
 

HIBBING CITY COUNCIL 
Regular Meeting 

Wednesday, September 3, 2025 
3:00 PM  

Councilor Justin Fosso 
Councilor John Schweiberger 
Councilor James Bayliss 
Councilor Jay Hildenbrand 
Councilor Jennifer Hoffman Saccoman  
Councilor Chris Whitney 
Mayor Pete Hyduke 

City Administrator Greg Pruszinske  
City Clerk-Dep Admin Candie Seppala 
Finance Dir - Treasurer Sheena Mulner 
City Attorney Andy Borland 
Chief of Police Steve Estey 
City Engineer Jesse Story 

 
I. CALL TO ORDER: 

II. PLEDGE OF ALLEGIANCE: 

III. ADDS AND DELETES: 

 1. DELETE: BIDS & QUOTES #1a 

IV. APPROVAL OF THE AGENDA: 

V. POLICE YOUTH ACADEMY GRADUATES 

VI. APPROVAL OF MINUTES: 

 1. Approve the Minutes of the Hibbing City Council Meeting of August 20, 2025 

 2. Approve the Minutes of the Hibbing City Council Workshop of August 20, 2025 

 3. Approve the Minutes of the Joint Meeting of the Hibbing City Council, Chisholm City 
Council, and the Chisholm Hibbing Airport Authority of August 25, 2025 

VII. CONSENT AGENDA: 

 1. Approve Accounts Payable dated August 28, 2025, checks #180827-180931 and 
drafts totaling $2,155,172.34 

 2. Approve City Payroll for the pay period ending August 22, 2025, in the amount of 
$568,710.45 

 3. Declare a 2013 Dodge Caravan and a 2013 Ford Escape as surplus property and 
authorize them for disposal 

 4. Approve the facility use agreement with the Mid-Range Sportsman's Club Alliance, 
Inc. for the operation of Marksmanship Center Range. 

 5. Approve the facility use agreement with the Hibbing Chisholm Youth Hockey 
Association for the use of the Hibbing Memorial Arena. 
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 6. Approve the facility use agreement with the Hibbing Figure Skating Club for the use 
of the Hibbing Memorial Arena. 

 7. Offer RESOLUTION NO. 25-09-01 accepting the donation of $75,000 from the 
Hilligoss Family Foundation towards the construction of a new park pavilion near the 
beach at Carey Lake Recreation Area. 

 8. Approve the 1-year contract renewal option for SAM Concessions to continue to 
operate concessions at the Hibbing Memorial Building. 

 9. Approve the promotion of Nikka Hietala to Firefighter/Paramedic effective 
September 4, 2025. 

 10. Approve and authorize the Mayor to sign the 2026 LTD Group Benefit Plan with 
MetLife. 

 11. Approve and authorize the Mayor to sign the 2026 MN PFML Group Insurance 
Benefit Plans with MetLife. 

 12. Approve the Special Event Permit Application Request of the City of Hibbing to host 
the Halloween 5k at the Hibbing Memorial Arena on Saturday, October 24, 2025 

 13. Set the next Hibbing City Council Meeting for Wednesday, September 17, 2025 at 
5:00 p.m. in the Hibbing City Hall Council Chamber 

 14. Set the next Hibbing City Council Workshop Meeting on Wednesday, September 
17, 2025 following the Regular Meeting at 5:00 p.m. in the Hibbing City Hall Council 
Chamber 

VIII. PUBLIC FORUM: 

IX. PUBLIC HEARING: 

 1. PUBLIC HEARING ON A PROGRAM FOR A MULTIFAMILY HOUSING 
DEVELOPMENT AND THE ISSUANCE OF MULTIFAMILY HOUSING REVENUE 
BONDS 

 a. Offer Resolution 25-09-02 approving the issuance and sale of Multi-Family Housing 
Revenue Notes (LEE Center) Series 2025 

X. COUNCIL REPORTS: 

 1. Approve RES-25-09-03 SUPPORTING A SITE-SPECIFIC SULFATE STANDARD 
FOR U.S. STEEL KEETAC and authorize the Mayor to sign the letter to enter into 
the public comments on behalf of the city 

XI. DEPARTMENT AND COMMITTEE REPORTS: 

 1. City Administrator Greg Pruszinske 

  a. City Administrator's Report 
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 2. City Attorney Andy Borland 

XII. BIDS AND QUOTES: 

 1. City Clerk-Deputy Administrator Candie Seppala 

  a. Placeholder for Computer Quote 

 2. Chief of Police Steve Estey 

 a. Approve the purchase of (5) Axon Taser Bundles from Axon in the amount of 
$24,048.  

 3. Superintendent of Wastewater Treatment Plant Dave Hurd 

  a. Approve the purchase of a Rotork Valve replacement from Vessco in the 
amount of $7,531 

 4. Community Development Director Betsy Olivanti 

  a. Approve the amendment request for HKGi LU Plan Agreement for land use 
plan update in the amount of $12,000 

XIII. ADJOURNMENT: 
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 Marksmanship Center Range 
Facilities Agreement 

Drafted March 5, 2025 
Page 1 of 9 

FACILITIES AGREEMENT 
MARKSMANSHIP CENTER RANGE 

 
 

THIS AGREEMENT, made and entered into effective as of the 1st day 

of January, 2025, by and between the CITY OF HIBBING, MINNESOTA, a 

Municipal Corporation under the laws of the State of Minnesota, 

hereinafter referred to as "City", and MID-RANGE SPORTSMAN’S CLUB 

ALLIANCE, INC., a Minnesota corporation, hereinafter referred to as 

the "Club". 

WHEREAS, the City desires to retain an independent contractor to 

operate the Marksmanship Center Range facilities on 160 acres of real 

property legally described as follows, to-wit: 

E 1/2 of SW 1/4, 
W 1/2 of SE 1/4,  

  Section 22, Township 57, Range 21 
 
and, 

WHEREAS, Club is experienced in operating the facility and is 

willing and able to operate the facility. 

NOW, THEREFORE, the City and Club agree as follows: 

1) TERM.  This Agreement shall be for a five (5) year period beginning 

January 1, 2025, through December 31, 2030, unless terminated by 

either party as provided for in paragraphs 12 and 15. 

2) SERVICES.  Club shall have the obligation and the right to operate 

the Marksmanship Center Range.  Club shall be diligent in the 

operation of the marksmanship facility and to do those things 

necessary to give the public adequate and proper services.  The 
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 Marksmanship Center Range 
Facilities Agreement 

Drafted March 5, 2025 
Page 2 of 9 

facility is not open to the public; however, the Club agrees that 

the marksmanship facility services provided by this Agreement shall 

be open and accessible to the public, at such dates and times as 

shall be determined by the Club, for the purposes for which the 

marksmanship facility was established.   

That the Hibbing Police Department shall have the right to 

use the facility for target practice free of charge. The Chief of 

Police shall provide the Club an updated list of active Hibbing 

Police Department employees. Access cards will be distributed to 

the Hibbing Police Chief for distribution amongst his squad. The 

cost of access cards will be paid for by the Hibbing Police 

Department. 

3) CONSIDERATION.  The City is unable to provide scheduled service at 

the Marksmanship Center Range and this Agreement is in 

consideration of the mutual covenants of the parties and there is 

no monetary consideration. 

That in exchange for said mutual promises and covenants, the 

Club shall be responsible for all garbage services and utilities 

to the premises. 

4) LICENSES.  Club shall be responsible for securing and maintaining 

in effect, for the duration of this Agreement, all permits and 

licenses required for performance of the Agreement. 

5) COMPLIANCE WITH REGULATIONS.  Club agrees to comply with all 

federal, state, and local laws, and ordinances and amendments 
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thereto and all applicable rules, regulations (environmental and 

other), and standards established by any agency of such 

governmental units that are now or hereinafter promulgated insofar 

as they relate to Club’s performance of the provisions of this 

Agreement. 

6) DISCRIMINATION.  Club agrees to comply with all federal, state, 

and local laws, ordinances, rules, regulations and executive orders 

pertaining to unlawful discrimination on account of race, color, 

creed, religion, national origin, sex, marital status, status with 

regard to public assistance, disability, or age. 

7) INDEPENDENT CONTRACTOR.  Nothing herein contained is intended or 

should be construed in any manner as creating or establishing the 

relationship of agents, partners, joint ventures, or associates 

between the parties hereto. 

It is specifically understood and agreed that at all times 

and for all purposes hereunder, Club is an independent contractor 

and Club’s employees are not employees of the City for any purpose.  

This Agreement shall not be construed so as to find any employees 

or agents of Club to be an employee of the City, and neither Club 

nor the Club’s employees and agents shall be entitled to any of 

the rights, privileges, or benefits of employees of the City, 

including, but not limited to, workers' compensation, health/death 

benefits, and indemnification for third-party personal injury and 
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property damage claims. Club shall disclose itself as an 

independent contractor only. 

8) INDEMNIFICATION.  Except as may be caused by the sole negligence 

of the City or its employees, Club shall indemnify and save 

harmless the City, its employees, and its agents from all claims, 

actions, demands, and judgments of any kind caused by the sole 

negligence of Club or its employees or subcontractors. 

Club agrees, in order to protect itself and the City under 

the indemnity provisions set forth above, it will at all times 

during the term of this Agreement keep in force policies of 

insurance indicated in paragraph 9 herein. 

This provision is not intended to create any cause of action 

in favor of any third party against Club or the City or to enlarge 

in any way Club’s liability, but it is intended solely to provide 

for indemnification of the City from liability for damages or 

injuries to third persons or property arising from Club’s or Club’s 

employees’ or agents' performance hereunder. 

9) INSURANCE.  The following insurance must be maintained for the 

duration of this Agreement.  A Certificate of Insurance for each 

policy must be on file with the City within ten (10) days of 

execution of this Agreement and prior to commencement of any 

services under this Agreement.  Each certificate must include a 

ten (10) day notice of cancellation, non-renewal, or material 

change to all named and additional insureds. 
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A.  Commercial and General Liability Insurance 

1. Bodily and Personal  -  $1,000,000 each person 
 
  Liability Coverage  -  $1,000,000 Each Occurrence 
         No Less than $2,000,000 Aggregate 
 

2. Property Damage  -  $1,000,000 Each Occurrence 
      No Less than $2,000,000 Aggregate 
 

3. Policy shall include at least premises, operations, 
completed operations, independent contractors and 
subcontractors, and contractual liability. 
 

4. That all other clubs that may use the premises under the 
Club’s supervision must also have insurance to the same 
levels as the Club. (They would include but not be limited 
to the Trap Club, Archery Club, and Pistol Club.) Outside 
teams that participate in competitions at the club are 
expected to have insurance coverage in place and it is the 
Clubs responsibility to regulate the outside teams.  
 

5. The City of Hibbing must be named as an additional insured 
on all said insurance. 
 

B. Workers' Compensation.  Club shall provide working 
compensation per the statutory requirements should the Club ever 
choose to have employees or positions. 

 
10) ASSIGNMENT.  Club shall not assign this Agreement, nor any of the 

rights given to it herein, to any person, association, partnership 

or corporation, without first obtaining the express written consent 

of the City, and any such assignment entered into without such said 

prior consent shall be void. 

11) MODIFICATIONS.  Club shall not alter the land, nor shall it affix 

any buildings to the real property without consent of the City. 
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12) TERMINATION BASED ON BREACH.  If the Club shall fail to perform 

any of the covenants or conditions of this Agreement, the City may 

elect to terminate this Agreement and re-enter and take immediate 

possession of the premises if the default or deficiency in the 

Club’s performance is not remedied within thirty (30) days after 

receiving written notice from the City stating the nature of the 

default or deficiency. Prior to a thirty-day notice, the City will 

in good faith work with the existing club to correct any 

deficiencies and defaults the club may have. Notice shall be mailed 

to the Club as follows:  

    Mid-Range Sportsman’s Club Alliance, Inc. 
    PO Box 186 
    Hibbing, MN 55746 
 
13) RIGHT OF ACCESS.  Regardless of the Club’s operation of the 

facility, the City shall have the right to access the facility at 

all times. The Club shall ensure the City has keys and access codes 

at all times.  

 The City shall also have the right to access the premises 

for purposes of testing/exploration of the subject property. The 

City shall, to the best of its ability, provide notice to the Club 

if such testing/exploration will occur. 

14) SAVING CLAUSE. If a court finds any portion of this Agreement to 

be contrary to law, invalid, or unenforceable, the remainder of 

the Agreement will remain in full force and effect.  
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15) TERMINATION.  Either party may cancel this Agreement by giving 

sixty (60) days written notice of intention to terminate same. 

16) AMENDMENT OR MODIFICATION.  This instrument may be amended or 

modified only by an instrument of equal formality, signed only by 

the duly authorized representatives of the respective parties.  The 

waiver by the City or Club of any breach of any term, covenant, or 

condition herein contained, shall not be deemed to be a waiver of 

any subsequent breach of the same or any other term, covenant or 

condition herein contained. 

17) BUILDINGS.  That any buildings on the premises are the Clubs. If 

at the end of the term, upon both parties meeting, and cannot come 

to an agreement on a subsequent contract, both parties need to 

negotiate the next separation agreement to finalize building and 

land separation.  

18) ONGOING USE.  No additional buildings or structures may be 

constructed on the premises without written permission of the City 

Council of the City of Hibbing.  

19) RENEWAL.  The parties shall have the option to renew this agreement 

under the same terms and conditions provided both parties meet to 

confer and provide written notice of their intent.  

20) ENTIRE AGREEMENT.  This Agreement constitutes the entire Agreement 

between Club and the City and supersedes all prior written or oral 

agreements for this Agreement. Any term, condition, prior course 

of dealing, course of performance, usage of trade, understanding, 
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purchase order, or agreement purporting to modify, vary, 

supplement, or explain any provision of this Agreement, is null 

and void and of no effect unless in writing and signed by 

representatives of the parties authorized to amend this Agreement. 

 

 
[Remainder of this page left intentionally blank.] 
 
[Signature page to follow.]  
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IN TESTIMONY WHEREOF, both parties have hereunto caused this 

Agreement to be executed, all as of the day and year first written 

above. 

CITY OF HIBBING, MINNESOTA  INDEPENDENT CONTRACTOR 
       MID-RANGE SPORTSMAN’S CLUB  

ALLIANCE, INC. 
 
 
 
By                             By        
 Pete Hyduke    
Its Mayor      Its President 
 
 
By                             By                                     
 Candie Seppala    
Its Clerk      Its Vice President 
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FACILITY USE AGREEMENT 
HIBBING CHISHOLM YOUTH HOCKEY ASSOCIATION  

 

THIS FACILITY USE AGREEMENT, made and entered into in the City of Hibbing, State of Minnesota, 
this        day of                  , 2025, by and between the City of Hibbing, a Minnesota municipal corporation, whose 
mailing address is 401 E 21st Street, Hibbing, MN 55746, hereinafter called the “City of Hibbing”, and the Hibbing 
-Chisholm Youth Hockey Association, whose mailing address is PO Box 193, hereinafter called “Sports 
Association”. 

 
WITNESSETH:  That City of Hibbing for and in consideration of the covenants and agreements 

hereinafter mentioned to be kept and performed by Sports Association, hereby allows Sports Association use of the 
Premises identified as Hibbing Memorial Arena, which is located at 400 East 23rd St, Hibbing, MN 55746, the 
hockey arena in City of Hibbing property at Hibbing Memorial Building (hereinafter called the Premises), under 
the following terms:     

 
1. BASIC PAYMENT.  The annual basic payment shall be:  

• Year 1 (October 1, 2025 – March 31, 2026 – $75/ hour plus tax. Sports Association must 
guarantee a minimum of 200 hours annually from October 2025 through March 2026. 
 

• Year 2 (October 1, 2026 – March 31, 2027) - $75/hour plus tax. Sports Association must 
guarantee a minimum of 200 hours annually from October 2026 through March 2027. 

 
 
If additional programs or activities are added to usage outside of the dates listed that are not covered in 
the basic payment, City of Hibbing reserves the right to assess additional charges. All summer ice time 
will be invoiced at the current market rate of the facility at the time of rentals. 
 
Invoicing will be made at the end of each month. Payment of invoices will be 30 days from the invoice 
date. Late fees will incur a $100 per week late charge after the 30 days have passed due. 

 
 
2. TERM.  The term for Sports Association to use the Premises shall be a two (2) year period commencing 

on October 1, 2025 and expiring on March 31, 2027.  This agreement must be renewed and/or 
renegotiated within 30 days of the end of the term, otherwise the agreement with be null and void.  
 

3. USE OF PREMISES.  Sports Association shall use the Premises solely for hockey practices, games, 
jamborees, tournaments, and exhibitions.  

 
a. All Sports Association usage is restricted to the Premises unless approved in writing by City 

of Hibbing representative in advance.  
 

b. Any outside food, concessions, merchandise or vendor sales of any type, are prohibited on city 
property without  the prior written approval of the City of Hibbing. 
 

c. City of Hibbing programs shall have priority of arena usage to Sports Association. 
 

d. Sports Association acknowledges that City of Hibbing may use and/or rent the Premises when 
Sports Association is not scheduled to use the Premises. Sports Association acknowledges they 
do not have exclusive use or control of the Premises. 

 
 
4. SIGNAGE AND ADVERTISING.  No sign shall be erected and/or displayed on the Premises by 

Sports Association without the prior written consent of the City of Hibbing.  Provided City of Hibbing’s 
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consent for such signage is given, at Sports Association’s sole cost, Sports Association shall erect such 
sign.  Signage or any advertising shall conform to and meet all requirements of the City of Hibbing. 
Upon vacating the Premises, Sports Association agrees to remove all signs and repair all damage, at 
Sports Associations expense, caused by the sign and/or its removal. 

 
5. SECURITY.  Sports Association shall be responsible for the security of their own equipment and 

occupied area.  City of Hibbing is not responsible for damaged or stolen Sports Association equipment.  
On behalf of itself and its insurer, Sport Association waives any right of subrogation against City of 
Hibbing and its insurer for any loss or damage to Sports Association’s own equipment and property. 
Sports Association will have access to the Premises only during normal operating hours of the Premises 
or when the Premises is staffed by a City of Hibbing employee.  The Sports Association is responsible 
for any keys issued to them from the City of Hibbing.  Any lost or stolen keys must be reported to the 
City of Hibbing and Sports Association shall be responsible for any costs related to re-keying. 

 
6. COMPLIANCE WITH LAWS AND REGULATIONS.  Sports Association shall comply with the 

rules and regulations of the City of Hibbing and the ordinances and laws of the City of Hibbing and 
State of Minnesota.  

 
7. CONDITION OF PREMISES.  City of Hibbing makes no representations or warranties as to the 

condition of the Premises.  Sports Association accepts the Premises in an “As-Is” condition on the date 
of commencement.  The Sports Association and the City of Hibbing acknowledge and agree that all 
buildings and other facilities located on the occupied Premises will on the date of commencement of 
the term be in good serviceable condition.  Sports Association shall inspect the Premises prior to use 
and shall not use the Premises if not fit for their intended use.  Any unusual or significant hazard shall 
be reported to the City of Hibbing. 
 

8. BUILDING SERVICES.  Providing that the Sports Association is not in default under any of the 
covenants and agreements of the Facility Use Agreement, the City of Hibbing shall furnish the 
following services:   
 

a. Janitorial and cleaning services to the common washrooms and common areas. 
 

b. Property management and maintenance services for the Premises including expenses related to 
grounds and building maintenance. 
 

c. Parking spaces for the use, in common, with users of the Premises, City of Hibbing employees, 
other tenants, and their employees and invitees. The use of such parking spaces shall be 
gratuitous, and the Sports Association agrees to not unreasonably interfere with the use thereof. 
No designated parking spaces will be made available to the Sports Association. 
 

d. City of Hibbing shall provide operational utility costs of the premises..  The city will provide 
limited quantities of tables and chairs if available for Sports Association events if requested 
prior to the event. ,All other items for Sports Association events shall be Sports Association's 
responsibility. 
 
Rink dividers, boards and nets owned by the City of Hibbing will be provided for Sports 
Associations’ use. Set-up, take down, and storage of said on-ice equipment  is the responsibility 
of Sports Association. All other on-ice equipment will be the responsibility of the Sports 
Association. 

 
9. SPORTS ASSOCIATION RESPONSIBILITIES.  It is the Sports Association’s responsibility for 

the following: 
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a. To keep the Premises clean and sanitary and remove all garbage and other waste in a 
sanitary manner. If excessive cleanup is required at the Premises due to an event 
sponsored by the Sports Association, the Sports Association shall be responsible for 
the cleanup. In the event Sports Association fails to clean up, immediately after 
scheduled usage, City of Hibbing shall charge Sports Association $125.00 per hour 
for excessive clean up after the event. This does not include normal and reasonable 
cleaning due to an event. The City of Hibbing will notify the Sports Association of any 
infraction before a fee is assessed. 

 
b. To provide City of Hibbing with usage schedules prior to each season. Tentative schedules 

must be submitted to the City of Hibbing by June 1 each year prior to the start of the 
season/program with finalized schedules provided by September 1 each year.  The City of 
Hibbing reserves the right to adjust the Sports Association proposed schedules and has final 
authority over usage and schedules.  City of Hibbing shall be notified immediately of any 
schedule changes during the season. 
 

c. Any damage to City of Hibbing property caused by the Sports Association, its participants, its 
coaches, its spectators, or its teams competing in an event held by the Sports Association is 
Sports Association’s responsibility to pay for damages or replacement.  
 

d. Sports Association shall provide City of Hibbing a registration report annually. This 
information shall be provided at the end of each season under this agreement, unless requested 
earlier. 
 

e. Prior to signing this agreement, the Sports Association shall provide City of Hibbing copies of 
organization status. (Such as 501(c)(3) certificate, Secretary of State annual report, etc.) 
 

f. Sports Association shall obtain written approval by the City of Hibbing in advance to charge 
admission or sell merchandise. 
 

g. Sports Association shall abide by USA Hockey & Safe sport standards regarding safety rules 
to protect participants from injury.  
 

h. Sports Association must provide coverage to supervise all rentals. Coaches or a designated 
supervisor, at least 18 years of age, must be present for any rental. Tournament managers must 
be on-site, at all times, for any youth hockey tournament at said Premise. Locker room 
supervision must comply with USA Hockey standards regarding locker room supervision. 
 

i. Sports Association shall comply with all laws related to background checks of coaches and 
managers.  The City of Hibbing strongly encourages Sports Association to perform background 
checks for persons all coaches and any league official that will have direct contact with 
participants to ensure players’ safety. 
 

j. Any facility upgrades or modifications to any part of the Premises, or surrounding land, must 
be approved in writing and agreed upon in advance with the City of Hibbing. Facility upgrades 
that result in additional operational expenses for the City of Hibbing may increase the Basic 
Payment to an amount that is mutually agreed upon by the City of Hibbing and Sports 
Association. 
 

10. TAXES.  Sports Association shall be responsible for the payment of all sales and use taxes which may 
be applicable to its use of the Premises.   
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11. RIGHTS OF THE CITY OF HIBBING.  In addition to all the remedies which are allowed to the 

City of Hibbing by law and equity and without limitation on any of them, the City of Hibbing shall 
have the following rights: 

 
a. To enter the Premises at all reasonable times for the making of such inspections, repairs, 

alterations, improvements, or additions of or to the Premises or the building as City of Hibbing, 
in its sole discretion, may deem necessary or desirable; and for any purpose whatsoever, related 
to the safety, protection, preservation, or improvement of the Premises or of the building or of 
City of Hibbing's interest.   
 

b. At any time or times, City of Hibbing, either voluntarily or pursuant to governmental 
requirements, may at City of Hibbing's expense, make repairs, alterations, or improvements in 
or to the Premises or any part thereof, and during such times may temporarily close entrances, 
doors, corridors, elevators, or other public facilities. 

12. INSURANCE.  From and after the commencement date of this Agreement and throughout the term of 
this Agreement and any extension thereof, to require Sports Association to: 

a. Sports Association shall secure and keep in force during the term of this Agreement insurance 
or equivalent coverage from insurance companies authorized to do business in Minnesota for 
the following: 

 
i. Commercial General Liability insurance with a minimum of $1,000,000 per 

occurrence and $2,000,000 aggregate. 
 

ii. Increases of limits of coverage to be discussed as reasonable and decided upon 
mutually. 

 
b. Sports Association shall name the City of Hibbing as an additional insured for Commercial 

General Liability. Additional insurance coverage shall be primary and non-contributory to any 
other insurance available to the City of Hibbing. 
 

c. Sports Association shall provide the City of Hibbing with a Certificate of Insurance evidencing 
the coverage indicated therein. A 30 days’ prior written notice of cancellation of insurance 
policy or termination of insurance coverage shall be provided to the City of Hibbing. 
 

d. Sports Association is responsible for insuring their personal property. 
 

e. Waiver of Subrogation:  Sports Association shall obtain from each of its insurers a waiver of 
subrogation in favor of the City of Hibbing. 
 

13. INDEMNIFICATION/HOLD HARMLESS.  To the fullest extent permitted by law, Sports 
Association shall defend, indemnify, and hold harmless the City of Hibbing from and against all claims, 
actions, damages, losses and expenses, including reasonable attorney fees, arising out of the Sport 
Association’s negligence or Sport Association’s failure to perform its obligations under this Facility 
Use Agreement.  Sports Association obligations shall apply to anyone directly or indirectly employed 
or hired by Sports Association or anyone for whose acts Sports Association may be liable.  Sports 
Association agrees this indemnity obligation shall survive the completion or termination of this Facility 
Use Agreement. 

 
14. PARKING.  The Sports Association understands and acknowledges that there will be no designated 

or reserved parking spaces for its attendees or participants. 
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15. ALTERATIONS DURING TERM.  Sports Association shall make no changes to the Premises 
without the prior written consent of the City of Hibbing. 

 
16. NO LIENS.  Sports Association shall keep Sports Association’s leasehold interest and any 

improvements which are or to become the property of the City of Hibbing under this Agreement, free 
and clear of any attachment of judgment lien, mechanics lien, encumbrances, security interest, 
collateral, or any other lien. Sports Association agrees that no security agreement, whether by way of 
conditional bill of sale, mortgage, or instrument of similar import, shall be placed upon any 
improvements on the Premises which is affixed to the real property. 

 
17. DAMAGE AND DESTRUCTION.  If the Premises shall be partially or totally damaged by fire or 

other casualty, so as to become completely unusable, this Agreement shall cease and terminate, and 
both parties shall be relieved from further liability and obligations hereunder. Sports Association shall 
be responsible for its obligations, including payment, only up to the time of such destruction. Unless 
the Premises is deemed unusable, Sports Association shall be obligated under this agreement.  The 
Sports Association shall be responsible for repair and restoration of any and all damage caused by 
Sports Association, its participants, employees, volunteers, assigns, or spectators.  The City of Hibbing 
shall be responsible for normal maintenance of the Premises. 

 
18. RETURN ON TERMINATION.  Upon termination of this Agreement for any cause, Sports 

Association shall return the Premises to City of Hibbing in as good or better condition as they are at the 
date hereof, except reasonable wear and tear. On the expiration date of this Agreement, Sports 
Association shall surrender all keys to the Premises.  The Premises shall be clear of all trash, occupant’s 
furniture, equipment, personal articles, and effects of any kind. 

 
19. HOLD OVER.  If Sports Association maintains possession of the Premises for any period after the 

termination of this Agreement (“hold over period”), Sports Association shall pay to City of Hibbing 
payment(s) during the hold over period at a rate equal to the normal payment rate set forth in the Basic 
Payment paragraph. 

 
20. NON-WAIVER.  No failure by City of Hibbing to insist upon the strict performance of any term or 

condition of this Agreement or to exercise any right or remedy available on a breach thereof, and no 
acceptance of full or partial payment during the continuance of any such breach shall constitute a waiver 
of any such breach or of any such term or condition.  No term or condition of this Agreement required 
to be performed by the Sports Association, and no breach thereof, shall be waived, altered, or modified, 
except by a written instrument executed by City of Hibbing.  No waiver of any breach of one term or 
condition of this Agreement shall affect or alter any other term or condition of this Agreement and each 
such term or condition shall continue in full force and effect with respect to any other then existing or 
subsequent breach thereof. 

 
21. RIGHT OF TERMINATION ON DEFAULT.  In the event that Sports Association, within 30 days 

after mailing of notice of default to Sports Association at the address herein provided, shall fail to cure 
such default, City of Hibbing shall have the right to immediately terminate this Agreement and City of 
Hibbing shall have the immediate right of reentry and repossession of all the Premises and all fixtures 
and improvements located thereon, except for any furnishings not attached to the walls, without any 
obligation to compensate Sports Association in any manner therefore. In addition, Sports Association 
will be responsible for the Basic Payment for the remainder of the agreement term. 

 
22. NONPAYMENT - DEMAND NOT REQUIRED.  The provisions of the section entitled Right of 

Termination on Default notwithstanding, in order to enforce a forfeiture and termination of this 
Agreement for nonpayment of rent when due, no demand for rent when due shall be required, any such 
demand being expressly waived by Sports Association. 

 
23. FIXTURES AND IMPROVEMENTS AT EXPIRATION OR TERMINATION.  Upon the 

termination of this Agreement, whether by expiration of its term or by any other cause whether upon 
default by Sports Association or otherwise, all fixtures and improvements on the Premises shall become 
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the sole property of the City of Hibbing and Sports Association shall have no right to remove the same, 
except for any fixtures not attached to the walls that was provided by Sports Association or Sports 
Association specific naming and logo fixtures, and Sports Association shall have no further right, title, 
or interest therein.   
 

24. NON-ASSIGNMENT.  Sports Association shall not sub-let nor assign any portion of the Premises 
without the prior written consent of the City of Hibbing. 

 
25. NOTICES AND PAYMENTS. 

a. Until otherwise notified by City of Hibbing, Sports Association shall pay to City of Hibbing 
and shall address all notices to City of Hibbing as follows: 

 
City of Hibbing 
401 East 21st Street 
Hibbing, MN 55746 
 

b. Until otherwise notified by Sports Association in writing, City of Hibbing shall address all 
notices to Sports Association as follows: 

 
Hibbing-Chisholm Youth Hockey Association 
PO Box 193 
Hibbing, MN 55746 

 
26. ENTIRE AGREEMENT.  This Agreement contains the entire agreement between the parties hereto 

and shall not be modified in any manner except by an instrument in writing executed by the parties or 
their respective successors in interest. City of Hibbing has made no representations or warranties with 
respect to the Premises, except as herein expressly set forth. 
 

27. PREVIOUS AGREEMENTS.  This agreement supersedes any other previous agreements that have 
been entered into between the City of Hibbing and Sports Association related to the Premises. 

 

28. SAVING CLAUSE.  If a court finds any portion of this Agreement to be contrary to law, invalid, or 
unenforceable, the remainder of the Agreement will remain in full force and effect. 
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IN WITNESS WHEREOF, Sports Association and City of Hibbing have executed this Facility Use 
Agreement as of the day, month, and year first shown above.   

 
 

CITY OF HIBBING  HIBBING-CHISHOLM  
YOUTH HOCKEY ASSOCIATION     
  

 
By: _____________________________   By: __________________________________  
 
Printed Named: Pete Hyduke    Printed Name: ________________________ 
Its: Mayor      Its: President 
 
 
 
 
By: _____________________________   By: __________________________________ 
 
Printed Named: Candie Seppala    Printed Name:  _________________________ 
Its: Clerk      Its:  Vice President 
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FACILITY USE AGREEMENT 
HIBBING FIGURE SKATING CLUB 

 

THIS FACILITY USE AGREEMENT, made and entered into in the City of Hibbing, State of Minnesota, 
this    15th    day of      August            , 2025, by and between the City of Hibbing, a Minnesota municipal corporation, 
whose mailing address is 401 E 21st Street, Hibbing, MN 55746, hereinafter called the “City of Hibbing”, and the 
Hibbing Figure Skating Club, whose mailing address is 400 East 23rd St, Hibbing, MN 55746, hereinafter called 
“Sports Association”. 

 
WITNESSETH:  That City of Hibbing for and in consideration of the covenants and agreements 

hereinafter mentioned to be kept and performed by Sports Association, hereby allows Sports Association use of the 
Premises identified as Hibbing Memorial Arena, which is located at 400 East 23rd St, Hibbing, MN 55746, the 
hockey arena in City of Hibbing property at Hibbing Memorial Building (hereinafter called the Premises), under 
the following terms:     

 
1. BASIC PAYMENT.  The annual basic payment shall be:  

 
Payment Schedule – Oct 1,  2025 - June 30, 2028 

YEAR 1 (2025-26) 
Hour 

Guarantee Hourly Rate 
Winter 205  $              75.00  

Summer 50  $           165.00  

   

YEAR 2 (2026-27) 
Hour 

Guarantee  Hourly Rate  
Winter 205  $              75.00  

Summer 50  $           165.00  

   

YEAR 3 (2027-28) 
Hour 

Guarantee  Hourly Rate  
Winter 205  $              90.00  

Summer 50  $           190.00  
 
Invoicing will be made at the conclusion of each month. Payment of invoices will be net-30 days from invoicing 
date. Late fees will incur a $100 per week late charge. 

 
2. TERM.  The term for the Sports Association to use the Premises shall be a three (3) year period 

commencing on October 1, 2025, and expiring on June 30, 2028.  This agreement must be renewed 
and/or renegotiated within 30 days of the end of the term, otherwise the agreement with be null and 
void.  
 

3. USE OF PREMISES.  Sports Association shall use the Premises solely for on-ice figure skating and 
activities listed in section 3a. 

 
a. All Sports Association usage is restricted to the Premises unless approved in writing by City 

of Hibbing representative in advance. Acceptable activities include the annual skating show, 
testing sessions, practices, exhibitions, and skating club parties in the arena hallways provided 
it is during normally staffed arena hours of operation. 
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b. Sports Association will have access to the use of the figure skating locker room, coaches room, 
and figure skating storage room. 

 
c. Any outside food and merchandise sales vendors may not set up in any City of Hibbing property 

without the prior written approval of the City of Hibbing. It is with mutual understanding 
between the two parties that the Sports Association will have approval to sell flowers and gifts 
during the annual skating show only and collect proceeds associated with the sales. 

 
d. City of Hibbing programs shall have priority of arena usage to Sports Association. 

 
e. Sports Association acknowledges that City of Hibbing may use the Premises when Sports 

Association is not scheduled to use the Premises. Sports Association acknowledges they do not 
have exclusive use or control of the Premises. 

 
 
4. SIGNAGE AND ADVERTISING.  No sign shall be erected/displayed and/or sold on the Premises 

by Sports Association without the prior written consent of the City of Hibbing.  Provided City of 
Hibbing’s consent for such signage is given, at Sports Association’s sole cost, Sports Association shall 
erect such sign.  Signage or any advertising shall conform to and meet all requirements of the City of 
Hibbing. Upon vacating the Premises, Sports Association agrees to remove all signs and repair all 
damage, at Sports Associations expense, caused by the sign and/or its removal. 

 
5. SECURITY.  Sports Association shall be responsible for security of their own equipment and occupied 

area.  City of Hibbing is not responsible for damaged or stolen Sports Association equipment.  On 
behalf of itself and its insurer, Sport Association waives any right of subrogation against City of 
Hibbing and its insurer for any loss or damage to Sports Association’s own equipment and property. 
Sports Association will have access to the Premises only during normal operating hours of the Premises 
or when the Premises is staffed by a City of Hibbing employee.  Sports Association is responsible for 
any keys issued to them from the City of Hibbing.  Any lost or stolen keys must be reported to the City 
of Hibbing and Sports Association shall be responsible for any costs related to re-keying. 

 
6. COMPLIANCE WITH LAWS AND REGULATIONS.  Sports Association shall comply with the 

rules and regulations of the City of Hibbing and the ordinances and laws of the City of Hibbing and 
State of Minnesota.  

 
7. CONDITION OF PREMISES.  City of Hibbing makes no representations or warranties as to the 

condition of the Premises.  Sports Association accepts the Premises in an “As-Is” condition on the date 
of commencement.  Sports Association and City of Hibbing acknowledge and agree that all buildings 
and other facilities located on the occupied Premises will on the date of commencement of the term be 
in good serviceable condition.  Sports Association shall inspect the Premises prior to use and shall not 
use the Premises if not fit for their intended use.  Any unusual or significant hazard shall be reported to 
City of Hibbing. 
 

8. BUILDING SERVICES.  Providing that Sports Association is not in default under any of the 
covenants and agreements of the Facility Use Agreement, City of Hibbing shall furnish Sports 
Association the following services:   
 

a. Janitorial and cleaning services to the common washrooms and common areas. 
 

b. Property management and maintenance services for the Premises including expenses related 
to grounds and building maintenance. 
 

c. Parking spaces for the use, in common, with users of the Premises, City of Hibbing employees, 
other tenants, and their employees and invitees. The use of such parking spaces shall be 
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gratuitous, and Sports Association agrees to not unreasonably interfere with the use thereof. 
No designated parking spaces will be made available to Sports Association. 
 

d. City of Hibbing shall provide operational utility costs of the Premises. The City will provide 
limited quantities of tables and chairs if available for Sports Association events if requested 
prior to the events. All equipment used by the Sports Association shall be Sports Association’s 
responsibility. 
 

e. Concession, merchandise and/or vendor sales are prohibited at the Premises, without written 
approval from the City of Hibbing. 

 
9. SPORTS ASSOCIATION RESPONSIBILITIES.  It is Sports Association’s responsibility for the 

following: 
 

a. To keep the Premises clean and sanitary and remove all garbage and other waste in a sanitary 
manner. If excessive cleanup is required at the Premises due to an event sponsored by Sports 
Association, Sports Association shall be responsible for the cleanup. In the event Sports 
Association fails to clean up, immediately after scheduled usage, City of Hibbing shall charge 
Sports Association $100.00 per hour for excessive clean up after the event. This does not 
include normal and reasonable cleaning due to an event. 
 

b. To provide City of Hibbing with usage schedules, (ice time), which must be approved in writing 
by City of Hibbing prior to using the arena. Tentative schedules must be submitted to the City 
of Hibbing at least five (5) months prior to the start of the season/program with finalized 
schedules provided two (2) months prior to the start.  City of Hibbing reserves the right to 
adjust Sports Association proposed schedules.  City of Hibbing shall be notified immediately 
of any schedule changes during the season. 
 

c. Any damage to City of Hibbing property caused by Sports Association, its participants, its 
coaches, its spectators, or its teams competing in an event held by Sports Association is Sports 
Association’s responsibility to pay for damages or replacement.  
 

d. Sports Association shall provide City of Hibbing with a registration report annually. This 
information shall be provided at the end of each season under this agreement, unless requested 
earlier. 
 

e. Prior to signature of this agreement, Sports Association shall provide City of Hibbing copies 
of organization status. (Such as 501(c)(3) certificate, Secretary of State annual report, etc.) 
 

f. Sports Association shall obtain written approval by the City of Hibbing in advance to charge 
admission or sell merchandise. It is with mutual understanding between the two parties that 
the Sports Association may charge admission and merchandise fees for the annual skating 
show and collect all proceeds from the sales of such items. 
 

g. Sports Association shall abide by US Figure Skating & Safe sport standards regarding safety 
rules to protect participants from injury. 
 

h. Sports Association must provide coverage to supervise all rentals. Coaches or a designated 
supervisor, at least 18 years of age, must be present for any rental. A supervisor must be on-
site, at all times, for any rental time at said Premise. Locker room supervision must comply 
with US Figure Skating standards regarding locker room supervision. 
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i. Sports Association shall comply with all laws related to background checks of coaches and 
managers.  City of Hibbing strongly encourages Sports Association to perform background 
checks for persons all coaches and any league official that will have direct contact with 
participants to ensure player safety. 
 

j. Any facility upgrades or modifications to any part of the Premises, or surrounding land, must 
be approved in writing and agreed upon in advance with the City of Hibbing. Facility upgrades 
that result in additional operational expenses for the City of Hibbing may increase the Basic 
Payment.  
 

k. Sports Association agrees to accept full and exclusive responsibility for the use, operation, 
maintenance, and replacement of the figure skating training harness provided at Premises. 
Sports association also assumes all legal and financial liability arising from the use of the 
training harness including any and all claims, demands, damages, injuries (including bodily or 
death), or losses that may occur during its use by any participant, coach, staff member or third 
party. The Sprots association agrees to hold harmless the City of Hibbing from any and all 
claims, liabilities, actions, or expenses, including legal fees, arising from or related to the 
training harness, its use, or any failure to maintain or replace it as required. 
 

10. TAXES.  Sports Association shall be responsible for all sales and use taxes which may be applicable 
to its use and operation of the Premises. 
 

11. RIGHTS OF THE CITY OF HIBBING.  In addition to all the remedies which are allowed to the 
City of Hibbing by law and equity and without limitation on any of them, City of Hibbing shall have 
the following rights: 

 
a. To enter the Premises at all reasonable times for the making of such inspections, repairs, 

alterations, improvements, or additions of or to the Premises or the building as City of Hibbing, 
in its sole discretion, may deem necessary or desirable; and for any purpose whatsoever, related 
to the safety, protection, preservation, or improvement of the Premises or of the building or of 
City of Hibbing's interest.   
 

b. At any time or times, City of Hibbing, either voluntarily or pursuant to governmental 
requirements, may at City of Hibbing's expense, make repairs, alterations, or improvements in 
or to the Premises or any part thereof, and during such times may temporarily close entrances, 
doors, corridors, elevators, or other public facilities. 

12. INSURANCE.  From and after the commencement date of this Agreement and throughout the term of 
this Agreement and any extension thereof, to require Sports Association to: 

a. Sports Association shall secure and keep in force during the term of this Agreement insurance 
or equivalent coverage from insurance companies authorized to do business in Minnesota for 
the following: 

 
i. Commercial General Liability insurance with a minimum of $1,000,000 per 

occurrence and $2,000,000 aggregate. 
 

ii. Increases of limits of coverage to be discussed as reasonable and decided upon 
mutually. 

 
b. Sports Association shall name the City of Hibbing as an additional insured for Commercial 

General Liability. Additional insured coverage shall be primary and non-contributory to any 
other insurance available to the City of Hibbing. 
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c. Sports Association shall provide City of Hibbing with a Certificate of Insurance evidencing the 

coverage indicated therein. A 30 days’ prior written notice of cancellation of insurance policy 
or termination of insurance coverage shall be provided to the City of Hibbing. 
 

d. Sports Association is responsible to insure their personal property. 
 

e. Waiver of Subrogation:  Sports Association shall obtain from each of its insurers a waiver of 
subrogation in favor of the City of Hibbing. 
 

13. INDEMNIFICATION/HOLD HARMLESS.  To the fullest extent permitted by law, Sports 
Association shall defend, indemnify, and hold harmless the City of Hibbing from and against all claims, 
actions, damages, losses and expenses, including reasonable attorney fees, arising out of the Sport 
Association’s negligence or Sport Association’s failure to perform its obligations under this Facility 
Use Agreement.  Sports Association obligations shall apply to anyone directly or indirectly employed 
or hired by Sports Association or anyone for whose acts Sports Association may be liable.  Sports 
Association agrees this indemnity obligation shall survive the completion or termination of this Facility 
Use Agreement. 

 
14. PARKING.  The Sports Association understands and acknowledges that there will be no designated 

or reserved parking spaces for its attendees or participants. 
 

15. ALTERATIONS DURING TERM.  Sports Association shall make no changes to the Premises 
without the prior written consent of the City of Hibbing. 

 
16. NO LIENS.  Sports Association shall keep Sports Association’s leasehold interest and any 

improvements which are or to become the property of the City of Hibbing under this Agreement, free 
and clear of any attachment of judgment lien, mechanics lien, encumbrances, security interest, 
collateral, or any other lien. Sports Association agrees that no security agreement, whether by way of 
conditional bill of sale, mortgage, or instrument of similar import, shall be placed upon any 
improvements on the Premises which is affixed to the real property. 

 
17. DAMAGE AND DESTRUCTION.  If the Premises shall be partially or totally damaged by fire or 

other casualty, so as to become completely unusable, this Agreement shall cease and terminate and both 
parties shall be relieved from further liability and obligations hereunder. Sports Association shall be 
responsible for its obligations, including payment, only up to the time of such destruction. Unless the 
Premises is deemed unusable, Sports Association shall be obligated under this agreement.  The Sports 
Association shall be responsible for repair and restoration of any and all damage caused by Sports 
Association, its participants, employees, volunteers, assigns, or spectators.  The City of Hibbing shall 
be responsible for normal maintenance of the Premises. 

 
18. RETURN ON TERMINATION.  Upon termination of this Agreement for any cause, Sports 

Association shall return the Premises to City of Hibbing in as good or better condition as they are at the 
date hereof, except reasonable wear and tear. On the expiration date of this Agreement, Sports 
Association shall surrender all keys to the Premises.  The Premises shall be clear of all trash, occupant’s 
furniture, equipment, personal articles, and effects of any kind. 

 
19. HOLD OVER.  If Sports Association maintains possession of the Premises for any period after the 

termination of this Agreement (“hold over period”), Sports Association shall pay to City of Hibbing 
payment(s) during the hold over period at a rate equal to the normal payment rate set forth in the Basic 
Payment paragraph. 

 
20. NON-WAIVER.  No failure by City of Hibbing to insist upon the strict performance of any term or 

condition of this Agreement or to exercise any right or remedy available on a breach thereof, and no 
acceptance of full or partial payment during the continuance of any such breach shall constitute a waiver 
of any such breach or of any such term or condition.  No term or condition of this Agreement required 
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to be performed by the Sports Association, and no breach thereof, shall be waived, altered, or modified, 
except by a written instrument executed by City of Hibbing.  No waiver of any breach of one term or 
condition of this Agreement shall affect or alter any other term or condition of this Agreement and each 
such term or condition shall continue in full force and effect with respect to any other then existing or 
subsequent breach thereof. 

 
21. RIGHT OF TERMINATION ON DEFAULT.  In the event that Sports Association, within 30 days 

after mailing of notice of default to Sports Association at the address herein provided, shall fail to cure 
such default, City of Hibbing shall have the right to immediately terminate this Agreement and City of 
Hibbing shall have the immediate right of reentry and repossession of all the Premises and all fixtures 
and improvements located thereon, except for any furnishings not attached to the walls, without any 
obligation to compensate Sports Association in any manner therefore. In addition, Sports Association 
will be responsible for the Basic Payment for the remainder of the agreement term. 

 
22. NONPAYMENT - DEMAND NOT REQUIRED.  The provisions of the section entitled Right of 

Termination on Default notwithstanding, in order to enforce a forfeiture and termination of this 
Agreement for nonpayment of rent when due, no demand for rent when due shall be required, any such 
demand being expressly waived by Sports Association. 

 
23. FIXTURES AND IMPROVEMENTS AT EXPIRATION OR TERMINATION.  Upon the 

termination of this Agreement, whether by expiration of its term or by any other cause whether upon 
default by Sports Association or otherwise, all fixtures and improvements on the Premises shall become 
the sole property of the City of Hibbing and Sports Association shall have no right to remove the same, 
except for any fixtures not attached to the walls that was provided by Sports Association or Sports 
Association specific naming and logo fixtures, and Sports Association shall have no further right, title, 
or interest therein.   
 

24. NON-ASSIGNMENT.  Sports Association shall not sub-let nor assign any portion of the Premises 
without the prior written consent of the City of Hibbing. 

 
25. NOTICES AND PAYMENTS. 

a. Until otherwise notified by City of Hibbing, Sports Association shall pay to City of Hibbing 
and shall address all notices to City of Hibbing as follows: 

 
City of Hibbing 
401 East 21st Street 
Hibbing, MN 55746 
 

b. Until otherwise notified by Sports Association in writing, City of Hibbing shall address all 
notices to Sports Association as follows: 

 
Hibbing Figure Skating Club 
400 East 23rd Street 
Hibbing, MN 55746 

 
26. ENTIRE AGREEMENT.  This Agreement contains the entire agreement between the parties hereto 

and shall not be modified in any manner except by an instrument in writing executed by the parties or 
their respective successors in interest. City of Hibbing has made no representations or warranties with 
respect to the Premises, except as herein expressly set forth. 
 

27. PREVIOUS AGREEMENTS.  This agreement supersedes any other previous agreements that have 
been entered into between the City of Hibbing and Sports Association related to the Premises. 
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28. SAVING CLAUSE.  If a court finds any portion of this Agreement to be contrary to law, invalid, or 
unenforceable, the remainder of the Agreement will remain in full force and effect. 

 
 
 
IN WITNESS WHEREOF, Sports Association and City of Hibbing have executed this Facility Use 

Agreement as of the day, month, and year first above shown.   
 

 
CITY OF HIBBING  HIBBING FIGURE SKATING CLUB  

     
 

 
By: _____________________________   By: __________________________________  
 
 
Printed Named: Pete Hyduke    Printed Name: ________________________ 
Its: Mayor      Its: President 
 
 
 
 
By: __________________________________  By: __________________________________ 
        
 
Printed Name:  _Candie Seppala___________  Printed Name:  _________________________ 
Its:  Clerk      Its: Vice President 
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Model: Steelworx Hip Shelter w/ Vented Top, 16' x 32' 
Model # HP-1632-SW-VT 

Manufacturing Mission: To provide all prefabricated components and installation instructions for a 16' wide by 32' long 
(measured from eave to eave) free standing bolt together, tubular steel constructed shelter kit. 

Design Criteria: Structure shall be designed to meet site specific snow and wind load design criteria using most current 

applicable building codes. All structural members are ASTM A-500 U.S. grade B steel. Welded connection plates shall 
be ASTM A-36 hot rolled steel. All fabrication performed to latest AISC standards by AWS Certified welders. All framing 
connections are done using A325 grade bolts within concealed access openings from above and will later be concealed 
by the roofing. All roof framing shall be flush against the roof decking to eliminate the possibility of bird nesting. 

Tubular Steel Columns and Beams: Standard column dimension shall be 5" x 5" x 3/16" tubular steel welded to 5/8" 

base plates for surface mounting. Main support beams are 7" x 5" x 3/16" and purlins are 6" x 3" x 1/8". Steel sizes are 
preliminary and may change due to ongoing review and final engineering. 

Roofing: 24 Ga. pre-cut steel Multi-Rib panels with Kynar 500 finish in a variety of colors with white underside. 
Standard roof slope is a 4/12 pitch with a eave height of 8'-0". Attached to structural framing with exposed self tapping 
screws painted to match roof color. Matching 24 Ga. trim included. 

Frame Finish: All steel framework will receive a corrosion protective TGIC Polyester powder coat, electro-statically 

applied and cured at 400° F. A large selection of standard colors are available. 

Foundation: All columns need to be anchored to concrete footings. Columns can be surface mounted to footings with 
anchor bolts at or below finish slab elevation. Anchor bolts and bracing templates are included. Optional base plate 
covers are available at an additional cost. 

Hardware: All structural hardware and roofing fasteners shall be provided. 

Warranty: 10 years against manufacturer defects. 

Not Included: Concrete work of any kind, unloading of product and installation. 

Additional Options: Refer to catalog or www.coverworx.com for available options and upgrades. 

�----
CDVERWDRX 

Recreational Architecture 

A Division of Ross & Barr Inc. 

11800 East 9 Mile Road 
Warren, Ml 48089 
Office: (586) 486-1088 
Fax: (586) 754-9130 
Toll Free: (800) 657-6118 
Email: info@coverworx.net 
www.Coverworx.com 

Steelworx Hip Shelter w/ Vented Top - 16' x 32' 

Model: HP-1632-SW-VT 

DESIGN SPECIFICATIONS 
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PANELS & TRIM 

6" x 3" TUBE STEEL 
PURLIN (TYP) 
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6" x 3" TUBE STEEL 
PURLIN (TYP) 

7" x 5" TUBE STEEL 
HIP BEAM (TYP) 

5" x 5" TUBE STEEL 
COLUMN (TYP) 

11800 East 9 Mile Road 
Warren, Ml 48089 
Office: (586) 486-1088 
Fax: (586) 754-9130 

Steelworx Hip Shelter w/ Vented Top - 16' x 32' 

Toll Free: (800) 657-6118 
Email: info@coverworx.net 
www.Coverworx.com 

Model: HP-1632-SW-VT 

DESIGN SPECIFICATIONS 
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                                                                                     PFML/State Disability Group Benefits Form (GBF) 

 

 

 
Coverage(s) 
Applying For 

 
MN PFML  ☒ 

 

IMPORTANT ITEMS TO NOTE  
 The Paid Family and Medical Leave benefits will have a separate bill and payment address from your other MetLife 

benefits. 
 The billing statement will be in a Self Bill format. 
 MetLife will send out one package annually for the Paid Family and Medical Leave benefits which will include the 

invoice information and instructions on how to remit payment. 
 A Policy will be provided once the implementation has been completed along with informational materials which 

will be emailed directly to you. MetLife will also send a poster (Notice of Compliance) that you can display in your 
office for the employees to view as well.  

 
CUSTOMER INFORMATION 
All the information provided below must match the information that was filed with the state’s employment 
department.  
 

Legal Name of Company: City of Hibbing 

Doing Business As (dba):       

 

Physical Address: 

 

401 E 21st Street, Hibbing, MN 55746 

 

Employer Tax ID Number 
(TIN):  41-600-5232 

Nature of Business: Municipality 

 
 
CUSTOMER EXECUTIVE CONTACT 
The person who has business authorization to act on behalf of the employer. 
 

First and Last Name: Pete Hyduke 

Contact Email Address: angelakleffman@hibbingmn.gov 

Phone Number:   218-312-1574 

Will they need MetLink 
Access?  No 
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PRIMARY CONTACT/BENEFIT ADMINISTRATOR ☐  Same as Above 
The person who will be the day-to-day contact.  
 

First and Last Name: Angela Kleffman 

Contact Email Address: angelakleffman@hibbingmn.gov 

Phone Number:   218-312-1574 
Billing Address (if 
different from the one 
provided above):  

      

Will they need MetLink 
Access?  Yes 

 

ADDITIONAL METLINK USERS 
Please provide contact information for any additional individuals who will need MetLink access.  
 

First and Last Name: Sheena Mulner 

Contact Email Address: sheenamulner@hibbingmn.gov 

 
First and Last Name: Cassie Tomasetti 

Contact Email Address: cassietomasetti@hibbingmn.gov 

 

TAX REPORTING INFORMATION 
MetLife will align the issuance of W2s/1099s in accordance with MetLife policy unless federal guidance is available.  
MetLife, its agents, and representative may not give legal, tax or accounting advice. You should confer with your qualified 
legal, tax and accounting advisors as appropriate. Regardless of selection, Quarterly Tax Reports will also be provided. 

 
Coverage Type:  

☒ Paid Family and Medical Leave (Full PFML) 

☐ Paid Family Leave Only (PFL) 

☐ Paid Medical Leave Only (PML) 

 

Paid Family Leave (PFL) coverage – IRS Form 1099-MISC will be issued by MetLife for PFL benefits paid. 
• PFL plan is 100% taxable 
• FICA is not applicable 

 

Paid Medical Leave (PML) coverage – Select one of the below:  
• Customer will issue W-2s:  ☐  
• MetLife will issue W-2s:    ☒  
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  You will receive an Employer W2 report annually if MetLife issues the W2’s. 

Note: The benefits must be taxable, or MetLife’s system will not produce a W2 

 

Are there any individuals being covered that are FICA exempt or partially FICA exempt?  ☒ Yes    ☐ No 

If you have both FICA exempt and non-FICA exempt employees, additional class structure may be required for your FICA 
exempt employees.  Please identify all FICA exempt employees on your enrollment listing (census) and their exemption 
status (Social Security and/or Medicare) 

Please check all that apply:  ☒ Social Security Exempt    ☐ Medicare Exempt    ☐ Social Security & Medicare Exempt 

Please explain why your employees are exempt from FICA (Social Security and/or Medicare): 

☒ Municipality ☐ Schools ☐ Religious Organization ☐ Other:        

Do the FICA exemptions described above apply to all covered employees?  ☐ Yes  ☒ No  ☐ N/A   

 

ADDITIONAL LOCATIONS 
Any additional locations where the name differs from the Legal Name need to be included. Any additional locations 
that have a separate Tax ID will also need to be included. Please note that differing Tax ID numbers will 
automatically appear on separate billing statements. 
 
Entry 1: 

Legal Name:       ____ 

Address:      ____________________________________________________________________________________ 

Federal Employer Tax ID Number (FEIN):       ____ 

Designation Type:  ☐ Subsidiary: Will this location require a separate bill?  ☐ Yes  ☐ No   

 

       Primary Contact: (If different from the Day-to-Day Contact): __     __________________________________________  

       Contact Email Address: ___      _______________________________________________________________________  

Entry 2: 

Legal Name:       ______ 

Address:      ______________________________________________________________________________________ 

Federal Employer Tax ID Number (FEIN):       ______ 

Designation Type:  ☐ Subsidiary: Will this location require a separate bill?  ☐ Yes  ☐ No   

 

         Primary Contact: (If different from the Day-to-Day Contact): __     ___________________________________________      

         Contact Email Address: ____      _______________________________________________________________________ 
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  Entry 3: 

Legal Name:      ______________________________________________________________________________________ 

Address:      ______________________________________________________________________________________ 

Federal Employer Tax ID Number (FEIN):      _____________________________________________________________ 

Designation Type:  ☐ Subsidiary: Will this location require a separate bill?  ☐ Yes  ☐ No   

 

       Primary Contact: (If different from the Day-to-Day Contact): __     __________________________________________  

Contact Email Address:     _____________________________________________________________________________ 

  

Entry 4: 

Legal Name:      ____________________________________________________________________________________ 

Address:      _______________________________________________________________________________________ 

Federal Employer Tax ID Number (FEIN):      _____________________________________________________________ 

Designation Type:  ☐ Subsidiary: Will this location require a separate bill?  ☐ Yes  ☐ No   

 

       Primary Contact: (If different from the Day-to-Day Contact): __     ___________________________________________ 

       Contact Email Address:      ___________________________________________________________________________ 

 

Entry 5 

Legal Name:      ____________________________________________________________________________________ 

Address:      _______________________________________________________________________________________ 

Federal Employer Tax ID Number (FEIN):      _____________________________________________________________ 

Designation Type:  ☐ Subsidiary: Will this location require a separate bill?  ☐ Yes  ☐ No   

 

   Primary Contact: (If different from the Day to Day Contact): __     _______________________________________________                          
Contact Email Address:      ________________________________________________________________________________ 
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  STATE SPECIFIC INFORMATION 
Should PFML and FMLA be taken at the same time when applicable? ☒ Yes  ☐ No  
Please note: If you do not provide MetLife a response, we will assume they should run concurrently. 

Minnesota PFML 

Effective Date: 1/1/2026 

Policy Anniversary Date: 01/01/2027 

Total # of Eligible Employees: 173 

 

Contributions: 

Is the PML a Contributory Plan?  ☒ Yes  ☐ No   

• If Contributory, provide the split breakdown:        %ER       %EE (*note: ER and EE contribution must equal 100%) 

 
If any portion of the premium is being paid by the employee, select the following:  

• Contributions are collected on a pre-tax basis: ☒ 
• Contributions are collected on a post-tax basis: ☐ 

 
• Minnesota allows employers to choose in what increments claimants take their intermittent leave in between 1 

minute and 1 calendar day. In what increment would you like employees to take intermittent leave in? 15 minutes 
 

• Minnesota allows employers to be reimbursed benefits due to a claimant under salary continuation (100% wage 
replacement), disability, parental/child bonding, caregiver leave. Would you like to be reimbursed for payments 
you make to claimants that are payable under PFML? ☒ Yes  ☐ No   
o If yes, would you like to be reimbursed for Salary Continuation - 100% wage replacement? ☐ Yes  ☐ No  ☒ 

N/A   
o If yes, would you like to be reimbursed for disability payments? ☐ Yes  ☐ No  ☐ N/A  

- If yes, what duration will you continue to pay wages for what you will need to be reimbursed for? 
      

o If yes, would you like to be reimbursed for parental/child bonding? ☐ Yes  ☐ No  ☐ N/A   
- If yes, what duration will you continue to pay wages for what you will need to be reimbursed for? 

      
o If yes, would you like to be reimbursed for sick leave? ☐ Yes  ☐ No  ☐ N/A   

- If yes, what duration will you continue to pay wages for what you will need to be reimbursed for? 
      

o If yes, would you like to be reimbursed for caregiver leave? ☐ Yes  ☐ No  ☐ N/A   
- If yes, what duration will you continue to pay wages for what you will need to be reimbursed for? 

      
 

 

 
 
 
 

Additional Notes:  Click or tap here to enter text. 
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CUSTOMER AUTHORIZATIONS 
This section is to be completed by the individual authorized by the company to sign the Application for Group Insurance in 
order to confirm that the company has requested or undertaken with respect to the implementation of MetLife insurance 
and/or service program(s). Please read carefully and complete by checking all boxes that apply. 

☒ By checking this box and signing below, I certify that I received a copy of the Intermediary Compensation Notice Privacy 
Notice 

☒ By checking this box and signing below, I certify that the Gramm-Leach-Bliley Privacy Notice (Included below) has been 
distributed to all affected employees.  Intermediary Compensation Notice 

             

Signature of Executive Contact or Benefit Administrator  Date 
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U.S. Business Intermediary and Producer Compensation Notice  
 
Metropolitan Life Insurance Company, Metropolitan Tower Life Insurance Company, MetLife Consumer Services, 
Inc. and Metropolitan General Insurance Company (collectively herein called “MetLife”), enters into arrangements 
concerning the sale, servicing and/or renewal of MetLife group insurance and certain other group-related insurance 
and non-insurance products (“Products”) with brokers, agents, consultants, third party administrators, general 
agents, associations, and other parties that may participate in the sale, servicing and/or renewal of such products 
(each an “Intermediary”). MetLife may pay your Intermediary compensation, which may include, among other 
things, base compensation, supplemental compensation and/or a service fee. MetLife may pay compensation for 
the sale, servicing and/or renewal of products, or remit compensation to an Intermediary on your behalf. Your 
Intermediary may also be owned by, controlled by or affiliated with another person or party, which may also be an 
Intermediary and who may also perform marketing and/or administration services in connection with your products 
and be paid compensation by MetLife. 
 
Base compensation, which may vary from case to case and may change if you renew your products with MetLife, 
may be payable to your Intermediary as a percentage of premium or a fixed dollar amount. MetLife may also pay 
your Intermediary compensation that is based upon your Intermediary placing and/or retaining a certain volume of 
business (number of products sold or dollar value of premium) with MetLife. In addition, supplemental 
compensation may be payable to your Intermediary for eligible Products. Under MetLife’s current supplemental 
compensation plan (SCP), the amount payable as supplemental compensation may range from 0% to 9% of 
premium or fees. The supplemental compensation percentage may be based on one or more of: (1) the number of 
products sold through your Intermediary during a one-year period, or other defined period; (2) the amount of 
eligible new or renewal premium or fees with respect to products sold through your Intermediary during a one-year 
period; (3) the persistency percentage of products inforce through your Intermediary during a one-year period; (4) 
the block growth of the products inforce through your Intermediary during a one-year period; (5) eligible new or 
renewal premium or fees growth during a one-year period; or (6) a flat amount, fixed percentage or sliding scale of 
the premium or fees for products as set by MetLife. The supplemental compensation percentage will be set by 
MetLife based on the achievement of the outlined qualification criteria and it may not be changed until the following 
SCP plan year. As such, the supplemental compensation percentage may vary from year to year, but will not 
exceed 9% under the current supplemental compensation plan. 
 
The cost of supplemental compensation is not directly charged to the price of our products except as an allocation 
of overhead expense, which is applied to all eligible group insurance products, whether or not supplemental 
compensation is paid in relation to a particular sale or renewal. As a result, your rates will not differ by whether or 
not your Intermediary receives supplemental compensation. If your Intermediary collects the premium or fees from 
you in relation to your products, your Intermediary may earn a return on such amounts. Additionally, MetLife may 
have a variety of other relationships with your Intermediary or its affiliates, or with other parties, that involve the 
payment of compensation and benefits that may or may not be related to your relationship with MetLife (e.g., 
insurance and employee benefits exchanges, enrollment firms and platforms, sales contests, consulting 
agreements, participation in an insurer panel, or reinsurance arrangements). 
 
More information about the eligibility criteria, limitations, payment calculations and other terms and conditions 
under MetLife’s base compensation and supplemental compensation plans can be found on MetLife’s Website at  
www.metlife.com/business-and-brokers/broker-resources/broker-compensation. Questions regarding Intermediary 
compensation can be directed to ask4met@metlifeservice.com, or if you would like to speak to someone about 
Intermediary compensation, please call (800) ASK 4MET. In addition to the compensation paid to an Intermediary, 
MetLife may also pay compensation to your representative. Compensation paid to your representative is for 
participating in the sale, servicing, and/or renewal of products, and the compensation paid may vary based on a 
number of factors including the type of product(s) and volume of business sold. If you are the person or entity to be 
charged under an insurance policy or annuity contract, you may request additional information about the 
compensation your representative expects to receive as a result of the sale or concerning compensation for any 
alternative quotes presented, by contacting your representative or calling (866) 796-1800.  
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  Non-U.S. Coverage 
 
When providing you with information concerning an eligible group insurance policy issued or proposed to your 
affiliate or subsidiary outside the United States by a MetLife affiliate or by other locally licensed insurers that are 
members of the MAXIS Global Benefits Network (MAXIS GBN), New York insurance law requires the person 
providing the information to be licensed as an insurance broker. In this capacity, the information provided to you 
will only be on behalf of such insurers and not on behalf of MetLife or any other insurer that is not a member of 
MAXIS GBN. Please note that while MetLife is a member of MAXISGBN and is licensed to transact insurance 
business in New York, the other MAXIS GBN member insurers are not licensed or authorized to do business in 
New York. The group insurance policies they issue are for coverage outside the United States and are governed 
by the laws of the country they were issued in. These policies have not been approved by the New York 
Superintendent of Financial Services, are not subject to all of the laws of New York, and are not protected by the 
New York State Guaranty Fund. 
 
 

L0824042390[exp1025][All States][DC,GU,MP,PR,VI] 
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Metropolitan Life Insurance Company  
Metropolitan Tower Life Insurance Company  
SafeGuard Health Plans, Inc. 
Delaware American Life Insurance Company  
MetLife Health Plans, Inc. 
SafeHealth Life Insurance Company 

Our Privacy Notice 
We know that you buy our products and services because you trust us. This notice explains how we protect your 
privacy and treat your personal information. It applies to current and former customers. “Personal information” as 
used here means anything we know about you personally. 
 

 
 

This privacy notice is for individuals who apply for or obtain our products and services under an employee benefit 
plan, group insurance or annuity contract, or as an executive benefit. In this notice, “you” refers to these individuals. 
 

 
We take important steps to protect your personal information. We treat it as confidential. We tell our employees to 
take care in handling it. We limit access to those who need it to perform their jobs. Our outside service providers 
must also protect it, and use it only to meet our business needs. We also take steps to protect our systems from 
unauthorized access. We comply with all laws that apply to us. 
 

 
We typically collect your name, address, age, and other relevant information. We may also collect information about 
any business you have with us, our affiliates, or other companies. Our affiliates include life, car, and home insurers. 
They also include a legal plans company and a securities broker-dealer. In the future, we may also have affiliates in 
other businesses. 
 

 
We get your personal information mostly from you. We may also use outside sources to help ensure our records are 
correct and complete. These sources may include consumer reporting agencies, employers, other financial institutions, 
adult relatives, and others. These sources may give us reports or share what they know with others. We don’t control the 
accuracy of information outside sources give us. If you want to make any changes to information we receive from others 
about you, you must contact those sources. 
We may ask for medical information. The Authorization that you sign when you request insurance permits these 
sources to tell us about you. We may also, at our expense: 

• Ask for a medical exam Ask for blood and urine tests 
• Ask health care providers to give us health data, including information about alcohol or drug abuse 

We may also ask a consumer reporting agency for a “consumer report” about you (or anyone else to be 
insured). Consumer reports may tell us about a lot of things, including information about: 
 

 Reputation • Driving record  Finances 
 Work and work history • Hobbies and dangerous activities   

The information may be kept by the consumer reporting agency and later given to others as permitted by law.  The 
agency will give you a copy of the report it provides to us, if you ask the agency and can provide adequate identification. 
If you write to us and we have asked for a consumer report about you, we will tell you so and give you the name, 
address and phone number of the consumer reporting agency. 
Another source of information is MIB Group, Inc. (“MIB”). It is a non-profit association of life insurance companies. We 
and our reinsurers may give MIB health or other information about you. If you apply for life or health coverage from 
another member of MIB, or claim benefits from another member company, MIB will give that company any information 
that it has about you. If you contact MIB, it will tell you what it knows about you. You have the right to ask MIB to correct 
its information about you. You may do so by writing to MIB, Inc., 50 Braintree Hill, Suite 400, Braintree, MA 02184-8734, 
by calling MIB at (866) 692-6901, or by contacting MIB at www.mib.com. 
 

 
We collect your personal information to help us decide if you’re eligible for our products or services. We may also need it to 
verify identities to help deter fraud, money laundering, or other crimes. How we use this information depends on what 

1.Plan Sponsors and Group Insurance Contract Holders 

2.Protecting Your Information 

3.Collecting Your Information 

4.How We Get Your Information 

5.Using Your Information 
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  products and services you have or want from us. It also depends on what laws apply to those products and services. For 
example, we may also use your information to: 
 

 administer your products and services  process claims and other transactions 
 perform business research  confirm or correct your information 
 market new products to you  help us run our business 
 comply with applicable laws   

 

 
We may share your personal information with others with your consent, by agreement, or as permitted or required by law. 
We may share your personal information without your consent if permitted or required by law. For example, we may share 
your information with businesses hired to carry out services for us. We may also share it with our affiliated or unaffiliated 
business partners through joint marketing agreements. In those situations, we share your information to jointly offer you 
products and services or have others offer you products and services we endorse or sponsor. Before sharing your 
information with any affiliate or joint marketing partner for their own marketing purposes, however, we will first notify you 
and give you an opportunity to opt out. 

Other reasons we may share your information include: 

• doing what a court, law enforcement, or government agency requires us to do (for example, 
complying with search warrants or subpoenas) 

• telling another company what we know about you if we are selling or merging any part of our business 
• giving information to a governmental agency so it can decide if you are eligible for public benefits 
• giving your information to someone with a legal interest in your assets (for example, a creditor with a lien 

on your account) 
• giving your information to your health care provider 
• having a peer review organization evaluate your information, if you have health coverage with us 
• those listed in our “Using Your Information” section above 

 

 
We will not share your health information with any other company – even one of our affiliates – for their own marketing 
purposes. The Health Insurance Portability and Accountability Act (“HIPAA”) protects your information if you request or 
purchase dental, vision, long-term care and/or medical insurance from us. HIPAA limits our ability to use and disclose 
the information that we obtain as a result of your request or purchase of insurance. Information about your rights under 
HIPAA will be provided to you with any dental, vision, long-term care or medical coverage issued to you. 

You may obtain a copy of our HIPAA Privacy Notice by visiting our website at www.MetLife.com. For additional 
information about your rights under HIPAA; or to have a HIPAA Privacy Notice mailed to you, contact us at  
HIPAAprivacyAmericasUS@metlife.com, or call us at telephone number (212) 578-0299. 
 

 
You may ask us for a copy of the personal information we have about you. Generally, we will provide it as long as it is 
reasonably locatable and retrievable. You must make your request in writing listing the account or policy numbers with the 
information you want to access. For legal reasons, we may not show you privileged information relating to a claim or 
lawsuit, unless required by law. 

If you tell us that what we know about you is incorrect, we will review it. If we agree, we will update our records. Otherwise, 
you may dispute our findings in writing, and we will include your statement whenever we give your disputed information to 
anyone outside MetLife. 
 

 

We want you to understand how we protect your privacy. If you have any questions or want more information about this 
notice, please contact us. When you write, include your name, address, and policy or account number. 
Send privacy questions to:   
MetLife Privacy Office P. O. Box 489 Warwick, RI 02887-9954  privacy@metlife.com                          
We may revise this privacy notice. If we make any material changes, we will notify you as required by law. We provide this 
privacy notice to you on behalf of the MetLife companies listed at the top of the first page. 
 

6.Sharing Your Information With Others 

7.HIPAA 

8.Accessing and Correcting Your Information 

9.Questions 
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Minnesota Paid Family and Medical Leave (MN PFML) Illustration 
Proposal for insured and/or self-funded coverage to support the MN PFML benefit plan. 
 

Prospective Employer Name: City of Hibbing 

Employer Contact Name: Angela Kleffman 

Employer Contact Phone Number: 218-312-1574 Email: angelakleffman@hibbingmn.gov 

This quote is valid for 90 days from date of proposal. 
 

MN PFML is a mandated benefit plan for employers with workers in Minnesota. Under the Minnesota Paid Leave Law, Minn. 
Stat. §§ 268B.001, et seq., employers can elect to offer a private plan for benefit coverage in lieu of using the state plan 
and receive an exemption from contributing to the state fund. This proposal reflects MetLife’s intent to provide insured and/or 
self-funded coverage to the employer named above effective 1/1/2026, to help meet the coverage requirements under the 
MN PFML law and any applicable rules and/or regulations promulgated thereunder (collectively, the “Act”) as it meets all 
the minimum requirements for coverage set forth in the Act. It is your responsibility to obtain and maintain state 
approval of a private plan in accordance with the Act. MetLife’s provision of coverage per this proposal is 
contingent on your receipt and maintenance of private plan approval before the effective date of the plan.  
 
 MetLife offers a wide variety of products to meet our customers’ varying needs. In order for MetLife to issue MN PFML 

coverage, coverage must be accompanied with one other insured MetLife product. If you have STD, it must be with 
MetLife along with the PFML coverage. If you do not offer STD, then you do not need to purchase STD coverage from 
MetLife.  

 Number of MN Covered Workers: 173 

Per $100 of Covered Wages 
Insured Rate2 / 

Self Insured Fee  

Covered Monthly 
Payroll 

Illustrative 
Premium/Fee – 

Monthly 

Illustrative 
Premium/Fee - 

Annual  

MN PFML (PFL and PML) $0.79 $1,111,444 $8,780 $105,365 

     

     

Rate and Premium based on census data dated 04/23/2025.  
 
Minnesota has established employee contribution caps based on their earned wages up to the Social Security wage cap 
which is subject to change annually.  Employers may fund all or a portion of the MN PFML premium/fee due to MetLife in 
support of the private plan.  

• Broker Commissions included in the rate: net   
 
It will be the employer’s responsibility, regardless of size, to cover any additional funds to support the MN PFML 
insurance premium/self-insured fee for MetLife’s coverage.3 

 
1. MN PFML pricing is based on packaged MetLife coverage as described in this illustration. If the package coverage is not in force on or before January 1, 2026, the 

PFML quote will be rescinded.  
2. This quote is contingent on MetLife receiving state approval of its form and/or rate filing. MetLife’s illustrative premiums/fee based on census and experience at time of 

quote and the current applicable law and regulations. The rate is subject to change only if there are material changes to: (1) updated census or experience information 
provided prior to the proposed effective date or (2) applicable law or regulations. Worker maximum contribution rates are subject to change annually. 

3. Private plan premiums/fee can be different than the contributions associated with the state’s program and may include commissions. All MN PFML customers are 
required to contribute to the MetLife private plan premium/fees regardless of their size.  

 
After signing this illustration, MetLife will provide you with proof of your intent to purchase insured or self-funded coverage 
supporting your MN PFML private plan application with the state. If insured, MetLife’s MN PFML policy will be issued with 
an effective date of January 1, 2026, or later pending the state’s implementation timeline, with the first renewal effective 
January 1, 2027.  
 
Sign: _______________________________   Title: _________________________ 
 
Print Name: _________________________   Date: _________________________ 

Metropolitan Life Insurance 

April 23, 2025 
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Like most insurance policies, insurance policies offered by MetLife and its affiliates contain certain exclusions, exceptions, waiting periods, reductions, 
limitations, and terms for keeping them in force. Please contact MetLife or your plan administrator for complete details. 
 
No benefits under MN PFML are payable for: (1) a period of leave occurring before the employee’s insurance takes effect or commencing after the 
employee’s insurance ends; (2) more than one qualifying reason for any one segment of time; (3) any portion of a typical workweek that occurs before 
the effective data of a benefit account; that the applicant fails or refuses to provide information on an issue of ineligibility required under the Act; or for 
which the applicant worked for pay; (4) any portion of a week in which the applicant is receiving or has received compensation for loss of wages equal to 
or in excess of the applicant’s weekly MN PFML benefit amount under the workers’ compensation law of Minnesota or any other state or similar federal 
law, except for pending workers’ compensation claims; (5) any week the applicant is receiving, has received, or will receive separation pay, severance 
pay, bonus pay, or any other payments paid by an employer because of, upon, or after separation from employment; (6) any week the applicant is 
receiving, has received, or has filed for primary Social Security disability benefits, except under certain circumstances described in the Act; (7) any week 
the applicant is a seasonal employee as defined in the Act. 
 
The MN PFML policy is conditionally renewable and shall automatically renew on each Policy Anniversary with continued payment of premium. The 
Policyholder or MetLife may cancel the policy by giving written notice as stated in the policy.  Other limitations or exclusions to the coverage may apply. 
Please review the Certificate of Insurance/Policy for specific details or contact your benefits administrator with any questions.  A more complete 
description of the benefits provisions, conditions, limitations, and exclusions will be included in the Certificate of Insurance/Policy.  If any discrepancies 
exist between this information and the legal plan documents, the legal plan documents will govern. 
 
The information presented in this proposal is not legal advice and should not be relied upon or construed as legal advice. It is not permissible for MetLife, 
its employees or agents to give legal advice. The information in this proposal is for general informational purposes only and does not purport to be 
complete or to cover every situation. You must consult with your own legal advisors to determine how these laws will affect you.  
 
MetLife’s insured policy will align with the following summary of MN PFML provisions under § 19.268B.10 Substitution of a Private Plan.  
Please note, private plans can offer equal or better benefit plans than the state minimums described below.  
 
Private plans
Subd. 2. Private plan requirements; family and medical benefit 
program. The commissioner, in consultation with the commissioner of 
commerce, must approve an application for private provision of the 
benefit program if the commissioner determines: 
(1) all of the employees of the employer are to be covered under the 
provisions of the employer plan;  
(2) eligibility requirements for benefits and leave are no more restrictive 
than as provided under this chapter;  
(3) the weekly benefits payable under the private plan for any week are 
at least equal to the weekly benefit amount payable under this chapter;  
(4) the total number of weeks for which benefits are payable under the 
private plan is at least equal to the total number of weeks for which 
benefits would have been payable under this chapter; 
(5) no greater amount is required to be paid by employees toward the 
cost of benefits under the employer plan than by this chapter;  
(6) wage replacement benefits are stated in the plan separately and 
distinctly from other benefits; 
(7) the private plan will provide benefits and leave for the employee’s 
serious health condition or medical care related to pregnancy, the 
family member’s serious health condition, bonding with a child, 
qualifying exigency, and/or safety leave event, for which benefits are 
payable, and leave provided, under this law; 
(8) the private plan will impose no additional condition or restriction on 
the use of medical benefits beyond those explicitly authorized by this 
chapter or regulations promulgated pursuant to this chapter; 
(9) the private plan will allow any employee covered under the private 
plan who is eligible to receive medical benefits under this chapter to 
receive medical benefits under the employer plan; and 
(10) coverage will continue under the private plan while an employee 
remains employed by the employer. 
 
Subd. 6. Private plan requirements; weekly benefit determination. For 
purposes of determining the family and medical benefit amount and 
duration under a private plan, the weekly benefit amount and duration 
shall be based on the employee's typical work week and wages earned 
with the employer at the time of an application for benefits. If an 
employer does not have complete base period wage detail information, 
the employer may accept an employee's certification of wage credits, 
based on the employee's records. 
 
Subd. 7. Use of private insurance products. Nothing in this section 
prohibits an employer from meeting the requirements of a private plan 
through a private insurance product. If the employer plan involves a 
private insurance product, that insurance product must be approved by 
the commissioner of commerce and be issued by an insurance 
company authorized to transact insurance in this state. 
 
Subd. 8. An employer with an approved private plan is responsible for 
a private plan approval and oversight fee equal to $250 for employers 

with fewer than 50 employees, $500 for employers with 50 to 499 
employees, and $1,000 for employers with 500 or more employees. 
The employer must pay this fee  
(1) upon initial application for private plan approval, and  
(2) any time the employer applies to amend the private plan. The 
commissioner must review and report on the adequacy of this fee to 
cover private plan administrative costs annually beginning January 1, 
2027, as part of the annual report established in section 268B.25. 
 
Subd. 9. Plan duration. A private plan under this section must be in 
effect for a period of at least one year and, thereafter, continuously 
unless the commissioner finds that the employer has given notice of 
withdrawal from the plan in a manner specified by the commissioner in 
this section or rule. The plan may be withdrawn by the employer within 
30 days of the effective date of any law increasing the benefit amounts 
or within 30 days of the date of any change in the rate of premiums. If 
the plan is not withdrawn, it must be administered to provide the 
increased benefit amount or change in the rate of the employee's 
premium on the date of the increase or change. 
 
Subd. 10. Employer reimbursement. If an employer meeting the 
requirements of a private plan through an insurance product under 
subdivision 6 has made advance payments of benefits due under this 
chapter or has made payments to an employee in like manner as  
wages during any period of family or medical leave for which the 
employee is entitled to the benefits provided by this chapter, the 
employer is entitled to be reimbursed by the carrier or third party 
administrator out of any benefits due or to become due for the family or  
medical leave, if the claim for reimbursement is filed with the carrier 
prior to payment of the benefits by the carrier. 
 
Subd. 11. Appeals.  
(a) An employer may appeal any adverse action regarding that 
employer's application for private provision of the medical benefit or 
family benefit program, in a manner specified by the commissioner.  
(b) An employee covered under a private plan has the same right to 
appeal to the state under section 268B.04, subdivision 7, as any other 
employee. An employee covered under a private plan has the right to 
request reconsideration of a decision under a private plan made by an 
insurer, private plan administrator, or employer prior to exercising 
appeal rights under section 268B.04. 
 
Subd. 12. Employees no longer covered.  
(a) An employee is no longer covered by an approved private plan if a 
leave under this chapter occurs after the employment relationship with 
the private plan employer ends, or if the commissioner revokes the 
approval of the private plan. 
(b) An employee no longer covered by an approved private plan is, if 
otherwise eligible, immediately entitled to benefits under this chapter to 
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the same extent as though there had been no approval of the private 
plan.  
 
Subd. 13. Posting of notice regarding private plan. An employer with a 
private plan must provide a notice prepared by or approved by the 
commissioner regarding the private plan consistent with section 
268B.26. 
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Group Benefits 
Metropolitan Life Insurance Company 
Metropolitan Tower Life Insurance Company 

Statement of Responsibility 

MetLife will be responsible to the group policyholder (and/or participating employer, if applicable) for the performance of 
its administrative obligations under the group policy(ies), this agreement and any other written agreement between MetLife 
and the group policyholder (and/or participating employer). If  MetLife uses a third party in connection with any of 
MetLife’s administrative obligations, MetLife will remain responsible to the group policyholder (and/or participating  
employer) for the performance by the third party of those administrative obligations. The third party will work under the 
control and direction of MetLife and MetLife will be solely responsible for the acts, errors and omissions of the third party. 

The group policyholder (and/or participating employer, if applicable) will be responsible to MetLife for the performance of 
its administrative obligations under the group policy(ies), this agreement and any other written agreement between MetLife 
and the group policyholder (and/or participating employer). If the group policyholder (and/or participating employer)  uses 
a third party in connection with any of  the group policyholder’s (and/or participating employer’s)  administrative 
obligations, the group policyholder (and/or participating employer,) will remain responsible to MetLife for the 
performance by the third party of those administrative obligations. The third party will work under the control and the 
direction of the group policyholder (and/or participating employer) and the group policyholder (and/or participating 
employer)  will be solely responsible for the acts, errors and omissions of the third party. 

To be completed by Policyholder (and/or Participating Employer): 

(Print Name and Title of Authorized Representative)            (Group Policyholder (and/or Participating Employer) Name) 

(Signature)  Date (MM/DD/YYYY) 

Signed at: 

(City)  (State) 

To be completed by MetLife: 

  Crystal McElroy 
Vice President 

Date (MM/DD/YYYY) 

Group Benefits 

SoR MLIC/MTL 
Version(2/25) Group Benefits 

Pete Hyduke, Maor City of Hibbing

09/03/2025

Hibbing MN
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GAPP13-02 MN

Metropolitan Life Insurance Company 
200 Park Avenue, New York, New York 

APPLICATION FOR GROUP INSURANCE 

The applicant named below is applying for Group Insurance to provide coverage for the class(es) of persons specified 
below. 

APPLICANT DATA 

1. Full legal name of Applicant: (the “Policyholder”) 

2. Address: City   State   Zip 

EFFECTIVE DATE

The effective date of the applied for group insurance will be , subject to MetLife’s acceptance of 
this application and the applicant’s payment of the Premium due on or before such date. 

SITUS 

Group Policy forms will be issued for delivery in and governed by the laws of     Minnesota. 

COVERAGE DATA 

DependentsEmployees / Members  

N/A 

PREMIUM DATA 

Premiums will be paid:   Monthly   Quarterly    Annually   Other: 

Attached is an advance payment of:  $ . 

AGREEMENT 

The Applicant signing below agrees to accept the terms and provisions of all Group Policy forms issued pursuant to 
this application; including all Exhibits, amendments and endorsements, if any. 

Fraud Warning. Any person who knowingly and with intent to defraud any insurance company or other person files an 
application for insurance or statement of claim containing any materially false information, or conceals for the purpose 
of misleading, information concerning any fact material thereto commits a fraudulent insurance act, which is a crime 
and subjects such person to criminal and civil penalties.    

(Signature of Applicant’s Authorized Representative) (Print Name and Title of Authorized Representative) 

Signed at: Date:
(City) (State)

(Signature of Licensed MetLife Agent or Resident  (Agent’s State License No.)  (Print Name of Agent) 

  Agent as required by law) 
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City of Hibbing 

SPECIAL EVENT Permit Application  
 
 

  All applications for Special Events to be held within the City of Hibbing shall be 
reviewed by the City departments that will be involved during the operation of the Event.  
Prior to review, all application information must be completed.  After Department Review, 
the applications will be submitted to the City Council for final approval. 
 
 
  Deadlines:   Applications must be submitted 60 days prior to the event.   
 
    
  RETURN APPLICATION to the City Hall Council Office 
             DATE RECEIVED BY COUNCIL OFFICE:  _____________________________________ 
 
 
Name/Description of Event: 
 

 
 

Date of Event: 
 

 

Location of Event:  

Organizer: 
 

 

Organizer Contact 
Information: 

Home Phone:                                  Work Phone: 
Cell Phone: 

 
 
  Department Review.  If applicable and where noted in the application form, the event 
organizer will also need to contact City department heads  
 

DEPARTMENT  CONTACT # 

Hibbing Police Dept. Police Chief Steve Estey 218-262-0285 

Fire Department Fire Marshal Rossi Gangl 218-421-3942 

Sanitation Dept. John Sporer/John Yuretich 218-362-5991 

Public Works Dept. John Sporer/John Yuretich 218-362-5991 

City Services Nick Arola 218-362-5951 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

City of Hibbing 

SPECIAL EVENT PERMIT APPLICATION 
 
 
 
  Applications MUST BE FILLED OUT COMPLETELY & ALL NECESSARY REQUIREMENTS ATTACHED  
 
LOCATION OF EVENT: _____________________________________________________________ 
 

TITLE, PURPOSE, AND BRIEF DESCRIPTION OF EVENT: 

 
 
 
 
 

 
Date of Event: _______________________________________________ 
 
Refer media or citizen inquires to: 
____________________________________________   Telephone: ________________________ 
 

 

APPLICANT AUTHORIZATION: 
Attach a written communication from the organization(s) in whose name the event will be advertised 
which authorizes you, the applicant, to apply for this special event permit on its or their behalf. 
 

Applicants Name & Title: 
 

Address: 

Mailing Address: 

Affiliation: 

Telephone:  (day) ___________________  (evening) ___________________ 
 

 

EVENT PRINCIPALS: 
On the next sheet, please list names, addresses, and telephone numbers of all the principals involved in 
any way in the proposed special event.  Include professional event organizers, event promoters, 
financial underwriters, commercial sponsors, charitable agencies for whose benefit the event is being 
produced, the organizations in whose name the event is being advertised, and all other administratively, 
financially, or organizationally involved as principals in the production of the proposed special event.  
Make additional copies of the next sheet as needed to include all the principals involved in the proposed 
special event. 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

Name: 

Organization/Business/Agency/Affiliation: 

Mailing Address: 

Daytime Phone:                                           Evening Phone:                                    Other: 

Title and Functional Responsibility with Regard to the Event: 
 
 
 

Will this person have authority to cancel or greatly modify event plans?                                      Yes No 

Will this person be present at the event area or areas and in charge of the event at all times Yes  No 

 

Name: 

Organization/Business/Agency/Affiliation: 

Mailing Address: 

Daytime Phone:                                           Evening Phone:                                    Other: 

Title and Functional Responsibility with Regard to the Event: 
 
 
 

Will this person have authority to cancel or greatly modify event plans?                                      Yes No 

Will this person be present at the event area or areas and in charge of the event at all times Yes  No 

 

Name: 

Organization/Business/Agency/Affiliation: 

Mailing Address: 

Daytime Phone:                                           Evening Phone:                                    Other: 

Title and Functional Responsibility with Regard to the Event: 
 
 
 

Will this person have authority to cancel or greatly modify event plans?                                      Yes No 

Will this person be present at the event area or areas and in charge of the event at all times Yes  No 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

REQUESTED EVENT COMPONENTS: 

REQUESTED DAY AND DATE (first choice): 
 

Alternate days and dates: 

 ______________________________________  

 ______________________________________ 

 ______________________________________ 
 

REQUESTED HOURS OF OPERATION: 
     From: _____________________ a.m. / p.m.    To ________________________ a.m. / p.m. 
 
 

SET UP beginning Day and Date  
 
**Indicate the time at which any unit of an event will begin to assemble at such area 
 
     Day:  _____________________________  Time: ______________________a.m. / p.m. 
 
 

 
Describe the number and type of animals to be used in the Event                Not Applicable 
 

**If the event is a Circus, Carnival, Menagerie, or Like Exhibition:  The license fee payable to the 
City of Hibbing is $60.00 for the first day and $12.00 for each additional day. 
 
 If applicable, license fee to be included when submitting the application 
 
See City Code Chapter 6, Section 6.23 for additional information. 
 

Attach a Draft of the Entry Form for Participants / Spectators                        Attached 
 

Anticipated number of Participants:  _______________        Spectators: ______________ 
 

 

**INSURANCE 
 

    Attach to this application either an Insurance policy or a certificate of insurance including 
the policy number, amount, and the provision that the City of Hibbing is included as an 
additional insured. 
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SPECIAL EVENT APPLICATION  01/03/2022 

SANITATION: 

 Attach your “Plan for Clean-Up / Material Preservation”.   
 Include number, type and location of trash containers to be provided for the event.   
 Indicate who and how many will be responsible for emptying and cleaning up around 

containers during the event. 
 Indicate who and how many will be responsible for cleaning up after animals if they are 

used in the event. 
 Indicate who and how many will be responsible for cleaning up the event after the 

event.   
 Described the number, type and location of portable toilets to be provided for the event 

(or permanent toilets to be used for the event).   
 Include any other plan you have for ensuring post-event cleanliness and material 

preservation of city facilities, equipment, premises and streets. 

MAP (Noting the following items): 

Check off below items that apply to your event. 

 Indicate these items on attached separate maps.  Use, where necessary, a to-scale drawing. 

 If a route is involved, the beginning area, the route (indicate directions with arrows), and the 
finished area; 

 If a route is involved, the places where buses or trains need to be considered; 

 If a route is involved, it will expedite approval of your event if you attach separate maps giving 
two or three alternate routes; 

 Indicate if Roads and/or Sidewalks will be Closed   
The applicant will be required to explain how motorists and business owners and residents will 
be notified in advance of the event. 

 Barricades, cones, safety, portable parking signs (note location - provided by Public Works) 

 If a relay is involved, indicate hand-off points; 

 Entertainment or stage locations (grandstand operators should provide you with a to-scale 
drawing; 

 Alcoholic beverage concession areas; location must be specified 

 Non-alcoholic concession areas; 

 Food concession areas; 

 General merchandise concession areas; 

 Portable toilet facilities (indicate number); 

 First aid facilities; 

 Event participant and/or spectator parking areas; 

 Event organizers command post; 

 Fireworks or pyrotechnics site; (Must contact Fire Marshal) 

 Vehicle fuel handling site; 

 Cooking areas; 

 Tables, enclosures, etc.; 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

 Temporary or permanent structures constructed for the event; 

 Site of electrical wiring to be installed for the event; 

 Trash containers (indicate number): _______ 

 Other.  Please describe: 
 

 
AVAILABILITY OF FOOD, BEVERAGES AND/OR ENTERTAINMENT 
 

ENTERTAINMENT: 

 
If there will be music, sound amplification or any other noise impact, please describe, 
including the intended hours of the music, sound or noise. 
 
 
 

If a casino party, a dance or live entertainment is a part of your event, please 
describe: 
 

Please describe all of the activities of your event for which a license is required, for 
example, a cabaret license, a caterer’s license, a general merchandise concession 
license, peddler or transient merchant license, etc. (attach to this application all 
required licenses) 
 

ALCOHOL: 

Alcoholic Beverages to be served?       Yes         No  
 
Temporary Liquor License Applied For?  
                             BEER                                                       Yes         No                               
                             COMMUNITY FESTIVAL LICENSE       Yes         No            
                             TEMPORARY ON SALE                         Yes         No            
 
Organization Applying for License for Alcoholic Beverages: 
 

Describe what system will be used to ensure that alcoholic beverages will be 
consumed only by those persons 21 years and older. 
 
 

Describe how, where, when and by whom the alcoholic beverages will be served. 
 
 

List of people who will be selling the alcohol: 
 
 
 
 
 
 
Have they attended server training?    Yes       No 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

 
FOOD: 

Food and/or non-alcoholic beverages to be served?        Yes       No 

Describe sanitation measures, food handling procedures and the nature of the food 
(such as pre-packaged foods, hot dogs, pre-mixed sodas, unpeeled fruit, raw meats, 
vegetables, fish or peeled and cut fruits). 
 

A health permit may be required from either the State of MN or St. Louis County.  
               Attach a copy of your health permit to this application. 

If you intend to cook food in the event area, describe your area layout, including fuel 
or If electrical sources to be used. 
 

 
 

 
SECURITY AND SAFETY PROCEDURES: 
 
The Hibbing Police Department will determine the minimum number of private security guards and 
police officers required to adequately staff your event.  If the prescribed number of private security 
guards is not provided or proves inadequate, the Hibbing Police Department maintains the right to shut 
down any or all components of the event and/or to provide additional police services that may be billed 
directly to the host organization. 
 

Describe your proposed procedures for set-up operation, internal security and crowd control. 
 
 
 
 

If the event is to occur at night, describe how you are going to light the event area in order to increase 
the safety of participants and spectators coming to and leaving the event. 
 
 
 
 
 

If your event includes vehicles or animals, describe the minimum and maximum speeds of the event and 
the minimum and maximum intervals of space to be maintained between units. 
 
 
 
 

 
  Attach to this application a copy of your building permit (or permits) if you are installing any electrical 
wiring on a temporary or permanent basis and/or if you are building any temporary or permanent 
structures such as bleachers, scaffolding, a grandstand, reviewing stands, stages or platforms. 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

  Attach a copy of your fire department permit or permits to this application if you will use parade 
floats; an open flame; fireworks or pyrotechnics; vehicle fuels; cooking facilities; enclosures (and tables 
within those enclosures), tents, air-supported structures, canopies, or any fabric shelters. 
 
 

Give names, address and phone numbers of the agency or agencies which will provide first aid staff and 
equipment.  Attach additional sheets if necessary. 
 
Name of Agency: _________________________________________________________________ 
Name of Representative: ___________________________________________________________ 
Address: ________________________________________________________________________ 
Phone Numbers: _________________________________________________________________ 
 

 
Indicate medical services that will provided for the event. 
 
Medical Service                                 How Provided: 
   Ambulance                     
   Doctors                           
   Nurses                            
   Paramedics                     
 
 

HIBBING FIRE DEPARTMENT REQUIREMENTS 

 
In accordance with Minnesota State Fire Code Section 403.1 the Fire Marshal shall evaluate the need for 
requiring fire personnel to be in attendance of a public assembly for the following reasons: keep diligent 
watch for fires, obstruction to means of egress and other hazards and shall take prompt measures for 
remediation of hazards.  The Hibbing Fire Marshal maintains the right to require fire service personnel 
to staff special events that are construed as a potential hazard to the public safety.  These additional 
services may be billed directly to the host.  

 
 
In accordance with Minnesota State Fire Code Section 403.2; for an indoor special permit public 
assembly, the Fire Marshal shall receive a floor plan with dimensions of the floor, seating, and exit 
widths.  A total number of participants shall be submitted in order to evaluate the occupancy load and 
safe egress out of the building. The Fire Marshal shall assign an occupancy load for the event which shall 
be adhered to.  All event floor plan layouts must be approved by the Fire Marshal and all special permit 
public events are subject to inspection by the Fire Marshal the day of the event.  The Fire Marshal 
and/or designee reserves the right, under MN State Fire code, to stop and/or remedy any unsafe actions 
up to and including the cancelling of the event. 
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SPECIAL EVENT APPLICATION                                                                                                                     01/03/2022 

 

 VENDORS OR CONCESSIONAIRES: 
Describe what vendors or concessionaires you will allow in conjunction with the event and the purpose 
or purposes of these concessions. 
 
 
 

Describe how you intend to regulate, monitor and control the type, number and quality of 
vendors/concessionaires who you may permit to operate in conjunction with the event. 
 
 
 

MITIGATION OF THE IMPACT ON OTHERS: 
Describe how you intend to mitigate the impact of the special event on businesses, churches, neighbors, 
motorists, mass transit users and others.  Attach additional sheets, if necessary entitled “Mitigation of 
the Impact of Others.” 
 
 
 
  

OTHER PERTINENT INFORMATION: 
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RESOLUTION NO. _______ 
 

RESOLUTION APPROVING THE ISSUANCE AND SALE OF MULTI-FAMILY 
HOUSING REVENUE NOTES (LEE CENTER ) SERIES 2025 

BE IT RESOLVED, by the City Council of the City of Hibbing, Minnesota, as follows: 

Section 1. Definitions. The terms used in this Resolution, unless the context, use, or the rules 
of grammar indicate another or differing meaning or intent, are assigned the 
meanings below: 

a. Act: Minnesota Statutes, Chapters 462C and 474A, as amended. 

b. Arbitrage Certificate:  the Arbitrage and Tax Certificate between the Issuer and 
the Borrower. 

c. Authorized Officers: the Mayor, the Vice Mayor and the City Administrator of the 
Issuer, or the deputy of any of them, individually or in the number and combination 
required by Bond Counsel. 

d. Bond Counsel: the law firm of Fryberger, Buchanan, Smith & Frederick, P.A. (and 
with respect to matters pertaining to the federal tax exemption of the Notes, Burke 
Burns & Pinelli, Ltd., Chicago, Illinois) or any other firm of nationally recognized 
bond counsel. 

e. Borrower: LC Canopy, LLC, an Illinois limited liability company. 

f. Borrower Loan Agreement: the Borrower Loan Agreement to be entered into 
between the Issuer and the Borrower relating to the Series A/B Notes. 

g. City Council: the City Council of the Issuer. 

h. Code: the Internal Revenue Code of 1986, as amended. 

i. Fiscal Agent: Zions Bancorporation, National Association, as Fiscal Agent. 

j. Funding Lender: Citibank, N.A., a national banking association. 

k. Funding Loan Agreement: the Funding Loan Agreement to be entered into among 
the Issuer, the Funding Lender and the Fiscal Agent relating to the Series A/B 
Notes. 

l. Governmental Subordinate Note: the Governmental Promissory Note (Seller Loan) 
from the Issuer to the Subordinate Lender. 

m. Housing Program: the Multifamily Housing Development Program for the Project. 
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n. Issuer: the City of Hibbing, Minnesota, a municipal corporation and political 
subdivision of the State of Minnesota. 

o. Issuer Documents: the Borrower Loan Agreement, the Funding Loan Agreement, 
the Subordinate Loan Agreement, the Regulatory Agreement, the Arbitrage 
Certificate, the Housing Program and the Notes. 

p. Notes: the Series A Note, the Series B Note and the Governmental Subordinate 
Note, collectively. 

q. Project: acquisition, rehabilitating and equipping of a 95-unit multifamily affordable 
senior housing development located at 3220 8th Avenue East in Hibbing, 
Minnesota, commonly referred to as LEE Center. 

r. Regulatory Agreement: the Regulatory Agreement to be entered into by and 
among the Issuer, the Fiscal Agent and the Borrower. 

s. Series A Note: the Issuer’s Multi-Family Housing Revenue Note (LEE Center 
Project), Series 2025A. 

t. Series A/B Notes: the Series A Note and the Series B Note, collectively. 

u. Series B Note: the Issuer’s Multi-Family Housing Revenue Note (LEE Center 
Project), Series 2025B. 

v. Subordinate Lender:  LC WFE Root, LLC, an Illinois limited liability company, as 
the seller of the Project to the Borrower 

w. Subordinate Loan Agreement: the Subordinate Loan Agreement and Assignment 
among the Subordinate Lender, the Issuer and the Borrower. 

Section 2. Summary of the Issuer Documents. Bond Counsel has provided the following 
information relating to the Issuer Documents: 

a. The Borrower Loan Agreement provides the terms on which the Issuer lends the 
proceeds of the Series A/B Notes to the Borrower, and the Borrower agrees to 
repay the loan of the proceeds of the Series A/B Notes in specified amounts and 
at specified times in the amounts necessary to pay in full when due the principal 
of, premium, if any, and interest on the Series A/B Notes. In the Borrower Loan 
Agreement the Borrower additionally agrees to pay the Issuer’s administrative fee. 

b. In the Funding Loan Agreement, the Issuer pledges and grants a security interest 
to the Funding Lender in all of its right, title and interest in the Borrower Loan 
Agreement and the corresponding notes of the Borrower to the Issuer related to 
the Series A/B Notes (except for certain rights to fees, reimbursement of certain 
costs and expenses and for indemnification) as security for the Series A/B Notes. 

c. The Subordinate Loan Agreement provides the terms on which the Issuer issues 
the Governmental Subordinate Note to the Subordinate Lender to fund a portion 
of the cost of acquiring the Project by the Borrower from the Subordinate Lender, 
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the deemed proceeds of which are loaned to the Borrower, the Borrower agrees 
to repay the deemed loan of the proceeds thereof in specified amounts and at 
specified times in the amounts necessary to pay in full when due the principal of, 
premium, if any, and interest on the Governmental Subordinate Note, and the 
Issuer pledges and grants a security interest to the Subordinate Lender in all of its 
right, title and interest in the corresponding note of the Borrower to the Issuer 
related to the Governmental Subordinate Note (except for certain rights to fees, 
reimbursement of certain costs and expenses and for indemnification) as security 
for the Governmental Subordinate Note. 

d. In the Regulatory Agreement and the Arbitrage Certificate, the Borrower and the 
Issuer agree to comply with the restrictions contained therein to comply with the 
Code and the Act in order to preserve the federal income tax exemption of interest 
on the Notes. 

Section 3. Recitals. The Issuer makes the following statements of fact: 

a. Bond Counsel has advised the Issuer that under the Act, the Issuer is authorized 
and empowered to issue revenue obligations to finance multifamily residential 
projects such as the Project. 

b. Representatives of the Borrower have requested that the Issuer issue the Notes 
pursuant to the Act to finance a portion of the costs of the acquisition, renovation 
and equipping of the Project, pay a portion of the costs of issuing the Notes, fund 
reserves and/or for related purposes. 

c. The Issuer Documents have been submitted to this City Council and are on file in 
the office of the City Administrator. 

d. The Issuer has received allocation of issuing authority for the Notes from the State 
of Minnesota in the amount of $16,230,000. 

e. On the date hereof, a public hearing (the “Public Hearing”) was held by the Issuer 
with respect to the Project, the Housing Program and the proposed issuance of 
the Notes, at which hearing all interested persons were given an opportunity to 
appear and be heard in accordance with the Code; and notice of the Public Hearing 
was published in the Mesabi Tribune, a newspaper circulating generally in the City 
of Hibbing, Minnesota, at least ten (10) days prior to the date of the Public Hearing.  
The Issuer submitted the Housing Program to the Arrowhead Regional 
Development Commission (the “Commission”), which is the regional development 
commission for Saint Louis County, Minnesota, in which the Issuer and the Project 
are located, pursuant to Section 462C.04 of the Act.  Any comments received from 
the Commission were presented to the Issuer in accordance with said Section and 
the Housing Program approved hereby is consistent with any such comments and 
does not contain any material changes from the Housing Program submitted to 
the Commission other than any changes in the financial aspects of the Notes. 

Section 4. The Notes. In order to provide the financing for the Project, the Issuer authorizes 
the issuance of the Notes that are tax-exempt in the maximum aggregate principal 
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amount of$16,230,000 and bearing interest not in excess of 12% per annum, other 
than in case of default. The Borrower is authorized to approve the final maturity 
schedule, payment and prepayment provisions and interest rate or rates on the 
Notes within the parameters set forth below.  

The Series A/B Notes shall be designated and in the form prescribed in the Funding 
Loan Agreement and shall be dated, mature in the years and amounts, be subject 
to redemption/prepayment prior to maturity and bear interest at rates to be 
specified in the Funding Loan Agreement, and have such other details and 
provisions as therein specified, including covenants, rights, obligations, duties and 
agreements of the Issuer, the Borrower and the Funding Lender.    

The Governmental Subordinate Note shall be designated and in the form 
prescribed in the Subordinate Loan Agreement and shall be dated, mature in the 
years and amounts, be subject to redemption/prepayment prior to maturity, bear 
interest at rates to be specified in the Subordinate Loan Agreement and in the 
Governmental Subordinate Note, and have such other details and provisions as 
therein specified, including covenants, rights, obligations, duties and agreements 
of the Issuer, the Borrower and the Subordinate Lender.   

The Series A/B Notes shall be issued and sold by the Issuer directly to the Funding 
Lender in a transaction exempt from registration under the Securities Act of 1933, 
as amended.  The Governmental Subordinate Note shall be issued and sold by the 
Issuer directly to the Subordinate Lender in a transaction exempt from registration 
under the Securities Act of 1933, as amended.   There is no disclosure document 
being prepared in connection with any of the Notes. 

Section 5. Approval and Execution of Issuer Documents and Certificates. 

a. The Issuer Documents and the form of the Notes are approved in substantially the 
forms presented to the City Council on file in the office of the City Administrator. 

b. The Authorized Officers are authorized and directed to execute, acknowledge and 
deliver the Issuer Documents and the Notes with such changes, insertions and 
omissions therein as Bond Counsel approves, such execution to be conclusive 
evidence of approval of such documents in accordance with the terms hereof. 

c. The Authorized Officers are authorized and directed to execute and/or deliver all 
other documents, certificates and affidavits which may be required under the 
terms of the Issuer Documents or the Notes or by Bond Counsel, and to take such 
other action as may be recommended by Bond Counsel for the performance of the 
duties imposed thereby to carry out the purposes thereof. 

d. The officers of the Issuer, attorneys and other agents or employees of the Issuer 
are authorized to do all acts and things required of them by or in connection with 
this Resolution, the aforementioned documents, and the Notes for the full, 
punctual and complete performance of all the terms, covenants and agreements 
contained in the Notes, the aforementioned documents and this Resolution. 
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e. In the event that for any reason one or more of the Authorized Officers are unable 
to carry out the execution of any of the documents or other acts provided herein, 
any other officer of the Issuer or member of its City Council as in the opinion of 
Bond Counsel, are authorized to act in that capacity and undertake such execution 
or acts on behalf of the Issuer, shall without further act or authorization do all 
things and execute all instruments (including the Notes) and documents required 
to be done or executed by such officers, with full force and effect, which executions 
or acts shall be valid and binding on the Issuer. 

Section 6. Covenants; Limitations. 

a. The Notes are special, limited revenue obligations of the Issuer, the proceeds of 
which will be disbursed, in the case of the Series A/B Notes, pursuant to the 
Funding Loan Agreement and the Borrower Loan Agreement.  The principal, 
premium and interest on the Series A/B Notes shall be payable solely from the 
proceeds of such Notes and from revenues derived from the Borrower Loan 
Agreement and the other sources set forth in the Funding Loan Agreement.  The 
principal, premium and interest on the Governmental Subordinate Note shall be 
derived from amounts derived pursuant to the corresponding Borrower note to the 
Issuer, a subordinate mortgage from the Borrower to the Issuer and otherwise as 
provided in the Subordinate Loan Agreement. 

b. The Notes are not payable from or charged upon any funds of the Issuer other 
than as provided in Section 6.a above. The Issuer is not subject to any liability on 
the Notes, except to the extent payable from the sources specified in the respective 
underlying Issuer Documents. No holder of the Notes ever has the right to force 
any exercise of the taxing power of the Issuer to pay the principal of or interest 
on Notes or to enforce payment of the Notes against any property of the Issuer. 

c. The Notes are not a debt of the Issuer within the meaning of any constitutional or 
statutory limitation or an indebtedness, a pecuniary liability, a moral or general 
obligation or a loan of the credit of the Issuer or a charge, lien or encumbrance, 
legal or equitable, against the Issuer’s property, general credit or taxing powers. 

d. No provision, covenant or agreement contained in any document related to the 
Notes, and no obligation therein or herein imposed upon the Issuer or the breach 
thereof, shall constitute or give rise to any pecuniary liability of the Issuer or any 
charge upon its general credit or taxing powers. In making the agreements, 
provisions, covenants and representations set forth in such documents, the Issuer 
has not obligated itself to pay or remit any funds or revenues, other than funds 
and revenues derived from the sources referenced above which are to be applied 
to the payment of the Notes. 

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

f. Except as herein otherwise expressly provided, nothing in this Resolution or in the 
aforementioned documents expressed or implied, is intended or shall be construed 
to confer upon any person or firm or corporation, other than the Issuer, the 
Borrower or any owner of the Notes issued under the provisions of this Resolution, 
any right, remedy or claim, legal or equitable, under and by reason of this 
Resolution or any provision hereof, this Resolution, the aforementioned documents 
and all of their provisions being intended to be and being for the sole and exclusive 
benefit of the Issuer, the Company and any owner from time to time of the Notes 
issued under the provisions of this Resolution. 

Section 7. TEFRA Approval. This Resolution shall constitute the approval of the Notes by the 
City Council of the Issuer, an applicable representative of the Issuer, pursuant to 
Section 147(f) of the Code.   

Section 8. Severability. In case any one or more of the provisions of this Resolution, or of the 
aforementioned documents, or of the Notes issued hereunder shall for any reason 
be held to be illegal or invalid, such illegality or invalidity shall not affect any other 
provision of this Resolution, or of the aforementioned documents, or of the Notes, 
but this Resolution, the aforementioned documents, and the Notes shall be 
construed and enforced as if such illegal or invalid provision had not been 
contained therein. 

Section 9. Effectiveness. This Resolution shall become effective immediately upon passage, 
and all resolutions of the Issuer in conflict herewith are hereby repealed to the 
extent of the conflict. 

Adopted: September 3, 2025. 
 
 

  
Mayor 

ATTEST: 
 
 
  
City Administrator 
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EXTRACT OF MINUTES OF A REGULAR MEETING OF THE 
CITY COUNCIL OF THE 

CITY OF HIBBING, MINNESOTA 
 

Pursuant to due call and notice thereof, a regular meeting of the City Council of the City 
of Hibbing, Minnesota, was duly called and held on the 3rd day of September,2025, at _____ 
__.m. 

The following Council Members were present: ________________________________ 

and the following Council Members were absent: __________________________________ 

MOTION: Council Member moved to adopt Resolution No. _______, entitled “Resolution 
Approving the Issuance and Sale of Multi-Family Housing Revenue Notes (LEE 
Center Project) Series 2025  

SECOND: Council Member ________ 

RESULT: On a roll call vote the motion was carried. 

Ayes: _______________  
Nays: ________  
Not Voting: _________  
Absent: ___________________  

 
 

Page 90 of 373



MULTIFAMILY HOUSING DEVELOPMENT PROGRAM 
 

City of Hibbing, Minnesota 
(LEE Center Apartments) 

 
I. GENERAL DESCRIPTION OF THIS PROGRAM 

LC Canopy, LLC, an Illinois limited liability company (the “Company”), an affiliate of Stone 
Beam Development LLC, an Illinois limited liability company intends to undertake the 
acquisition, preservation, equipping, and rehabilitation of an approximately 77,500 
square-foot, 95-unit, senior affordable multifamily housing development (this “Program” 
or the “Project”). The Project will consist of the number of units, at the rents and with the 
sizes shown on Table I below (the “Rental Housing”). 

TABLE I 

Unit Type 
# of 
Units 

Square 
Footage 

Monthly Rent 
Range 

1 bedroom 90 552 $1,145 
2 bedroom 5 768   1,360 

 
All units receive rent subsidy via a Section 8 HAP contract. Rents include management, 
maintenance, heat, hot water, cold water and sewer, trash, property taxes and parking. 
Rents do not include internet, telephone or cable television service. Each unit will have a 
range and refrigerator. Washers and dryers are provided in a common laundry room. The 
total development cost is estimated to be $28,446,901 which includes an estimated total 
construction cost of $8,138,021. 

II. GEOGRAPHIC LOCATION TO WHICH THIS PROGRAM WILL BE LIMITED 

The Project will be located at 3220 8th Avenue East, Hibbing, Minnesota 55746, in the 
jurisdiction of the City of Hibbing, Minnesota (the “Issuer”). 

III. ESTIMATED AMOUNTS AND TIMING OF THE SALE OF REVENUE OBLIGATIONS 
REQUIRED TO FINANCE THIS PROGRAM 

A. Amount of Revenue Obligations. The Company has proposed that the Issuer issue 
revenue obligations in one or more series in an estimated total amount of not to 
exceed $16,230,000 (the “Notes”) and loan the proceeds to the Company to 
finance this Program pursuant to the authority of Minnesota Statutes, 
Chapter 462C, as the same may be amended from time to time (the “Act”), and 
Section 142(d) of the Internal Revenue Code of 1986, as amended (the “Code”). 
The final maturity date of the Notes shall not be more than 40 years, and the 
interest rate is not expected to exceed 12% per annum. 

B. Timing of the Sale of the Revenue Obligations. A purchaser for the Notes has been 
identified, subject to approval by the Issuer. Closing on the financing transaction 
is expected to be on or about October 2025. 
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C. Funding of Appropriate Reserves. It is expected that no debt service reserve fund 
will be funded from the proceeds of the Notes. 

1. Interest Reserve. During construction, the Company will make monthly 
interest payments on the Notes from an interest reserve funded from the 
proceeds of the Notes. 

2. Replacement Reserve. The Company will be required to fund a replacement 
reserve within an annual amount not less than $300 per unit.  

3. Operating Reserve. The Company will be required to fund an operating 
reserve in an amount not less than six months and may be reduced to four 
months after the credit period of the projected Project operating expenses 
including debt service and replacement reserve contributions. 

D. Payment of Costs of Issuance. Proceeds of the Notes, along with the Company’s 
equity will be used to provide funds for payment of costs of issuance. Not more 
than two percent of the proceeds of the Notes will be allocated to payment of costs 
of issuance. 

E. Bond Allocation. The Issuer has received an allocation of up to $16,230,000 of 
bond issuance authority from the State of Minnesota Department of Finance, 
pursuant to Minnesota Statutes, Chapter 474A, for the Notes. 

IV. METHODS FOR MONITORING THE IMPLEMENTATION OF THIS PROGRAM 

The Company and the Issuer will enter into a Regulatory Agreement which set out the 
federal and state law tests for occupancy and rent restrictions for this Program which are 
required as a result of the issuance of the Notes. This Program will be monitored by the 
Company or its agent. The Company will employ the services of a professional 
management agent that will oversee the day to day operations of the Rental Housing or 
will do so itself. The Company or its agent will require all applicants to the Rental Housing 
which are intended to be “qualifying tenants” as required by the Code and applicable 
Minnesota Statutes, to comply with household income certification procedures. Income 
limits and rents are described in Section V, paragraphs C, D and E below. The Company 
will provide a certification annually to the United States Treasury Department, and to the 
Issuer, certifying that the Company is complying with the income limitations set forth in 
the Regulatory Agreement. 

V. ANALYSIS OF HOW THIS PROGRAM WILL MEET THE NEEDS OF LOW AND MODERATE 
INCOME FAMILIES 

A. Additional Support for Program. The need for the Rental Housing and for the 
assistance to be provided hereunder is found to exist by virtue of the Issuer’s 
discussions with private developers and the Issuer’s recent experience in 
attempting to promote or encourage the development in the jurisdiction of the 
Issuer of multifamily rental housing for low- and moderate-income persons and 
families by private enterprise. The Issuer believes that the Rental Housing will help 
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meet the identified needs under this Program. The Rental Housing is an 
appropriate land use for its location within the jurisdiction of the Issuer. 

B. Need for this Program. 

1. This Program is in furtherance of the Issuer’s prior and current findings and 
determinations that: 

a. the preservation of the quality of life in the jurisdiction of the Issuer 
is in part dependent upon the maintenance and provision of 
adequate, decent, safe, sanitary and affordable housing stock; 

b. accomplishing the goals of this Program is a public purpose and will 
benefit the residents within the jurisdiction of the Issuer; 

c. the need exists within the jurisdiction of the Issuer to provide in a 
timely fashion additional affordable rental housing to and for the 
benefit of persons of low and moderate income residing and 
expected to reside within the jurisdiction of the Issuer; 

d. there exists or are expected to exist within the jurisdiction of the 
Issuer persons and families who are and will be able to benefit from 
and are in need of this Program; 

e. this Program is necessary in view of the limited resources that may 
be available to such persons relative to the expenses involved in 
accomplishing the type of objectives outlined in this Program in the 
absence of one or more of the forms of assistance described herein 
or otherwise available pursuant to the Act; 

f. the Issuer has found and hereby reaffirms the determination that 
such forms of assistance are often necessary for the benefit of such 
persons, families and goals; 

g. the successful implementation of the objectives of the kind 
described in this Program has been found to provide impetus for 
the development of other housing in the jurisdiction of the Issuer, 
as well as the general development of the Issuer by other persons 
who are not beneficiaries of such governmentally sponsored or 
assisted activities; and 

h. there exists a need for multifamily rental housing to provide rental 
housing opportunities for persons of low and moderate income 
which is not being filled by private enterprise alone due to a variety 
of factors, including the fact that the cost of new construction of 
multi-family rental units for low and moderate income persons may 
in many cases prove economically unfeasible, given prevailing area 
rental levels, and that therefore appropriate levels of public 
assistance may be helpful and necessary in bridging the gap. 
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C. Affordability. The Rental Housing will be subject to federal and state statutory 
requirements which will assure affordability to low- and moderate-income families 
residing in the Rental Housing. These requirements will be set forth in the 
Regulatory Agreement. The restrictions on income limits and rent for the Rental 
Housing are as follows: 

1. Section 142(d) of the Code and Minnesota Statutes, Section 469.1761, 
Subdivision 3. At least 40% of the Rental Units must be occupied by 
persons or families whose income is 60% or less of area median gross 
income. 

2. Section 474A.047 of Minnesota Statutes. The maximum rent for at least 
20% of the Rental Units must not exceed the area fair market rents, as 
established by the Federal Department of Housing and Urban Development 
(“HUD”) from time to time. 

D. Applicable Limitations on Gross Income. In order to issue the Notes as tax-exempt 
obligations under Section 142(d) of the Code and to comply with the requirements 
of Minnesota Statutes, Section 462C.05, Subdivision 2, the Company will agree to 
the income limits described in Section V.C.1. The Company reasonably expects 
that the income limits based on 2025 criteria for 40% of the units comprising the 
Rental Housing which are set aside for low-income tenants will not be more than 
the following: 

TABLE II 
INCOME RESTRICTIONS – ADJUSTED FOR FAMILY SIZE 

Family Size 60% of Median Income 
1 $42,300 
2 $48,300 
3 $54,360 
4 $60,360 
5 $65,220 
6 $70,020 

 
E. For purposes of Minnesota Statutes, Section 474A.047, rental rates of units in a 

residential rental project for which project-based federal assistance payments are 
made are deemed to be within the rent limitations of Minnesota Statutes, 
Section 474A.047. 
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SOURCES
Bond Amount 16,000,000.00$          
Equity 8,358,000.00$             
Deferred Developer Fee 1,244,000.00$             
Interim Income 2,935,000.00$             
Total 28,537,000.00$          

USES
Land & Building 13,440,000.00$          
Construction 6,680,000.00$             
Architect and engineering 2,365,000.00$             
legal, professional, financing 5,412,000.00$             
Reserves 640,000.00$                 
Total 28,537,000.00$          

LC Canopy, LLC
Estimated Sources and Uses
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BORROWER LOAN AGREEMENT 

Between 

CITY OF HIBBING, MINNESOTA, 

as Governmental Lender, 

and 

LC CANOPY, LLC, 

as Borrower 

Dated as of [Month] 1, 2025 

Relating to: 

$[Loan Amount] 

Funding Loan originated by CITIBANK, N.A., as Funding Lender 

 
 
The interest of the Governmental Lender in this Borrower Loan Agreement (except for certain rights 
described herein) has been pledged and assigned to Citibank, N.A., as funding lender (the “Funding 
Lender”), under that certain Funding Loan Agreement, of even date herewith, by and among the  City of 
Hibbing, Minnesota (the “Governmental Lender”), Zions Bancorporation, National Association, as fiscal 
agent (the “Fiscal Agent”), and the Funding Lender, under which the Funding Lender is originating a loan 
to the Governmental Lender to fund the Borrower Loan made under this Borrower Loan Agreement. 
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BORROWER LOAN AGREEMENT 

THIS BORROWER LOAN AGREEMENT (this “Borrower Loan Agreement”) is entered into as 
of the first day of [Month], 2025, between CITY OF HIBBING, MINNESOTA, a municipal corporation 
and political subdivision organized and existing under the laws of the State of Minnesota (together with its 
successors and assigns, the “Governmental Lender”) and LC CANOPY, LLC, an Illinois limited liability 
company (together with its successors and assigns, the “Borrower”). 

WITNESSETH: 

RECITALS 

WHEREAS, the Act (as defined below) authorizes the Governmental Lender (a) to make loans to 
any person to provide financing for multifamily housing developments located within the City of Hibbing, 
Minnesota(the “Sponsoring Political Subdivision”), and intended to be occupied in part or in whole by 
persons of low and moderate income; (b) to borrow funds for the purpose of obtaining moneys to make 
such loans and provide such financing, to establish necessary reserve funds and to pay administrative costs 
and other costs incurred in connection with any such borrowing by the Governmental Lender; and (c) to 
pledge all or any part of the revenues, receipts or resources of the Governmental Lender, including the 
revenues and receipts to be received by the Governmental Lender from or in connection with such loans, 
and to mortgage, pledge or grant security interests in such loans or other property of the Governmental 
Lender in order to secure the repayment of any such borrowing by the Governmental Lender; and 

WHEREAS, the Borrower has applied to the Governmental Lender for a loan (the “Borrower 
Loan”), for the acquisition, construction, rehabilitation, development, equipping and/or operation of a 95-
unit multifamily residential project located in the City of Hibbing, Saint Louis County, Minnesota, known 
as LEE Center (the “Project”); and 

WHEREAS, the Borrower’s repayment obligations under this Borrower Loan Agreement are 
evidenced by the Borrower Notes, as defined herein; and  

WHEREAS, the Borrower has requested the Governmental Lender to enter into that certain 
Funding Loan Agreement, of even date herewith (the “Funding Loan Agreement”), among the 
Governmental Lender, Zions Bancorporation, National Association, as fiscal agent (the “Fiscal Agent”) 
and Citibank, N.A. (the “Funding Lender”), under which the Funding Lender will make a loan (the 
“Funding Loan”) to the Governmental Lender, the proceeds of which will be loaned under this Borrower 
Loan Agreement to the Borrower to finance the acquisition, construction, rehabilitation, development, 
equipping and/or operation of the Project; and; 

WHEREAS, the Borrower Loan is secured by, among other things, that certain Multifamily 
Mortgage, Assignment of Rents, Security Agreement and Fixture Filing (as amended, restated and/or 
supplemented from time to time, the “Security Instrument”), of even date herewith and assigned to the 
Funding Lender to secure the Funding Loan, encumbering the Project, and will be advanced to Borrower 
pursuant to this Borrower Loan Agreement, the Funding Loan Agreement and the Construction Funding 
Agreement. 

NOW, THEREFORE, in consideration of the premises and the mutual representations, covenants 
and agreements herein contained, the parties hereto do hereby agree as follows: 
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ARTICLE I 

DEFINITIONS; PRINCIPLES OF CONSTRUCTION 

Section 1.1.  Specific Definitions.  For all purposes of this Borrower Loan Agreement, except as 
otherwise expressly provided or unless the context otherwise requires: 

(a) Unless specifically defined herein, all capitalized terms shall have the meanings ascribed 
thereto in the Security Instrument or, if not defined in the Security Instrument, in the Funding Loan 
Agreement. 

(b) All accounting terms not otherwise defined herein shall have the meanings assigned to 
them, and all computations herein provided for shall be made, in accordance with GAAP. 

(c) All references in this instrument to designated “Articles,” “Sections” and other 
subdivisions are to the designated Articles, Sections and subdivisions of this instrument as originally 
executed. 

(d) All references in this instrument to a separate instrument are to such separate instrument as 
the same may be amended or supplemented from time to time pursuant to the applicable provisions thereof. 

(e) Unless otherwise specified, (i) all references to sections and schedules are to those in this 
Borrower Loan Agreement, (ii) the words “hereof,” “herein” and “hereunder” and words of similar import 
refer to this Borrower Loan Agreement as a whole and not to any particular provision, (iii) all definitions 
are equally applicable to the singular and plural forms of the terms defined and (iv) the word “including” 
means “including but not limited to.” 

Section 1.2.  Definitions.  The following terms, when used in this Borrower Loan Agreement 
(including when used in the above recitals), shall have the following meanings: 

“Act” shall mean Minnesota Statutes 462C and 474A, as amended. 

“Act of Bankruptcy” shall mean the filing of a petition in bankruptcy (or any other commencement 
of a bankruptcy or similar proceeding) under any applicable bankruptcy, insolvency, reorganization, or 
similar law, now or hereafter in effect; provided that, in the case of an involuntary proceeding, such 
proceeding is not dismissed within ninety (90) days after the commencement thereof. 

“ADA” shall have the meaning set forth in Section 4.1.38 hereof. 

“Additional Borrower Payments” shall mean the payments payable pursuant to Section 2.5 hereof 
(Additional Borrower Payments), Section 2.6 hereof (Overdue Payments; Payments in Default), and 
Section 5.14 hereof (Expenses), Section 5.2 (Taxes and Other Charges), Section 5.11 (Governmental 
Lender’s and Funding Lender’s Fees), Section 3.3.3 (Borrower Loan in Balance) of the Construction 
Funding Agreement; and Section 10 (Prepayments) of the Borrower Notes. 

“Agreement of Environmental Indemnification” shall mean the Agreement of Environmental 
Indemnification, of even date herewith, executed by the Borrower and Guarantor for the benefit of the 
Beneficiary Parties (as defined therein) and any lawful holder, owner or pledgee of the Borrower Notes 
from time to time. 

Page 103 of 373



 

Borrower Loan Agreement 3 LEE Center Project 

“Appraisal” shall mean an appraisal of the Project and Improvements, which appraisal shall be (i) 
performed by a qualified appraiser licensed in the State selected by Funding Lender, and (ii) satisfactory to 
Funding Lender (including, without limitation, as adjusted pursuant to any internal review thereof by 
Funding Lender) in all respects. 

“Approved Developer Fee Schedule” shall have the meaning set forth in the Construction Funding 
Agreement. 

“Architect” shall mean any licensed architect, space planner or design professional that Borrower 
may engage from time to time, with the approval of Funding Lender, to design any portion of the 
Improvements, including the preparation of the Plans and Specifications. 

“Architect’s Agreement” shall mean any agreement that Borrower and any Architect from time to 
time may execute pursuant to which Borrower engages such Architect to design any portion of the 
Improvements, including the preparation of the Plans and Specifications, as approved by Funding Lender. 

“Authorized Borrower Representative” shall mean a person at the time designated and authorized 
to act on behalf of the Borrower by a written certificate furnished to the Governmental Lender, the Funding 
Lender, the Fiscal Agent, and the Servicer and containing the specimen signature of such person and signed 
on behalf of the Borrower by its Borrower Controlling Entity which certificate may designate one or more 
alternates. 

“Bankruptcy Code” shall mean the United States Bankruptcy Reform Act of 1978, as amended 
from time to time, or any substitute or replacement legislation. 

“Bankruptcy Event” shall have the meaning given to that term in the Security Instrument. 

“Bankruptcy Proceeding” shall have the meaning set forth in Section 4.1.8 hereof. 

“Beneficiary Parties” shall mean, collectively, the Funding Lender and the Governmental Lender. 

“Borrower” shall have the meaning set forth in the first paragraph to this Borrower Loan 
Agreement. 

“Borrower Affiliate” shall mean, as to the Borrower, its managing member or the Guarantor, (i) 
any entity that directly or indirectly owns, controls, or holds with power to vote, 20 percent or more of the 
outstanding voting securities of Borrower, its managing member or the Guarantor, (ii) any corporation 20 
percent or more of whose outstanding voting securities are directly or indirectly owned, controlled or held 
with power to vote by the Borrower, its managing member or the Guarantor, (iii) any partner, shareholder 
or, if a limited liability company, member of Borrower, its managing member or the Guarantor, or (iv) any 
other person that is related (to the third degree of consanguinity) by blood or marriage to the Borrower, its 
managing member or the Guarantor (to the extent any of the Borrower, its managing member or the 
Guarantor is a natural person). 

“Borrower Controlling Entity” shall mean, if the Borrower is a partnership, any general partner or 
managing partner of the Borrower, or if the Borrower is a limited liability company, the manager or 
managing member of the Borrower, or if the Borrower is a not for profit corporation, the shareholders 
thereof. 

“Borrower Deferred Equity” shall have the meaning set forth in the Construction Funding 
Agreement. 
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“Borrower Initial Equity” shall have the meaning set forth in the Construction Funding Agreement. 

“Borrower Loan” shall mean the mortgage loan made by the Governmental Lender to the Borrower 
pursuant to this Borrower Loan Agreement, in the maximum principal amount of the Borrower Loan 
Amount, as evidenced by the Borrower Notes. 

“Borrower Loan Agreement” shall mean this Borrower Loan Agreement. 

“Borrower Loan Amount” shall mean $[Loan Amount], the original aggregate maximum principal 
amount of the Borrower Notes. 

“Borrower Loan Documents” shall mean this Borrower Loan Agreement, the Construction Funding 
Agreement, the Borrower Notes, the Security Instrument, the Agreement of Environmental 
Indemnification, the Guaranty, the Replacement Reserve Agreement, the Contingency Draw Down 
Agreement, the Continuing Disclosure Agreement and all other documents or agreements evidencing or 
relating to the Borrower Loan. 

“Borrower Loan Payment Date” shall mean (i) the date upon which regularly scheduled Borrower 
Loan Payments are due pursuant to the Borrower Notes, or (ii) any other date on which one of both of the 
Borrower Notes are prepaid or paid, whether at the scheduled maturity or upon the acceleration of the 
maturity thereof. 

“Borrower Loan Payments” shall mean the monthly loan payments payable pursuant to the 
Borrower Notes. 

“Borrower Loan Proceeds” shall mean proceeds of the Borrower Loan, to be disbursed in 
accordance with Section 2.10 of this Borrower Loan Agreement, Section 7.7 of the Funding Loan 
Agreement, and the Construction Funding Agreement. 

“Borrower Notes” shall mean, collectively, the Series A Borrower Note, the Series B Borrower 
Note, and “Borrower Note” shall mean one of such Notes.  

“Borrower Payment Obligations” shall mean all payment obligations of the Borrower under the 
Borrower Loan Documents, including, but not limited to, the Borrower Loan Payments and the Additional 
Borrower Payments. 

“Business Day” shall mean any day other than (i) a Saturday or Sunday, or (ii) a day on which 
federally insured depository institutions in New York, New York, or the city where the Fiscal Agent is 
located, are authorized or obligated by law, regulation, governmental decree or executive order to be closed. 

“Calendar Month” shall mean each of the twelve (12) calendar months of the year. 

“CC&R’s” shall mean any covenants, conditions, restrictions, maintenance agreements or 
reciprocal easement agreements affecting the Project or the Mortgaged Property. 

“City” shall mean the City of Hibbing, Minnesota. 

“Closing Date” shall mean [Closing Date], 2025. 

“Code” shall mean the Internal Revenue Code of 1986 as in effect on the Closing Date or (except 
as otherwise referenced herein) as it may be amended to apply to obligations issued on the Closing Date, 
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together with applicable proposed, temporary and final regulations promulgated, and applicable official 
public guidance published, under the Code. 

“Collateral” shall mean, collectively, all collateral described in (i) this Borrower Loan Agreement 
(including, without limitation, all property in which the Governmental Lender and/or the Funding Lender 
is granted a security interest pursuant to any provision of this Borrower Loan Agreement), (ii) the Security 
Instrument, or (iii) any other Security Document, which Collateral shall include the Project, all of which 
collateral (exclusive of the Unassigned Rights)  is pledged and assigned to Funding Lender under the 
Funding Loan Agreement to secure the Funding Loan. 

“Completion” shall have the meaning set forth in Section 5.25. 

“Completion Date” shall have the meaning set forth in the Construction Funding Agreement. 

“Computation Date” shall have the meaning ascribed thereto in Section 1.148 3(e) of the 
Regulations.   

“Condemnation” shall mean any action or proceeding or notice relating to any proposed or actual 
condemnation or other taking, or conveyance in lieu thereof, of all or any part of the Project, whether direct 
or indirect. 

“Conditions to Conversion” shall have the meaning set forth in the Construction Funding 
Agreement.   

“Construction Consultant” shall mean a third-party architect or engineer selected and retained by 
Funding Lender, at the cost and expense of Borrower, to monitor the progress of construction and/or 
rehabilitation of the Project and to inspect the Improvements to confirm compliance with this Borrower 
Loan Agreement.  

“Construction Contract” shall mean any agreement that Borrower and any Contractor from time to 
time may execute pursuant to which Borrower engages the Contractor to rehabilitate any portion of the 
Improvements, as approved by Funding Lender. 

“Construction Funding Agreement” shall mean that certain Construction Funding Agreement of 
even date herewith, between the Funding Lender, as agent for the Governmental Lender, and Borrower, 
pursuant to which the Borrower Loan will be advanced by the Funding Lender (or the Servicer on its 
behalf), as agent of the Governmental Lender, to the Fiscal Agent for disbursement to the Borrower and 
setting forth certain provisions relating to disbursement of the Borrower Loan during rehabilitation, 
insurance and other matters, as such agreement may be amended, modified, supplemented and replaced 
from time to time. 

“Construction Schedule” shall mean a schedule of construction or rehabilitation progress with the 
anticipated commencement and completion dates of each phase of construction or rehabilitation, as the case 
may be, and the anticipated date and amounts of each Disbursement for the same, as approved by Funding 
Lender, as assignee of the Governmental Lender. 

“Contingency Draw-Down Agreement” shall mean the Contingency Draw-Down Agreement of 
even date herewith, among the Funding Lender, the Fiscal Agent, and the Borrower relating to possible 
conversion of  a portion of the Funding Loan from a draw down loan to a fully funded loan.   
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“Continuing Disclosure Agreement” shall mean that certain Continuing Disclosure Agreement of 
even date herewith, between the Borrower and the Funding Lender, pursuant to which the Borrower agrees 
to provide certain information with respect to the Project, the Borrower and the Funding Loan subsequent 
to the Closing Date, as amended, supplemented or restated from time to time. 

“Contractor” shall mean any licensed general contractor or subcontractor that Borrower may 
directly engage from time to time, with the approval of Funding Lender, to construct and/or rehabilitate any 
portion of the Improvements. 

“Contractual Obligation” shall mean, for any Person, any debt or equity security issued by that 
Person, and any indenture, mortgage, deed of trust, contract, undertaking, instrument or agreement (written 
or oral) to which such Person is a party or by which it is bound, or to which it or any of its assets is subject. 

“Conversion” shall mean Funding Lender’s determination that the Conditions to Conversion have 
been satisfied in accordance with the provisions of this Borrower Loan Agreement and the Construction 
Funding Agreement. 

“Conversion Date” shall mean the date to be designated by Funding Lender once the Conditions to 
Conversion have been satisfied, the determination of the Permanent Period Amount has been made and any 
loan balancing payments in accordance with Section 3.3 hereof and the Construction Funding Agreement 
have been made.  The Conversion Date must occur no later than the Outside Conversion Date. 

“Cost Breakdown” shall mean the schedule of costs for the Improvements, as set forth in the 
Construction Funding Agreement, as the same may be amended from time to time with Funding Lender’s 
consent. 

“Costs of Funding” shall mean the Governmental Lender’s Closing Fee and the fees, costs, 
expenses and other charges incurred in connection with the funding of the Borrower Loan and the Funding 
Loan, the negotiation and preparation of this Borrower Loan Agreement and each of the other Borrower 
Loan Documents and Funding Loan Documents and shall include, but shall not be limited to, the following: 
(i) counsel fees (including but not limited to Tax Counsel, counsel to the Governmental Lender, Borrower’s 
counsel, and Funding Lender’s counsel); (ii) financial advisor fees incurred in connection with the closing 
of the Borrower Loan and the Funding Loan; (iii) certifying and authenticating agent fees and expenses 
related to funding of the Funding Loan; (iv) any recording fees; (v) any additional fees charged by the 
Governmental Lender; (vi) Fiscal Agent Fees; and (vii) costs incurred in connection with any required 
public notices generally and costs of any public hearing related to the Funding Loan and the financing of 
the Project with the proceeds thereof.  

“Costs of Funding Deposit” shall mean the amount required to be deposited by the Borrower with 
the Title Company and/or the Fiscal Agent to pay Costs of Funding in connection with the closing of the 
Borrower Loan and the Funding Loan on the Closing Date.  

“Cost of Improvements” shall mean the costs for the Improvements, as set forth on the Cost 
Breakdown. 

“County” shall mean Saint Louis County, Minnesota. 

 “Date of Disbursement” shall mean the date of a Disbursement. 

“Day” or “Days” shall mean calendar days unless expressly stated to be Business Days. 
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“Debt” shall mean, as to any Person, any of such Person’s liabilities, including all indebtedness 
(whether recourse or nonrecourse, short term or long term, direct or contingent), all committed and 
unfunded liabilities, and all unfunded liabilities, that would appear upon a balance sheet of such Person 
prepared in accordance with GAAP. 

“Default Rate” shall have the meaning given to that term in the Borrower Notes. 

“Determination of Taxability” shall mean (i) a determination by the Commissioner or any District 
Director of the Internal Revenue Service, (ii) a private ruling or Technical Advice Memorandum concerning 
the Governmental Lender Notes issued by the National Office of the Internal Revenue Service in which 
Governmental Lender and Borrower were afforded the opportunity to participate, (iii) a determination by 
any court of competent jurisdiction, (iv) the enactment of legislation or (v) receipt by the Funding Lender, 
at the request of the Governmental Lender, the Borrower or the Funding Lender, of an opinion of Tax 
Counsel, in each case to the effect that the interest on the Governmental Lender Notes is includable in gross 
income for federal income tax purposes of any holder or any former holder of all or a portion of the 
Governmental Lender Notes, other than a holder who is a “substantial user” of the Project or a “related 
person” (as such terms are defined in Section 147(a) of the Code); provided, however, that no such 
Determination of Taxability under clause (i) or (iii) shall be deemed to have occurred if the Governmental 
Lender (at the sole expense of the Borrower), the Funding Lender (at the sole expense of the Borrower) or 
the Borrower is contesting such determination, has elected to contest such determination in good faith and 
is proceeding with all applicable dispatch to prosecute such contest until the earliest of (a) a final 
determination from which no appeal may be taken with respect to such determination, (b) abandonment of 
such appeal by the Governmental Lender or the Borrower, as the case may be, or (c) one year from the date 
of initial determination.  

“Developer Fee” shall have the meaning set forth in the Construction Funding Agreement. 

“Disbursement” shall mean a disbursement of Borrower Loan Proceeds and Other Borrower 
Moneys pursuant to this Borrower Loan Agreement. 

“Engineer” shall mean any licensed civil, structural, mechanical, electrical, soils, environmental or 
other engineer that Borrower may engage from time to time, with the approval of Funding Lender, to 
perform any engineering services with respect to any portion of the Improvements. 

“Engineer’s Contract” shall mean any agreement that Borrower and any Engineer from time to time 
may execute pursuant to which Borrower engages such Engineer to perform any engineering services with 
respect to any portion of the Improvements, as approved by Funding Lender. 

“Equipment” shall have the meaning given to the term “Personalty” in the Security Instrument. 

“Equity Contributions” shall mean the equity to be contributed by the Equity Investor to Borrower, 
in accordance with and subject to the terms of the Operating Agreement. 

“Equity Investor” shall mean Wincopin Circle LLLP, a Maryland limited liability partnership, as 
the investor member of the Borrower, and its successors and assigns. 

“ERISA” shall mean the Employment Retirement Income Security Act of 1974, as amended from 
time to time, and the rules and regulations promulgated thereunder. 

“ERISA Affiliate” shall mean all members of a controlled group of corporations and all trades and 
business (whether or not incorporated) under common control and all other entities which, together with 
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the Borrower, are treated as a single employer under any or all of Section 414(b), (c), (m) or (o) of the 
Code. 

“Event of Default” shall mean any Event of Default set forth in Section 8.1 of this Borrower Loan 
Agreement.  An Event of Default shall “exist” if a Potential Default shall have occurred and be continuing 
beyond any applicable notice or cure period. 

“Excess Revenues” shall have the meaning ascribed thereto in Section 2.2(e) hereof. 

“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended. 

“Expenses of the Project” shall mean, for any period, the current expenses, paid or accrued, for the 
operation, maintenance and current repair of the Project, as calculated in accordance with GAAP, and shall 
include, without limiting the generality of the foregoing, salaries, wages, employee benefits, cost of 
materials and supplies, costs of routine repairs, renewals, replacements and alterations occurring in the 
usual course of business, costs and expenses properly designated as capital expenditures (e.g. repairs which 
would not be payable from amounts on deposit in a repair and replacement fund held pursuant to the 
Borrower Loan Documents), a management fee (however characterized) not to exceed the Underwritten 
Management Fee, costs of billings and collections, costs of insurance, and costs of audits.  Expenses of the 
Project shall not include any payments, however characterized, on account of any subordinate financing in 
respect of the Project or other indebtedness, allowance for depreciation, amortization or other non-cash 
items, gains and losses or prepaid expenses not customarily prepaid. 

“Fair Market Value” shall mean the price at which a willing buyer would purchase the investment 
from a willing seller in a bona fide, arm’s length transaction (determined as of the date the contract to 
purchase or sell the investment becomes binding) if the investment is traded on an established securities 
market (within the meaning of Section 1273 of the Code) and, otherwise, the term “Fair Market Value” 
means the acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the investment 
is a certificate of deposit that is acquired in accordance with applicable regulations under the Code, (ii) the 
investment is an agreement with specifically negotiated withdrawal or reinvestment provisions and a 
specifically negotiated interest rate (for example, a guaranteed investment contract, a forward supply 
contract or other investment agreement) that is acquired in accordance with applicable regulations under 
the Code, (iii) the investment is a United States Treasury Security  State and Local Government Series that 
is acquired in accordance with applicable regulations of the United States Bureau of Public Debt, or (iv) 
the investment is an interest in any commingled investment fund in which the Governmental Lender and 
related parties do not own more than a ten percent (10%) beneficial interest therein if the return paid by the 
fund is without regard to the source of the investment. To the extent required by U.S. Treasury Regulations, 
the term “investment” will include a hedge. 

“Fiscal Agent” shall mean Zions Bancorporation, National Association, a national banking 
association, in its capacity as Fiscal Agent to the Governmental Lender, its successors and assigns. 

“Fiscal Agent Fees” shall have the meaning set forth in the Funding Loan Agreement. “Force 
Majeure” shall have the meaning given to that term in the Construction Funding Agreement. 

 “Funding Lender” shall mean Citibank, N.A., a national banking association, in its capacity as 
lender under the Funding Loan. 

“Funding Loan” shall mean the Funding Loan in the original maximum principal amount of [Loan 
Amount] made by Funding Lender to Governmental Lender under the Funding Loan Agreement, the 
proceeds of which are used by the Governmental Lender to make the Borrower Loan. 
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“Funding Loan Agreement” shall mean the Funding Loan Agreement, of even date herewith, 
among  the Governmental Lender, the Fiscal Agent, and the Funding Lender, as it may from time to time 
be supplemented, modified or amended by one or more amendments or other instruments supplemental 
thereto entered into pursuant to the applicable provisions thereof. 

“Funding Loan Documents” shall have the meaning given to that term in the Funding Loan 
Agreement. 

“GAAP” shall mean generally accepted accounting principles as in effect on the date of the 
application thereof and consistently applied throughout the periods covered by the applicable financial 
statements. 

“Governmental Authority” shall mean (i) any governmental municipality or political subdivision 
thereof, (ii) any governmental or quasi-governmental agency, authority, board, bureau, commission, 
department, instrumentality or public body, or (iii) any court, administrative tribunal or public utility, 
agency, commission, office or authority of any nature whatsoever for any governmental unit (federal, state, 
county, district, municipal, city or otherwise), now or hereafter in existence. 

“Governmental Lender” shall have the meaning set forth in the recitals to this Borrower Loan 
Agreement. 

“Governmental Lender Notes” shall mean collectively the Series A Governmental Lender Note, 
the Series B Governmental Lender Note, and “Governmental Lender Note” means one of such 
Governmental Lender Notes. 

“Governmental Lender’s Closing Fee” shall mean the Governmental Lender’s issuance fee payable 
by the Fiscal Agent to the Governmental Lender on or before the Closing Date in the amount of $[50,000] 
from amounts in the Closing Costs Fund.  

“Gross Income” shall mean all receipts, revenues, income and other moneys received or collected 
by or on behalf of Borrower and derived from the ownership or operation of the Project, if any, and all 
rights to receive the same, whether in the form of accounts, accounts receivable, contract rights or other 
rights, and the proceeds of such rights, and whether now owned or held or hereafter coming into existence 
and proceeds received upon the foreclosure sale of the Project.  Gross Income shall not include loan 
proceeds, equity or capital contributions, casualty or condemnation proceeds or tenant security deposits 
being held by Borrower in accordance with applicable law. 

“Gross Proceeds” shall mean, without duplication, the aggregate of: 

(a) the net amount (after payment of all expenses of originating the Funding Loan) of Funding 
Loan proceeds received by the Governmental Lender as a result of the origination of the Funding Loan; 

(b) all amounts received by the Governmental Lender as a result of the investment of the 
Funding Loan proceeds; 

(c) any amounts held in any fund or account to the extent that the Governmental Lender 
reasonably expects to use the amounts in such fund to pay any portion of the Funding Loan; and 

(d) any securities or obligations pledged by the Governmental Lender or by the Borrower as 
security for the payment of any portion of the Funding Loan.  
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“Guarantor” shall mean Stone Beam Development LLC, an Illinois limited liability company, 
Joseph Walsh, an individual, Kent Frayn, an individual, and Scott Frayn, an individual or any other person 
or entity which may hereafter become a guarantor of any of the Borrower’s obligations under the Borrower 
Loan. 

“Guaranty” shall mean, collectively, (i) the Completion and Repayment Guaranty, of even date 
herewith, by Guarantor for the benefit of the Beneficiary Parties (as defined therein), and (ii) the Exceptions 
to Non-Recourse Guaranty, of even date herewith, by Guarantor for the benefit of the Beneficiary Parties 
(as defined therein). 

“Improvements” shall mean the 95-unit multifamily residential project to be rehabilitated upon the 
Land and known or to be known as LEE Center, and all other buildings, structures, fixtures, wiring, systems, 
equipment and other improvements and personal property to be constructed, rehabilitated and/or installed 
at or on the Land in accordance with the Cost Breakdown and the Plans and Specifications.  

“Indemnified Party” shall have the meaning set forth in Section 5.15 hereof. 

“Installment Computation Date” shall mean any Computation Date other than the first Computation 
Date or the final Computation Date.  

“Interest Rate” shall mean with respect to a Borrower Note the rate of interest accruing on such 
Borrower Note.   

“Interim Phase Amount” shall mean $[Loan Amount]. 

“Land” shall mean the real property described on Exhibit A to the Security Instrument. 

“Late Charge” shall mean the amount due and payable as a late charge on overdue payments under 
the Borrower Note, as provided in Section 7 of each Borrower Note and Section 2.5 hereof. 

“Legal Action” shall mean an action, suit, investigation, inquiry, proceeding or arbitration at law 
or in equity or before or by any foreign or domestic court, arbitrator or other Governmental Authority. 

“Legal Requirements” shall mean statutes, laws, rules, orders, regulations, ordinances, judgments, 
decrees and injunctions of Governmental Authorities affecting all or part of the Project or any property 
(including the Project) or the construction, rehabilitation, use, alteration or operation thereof, whether now 
or hereafter enacted and in force, and all permits, licenses and authorizations and regulations relating 
thereto, and all covenants, agreements, restrictions and encumbrances contained in any instrument, either 
of record or known to the Borrower, at any time in force affecting all or part of the Project, including any 
that may (i) require repairs, modifications or alterations in or to all or part of the Project, or (ii) in any way 
limit the use and enjoyment thereof. 

“Liabilities” shall have the meaning set forth in Section 5.15 hereof. 

“Licenses” shall have the meaning set forth in Section 4.1.22 hereof. 

“Lien” shall mean any interest, or claim thereof, in the Project securing an obligation owed to, or a 
claim by, any Person other than the owner of the Project, whether such interest is based on common law, 
statute or contract, including the lien or security interest arising from a deed of trust, mortgage, deed to 
secure debt, assignment, encumbrance, pledge, security agreement, conditional sale or trust receipt or a 
lease, consignment or bailment for security purposes.  The term “Lien” shall include reservations, 
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exceptions, encroachments, easements, rights of way, covenants, conditions, restrictions, leases and other 
title exceptions and encumbrances affecting the Project. 

“Management Agreement” shall mean the Management Agreement between the Borrower and the 
Manager, pursuant to which the Manager is to manage the Project, as same may be amended, restated, 
replaced, supplemented or otherwise modified from time to time. 

“Manager” shall mean the management company to be employed by the Borrower and approved 
by the Funding Lender in accordance with the terms of the Security Instrument, this Borrower Loan 
Agreement or any of the other Borrower Loan Documents. 

“Managing Member” shall mean, collectively, (i) LC Trunk, LLC, an Illinois limited liability 
company, and/or (ii) any other Person that the members of the Borrower, with the prior written approval of 
the Funding Lender (or as otherwise permitted with the Funding Lender’s approval pursuant to the 
Borrower Loan Documents) and in accordance with the terms of the Operating Agreement, selected to be 
a managing member of the Borrower.  

“Material Adverse Change” shall mean any set of circumstances or events which (a) has or could 
reasonably be expected to have any material adverse effect whatsoever upon the validity or enforceability 
of this Borrower Loan Agreement or any other Borrower Loan Document; (b) is or could reasonably be 
expected to be material and adverse to the business, properties, assets, financial condition, results of 
operations or prospects of the Borrower, Managing Member, Guarantor or the Mortgaged Property; (c) 
could reasonably be expected to impair materially the ability of the Borrower, Managing Member or 
Guarantor to duly and punctually pay or perform any of their respective obligations under any of the 
Borrower Loan Documents to which they are a party; or (d) impairs materially or could reasonably be 
expected to impair materially any rights of or benefits available to the Governmental Lender under this 
Borrower Loan Agreement or any other Borrower Loan Document, including, without limitation, the ability 
of Governmental Lender or, upon the assignment of the Borrower Loan to it, of the Funding Lender, to the 
extent permitted, to enforce its legal remedies pursuant to this Borrower Loan Agreement or any other 
Borrower Loan Document. 

“Moody’s” shall mean Moody’s Ratings, or its successor. 

“Mortgaged Property” shall have the meaning given to that term in the Security Instrument. 

“Net Operating Income” shall mean: (i) the Gross Income, less (ii) the Expenses of the Project. 

“Nonpurpose Investment” shall mean any investment property (as defined in Section 148(b) of the 
Code) that is acquired with the Gross Proceeds of the Funding Loan and which is not acquired to carry out 
the governmental purpose of the Funding Loan.   

“Ongoing Governmental Lender Fee” shall be not applicable, as there is no scheduled ongoing fee 
of the Governmental Lender. 

“Operating Agreement” shall mean that certain First Amended and Restated Operating Agreement] 
of the Borrower dated as of [Month], 2025, as the same may be amended, restated or modified in accordance 
with its terms. 

“Other Borrower Moneys” shall mean monies of Borrower other than Borrower Loan Proceeds and 
includes, but is not limited to, the Subordinate Debt, Net Operating Income, the Borrower’s Equity 
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Contributions and any other funds contributed by or loaned to the Borrower for application to the Costs of 
the Improvements or other costs associated with the Project. 

“Other Charges” shall mean all maintenance charges, impositions other than Taxes, and any other 
charges, including vault charges and license fees for the use of vaults, chutes and similar areas adjoining 
the Project, now or hereafter levied or assessed or imposed against the Project or any part thereof. 

“Outside Conversion Date” shall have the meaning set forth in the Construction Funding 
Agreement. 

“Patriot Act” shall mean the Uniting and Strengthening America by Providing Appropriate Tools 
Required to Intercept and Obstruct Terrorism Act (USA PATRIOT ACT) of 2001, as the same may be 
amended from time to time, and corresponding provisions of future laws. 

“Patriot Act Offense” shall have the meaning set forth in Section 4.1.48 hereof. 

 “Permanent Period” shall mean the period of time from the Conversion Date to the Maturity Date 
(as defined in the Funding Loan Agreement). 

“Permanent Period Amount” shall mean the principal amount of the Borrower Loan following the 
calculation provided for in the Construction Funding Agreement. 

“Permitted Encumbrances” shall have the meaning given to that term in the Security Instrument. 

“Permitted Lease” shall mean a lease and occupancy agreement pursuant to the form approved by 
Funding Lender, to a residential tenant in compliance with the Legal Requirements, providing for an initial 
term of not less than six (6) months nor more than two (2) years. 

“Person” shall mean a natural person, a partnership, a joint venture, an unincorporated association, 
a limited liability company, a corporation, a trust, any other legal entity, or any Governmental Authority. 

“Plan” shall mean (i) an employee benefit or other plan established or maintained by the Borrower 
or any ERISA Affiliate or to which the Borrower or any ERISA Affiliate makes or is obligated to make 
contributions and (ii) which is covered by Title IV of ERISA or Section 302 of ERISA or Section 412 of 
the Code. 

“Plans and Specifications” shall mean the plans and specifications for the construction and/or 
rehabilitation, as the case may be, of the Project approved by Funding Lender. 

“Potential Default” shall mean the occurrence of an event which, under this Borrower Loan 
Agreement or any other Borrower Loan Document, would, but for the giving of notice or passage of time, 
or both, be an Event of Default. 

“Prepayment Premium” shall mean any premium payable by the Borrower pursuant to the 
Borrower Loan Documents in connection with a prepayment of the Borrower Note (including any 
prepayment premium as set forth in the related Borrower Note). 

“Project” shall mean the Mortgaged Property (as defined in the Security Instrument) and 
Improvements thereon owned by the Borrower and encumbered by the Security Instrument, together with 
all rights pertaining to such real property and Improvements, as more particularly described in the Granting 
Clauses of the Security Instrument and referred to therein as the “Mortgaged Property.” 
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“Project Agreements and Licenses” shall mean any and all Construction Contracts, Engineer’s 
Contracts and Management Agreements, and all other rights, licenses, permits, franchises, authorizations, 
approvals and agreements relating to use, occupancy, operation or leasing of the Project or the Mortgaged 
Property. 

“Provided Information” shall have the meaning set forth in Section 9.1.1 (a) hereof. 

“Qualified Project Costs” shall mean costs paid with respect to the Project that meet each of the 
following requirements: (i) the costs are properly chargeable to capital account (or would be so chargeable 
with a proper election by the Borrower or but for a proper election by the Borrower to deduct such costs) 
in accordance with general federal income tax principles and in accordance with United States Treasury 
Regulations §1.103-8(a)(1), provided, however, that only such portion of interest accrued during 
rehabilitation or construction of the Project (in the case of rehabilitation, with respect to vacated units only) 
shall be eligible to be a Qualified Project Cost as bears the same ratio to all such interest as the Qualified 
Project Costs bear to all costs of the acquisition and construction or rehabilitation of the Project; and 
provided further that interest accruing after the date of completion of the Project shall not be a Qualified 
Project Cost; and provided still further that if any portion of the Project is being constructed or rehabilitated 
by a Borrower Affiliate or persons or entities treated as related to the Borrower within the meaning of 
Sections 1504, 267 and 707 of the Code (whether as general contractor or a subcontractor), Qualified Project 
Costs shall include only (A) the actual out of pocket costs incurred by such Borrower Affiliate, person or 
entity in constructing or rehabilitating the Project (or any portion thereof), (B) any reasonable fees for 
supervisory services actually rendered by such Borrower Affiliate, person or entity, and (C) any overhead 
expenses incurred by such Borrower Affiliate, person or entity which are directly attributable to the work 
performed on the Project, and shall not include, for example, intercompany profits resulting from members 
of an affiliated group (within the meaning of Section 1504 of the Code) participating in the rehabilitation 
or construction of the Project or payments received by such Borrower Affiliate, person or entity due to early 
completion of the Project (or any portion thereof); (ii) the costs are paid with respect to a qualified 
residential rental project or projects within the meaning of Section 142(d) of the Code, (iii) the costs are 
paid after the earlier of 60 days prior to the date of a declaration of “official intent” to reimburse costs paid 
with respect to the Project (within the meaning of §1.150-2 of the United States Treasury Regulations) or 
the date of issue of the Governmental Lender Note, and (iv) if the costs of the acquisition and construction 
or rehabilitation were previously paid and are to be reimbursed with proceeds of the Governmental Lender 
Note such costs were (A) costs of issuance of the Governmental Lender Note, (B) preliminary capital 
expenditures (within the meaning of United States Treasury Regulations §1.150-2(f)(2)) with respect to the 
Project (such as architectural, engineering and soil testing services) incurred before commencement of 
acquisition or rehabilitation and construction of the Project that do not exceed twenty percent (20%) of the 
issue price of the Governmental Lender Note (as defined in United States Treasury Regulations §1.148-1), 
or (C) capital expenditures with respect to the Project that are reimbursed no later than eighteen (18) months 
after the later of the date the expenditure was paid or the date the Project is placed in service (but no later 
than three (3) years after the expenditure is paid); provided, however, that (w) Costs of Funding shall not 
be deemed to be Qualified Project Costs; (x) fees, charges or profits (including, without limitation, 
developer fees) payable to the Borrower or a “related person” (within the meaning of Section 144(a)(3) of 
the Code) shall not be deemed to be Qualified Project Costs; (y) letter of credit fees and municipal bond 
insurance premiums which represent a transfer of credit risk and are allocable to the construction or 
rehabilitation period of the Project shall be allocated between Qualified Project Costs and other costs and 
expenses to be paid from the proceeds of the Funding Loan; and (z) letter of credit fees and municipal bond 
insurance premiums which do not represent a transfer of credit risk (including, without limitation, letter of 
credit fees payable to a “related person” to the Borrower) shall not constitute Qualified Project Costs.  
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“Rebate Amount” shall mean, for any given period, the amount determined by the Rebate Analyst 
as required to be rebated or paid as a yield reduction payment to the United States of America with respect 
to the Funding Loan. 

“Rebate Analyst” shall mean the rebate analyst selected by the Borrower prior to the Closing Date 
and acceptable to the Governmental Lender and the Funding Lender.   

“Rebate Analyst’s Fee” shall mean the fee of the Rebate Analyst payable by the Borrower to the 
Rebate Analyst. 

“Rebate Fund” shall mean the Rebate Fund held by the Fiscal Agent created pursuant to the Funding 
Loan Agreement.  

“Related Documents” shall mean, collectively, any agreement or other document to which the 
Borrower is a party or which binds the Project (other than the Borrower Loan Documents) granting a 
security interest (including each agreement that is the subject of any Borrower Loan Document), the 
Operating Agreement, and any other agreement, instrument or other document (not constituting a Borrower 
Loan Document) relating to or executed by the Borrower in connection with the transactions contemplated 
by this Borrower Loan Agreement. 

“Replacement Reserve Agreement” shall mean any Replacement Reserve Agreement between the 
Borrower and the Funding Lender, as the same may be amended, restated or supplemented from time to 
time. 

 “Replacement Reserve Fund Requirement” shall mean Borrower’s funding obligations from time 
to time under the Replacement Reserve Agreement. 

“Retainage” shall have the meaning set forth in the Construction Funding Agreement. 

“Review Fee” shall mean the $3,000 fee payable to Funding Lender in connection with the review 
of requests from the Borrower in connection with events requiring the consent and/or approval of the 
Funding Lender, including, but not limited to, subordinate financings and easements. 

“Secondary Market Disclosure Document” shall have the meaning set forth in Section 9.1.2 hereof. 

“Secondary Market Transaction” shall have the meaning set forth in Section 9.1.1 hereof. 

“Securities” shall have the meaning set forth in Section 9.1.1 hereof. 

“Securities Act” shall mean the Securities Act of 1933, as amended. 

“Security Documents” shall mean the Security Instrument, the Replacement Reserve Agreement, 
the Collateral Agreements, the Collateral Assignments (as such terms are defined in the Security 
Agreement), this Borrower Loan Agreement, the Agreement of Environmental Indemnification, and such 
other security instruments that Funding Lender may reasonably request. 

“Security Instrument” shall have the meaning set forth in the recitals to this Borrower Loan 
Agreement.   

“Series A Borrower Note” shall mean that certain Multifamily Note](Tranche B) dated as of the 
Closing Date in the original maximum principal amount of $[Series A Loan Amount] made by Borrower 
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and payable to Governmental Lender, as endorsed and assigned to the Funding Lender, as it may be 
amended, supplemented or replaced from time to time. 

“Series A Governmental Lender Note” shall mean that certain Multi-Family Housing Revenue 
Note (LEE Center) Series 2025A  dated the Closing Date in the original maximum principal amount of 
$[Series A Loan Amount], made by the Governmental Lender and payable to the Funding Lender, as it may 
be amended, supplemented, or replaced from time to time. 

“Series B Borrower Note” shall mean that certain Multifamily Note (Tranche B) dated as of the 
Closing Date in the original maximum principal amount of $[Series B Loan Amount ] made by Borrower 
and payable to Governmental Lender, as endorsed and assigned to the Funding Lender, as it may be 
amended, supplemented or replaced from time to time. 

“Series B Governmental Lender Note” shall mean that certain Multi-Family Housing Revenue Note 
(LEE Center) Series 2025B  dated the Closing Date in the original maximum principal amount of $[Series 
B Loan Amount] made by the Governmental Lender and payable to the Funding Lender, as it may be 
amended, supplemented, or replaced from time to time. 

“Servicer” shall mean the Servicer contracting with or appointed by the Funding Lender to service 
the Borrower Loan.  The initial Servicer shall be Citibank, N.A. 

“Servicing Agreement” shall mean any servicing agreement or master servicing agreement, 
between the Servicer and the Funding Lender relating to the servicing of the Borrower Loan and any 
amendments thereto or any replacement thereof. 

“S&P” shall mean S&P Global Ratings, a division of S&P Global Inc., and its successors. 

“State” shall mean the State in which the Project is located. 

“Subordinate Debt” shall mean the Tax Exempt Seller Note and the Taxable Seller Note. 

“Subordinate Lender” shall mean LC WFE Root, LLC, an Illinois limited liability company. 

“Subordinate Loan Documents” shall mean, collectively, all instruments, agreements and other 
documents evidencing, securing or otherwise relating to the Subordinate Debt or executed and delivered by 
Borrower, Governmental Lender and/or Subordinate Lender in connection with the Subordinate Debt. 

“Substantial Completion Date” shall have the meaning set forth in the Construction Funding 
Agreement. 

“Substantially Complete” or “Substantially Completed” shall have the meaning set forth in the 
Construction Funding Agreement.  

“Taxable Seller Note” shall mean the $______ Promissory Note (Seller Loan) dated the Closing 
Date from the Borrower to the Subordinate Lender. 

“Tax Counsel” shall have the meaning set forth in the Funding Loan Agreement.  

“Tax Exempt Seller Note” shall mean the $______ Promissory Note (Seller Loan) dated the 
Closing Date from the Governmental Lender to the Subordinate Lender, together with the $______ 
Promissory Note (Seller Loan) dated the Closing Date from the Borrower to the Governmental Lender. 
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“Taxes” shall mean all real estate and personal property taxes, assessments, water rates or sewer 
rents, now or hereafter levied or assessed or imposed against all or part of the Project. 

“Term” shall mean the term of this Borrower Loan Agreement pursuant to Section 10.14. 

“Title Company” shall mean Commercial Partners Title, a division of Fidelity National Title 
Insurance Company, or another title insurance company reasonably acceptable to and Funding Lender. 

“Title Insurance Policy” shall mean the mortgagee title insurance policy, in form acceptable to the 
Funding Lender, issued with respect to the Mortgaged Property and insuring the lien of the Security 
Instrument. 

“Transfer” shall have the meaning given to that term in the Security Instrument. 

“UCC” shall mean the Uniform Commercial Code as in effect in the State. 

“Unassigned Rights” shall have the meaning given to that term in the Funding Loan Agreement. 

“Underwritten Management Fee” shall have the meaning set forth in the Construction Funding 
Agreement. 

“Unit” shall mean a residential apartment unit within the Improvements. 

“Written Consent” and “Written Notice” shall mean a written consent or notice signed by an 
Authorized Borrower Representative or an authorized representative of the Governmental Lender, the 
Funding Lender or the Fiscal Agent as appropriate. 

ARTICLE II 

GENERAL 

Section 2.1. Origination of Borrower Loan.  In order to provide funds for the purposes provided 
herein, the Governmental Lender agrees that it will, in accordance with the Act, enter into the Funding Loan 
Agreement and accept the Funding Loan from the Funding Lender.  The proceeds of the Funding Loan 
shall be advanced by the Funding Lender to the Fiscal Agent, and then from the Fiscal Agent to the 
Borrower in accordance with the terms of the Construction Funding Agreement, the Funding Loan 
Agreement, and this Borrower Loan Agreement.   

The Governmental Lender hereby appoints the Funding Lender as its agent with full authority and 
power to act on its behalf (other than with respect to the Unassigned Rights) to disburse the Borrower Loan 
to the Fiscal Agent (which shall disburse any amounts so received to the Borrower) for the account of the 
Governmental Lender, to take certain actions and exercise certain remedies with respect to the Borrower 
Loan, and for the other purposes set forth in this Borrower Loan Agreement and to do all other acts 
necessary or incidental to the performance and execution thereof.  This appointment is coupled with an 
interest and is irrevocable except as expressly set forth herein.  Accordingly, references to the rights of the 
Funding Lender to take actions under this Borrower Loan Agreement shall refer to Funding Lender in its 
role as agent of the Governmental Lender.  The Funding Lender may, in its discretion, designate Servicer 
to fulfill the rights and responsibilities granted by Governmental Lender to Funding Lender pursuant to this 
Section 2.1.  Notwithstanding the foregoing, disbursements of the Borrower Loan shall be made from the 
Project Fund held under the Funding Loan Agreement by the Fiscal Agent. 
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Section 2.2.  Security for the Funding Loan.   

(a) As security for the Funding Loan, the Governmental Lender has pledged and assigned to the 
Funding Lender under and pursuant to the Funding Loan Agreement (a) the Borrower Notes and all of its right, 
title and interest in and to this Borrower Loan Agreement and the Borrower Loan Documents (except for the 
Unassigned Rights) and all revenues and receipts therefrom and the security therefor (including the Security 
Instrument) and (b) the amounts on deposit from time to time in any and all funds established under the 
Funding Loan Agreement.  All revenues and assets pledged and assigned thereby shall immediately be subject 
to the lien of such pledge without any physical delivery thereof or any further act, except in the case of the 
Borrower Notes, which shall be delivered to the Funding Lender.  The Borrower hereby acknowledges and 
consents to such assignment to the Funding Lender.   

(b) With respect to the Unassigned Rights, subject to the limitations set forth in this Section 2.2, the 
Governmental Lender may: 

(i) Tax Covenants.  Seek specific performance of, and enforce, the tax covenants of 
the Funding Loan Agreement, the Regulatory Agreement, the Tax Certificates and this Borrower 
Loan Agreement, seek injunctive relief against acts which may be in violation of any of the tax 
covenants, and enforce the Borrower’s obligation to pay amounts for credit to the Rebate Fund; 

(ii) Regulatory Agreement.  Seek specific performance of the obligations of the 
Borrower or any other owner of the Project under the Regulatory Agreement and injunctive relief 
against acts which may be in violation of the Regulatory Agreement or otherwise in accordance 
with the provisions of the Regulatory Agreement; provided, however, that the Governmental 
Lender may enforce any right it may have under the Regulatory Agreement for monetary damages 
only against Excess Revenues (defined below), if any, of the Borrower, unless Funding Lender 
otherwise specifically consents in writing to the use of other funds; and 

(iii) Reserved Rights.  Take whatever action at law or in equity which appears 
necessary or desirable to enforce the other Unassigned Rights, provided, however, that the 
Governmental Lender or any person under its control may only enforce any right it may have for 
monetary damages against Excess Revenues, if any, of the Borrower, unless Funding Lender 
otherwise specifically consents in writing to the enforcement against other funds of the Borrower.  

(c) In no event shall the Governmental Lender, except at the express written direction of the 
Funding Lender: 

(i) prosecute its action to a lien on the Project; or 

(ii) take any action which may have the effect, directly or indirectly, of impairing the 
ability of the Borrower to timely pay the principal of, interest on, or other amounts due under, the 
Borrower Loan or of causing the Borrower to file a petition seeking reorganization, arrangement, 
adjustment or composition of or in respect of the Borrower under any applicable liquidation, 
insolvency, bankruptcy, rehabilitation, composition, reorganization, conservation or other similar 
law in effect now or in the future; or 

(iii) interfere with the exercise by Funding Lender or Servicer of any of their rights 
under the Borrower Loan Documents upon the occurrence of an event of default by the Borrower 
under the Borrower Loan Documents or the Funding Loan Documents; or 
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(iv) take any action to accelerate or otherwise enforce payment or seek other remedies 
with respect to the Borrower Loan or the Funding Loan.  

(d) The Governmental Lender shall provide Written Notice to the Funding Lender and the 
Servicer immediately upon taking any action at law or in equity to exercise any remedy or direct any 
proceeding under the Borrower Loan Documents or the Funding Loan Documents. 

(e) As used in this Section 2.2, the term “Excess Revenues” means, for any period, the net 
cash flow of the Borrower available for distribution to shareholders, members or partners (as the case may 
be) for such period, after the payment of all interest expense, the amortization of all principal of all 
indebtedness coming due during such period (whether by maturity, mandatory sinking fund payment, 
acceleration or otherwise), with respect to the Project, the payment of all fees, costs and expenses on an 
occasional or recurring basis in connection with the Borrower Loan or the Funding Loan, the payment of 
all operating, overhead, ownership and other expenditures of the Borrower directly or indirectly in 
connection with the Project (whether any such expenditures are current, capital or extraordinary 
expenditures), and the setting aside of all reserves for taxes, insurance, water and sewer charges or other 
similar impositions, capital expenditures, repairs and replacements and all other amounts which the 
Borrower is required to set aside pursuant to agreement, but excluding depreciation and amortization of 
intangibles. 

Section 2.3.  Loan; Borrower Notes; Conditions to Closing.   

(a) The Funding Loan shall be funded directly to the Fiscal Agent by the Funding Lender for 
disbursement to the Borrower pursuant to the Construction Funding Agreement, in one or more installments 
not to exceed the Borrower Loan Amount in accordance with the disbursement procedures set forth in the 
Construction Funding Agreement and the Funding Loan Agreement.  Upon funding of each installment of the 
Funding Loan, the Governmental Lender shall be deemed to have made the Borrower Loan to the Borrower 
in a like principal amount. The Borrower Loan advances, and Funding Loan advances shall be allocated first 
to the Series A Borrower Note and the Series A Governmental Lender Note, then to the Series B Borrower 
Note and the Series B Governmental Lender Note. The Borrower Loan shall mature and be payable at the 
times and in the amounts required under the terms hereof and of the Borrower Notes.  The proceeds of the 
Borrower Loan shall be used by the Borrower to pay costs of the acquisition, construction, rehabilitation, 
development, equipping and/or operation of the Project.  The Borrower hereby accepts the Borrower Loan and 
acknowledges that the Governmental Lender shall cause the Funding Lender to fund the Borrower Loan in the 
manner set forth herein, in the Construction Funding Agreement and in the Funding Loan Agreement.  The 
Governmental Lender acknowledges that the Borrower Loan shall be funded by the Funding Lender to the 
Fiscal Agent for the account of the Governmental Lender.  

 Proceeds of the Borrower Loan will be deposited in the Note Proceeds Account of the Project Fund 
held by the Fiscal Agent under the Funding Loan Agreement on the Closing Date, and the Funding Lender 
shall fund all or a portion of the Borrower Loan to the Fiscal Agent for further disbursement to the Borrower 
upon receipt from the Borrower of a Written Requisition in accordance with the terms of the Funding Loan 
Agreement and the Construction Funding Agreement.  Notwithstanding the foregoing, on the Closing Date, 
amounts deposited in the Note Proceeds Account of the Project Fund may be disbursed pursuant to a closing 
memorandum or similar instrument executed by the Borrower and approved in writing by the Funding 
Lender. 

(b) The Borrower hereby accepts the Borrower Loan.  As evidence of its obligation to repay the 
Borrower Loan, simultaneously with the delivery of this Borrower Loan Agreement to the Governmental 
Lender, the Borrower hereby agrees to execute and deliver the Borrower Notes.  The Borrower Loan shall 
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mature and be payable at the times and in the amounts required under the terms hereof and of the Borrower 
Notes.   

(c) Closing of the Borrower Loan on the Closing Date shall be conditioned upon satisfaction or waiver 
by the Governmental Lender and the Funding Lender, each in its own sole discretion of each of the conditions 
precedent to closing set forth in this Borrower Loan Agreement, in the Construction Funding Agreement and 
in the Funding Loan Agreement, including but not limited to the following: 

(i) evidence of proper recordation of the Security Instrument, an assignment of the 
Security Instrument from the Governmental Lender to the Funding Lender, the Regulatory 
Agreement, and each of the other documents specified for recording in instructions delivered to the 
Title Company by counsel to the Funding Lender (or that such documents have been delivered to 
an authorized agent of the Title Company for recordation under binding recording instructions from 
Funding Lender’s counsel or such other counsel as may be acceptable to the Funding Lender);   

(ii) delivery into escrow with the Fiscal Agent or Title Company (or separate escrow 
company, if applicable) of all amounts required to be paid in connection with the origination of the 
Borrower Loan and the Funding Loan and any underlying real estate transfers or transactions, 
including the Costs of Funding Deposit and the Borrower Initial Equity, all as specified in written 
instructions delivered to the Title Company by counsel to the Funding Lender (or such other 
counsel as may be acceptable to the Funding Lender) and as specified in a closing memorandum 
of the Funding Lender; and  

(iii) payment of all fees payable in connection with the closing of the Borrower Loan 
including the Governmental Lender’s Closing Fee and the initial fees and expenses of the Fiscal 
Agent. 

In addition, closing of the Borrower Loan shall be subject to the delivery of an opinion of counsel to the 
Borrower addressed to the Governmental Lender and the Funding Lender, dated the Closing Date, in form 
and substance acceptable to the Funding Lender, regarding the due execution by the Borrower of, and the 
enforceability against the Borrower of, the Borrower Loan Documents. 

Section 2.4.  Borrower Loan Payments.   

(a) The Borrower shall make Borrower Loan Payments in accordance with the Borrower Notes.  
Through and including the Conversion Date, each Borrower Loan Payment made by the Borrower shall be 
made in funds immediately available to the Servicer by 11:00 a.m., New York City time, on the Borrower 
Loan Payment Date or, if there is no Servicer, to the Fiscal Agent, by 2:00 p.m., New York City time, on the 
Borrower Loan Payment Date.  Following the Conversion Date, each Borrower Loan Payment made by the 
Borrower shall be made in funds immediately available to the Servicer by 2:00 p.m., New York City time, on 
the date that is two (2) Business Days prior to the Borrower Loan Payment Date.  Each such payment shall be 
made to the Fiscal Agent or the Servicer, as applicable, by deposit to such account as the Fiscal Agent or 
Servicer, as applicable, may designate by Written Notice to the Borrower.  If payments are to be made to the 
Fiscal Agent, such payments shall be deposited into the Funding Loan Payment Fund established under the 
Funding Loan Agreement.  Whenever any Borrower Loan Payment shall be stated to be due on a day that is 
not a Business Day, such payment shall be due on the first Business Day immediately thereafter.  In addition, 
the Borrower shall make Borrower Loan Payments in accordance with the Borrower Notes in the amounts and 
at the times necessary to make all payments due and payable on the Governmental Lender Notes.  All payments 
made by the Borrower hereunder or by the Borrower under the other Borrower Loan Documents, shall be made 
irrespective of, and without any deduction for, any set-offs or counterclaims, but such payment shall not 
constitute a waiver of any such set offs or counterclaims. 
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(b) Unless there is no Servicer, payments of principal and interest on the Borrower Notes shall be paid 
to the Servicer and the Servicer shall then remit such funds to the Fiscal Agent.  If there is no Servicer, 
payments of principal and interest on the Borrower Notes shall be paid directly to Fiscal Agent. 

Section 2.5.  Additional Borrower Payments.   

(a) The Borrower shall pay the following amounts: 

(i) to the Fiscal Agent, the Rebate Amount then due, if any, to be deposited in the 
Rebate Fund as specified in Section 5.35 hereof and the Rebate Analyst’s Fee and any other costs 
incurred to calculate such Rebate Amount (to the extent such costs are not included in the Borrower 
Loan Payment);  

(ii) to the Governmental Lender, any Ongoing Governmental Lender Fee and, on 
demand, all fees, charges, costs, advances, indemnities and expenses, including agent and counsel 
fees, of the Governmental Lender incurred by the Governmental Lender at any time in connection 
with the Borrower Loan Documents, the Funding Loan Documents or the Project, including, 
without limitation, reasonable counsel fees and expenses incurred in connection with the 
interpretation, performance, or amendment and all counsel fees and expenses relating to the 
enforcement of the Borrower Loan Documents or the Funding Loan Documents or any other 
documents relating to the Project or the Borrower Loan or in connection with questions or other 
matters arising under such documents or in connection with any federal or state tax audit; 

(iii) to the Fiscal Agent, the Fiscal Agent Fees; 

(iv) all Costs of Funding and fees, charges and expenses, including agent and counsel 
fees incurred in connection with the origination of the Borrower Loan and the Funding Loan, as 
and when the same become due; 

(v) to the Funding Lender, on demand, all charges, costs, advances, indemnities and 
expenses, including agent and counsel fees, of the Funding Lender incurred by the Funding Lender 
at any time in connection with the Borrower Loan, the Funding Loan or the Project, including, 
without limitation, any Review Fee, reasonable counsel fees and expenses incurred in connection 
with the interpretation, performance, or amendment and all counsel fees and expenses relating to 
the enforcement of the Borrower Loan Documents or the Funding Loan Documents or any other 
documents relating to the Project or the Borrower Loan or in connection with questions or other 
matters arising under such documents or in connection with any federal or state tax audit;  

(vi) any Late Charge due and payable under the terms of the Borrower Note and Section 
2.6 hereof; provided, however, that all payments made pursuant to this subsection (vi) shall be 
made to the Servicer, and if there is no Servicer, such payments shall be made to the Funding 
Lender; and 

(vii)  to the entity entitled thereto, when due and payable, all taxes and assessments 
levied by public agencies on the Project. 

(b) The Borrower shall pay to the party entitled thereto as expressly set forth in this Borrower 
Loan Agreement or the other Borrower Loan Documents or Funding Loan Documents: 

(i) all expenses incurred in connection with the enforcement of any rights under this 
Borrower Loan Agreement or any other Borrower Loan Document, the Regulatory Agreement, or 
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any Funding Loan Document by the Governmental Lender, the Fiscal Agent, the Funding Lender 
or the Servicer; 

(ii) all other payments of whatever nature that the Borrower has agreed to pay or 
assume under the provisions of this Borrower Loan Agreement or any other Borrower Loan 
Document or Funding Loan Document; and 

(iii) all expenses, costs and fees relating to inspections of the Project required by the 
Governmental Lender, the Funding Lender, the Fiscal Agent, the Servicer or the Construction 
Consultant, in accordance with the Borrower Loan Documents or the Funding Loan Documents or 
to reimburse such parties for such expenses, costs and fees. 

Section 2.6.  Overdue Payments; Payments in Default.  If any Borrower Payment Obligation is 
not paid by or on behalf of the Borrower when due, the Borrower shall pay to the Servicer, a Late Charge 
in the amount and to the extent set forth in the Borrower Notes, if any. 

Section 2.7.  Calculation of Interest Payments and Deposits to Real Estate Related Reserve 
Funds.  The Borrower acknowledges as follows:  (a) calculation of all interest payments shall be made by 
the Funding Lender; (b) deposits with respect to the Taxes and Other Charges shall be calculated by the 
Servicer or if there is no Servicer, the Funding Lender in accordance with the Security Instrument; and (c) 
deposits with respect to any replacement reserve funds required by the Funding Lender shall be calculated 
by the Servicer in accordance with the Replacement Reserve Agreement.  In the event and to the extent that 
the Servicer or the Funding Lender, pursuant to the terms hereof, shall determine at any time that there 
exists a deficiency in amounts previously owed but not paid with respect to deposits to such replacement 
reserve fund, such deficiency shall be immediately due and payable hereunder following Written Notice to 
the Borrower. 

Section 2.8.  Grant of Security Interest; Application of Funds.  To the extent not inconsistent 
with the Security Instrument and as security for payment of the Borrower Payment Obligations and the 
performance by the Borrower of all other terms, conditions and provisions of the Borrower Loan 
Documents, the Borrower hereby pledges and assigns to the Funding Lender, and grants to the Funding 
Lender, a security interest in, all the Borrower’s right, title and interest in and to all payments to or moneys 
held in the funds and accounts created and held by the Funding Lender or the Servicer for the Project.  This 
Borrower Loan Agreement is, among other things, intended by the parties to be a security agreement for 
purposes of the UCC.  Upon the occurrence and during the continuance of an Event of Default hereunder, 
the Funding Lender, the Fiscal Agent and the Servicer shall apply or cause to be applied any sums held by 
the Funding Lender, the Fiscal Agent and the Servicer with respect to the Project in any manner and in any 
order determined by Funding Lender, in Funding Lender’s sole and absolute discretion. 

Section 2.9.  Marshalling; Payments Set Aside.  The Governmental Lender, the Fiscal Agent and 
Funding Lender shall be under no obligation to marshal any assets in favor of Borrower or any other Person 
or against or in payment of any or all of the proceeds.  To the extent that Borrower makes a payment or 
payments or transfers any assets to the Fiscal Agent, Governmental Lender or Funding Lender, or the 
Governmental Lender or Funding Lender enforces its liens, and such payment or payments or transfers, or 
the proceeds of such enforcement or any part thereof are subsequently invalidated, declared to be fraudulent 
or preferential, set aside or required to be repaid to a trustee, receiver or any other party in connection with 
any insolvency proceeding, or otherwise, then:  (i) any and all obligations owed to the Fiscal Agent, 
Governmental Lender or Funding Lender and any and all remedies available to the Fiscal Agent, 
Governmental Lender or Funding Lender under the terms of the Borrower Loan Documents and the 
Funding Loan Documents or in law or equity against Borrower, Guarantor or Managing Member and/or 
any of their properties shall be automatically revived and reinstated to the extent (and only to the extent) of 
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any recovery permitted under clause (ii) below; and (ii) the Fiscal Agent, Governmental Lender and 
Funding Lender shall be entitled to recover (and shall be entitled to file a proof of claim to obtain such 
recovery in any applicable bankruptcy, insolvency, receivership or fraudulent conveyance or fraudulent 
transfer proceeding) either:  (x) the amount of payments or the value of the transfer or (y) if the transfer has 
been undone and the assets returned in whole or in part, the value of the consideration paid to or received 
by Borrower for the initial asset transfer, plus in each case any deferred interest from the date of the 
disgorgement to the date of distribution to the Fiscal Agent, Governmental Lender or Funding Lender in 
any bankruptcy, insolvency, receivership or fraudulent conveyance or fraudulent transfer proceeding, and 
any costs and expenses due and owing, including, without limitation, any reasonable attorneys’ fees 
incurred by the Fiscal Agent, Governmental Lender or Funding Lender in connection with the exercise by 
the Fiscal Agent, Governmental Lender or Funding Lender of its rights under this Section 2.9.  

Section 2.10.  Borrower Loan Disbursements.  The Borrower Loan shall be disbursed by the 
Funding Lender, as agent for the Governmental Lender, pursuant to the Construction Funding Agreement 
by depositing Funding Loan proceeds with the Fiscal Agent under the Funding Loan Agreement.  Amounts 
held by the Fiscal Agent shall be disbursed to or for the benefit of the Borrower as provided in the Funding 
Loan Agreement. 

ARTICLE III 

CONVERSION 

Section 3.1.  Conversion Date and Extension of Outside Conversion Date.  Borrower shall 
satisfy each of the Conditions to Conversion and cause the Conversion Date to occur on or before the 
Outside Conversion Date, as further provided in the Construction Funding Agreement.  The failure to satisfy 
each of the Conditions to Conversion on or before the Outside Conversion Date shall constitute an Event 
of Default under the Borrower Loan Documents. 

Section 3.2.  Notice From Funding Lender; Funding Lender’s Calculation Final.   

(a) Following satisfaction of all of the Conditions to Conversion, Funding Lender shall deliver Written 
Notice to Borrower, Governmental Lender and Fiscal Agent of: (i) the Conversion Date, (ii) the amount of the 
Permanent Period Amount, (iii) any required prepayment of the Borrower Notes (as described below in Section 
3.3) and (iv) any amendments to the amortization schedule, as applicable. 

(b) Funding Lender’s calculation of the Permanent Period Amount and any amendments to the 
amortization of the Borrower Loan shall be, in the absence of manifest error, conclusive and binding on all 
parties. 

Section 3.3.  Mandatory Prepayment of the Borrower Loan.   

(a) As further provided in the Construction Funding Agreement and subject to the provisions of the 
Borrower Notes, if and to the extent the Permanent Period Amount is less than the Interim Phase Amount, 
Funding Lender may in its sole discretion require Borrower to make a partial prepayment of the Borrower 
Loan in an amount equal to the difference between the Interim Phase Amount and the Permanent Period 
Amount, provided, however, that if the Permanent Period Amount is less than the Minimum Permanent Period 
Amount (as defined in the Construction Funding Agreement), then Funding Lender may in its sole discretion 
require Borrower to prepay the Borrower Loan in full.   
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(b) Any prepayment in full or in part of the Borrower Loan required pursuant to Section 3.3(a) above 
shall be subject to a prepayment premium under certain circumstances as more particularly set forth in the 
Borrower Notes. 

Section 3.4.  Release of Remaining Loan Proceeds.  If and to the extent that the Permanent Period 
Amount is greater than the principal amount of the Borrower Loan which has previously been disbursed to 
Borrower, Funding Lender shall deliver Written Notice thereof to Borrower on or before the Conversion 
Date.  Within ten (10) business days after delivery of such notice, but in no event later than the Outside 
Conversion Date, Funding Lender shall disburse Borrower Loan proceeds to the Fiscal Agent for 
disbursements to Borrower so that the aggregate principal amount of the Borrower Loan disbursed equals 
the Permanent Period Amount.  Any Borrower Loan proceeds previously disbursed to the Borrower in 
excess of the Permanent Period Amount shall be paid by Borrower to Fiscal Agent for deposit with Funding 
Lender. 

Section 3.5.  No Amendment.  Nothing contained in this Article III shall be construed to amend, 
modify, alter, change or supersede the terms and provisions of the Borrower Notes, Security Instrument, 
the Construction Funding Agreement or any other Borrower Loan Document and, if there shall exist a 
conflict between the terms and provisions of this Article III and those of the Borrower Notes, Security 
Instrument, the Construction Funding Agreement or other Borrower Loan Documents, then the terms and 
provisions of the Borrower Note, Security Instrument, the Construction Funding Agreement and other 
Borrower Loan Documents shall control, provided, however, that in the event of a conflict between the 
terms and provisions of this Article III and those of the Borrower’s loan application with the Funding 
Lender, the terms and provisions of this Article III shall control. 

Section 3.6.  Determinations by Funding Lender.  In any instance where the consent or approval 
of Funding Lender may be given or is required, or where any determination, judgment or decision is to be 
rendered by Funding Lender under this Article III, including in connection with the Construction Funding 
Agreement, the granting, withholding or denial of such consent or approval and the rendering of such 
determination, judgment or decision shall be made or exercised by the Funding Lender (or its designated 
representative), at its sole and exclusive option and in its sole and absolute discretion.  

ARTICLE IV 

REPRESENTATIONS AND WARRANTIES 

Section 4.1.  Borrower Representations.  To induce the Governmental Lender to execute this 
Borrower Loan Agreement and to induce Funding Lender to make Disbursements, Borrower represents and 
warrants for the benefit of the Governmental Lender, Funding Lender and the Servicer, that the 
representations and warranties set forth in this Section 4.1 are complete and accurate as of the Closing Date 
and, subject to Section 4.2, shall survive the making of the Borrower Loan and will be complete and 
accurate, and deemed remade, except as otherwise noted through notice to Funding Lender and approved 
by Funding Lender, as of the date of each Disbursement, as of the original Outside Conversion Date, as of 
the date of any extension thereof and as of the Conversion Date in accordance with the terms and conditions 
of the Borrower Notes.   

Section 4.1.1  Organization; Special Purpose.  The Borrower is in good standing under the laws 
of the State (and under the laws of the state in which the Borrower was formed if the Borrower was not 
formed under the laws of the State), has full legal right, power and authority to enter into the Borrower 
Loan Documents to which it is a party, and to carry out and consummate all transactions contemplated by 
the Borrower Loan Documents to which it is a party, and by proper corporate, limited partnership or limited 
liability company action, as appropriate has duly authorized the execution, delivery and performance of the 
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Borrower Loan Documents to which it is a party.  The Person(s) of the Borrower executing the Borrower 
Loan Documents and the Funding Loan Documents to which the Borrower is a party are fully authorized 
to execute the same.  The Borrower Loan Documents and the Funding Loan Documents to which the 
Borrower is a party have been duly authorized, executed and delivered by the Borrower.  The sole business 
of the Borrower is the ownership, management and operation of the Project. 

Section 4.1.2  Proceedings; Enforceability.  Assuming due execution and delivery by the other 
parties thereto, the Borrower Loan Documents and the Funding Loan Documents to which the Borrower is 
a party will constitute the legal, valid and binding agreements of the Borrower enforceable against the 
Borrower in accordance with their terms; except in each case as enforcement may be limited by bankruptcy, 
insolvency or other laws affecting the enforcement of creditors’ rights generally, by the application of 
equitable principles regardless of whether enforcement is sought in a proceeding at law or in equity and by 
public policy. 

Section 4.1.3  No Conflicts.  The execution and delivery of the Borrower Loan Documents and the 
Funding Loan Documents to which the Borrower is a party, the consummation of the transactions herein 
and therein contemplated and the fulfillment of or compliance with the terms and conditions hereof and 
thereof, will not conflict with or constitute a violation or breach of or default (with due notice or the passage 
of time or both) under the Operating Agreement of the Borrower, or to the best knowledge of the Borrower 
and with respect to the Borrower, any applicable law or administrative rule or regulation, or any applicable 
court or administrative decree or order, or any mortgage, deed of trust, loan agreement, lease, contract or 
other agreement or instrument to which the Borrower is a party or by which it or its properties are otherwise 
subject or bound, or result in the creation or imposition of any lien, charge or encumbrance of any nature 
whatsoever upon any of the property or assets of the Borrower, (other than the lien of the Regulatory 
Agreement, the Security Instrument and the Permitted Encumbrances (as defined therein)), which conflict, 
violation, breach, default, lien, charge or encumbrance might have consequences that would materially and 
adversely affect the consummation of the transactions contemplated by the Borrower Loan Documents and 
the Funding Loan Documents, or the financial condition, assets, properties or operations of the Borrower. 

Section 4.1.4  Litigation; Adverse Facts.  There is no Legal Action, nor is there a basis known to 
Borrower for any Legal Action, before or by any court or federal, state, municipal or other governmental 
authority, pending, or to the knowledge of the Borrower, after reasonable investigation, threatened, against 
or affecting the Borrower, the Managing Member or the Guarantor, or their respective assets, properties or 
operations which, if determined adversely to the Borrower or its interests, would have a material adverse 
effect upon the consummation of the transactions contemplated by, or the validity of, the Borrower Loan 
Documents or the Funding Loan Documents, upon the ability of each of Borrower, Managing Member and 
Guarantor to perform their respective obligations under the Borrower Loan Documents, the Funding Loan 
Documents and the Related Documents to which it is a party, or upon the financial condition, assets 
(including the Project), properties or operations of the Borrower, the Managing Member or the Guarantor.  
None of the Borrower, Managing Member or Guarantor is in default (and no event has occurred and is 
continuing which with the giving of notice or the passage of time or both could constitute a default) with 
respect to any order or decree of any court or any order, regulation or demand of any federal, state, 
municipal or other governmental authority, which default might have consequences that would materially 
and adversely affect the consummation of the transactions contemplated by the Borrower Loan Documents 
and the Funding Loan Documents, the ability of each of Borrower, Managing Member and Guarantor to 
perform their respective obligations under the Borrower Loan Documents, the Funding Loan Documents 
and the Related Documents to which it is a party, or the financial condition, assets, properties or operations 
of the Borrower, Managing Member or Guarantor.  None of Borrower, Managing Member or Guarantor 
are (a) in violation of any applicable law, which violation materially and adversely affects or may materially 
and adversely affect the business, operations, assets (including the Project), condition (financial or 
otherwise) or prospects of Borrower, Managing Member or Guarantor, as applicable; (b) subject to, or in 
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default with respect to, any other Legal Requirement that would have a material adverse effect on the 
business, operations, assets (including the Project), condition (financial or otherwise) or prospects of 
Borrower, Managing Member or Guarantor, as applicable; or (c) in default with respect to any agreement 
to which Borrower, Managing Member or Guarantor, as applicable, are a party or by which they are bound, 
which default would have a material adverse effect on the business, operations, assets (including the 
Project), condition (financial or otherwise) or prospects of Borrower, Managing Member or Guarantor, as 
applicable; and (d) there is no Legal Action pending or, to the knowledge of Borrower, threatened against 
or affecting Borrower, Managing Member or Guarantor questioning the validity or the enforceability of this 
Borrower Loan Agreement or any of the other Borrower Loan Documents or the Funding Loan Documents 
or of any of the Related Documents.  All tax returns (federal, state and local) required to be filed by or on 
behalf of the Borrower have been filed, and all taxes shown thereon to be due, including interest and 
penalties, except such, if any, as are being actively contested by the Borrower in good faith, have been paid 
or adequate reserves have been made for the payment thereof which reserves, if any, are reflected in the 
audited financial statements described therein.  The Borrower enjoys the peaceful and undisturbed 
possession of all of the premises upon which it is operating its facilities. 

Section 4.1.5  Agreements; Consents; Approvals.  Except as contemplated by the Borrower Loan 
Documents and the Funding Loan Documents, the Borrower is not a party to any agreement or instrument 
or subject to any restriction that would materially adversely affect the Borrower, the Project, or the 
Borrower’s business, properties, operations or financial condition or business prospects, except the 
Permitted Encumbrances.  To the best of the Borrower’s knowledge, the Borrower is not in default in any 
material respect in the performance, observance or fulfillment of any of the obligations, covenants or 
conditions contained in any Permitted Encumbrance or any other material agreement or instrument to which 
it is a party or by which it or the Project is bound. 

No consent or approval of any trustee or holder of any indebtedness of the Borrower, and to the 
best knowledge of the Borrower and only with respect to the Borrower, no consent, permission, 
authorization, order or license of, or filing or registration with, any governmental authority (except no 
representation is made with respect to any state securities or “blue sky” laws) is necessary in connection 
with the execution and delivery of the Borrower Loan Documents or the Funding Loan Documents, or the 
consummation of any transaction herein or therein contemplated, or the fulfillment of or compliance with 
the terms and conditions hereof or thereof, except as have been obtained or made and as are in full force 
and effect. 

Section 4.1.6  Title.  The Borrower shall have marketable title to the Project, free and clear of all 
Liens except the Permitted Encumbrances.  The Security Instrument, when properly recorded in the 
appropriate records, together with any UCC financing statements required to be filed in connection 
therewith, will create (i) a valid, perfected first priority lien on the fee (or leasehold, if applicable) interest 
in the Project and (ii) perfected security interests in and to, and perfected collateral assignments of, all 
personalty included in the Project (including the Leases), all in accordance with the terms thereof, in each 
case subject only to any applicable Permitted Encumbrances.  To the Borrower’s knowledge, there are no 
delinquent real property taxes or assessments, including water and sewer charges, with respect to the 
Project, nor are there any claims for payment for work, labor or materials affecting the Project which are 
or may become a Lien prior to, or of equal priority with, the Liens created by the Borrower Loan Documents 
and the Funding Loan Documents. 

Section 4.1.7  Survey.  To the best knowledge of the Borrower, the survey for the Project delivered 
to the Governmental Lender and the Funding Lender does not fail to reflect any material matter affecting 
the Project or the title thereto. 
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Section 4.1.8  No Bankruptcy Filing.  The Borrower is not contemplating either the filing of a 
petition by it under any state or federal bankruptcy or insolvency law or the liquidation of all or a major 
portion of its property (a “Bankruptcy Proceeding”), and the Borrower has no knowledge of any Person 
contemplating the filing of any such petition against it.  As of the Closing Date, the Borrower has the ability 
to pay its debts as they become due. 

Section 4.1.9  Full and Accurate Disclosure.  No statement of fact made by the Borrower in any 
Borrower Loan Document or any Funding Loan Document contains any untrue statement of a material fact 
or omits to state any material fact necessary to make statements contained therein in light of the 
circumstances in which they were made, not misleading.  There is no material fact or circumstance presently 
known to the Borrower that has not been disclosed to the Governmental Lender and the Funding Lender 
which materially and adversely affects the Project or the business, operations or financial condition or 
business prospects of the Borrower or the Borrower’s ability to meet its obligations under this Borrower 
Loan Agreement and the other Borrower Loan Documents and Funding Loan Documents to which it is a 
party in a timely manner. 

Section 4.1.10  No Plan Assets.  The Borrower is not an “employee benefit plan,” as defined in 
Section 3(3) of ERISA, subject to Title I of ERISA, and none of the assets of the Borrower constitutes or 
will constitute “plan assets” of one or more such plans within the meaning of 29 C.F.R. Section 2510.3 101. 

Section 4.1.11  Compliance.  The Borrower, the Project and the use thereof will comply, to the 
extent required, in all material respects with all applicable Legal Requirements.  The Borrower is not in 
default or violation of any order, writ, injunction, decree or demand of any Governmental Authority, the 
violation of which would materially adversely affect the financial condition or business prospects or the 
business of the Borrower.  There has not been committed by the Borrower or any Borrower Affiliate 
involved with the operation or use of the Project any act or omission affording any Governmental Authority 
the right of forfeiture as against the Project or any part thereof or any moneys paid in performance of the 
Borrower’s obligations under any Borrower Loan Document or any Funding Loan Documents. 

Section 4.1.12  Contracts.  All service, maintenance or repair contracts affecting the Project have 
been entered into at arm’s length (except for such contracts between the Borrower and its affiliates or the 
affiliates of the Borrower Controlling Entity of the Borrower) in the ordinary course of the Borrower’s 
business and provide for the payment of fees in amounts and upon terms comparable to existing market 
rates. 

Section 4.1.13  Financial Information.  All financial data, including any statements of cash flow 
and income and operating expense, that have been delivered to the Governmental Lender or the Funding 
Lender in respect of the Project by or on behalf of the Borrower, to the best knowledge of the Borrower, (i) 
are accurate and complete in all material respects, (ii) accurately represent the financial condition of the 
Project as of the date of such reports, and (iii) to the extent prepared by an independent certified public 
accounting firm, have been prepared in accordance with GAAP consistently applied throughout the periods 
covered, except as disclosed therein.  Other than pursuant to or permitted by the Borrower Loan Documents 
or the Funding Loan Documents or the Borrower organizational documents, the Borrower has no contingent 
liabilities, unusual forward or long-term commitments or unrealized or anticipated losses from any 
unfavorable commitments.  Since the date of such financial statements, there has been no materially adverse 
change in the financial condition, operations or business of the Borrower from that set forth in said financial 
statements. 

Section 4.1.14  Condemnation.  No Condemnation or other proceeding has been commenced or, 
to the Borrower’s knowledge, is contemplated, threatened or pending with respect to all or part of the 
Project or for the relocation of roadways providing access to the Project. 
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Section 4.1.15  Federal Reserve Regulations.  No part of the proceeds of the Borrower Loan will 
be used for the purpose of purchasing or acquiring any “margin stock” within the meaning of Regulation U 
of the Board of Governors of the Federal Reserve System or for any other purpose that would be inconsistent 
with such Regulation U or any other regulation of such Board of Governors, or for any purpose prohibited 
by Legal Requirements or any Borrower Loan Document or Funding Loan Document. 

Section 4.1.16  Utilities and Public Access.  To the best of the Borrower’s knowledge, the Project 
is or will be served by water, sewer, sanitary sewer and storm drain facilities adequate to service it for its 
intended uses.  All public utilities necessary or convenient to the full use and enjoyment of the Project are 
or will be located in the public right-of-way abutting the Project, and all such utilities are or will be 
connected so as to serve the Project without passing over other property absent a valid easement.  All roads 
necessary for the use of the Project for its current purpose have been or will be completed and dedicated to 
public use and accepted by all Governmental Authorities.  Except for Permitted Encumbrances, the Project 
does not share ingress and egress through an easement or private road or share on-site or off-site recreational 
facilities and amenities that are not located on the Project and under the exclusive control of the Borrower, 
or where there is shared ingress and egress or amenities, there exists an easement or joint use and 
maintenance agreement under which (i) access to and use and enjoyment of the easement or private road 
and/or recreational facilities and amenities is perpetual, (ii) the number of parties sharing such easement 
and/or recreational facilities and amenities must be specified, (iii) the Borrower’s responsibilities and share 
of expenses are specified, and (iv) the failure to pay any maintenance fee with respect to an easement will 
not result in a loss of usage of the easement. 

Section 4.1.17  Not a Foreign Person.  The Borrower is not a “foreign person” within the meaning 
of §1445(f)(3) of the Code. 

Section 4.1.18  Separate Lots.  Each parcel comprising the Land  is a separate tax lot and is not a 
portion of any other tax lot that is not a part of the Land. 

Section 4.1.19  Assessments.  There are no pending or, to the Borrower’s best knowledge, 
proposed special or other assessments for public improvements or otherwise affecting the Project, or any 
contemplated improvements to the Project that may result in such special or other assessments. 

Section 4.1.20  Enforceability.  The Borrower Loan Documents and the Funding Loan Documents 
are not subject to, and the Borrower has not asserted, any right of rescission, set-off, counterclaim or 
defense, including the defense of usury. 

Section 4.1.21  Insurance.  The Borrower has obtained the insurance required by the Security 
Instrument and has delivered to the Servicer copies of insurance policies or certificates of insurance 
reflecting the insurance coverages, amounts and other requirements set forth in this Borrower Loan 
Agreement, if applicable, and the Security Instrument. 

Section 4.1.22  Use of Property; Licenses.  The Project will be used exclusively as a multifamily 
residential rental project and other appurtenant and related uses, which use is consistent with the zoning 
classification for the Project.  All certifications, permits, licenses and approvals, including certificates of 
completion and occupancy permits required for the legal use or legal, nonconforming use, as applicable, 
occupancy and operation of the Project (collectively, the “Licenses”) required at this time for the 
construction or rehabilitation, as appropriate, and equipping of the Project have been obtained.  To the 
Borrower’s knowledge, all Licenses obtained by the Borrower have been validly issued and are in full force 
and effect.  The Borrower has no reason to believe that any of the Licenses required for the future use and 
occupancy of the Project and not heretofore obtained by the Borrower will not be obtained by the Borrower 
in the ordinary course following the Completion Date.  To the Borrower’s knowledge, no Licenses will 
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terminate, or become void or voidable or terminable, upon any sale, transfer or other disposition of the 
Project, including any transfer pursuant to foreclosure sale under the Security Instrument or deed in lieu of 
foreclosure thereunder.  The Project does not violate any density or building setback requirements of the 
applicable zoning law except to the extent, if any, shown on the survey.  No proceedings are, to the best of 
the Borrower’s knowledge, pending or threatened that would result in a change of the zoning of the Project. 

Section 4.1.23 Flood Zone.   [At Closing], no structure within the Mortgaged Property lies or is 
located in an identifiable or designated Special Flood Hazard Area.  [Subsequent to Closing], if the 
Mortgaged Property is determined to be in a Special Flood Hazard Area, Borrower will obtain appropriate 
flood insurance as required under the National Flood Insurance Act of 1968, Flood Disaster Protection Act 
of 1973, or the National Flood Insurance Reform Act of 1994 as amended or as required by the Servicer 
pursuant to its underwriting guidelines.  

Section 4.1.24  Physical Condition.  The Project, including all Improvements, parking facilities, 
systems, fixtures, Equipment and landscaping, are or, after completion of the construction, rehabilitation 
and/or repairs, as appropriate, will be in good and habitable condition in all material respects and in good 
order and repair in all material respects (reasonable wear and tear excepted).  The Borrower has not received 
notice from any insurance company or bonding company of any defect or inadequacy in the Project, or any 
part thereof, which would adversely affect its insurability or cause the imposition of extraordinary 
premiums or charges thereon or any termination of any policy of insurance or bond.  The physical 
configuration of the Project is not in material violation of the ADA, if required under applicable law. 

Section 4.1.25  Encroachments.  All of the Improvements included in determining the appraised 
value of the Project will lie wholly within the boundaries and building restriction lines of the Project, and 
no improvement on an adjoining property encroaches upon the Project, and no easement or other 
encumbrance upon the Project encroaches upon any of the Improvements, so as to affect the value or 
marketability of the Project, except those insured against by the Title Insurance Policy or disclosed in the 
survey of the Project as approved by the Servicer. 

Section 4.1.26  State Law Requirements.  The Borrower hereby represents, covenants and agrees 
to comply with the provisions of all applicable state laws relating to the Borrower Loan, the Funding Loan 
and the Project. 

Section 4.1.27  Filing and Recording Taxes.  All transfer taxes, deed stamps, intangible taxes or 
other amounts in the nature of transfer taxes required to be paid by any Person under applicable Legal 
Requirements in connection with the transfer of the Project to the Borrower have been paid or will be paid 
on the Closing Date.  All mortgage, mortgage recording, stamp, intangible or other similar taxes required 
to be paid by any Person under applicable Legal Requirements in connection with the execution, delivery, 
recordation, filing, registration, perfection or enforcement of any of the Borrower Loan Documents and the 
Funding Loan Documents have been or will be paid. 

Section 4.1.28  Investment Company Act.  The Borrower is not (i) an “investment company” or 
a company “controlled” by an “investment company,” within the meaning of the Investment Company Act 
of 1940, as amended; or (ii) a “holding company” or a “subsidiary company” of a “holding company” or 
an “affiliate” of either a “holding company” or a “subsidiary company” within the meaning of the Public 
Utility Holding Company Act of 1935, as amended. 

Section 4.1.29  Fraudulent Transfer.  The Borrower has not accepted the Borrower Loan or 
entered into any Borrower Loan Document or Funding Loan Document with the actual intent to hinder, 
delay or defraud any creditor, and the Borrower has received reasonably equivalent value in exchange for 
its obligations under the Borrower Loan Documents and the Funding Loan Documents.  Giving effect to 
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the transactions contemplated by the Borrower Loan Documents and the Funding Loan Documents, the fair 
saleable value of the Borrower’s assets exceeds and will, immediately following the execution and delivery 
of the Borrower Loan Documents and the Funding Loan Documents, exceed the Borrower’s total liabilities, 
including subordinated, unliquidated, disputed or contingent liabilities.  The fair saleable value of the 
Borrower’s assets is and will, immediately following the execution and delivery of the Borrower Loan 
Documents and the Funding Loan Documents, be greater than the Borrower’s probable liabilities, including 
the maximum amount of its contingent liabilities or its debts as such debts become absolute and matured.  
The Borrower’s assets do not and, immediately following the execution and delivery of the Borrower Loan 
Documents and the Funding Loan Documents will not, constitute unreasonably small capital to carry out 
its business as conducted or as proposed to be conducted.  The Borrower does not intend to, and does not 
believe that it will, incur debts and liabilities (including contingent liabilities and other commitments) 
beyond its ability to pay such debts as they mature (taking into account the timing and amounts to be payable 
on or in respect of obligations of the Borrower). 

Section 4.1.30  Ownership of the Borrower.  Except as set forth in the Operating Agreement of 
the Borrower, the Borrower has no obligation to any Person to purchase, repurchase or issue any ownership 
interest in the Borrower. 

Section 4.1.31  Environmental Matters.  To the best of Borrower’s knowledge, except as may be 
disclosed in the environmental reports reflected on the exhibit to the Agreement of Environmental 
Indemnification between Borrower and Funding Lender, the Project is not in violation of any Legal 
Requirement pertaining to or imposing liability or standards of conduct concerning environmental 
regulation, contamination or clean-up, and will comply with covenants and requirements relating to 
environmental hazards as set forth in the Security Instrument.  The Borrower will execute and deliver the 
Agreement of Environmental Indemnification on the Closing Date. 

Section 4.1.32  Name; Principal Place of Business.  Unless prior Written Notice is given to the 
Funding Lender, the Borrower does not use and will not use any trade name, and has not done and will not 
do business under any name other than its actual name set forth herein.  The principal place of business of 
the Borrower is its primary address for notices as set forth in Section 10.1 hereof, and the Borrower has no 
other place of business, other than the Project and such principal place of business. 

Section 4.1.33  Subordinated Debt.  There is no secured or unsecured indebtedness with respect 
to the Project or any residual interest therein, other than Permitted Encumbrances and the permitted 
indebtedness described in Section 6.7 hereof, except an unsecured deferred developer fee not to exceed the 
amount permitted by Funding Lender as determined on the Closing Date and unsecured, subordinate partner 
loans to the Borrower permitted or required under the terms of the Operating Agreement. 

Section 4.1.34  Filing of Taxes.  The Borrower has filed (or has obtained effective extensions for 
filing) all federal, state and local tax returns required to be filed and has paid or made adequate provision 
for the payment of all federal, state and local taxes, charges and assessments, if any, payable by the 
Borrower. 

Section 4.1.35  General Tax.  All representations, warranties and certifications of the Borrower 
set forth in the Regulatory Agreement and the Tax Certificates are incorporated by reference herein and the 
Borrower will comply with such as if set forth herein. 

Section 4.1.36  Approval of the Borrower Loan Documents and Funding Loan Documents.  
By its execution and delivery of this Borrower Loan Agreement, the Borrower approves the form and 
substance of the Borrower Loan Documents and the Funding Loan Documents, and agrees to carry out the 
responsibilities and duties specified in the Borrower Loan Documents and the Funding Loan Documents to 
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be carried out by the Borrower.  The Borrower acknowledges that (a) it understands the nature and structure 
of the transactions relating to the financing of the Project, (b) it is familiar with the provisions of all of the 
Borrower Loan Documents and the Funding Loan Documents and other documents and instruments relating 
to the financing, (c) it understands the risks inherent in such transactions, including without limitation the 
risk of loss of the Project, and (d) it has not relied on the Governmental Lender, the Funding Lender or the 
Servicer for any guidance or expertise in analyzing the financial or other consequences of the transactions 
contemplated by the Borrower Loan Documents and the Funding Loan Documents or otherwise relied on 
the Governmental Lender, the Funding Lender or the Servicer in any manner.   

Section 4.1.37  Funding Loan Agreement.  The Borrower has read and accepts and agrees that it 
is bound by the Funding Loan Agreement and the Funding Loan Documents. 

Section 4.1.38  Americans with Disabilities Act.  The Project, as designed, will conform in all 
material respects with all applicable zoning, planning, building and environmental laws, ordinances and 
regulations of governmental authorities having jurisdiction over the Project, including, but not limited to, 
the Americans with Disabilities Act of 1990 (“ADA”), to the extent required (as evidenced by an architect’s 
certificate to such effect). 

Section 4.1.39  Requirements of Act, Code and Regulations.  The Project satisfies all 
requirements of the Act, the Code and the Regulations applicable to the Project. 

Section 4.1.40  Regulatory Agreement.  The Project is, as of the date of origination of the Funding 
Loan, in compliance with all requirements of the Regulatory Agreement to the extent such requirements 
are applicable; and the Borrower intends to cause the residential units in the Project to be rented or available 
for rental on a basis which satisfies the requirements of the Regulatory Agreement, including all applicable 
requirements of the Act and the Code and the Regulations, and pursuant to leases which comply with all 
applicable laws. 

Section 4.1.41  Intention to Hold Project.  The Borrower intends to hold the Project for its own 
account and has no current plans, and has not entered into any agreement, to sell the Project or any part of 
it (except for the rights granted in the Operating Agreement); and the Borrower intends to occupy the Project 
or cause the Project to be occupied and to operate it or cause it to be operated at all times during the term 
of this Borrower Loan Agreement in compliance with the terms of this Borrower Loan Agreement and the 
Regulatory Agreement and does not know of any reason why the Project will not be so used by it in the 
absence of circumstances not now anticipated by it or totally beyond its control. 

Section 4.1.42  Concerning Managing Member.   

(a) The  Managing Member is a limited liability company duly organized and validly existing under 
the laws of the State of Illinois.  The Managing Member has all requisite power and authority, rights and 
franchises to enter into and perform its obligations under the Borrower Loan Documents and the Funding Loan 
Documents to be executed by the Managing Member for its own account and on behalf of Borrower, as 
managing member of Borrower, under this Borrower Loan Agreement and the other Borrower Loan 
Documents and the Funding Loan Documents. 

(b) Managing Member has made all filings (including, without limitation, all required filings related 
to the use of fictitious business names) and is in good standing in the State and in each other jurisdiction in 
which the character of the property it owns or the nature of the business it transacts makes such filings 
necessary or where the failure to make such filings could have a material adverse effect on the business, 
operations, assets, condition (financial or otherwise) or prospects of Managing Member. 
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(c) Managing Member is duly authorized to do business in the State. 

(d) The execution, delivery and performance by Borrower of the Borrower Loan Documents and the 
Funding Loan Documents have been duly authorized by all necessary action of Managing Member on behalf 
of Borrower, and by all necessary action on behalf of Managing Member. 

(e) The execution, delivery and performance by Managing Member, on behalf of Borrower, of the 
Borrower Loan Documents and the Funding Loan Documents will not violate (i) Managing Member’s 
organizational documents; (ii) any other Legal Requirement affecting Managing Member or any of its 
properties; or (iii) any agreement to which Managing Member is bound or to which it is a party; and will not 
result in or require the creation (except as provided in or contemplated by this Borrower Loan Agreement) of 
any Lien upon any of such properties, any of the Collateral or any of the property or funds pledged or delivered 
to Funding Lender pursuant to the Security Documents. 

Section 4.1.43  Government and Private Approvals.  All governmental or regulatory orders, 
consents, permits, authorizations and approvals required for the construction, rehabilitation, use, occupancy 
and operation of the Improvements, that may be granted or denied in the discretion of any Governmental 
Authority, have been obtained and are in full force and effect (or, in the case of any of the foregoing that 
Borrower is not required to have as of the Closing Date, will be obtained), and will be maintained in full 
force and effect at all times during the construction or rehabilitation of the Improvements.  All such orders, 
consents, permits, authorizations and approvals that may not be denied in the discretion of any 
Governmental Authority shall be obtained prior to the commencement of any work for which such orders, 
consents, permits, authorizations or approvals are required, and, once obtained, such orders, consents, 
permits, authorizations and approvals will be maintained in full force and effect at all times during the 
construction or rehabilitation of the Improvements.  Except as set forth in the preceding two sentences, no 
additional governmental or regulatory actions, filings or registrations with respect to the Improvements, 
and no approvals, authorizations or consents of any trustee or holder of any indebtedness or obligation of 
Borrower, are required for the due execution, delivery and performance by Borrower or Managing Member 
of any of the Borrower Loan Documents or the Funding Loan Documents or the Related Documents 
executed by Borrower or Managing Member, as applicable.  All required zoning approvals have been 
obtained, and the zoning of the Land for the Project is not conditional upon the happening of any further 
event. 

Section 4.1.44  Concerning Guarantor.  The Borrower Loan Documents and the Funding Loan 
Documents to which the Guarantor is a party or a signatory executed simultaneously with this Borrower 
Loan Agreement have been duly executed and delivered by Guarantor and are legally valid and binding 
obligations of Guarantor, enforceable against Guarantor in accordance with their terms, except as 
enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws 
affecting creditors’ rights generally and by general principles of equity. 

Section 4.1.45  No Material Defaults.  Except as previously disclosed to Funding Lender in 
writing, there exists no material violation of or material default by Borrower under, and, to the best 
knowledge of Borrower, no event has occurred which, upon the giving of notice or the passage of time, or 
both, would constitute a material default with respect to:  (i) the terms of any instrument evidencing, 
securing or guaranteeing any indebtedness secured by the Project or any portion or interest thereof or 
therein; (ii) any lease or other agreement affecting the Project or to which Borrower is a party; (iii) any 
license, permit, statute, ordinance, law, judgment, order, writ, injunction, decree, rule or regulation of any 
Governmental Authority, or any determination or award of any arbitrator to which Borrower or the Project 
may be bound; or (iv) any mortgage, instrument, agreement or document by which Borrower or any of its 
respective properties is bound; in the case of any of the foregoing:  (1) which involves any Borrower Loan 
Document or Funding Loan Document; (2) which involves the Project and is not adequately covered by 
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insurance; (3) that might materially and adversely affect the ability of Borrower, Managing Member or 
Guarantor or to perform any of its respective obligations under any of the Borrower Loan Documents or 
the Funding Loan Documents or any other material instrument, agreement or document to which it is a 
party; or (4) which might adversely affect the priority of the Liens created by this Borrower Loan 
Agreement or any of the Borrower Loan Documents or the Funding Loan Documents. 

Section 4.1.46  Payment of Taxes.  Except as previously disclosed to Funding Lender in writing:  
(i) all tax returns and reports of Borrower, Managing Member and Guarantor required to be filed have been 
timely filed, and all taxes, assessments, fees and other governmental charges upon Borrower, Managing 
Member and Guarantor, and upon their respective properties, assets, income and franchises, which are due 
and payable have been paid when due and payable; and (ii) Borrower knows of no proposed tax assessment 
against it or against Managing Member or Guarantor that would be material to the condition (financial or 
otherwise) of Borrower, Managing Member or Guarantor, and neither Borrower nor Managing Member 
have contracted with any Governmental Authority in connection with such taxes. 

Section 4.1.47  Rights to Project Agreements and Licenses.  Borrower is the legal and beneficial 
owner of all rights in and to the Plans and Specifications and all existing Project Agreements and Licenses, 
and will be the legal and beneficial owner of all rights in and to all future Project Agreements and Licenses.  
Borrower’s interest in the Plans and Specifications and all Project Agreements and Licenses is not subject 
to any present claim (other than under the Borrower Loan Documents and the Funding Loan Documents or 
as otherwise approved by Funding Lender in its sole discretion), set-off or deduction other than in the 
ordinary course of business. 

Section 4.1.48  Patriot Act Compliance.  Borrower is not now, nor has ever been (i) listed on any 
Government Lists (as defined below), (ii) a person who has been determined by a Governmental Authority 
to be subject to the prohibitions contained in Presidential Executive Order No. 13224 (Sept. 23, 2001) or 
any other similar prohibitions contained in the rules and regulations of OFAC or in any enabling legislation 
or other Presidential Executive Orders in respect thereof, (iii) indicted for or convicted of any felony 
involving a crime or crimes of moral turpitude or for any Patriot Act Offense, or (iv) under investigation 
by any Governmental Authority for alleged criminal activity. For purposes hereof, the term “Patriot Act 
Offense” shall mean any violation of the criminal laws of the United States of America or of any of the 
several states, or that would be a criminal violation if committed within the jurisdiction of the United States 
of America or any of the several states, relating to terrorism or the laundering of monetary instruments, 
including any offense under (A) the criminal laws against terrorism; (B) the criminal laws against money 
laundering, (C) Bank Representative Secrecy Act, as amended, (D) the Money Laundering Control Act of 
1986, as amended, or (E) the Patriot Act. “Patriot Act Offense” also includes the crimes of conspiracy to 
commit, or aiding and abetting another to commit, a Patriot Act Offense. For purposes hereof, the term 
“Government Lists” shall mean (1) the Specially Designated Nationals and Blocked Persons Lists 
maintained by the Office of Foreign Assets Control (“OFAC”), (2) any other list of terrorists, terrorist 
organizations or narcotics traffickers maintained pursuant to any of the Rules and Regulations of OFAC 
that Funding Lender notified Borrower in writing is now included in “Government Lists”, or (3) any similar 
lists maintained by the United States Department of State, the United States Department of Commerce or 
any other Governmental Authority or pursuant to any Executive Order of the President of the United States 
of America that Funding Lender notified Borrower in writing is now included in “Government Lists”. 

Section 4.1.49  Rent Schedule.  Borrower has prepared a prospective Unit absorption and rent 
collection schedule with respect to the Project substantially in the form attached as an exhibit to the 
Construction Funding Agreement, which schedule takes into account, among other relevant factors (i) a 
schedule of minimum monthly rentals for the Units, and (ii) any and all concessions including free rent 
periods, and on the basis of such schedule, Borrower believes it will collect rents with respect to the Project 
in amounts greater than or equal to debt service on the Series A Borrower Note. 
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Section 4.1.50  Other Documents.  Each of the representations and warranties of Borrower or 
Managing Member contained in any of the other Borrower Loan Documents or the Funding Loan 
Documents or Related Documents is true and correct in all material respects (or, in the case of 
representations or warranties contained in any of the other Borrower Loan Documents or Funding Loan 
Documents or Related Documents that speak as of a particular date, were true and correct in all material 
respects as of such date).  All of such representations and warranties are incorporated herein for the benefit 
of Funding Lender. 

Section 4.1.51  Subordinate Loan Documents.  The Subordinate Loan Documents are in full force 
and effect and the Borrower has paid all commitment fees and other amounts due and payable to the 
Subordinate Lender(s) thereunder.  There exists no material violation of or material default by the Borrower 
under, and no event has occurred which, upon the giving of notice or the passage of time, or both, would 
constitute a material default under the Subordinate Loan Documents. 

Section 4.1.52  Representations under Act.  The Borrower makes the following representations 
to the Governmental Lender relating to qualifications for financing of the Project under the Act:  

(a) The rehabilitation of the Project to be financed with proceeds of the Bonds 
includes the improvement of an existing multifamily housing development to 
improve the basic livability of the housing or to restore it to a decent, safe, and 
sanitary condition. The improvements do not include the construction or 
improvement of any recreational facilities, routine or minor repairs or 
maintenance, or cosmetic improvements unless coupled with the cure of 
substantial accumulation of deferred maintenance or other permitted 
improvements. 

(b) The cost of rehabilitation is estimated to equal at least $1,000 per dwelling unit 
or 20% of the appraised value of the original building and site, whichever is 
less. 

(c) The Project is designed for rental primarily to elderly or disabled persons, and 
accordingly the affordability limitations and conditions set forth in subdivision 
2 of Section 462-C.05 are not applicable.  Notwithstanding the foregoing, the 
Project meets such affordability limitations and conditions. 

In addition, the Project is designed for rental primarily to elderly or disabled persons for purposes of 
Minnesota Statutes, Section 462C.05, subdivision 5. 

Section 4.2.  Survival of Representations and Covenants.  All of the representations and 
warranties in Section 4.1 hereof and elsewhere in the Borrower Loan Documents (i) shall survive for so 
long as any portion of the Borrower Payment Obligations remains due and owing and (ii) shall be deemed 
to have been relied upon by the Governmental Lender and the Servicer notwithstanding any investigation 
heretofore or hereafter made by the Governmental Lender or the Servicer or on its or their behalf, provided, 
however, that the representations, warranties and covenants set forth in Section 4.1.31 hereof shall survive 
in perpetuity and shall not be subject to the exculpation provisions of Section 11.1 hereof. 
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ARTICLE V 

AFFIRMATIVE COVENANTS 

During the term of this Borrower Loan Agreement, the Borrower hereby covenants and agrees with 
the Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer that:    

Section 5.1.  Existence.  The Borrower shall (i) do or cause to be done all things commercially 
reasonably necessary to preserve, renew and keep in full force and effect its existence and its material rights, 
and franchises, (ii) continue to engage in the business presently conducted by it, (iii) obtain and maintain 
all material Licenses, and (iv) qualify to do business and remain in good standing under the laws of the 
State. 

Section 5.2.  Taxes and Other Charges.  The Borrower shall pay all Taxes and Other Charges as 
the same become due and payable and prior to their becoming delinquent in accordance with the Security 
Instrument, except to the extent that the amount, validity or application thereof is being contested in good 
faith as permitted by the Security Instrument. 

The Borrower covenants to pay all Taxes and Other Charges of any type or character charged to 
the Funding Lender affecting the amount available to the Funding Lender from payments to be received 
hereunder or in any way arising due to the transactions contemplated hereby (including Taxes and Other 
Charges assessed or levied by any public agency or governmental authority of whatsoever character having 
power to levy taxes or assessments) but excluding franchise taxes based upon the capital and/or income of 
the Funding Lender and taxes based upon or measured by the net income of the Funding Lender; provided, 
however, that the Borrower shall have the right to protest any such Taxes or Other Charges and to require 
the Funding Lender, at the Borrower’s expense, to protest and contest any such Taxes or Other Charges 
levied upon them and that the Borrower shall have the right to withhold payment of any such Taxes or 
Other Charges pending disposition of any such protest or contest unless such withholding, protest or contest 
would adversely affect the rights or interests of the Funding Lender.  This obligation shall remain valid and 
in effect notwithstanding repayment of the Borrower Loan hereunder or termination of this Borrower Loan 
Agreement. 

Section 5.3.  Repairs; Maintenance and Compliance; Physical Condition.  The Borrower shall 
cause the Project to be maintained in a good, habitable and safe (so as to not threaten the health or safety 
of the Project’s tenants or their invited guests) condition and repair (reasonable wear and tear excepted) as 
set forth in the Security Instrument and shall not remove, demolish or materially alter the Improvements or 
Equipment (except for removal of aging or obsolete equipment or furnishings in the normal course of 
business), except as provided in the Security Instrument. 

Section 5.4.  Litigation.  The Borrower shall give prompt Written Notice to the Governmental 
Lender, the Funding Lender and the Servicer of any litigation, governmental proceedings or claims or 
investigations regarding an alleged actual violation of a Legal Requirement pending or, to the Borrower’s 
knowledge, threatened against the Borrower which might materially adversely affect the Borrower’s 
condition (financial or otherwise) or business or the Project. 

Section 5.5.  Performance of Other Agreements.  The Borrower shall observe and perform in all 
material respects each and every term to be observed or performed by it pursuant to the terms of any 
agreement or instrument affecting or pertaining to the Project. 

Section 5.6.  Notices.  The Borrower shall promptly advise the Governmental Lender, the Funding 
Lender and the Servicer of (i) any Material Adverse Change in the Borrower’s financial condition, assets, 
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properties or operations other than general changes in the real estate market, (ii) any fact or circumstance 
affecting the Borrower or the Project that materially and adversely affects the Borrower’s ability to meet 
its obligations hereunder or under any of the other Borrower Loan Document to which it is a party in a 
timely manner, or (iii) the occurrence of any Potential Default or Event of Default of which the Borrower 
has knowledge.  If the Borrower becomes subject to federal or state securities law filing requirements, the 
Borrower shall cause to be delivered to the Governmental Lender, the Funding Lender and the Servicer any 
Securities and Exchange Commission or other public filings, if any, of the Borrower within two (2) 
Business Days of such filing. 

Section 5.7.  Cooperate in Legal Proceedings.  The Borrower shall cooperate fully with the 
Governmental Lender, the Funding Lender and the Servicer with respect to, and permit the Governmental 
Lender, the Funding Lender and the Servicer at their option, to participate in, any proceedings before any 
Governmental Authority that may in any way affect the rights of the Governmental Lender, the Funding 
Lender and/or the Servicer under any Borrower Loan Document or Funding Loan Document. 

Section 5.8.  Further Assurances.  The Borrower shall, at the Borrower’s sole cost and expense 
(except as provided in Section 9.1 hereof), (i) furnish to the Servicer and the Funding Lender all instruments, 
documents, boundary surveys, footing or foundation surveys (to the extent that Borrower’s construction or 
renovation of the Project alters any existing building foundations or footprints), certificates, plans and 
specifications, appraisals, title and other insurance reports and agreements relating to the Project, 
reasonably requested by the Servicer or the Funding Lender for the better and more efficient carrying out 
of the intents and purposes of the Borrower Loan Documents and the Funding Loan Documents; (ii) execute 
and deliver to the Servicer and the Funding Lender such documents, instruments, certificates, assignments 
and other writings, and do such other acts necessary or desirable, to evidence, preserve and/or protect the 
collateral at any time securing or intended to secure the Borrower Loan, as the Servicer and the Funding 
Lender may reasonably require from time to time; (iii) do and execute all and such further lawful and 
reasonable acts, conveyances and assurances for the better and more effective carrying out of the intents 
and purposes of the Borrower Loan Documents and the Funding Loan Documents, as the Servicer or the 
Funding Lender shall reasonably require from time to time; provided, however, with respect to clauses (i)-
(iii) above, the Borrower shall not be required to do anything that has the effect of (A) changing the essential 
economic terms of the Borrower Loan or (B) imposing upon the Borrower greater personal liability under 
the Borrower Loan Documents and the Funding Loan Documents; and (iv) upon the Servicer’s or the 
Funding Lender’s request therefor given from time to time after the occurrence of any Potential Default or 
Event of Default for so long as such Potential Default or Event of Default, as applicable, is continuing pay 
for (a) reports of UCC, federal tax lien, state tax lien, judgment and pending litigation searches with respect 
to the Borrower and (b) searches of title to the Project, each such search to be conducted by search firms 
reasonably designated by the Servicer or the Funding Lender in each of the locations reasonably designated 
by the Servicer or the Funding Lender. 

Section 5.9.  Delivery of Financial Information.  After written notice to the Borrower of a 
Secondary Market Disclosure Document, the Borrower shall, concurrently with any delivery to the Funding 
Lender or the Servicer of the Provided Information, deliver copies of all financial information required 
under Article IX. 

Section 5.10.  Environmental Matters.  So long as the Borrower owns or is in possession of the 
Project, the Borrower shall (a) keep the Project in compliance with all Hazardous Materials Laws (as 
defined in the Security Instrument), (b) promptly notify the Funding Lender and the Servicer if the Borrower 
shall become aware that any Hazardous Materials (as defined in the Security Instrument) are on or near the 
Project in violation of Hazardous Materials Laws, and (c) commence and thereafter diligently prosecute to 
completion all remedial work necessary with respect to the Project required under any Hazardous Material 
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Laws, in each case as set forth in the Security Instrument or the Agreement of Environmental 
Indemnification. 

Section 5.11.  Governmental Lender’s, Fiscal Agent’s and Funding Lender’s Fees.  The 
Borrower covenants to pay the  reasonable fees and expenses of the Governmental Lender (including any 
Ongoing Governmental Lender Fee), the Fiscal Agent (including the Fiscal Agent Fees) and the Funding 
Lender or any agents, attorneys, accountants, consultants selected by the Governmental Lender, the Fiscal 
Agent or the Funding Lender to act on its respective behalf in connection with this Borrower Loan 
Agreement and the other Borrower Loan Documents, the Regulatory Agreement and the Funding Loan 
Documents and any and all reasonable expenses incurred in connection with the making of the Borrower 
Loan or in connection with any litigation which may at any time be instituted involving the Borrower Loan, 
this Borrower Loan Agreement, the other Borrower Loan Documents, the Regulatory Agreement and the 
Funding Loan Documents or any of the other documents contemplated thereby, or in connection with the 
reasonable supervision or inspection of the Borrower, its properties, assets or operations or otherwise in 
connection with the administration of the foregoing.  This obligation shall remain valid and in effect 
notwithstanding repayment of the Borrower Loan hereunder or termination of this Borrower Loan 
Agreement. 

Section 5.12.  Estoppel Statement.  The Borrower shall furnish to the Funding Lender or the 
Servicer for the benefit of the Funding Lender or the Servicer within ten (10) days after request by the 
Funding Lender and the Servicer, with a statement, duly acknowledged and certified, setting forth, as 
applicable, with respect to each Borrower Note, (i) the unpaid principal of the Borrower Note, (ii) the 
applicable Interest Rate, (iii) the date installments of interest and/or principal were last paid, (iv) any offsets 
or defenses to the payment of the Borrower Payment Obligations, and (v) that the Borrower Loan 
Documents and the Funding Loan Documents to which the Borrower is a party are valid, legal and binding 
obligations of the Borrower and have not been modified or, if modified, giving particulars of such 
modification, and no Event of Default exists thereunder or specify any Event of Default that does exist 
thereunder.  The Borrower shall use commercially reasonable efforts to furnish to the Funding Lender or 
the Servicer, within 30 days of a request by the Funding Lender or Servicer, tenant estoppel certificates 
from each commercial tenant, if any, at the Project in form and substance reasonably satisfactory to the 
Funding Lender and the Servicer; provided that the Funding Lender and the Servicer shall not make such 
requests more frequently than twice in any year. 

Section 5.13.  Defense of Actions.  The Borrower shall appear in and defend any action or 
proceeding purporting to affect the security for this Borrower Loan Agreement hereunder or under the 
Borrower Loan Documents and the Funding Loan Documents, and shall pay, in the manner required by 
Section 2.4 hereof, all costs and expenses, including the cost of evidence of title and attorneys’ fees, in any 
such action or proceeding in which Funding Lender may appear.  If the Borrower fails to perform any of 
the covenants or agreements contained in this Borrower Loan Agreement or any other Borrower Loan 
Document, or if any action or proceeding is commenced that is not diligently defended by the Borrower 
which affects the Funding Lender’s interest in the Project or any part thereof, including eminent domain, 
code enforcement or proceedings of any nature whatsoever under any Federal or state law, whether now 
existing or hereafter enacted or amended, then the Funding Lender may make such appearances, disburse 
such sums and take such action as the Funding Lender deems necessary or appropriate to protect its 
interests.  Such actions include disbursement of attorneys’ fees, entry upon the Project to make repairs or 
take other action to protect the security of the Project, and payment, purchase, contest or compromise of 
any encumbrance, charge or lien which in the judgment of Funding Lender appears to be prior or superior 
to the Borrower Loan Documents or the Funding Loan Documents.  The Funding Lender shall have no 
obligation to do any of the above.  The Funding Lender may take any such action without notice to or 
demand upon the Borrower.  No such action shall release the Borrower from any obligation under this 
Borrower Loan Agreement or any of the other Borrower Loan Documents or Funding Loan Documents.  In 
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the event (i) that the Security Instrument is foreclosed in whole or in part or that any Borrower Loan 
Document is put into the hands of an attorney for collection, suit, action or foreclosure, or (ii) of the 
foreclosure of any mortgage, deed of trust or deed to secure debt prior to or subsequent to the Security 
Instrument or any Borrower Loan Document in which proceeding the Funding Lender is made a party or 
(iii) of the bankruptcy of the Borrower or an assignment by the Borrower for the benefit of its creditors, the 
Borrower shall be chargeable with and agrees to pay all costs of collection and defense, including actual 
attorneys’ fees in connection therewith and in connection with any appellate proceeding or post-judgment 
action involved therein, which shall be due and payable together with all required service or use taxes. 

Section 5.14.  Expenses.  The Borrower shall pay all reasonable expenses incurred by the 
Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer (except as provided in Section 
9.1 hereof) in connection with the Borrower Loan and the Funding Loan, including  reasonable fees and 
expenses of the Governmental Lender’s, the Fiscal Agent’s, the Funding Lender’s and the Servicer’s 
attorneys, environmental, engineering and other consultants, and fees, charges or taxes for the recording or 
filing of Borrower Loan Documents and the Funding Loan Documents.  The Borrower shall pay or cause 
to be paid all expenses of the Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer 
(except as provided in Section 9.1 hereof) in connection with the issuance or administration of the Borrower 
Loan and the Funding Loan, including audit costs, inspection fees, settlement of condemnation and casualty 
awards, and premiums for title insurance and endorsements thereto.  The Borrower shall, upon request, 
promptly reimburse the Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer for 
all reasonable amounts expended, advanced or incurred by the Governmental Lender, the Funding Lender 
and the Servicer to collect the Borrower Notes, or to enforce the rights of the Governmental Lender, the 
Funding Lender and the Servicer under this Borrower Loan Agreement or any other Borrower Loan 
Document, or to defend or assert the rights and claims of the Governmental Lender, the Funding Lender 
and the Servicer under the Borrower Loan Documents and the Funding Loan Documents arising out of an 
Event of Default or with respect to the Project (by litigation or other proceedings) arising out of an Event 
of Default, which amounts will include all court costs, attorneys’ fees and expenses, fees of auditors and 
accountants, and investigation expenses as may be reasonably incurred by the Governmental Lender, the 
Fiscal Agent, the Funding Lender and the Servicer in connection with any such matters (whether or not 
litigation is instituted), together with interest at the Default Rate on each such amount from the Date of 
Disbursement until the date of reimbursement to the Governmental Lender, the Fiscal Agent, the Funding 
Lender and the Servicer, all of which shall constitute part of the Borrower Loan and the Funding Loan and 
shall be secured by the Borrower Loan Documents and the Funding Loan Documents.  The obligations and 
liabilities of the Borrower under this Section 5.14 shall survive the Term of this Borrower Loan Agreement 
and the exercise by the Governmental Lender, the Fiscal Agent, the Funding Lender or the Servicer, as the 
case may be, of any of its rights or remedies under the Borrower Loan Documents and the Funding Loan 
Documents, including the acquisition of the Project by foreclosure or a conveyance in lieu of foreclosure.  
Notwithstanding the foregoing, the Borrower shall not be obligated to pay amounts incurred as a result of 
the gross negligence or willful misconduct of any other party, and any obligations of the Borrower to pay 
for environmental inspections or audits will be governed by Section 18(i) of the Security Instrument. 

Section 5.15.  Indemnity.  In addition to its other obligations hereunder, and in addition to any and 
all rights of reimbursement, indemnification, subrogation and other rights of the Governmental Lender, the 
Fiscal Agent or the Funding Lender pursuant hereto and under law or equity, to the fullest extent permitted 
by law, the Borrower agrees to indemnify, hold harmless and defend the Governmental Lender, the Fiscal 
Agent, the Funding Lender, the Servicer, the Beneficiary Parties, Citigroup, Inc. and each of their respective 
officers, directors, employees, attorneys and agents (each an “Indemnified Party”), against any and all 
losses, damages, claims, actions, liabilities, reasonable costs and expenses of any nature, kind or character 
(including, without limitation, reasonable attorneys’ fees, litigation and court costs, amounts paid in 
settlement (to the extent that the Borrower has consented to such settlement) and amounts paid to discharge 
judgments) (hereinafter, the “Liabilities”) to which the Indemnified Parties, or any of them, may become 
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subject under federal or state securities laws or any other statutory law or at common law or otherwise, to 
the extent arising out of or based upon or in any way relating to: 

(a) The Borrower Loan Documents and the Funding Loan Documents or the execution or amendment 
thereof or in connection with transactions contemplated thereby, including the sale, transfer or resale of the 
Borrower Loan or the Funding Loan, except with respect to any Secondary Market Disclosure Document 
(other than any Borrower’s obligations under Article IX);  

(b) Any act or omission of the Borrower or any of its agents, contractors, servants, employees or 
licensees in connection with the Borrower Loan, the Funding Loan or the Project, the operation of the Project, 
or the condition, environmental or otherwise, occupancy, use, possession, conduct or management of work 
done in or about, or from the planning, design, acquisition, construction, installation or rehabilitation of, the 
Project or any part thereof; 

(c) Any lien (other than a Permitted Encumbrance) or charge upon payments by the Borrower to the 
Governmental Lender or the Funding Lender hereunder, or any taxes (including, without limitation, all ad 
valorem taxes and sales taxes), assessments, impositions and Other Charges imposed on the Governmental 
Lender or the Funding Lender in respect of any portion of the Project; 

(d) Any violation of any environmental law, rule or regulation with respect to, or the release of any 
toxic substance from, the Project or any part thereof during the period in which the Borrower is in possession 
or control of the Project;  

(e) The enforcement of, or any action taken by the Governmental Lender or the Funding Lender related 
to remedies under, this Borrower Loan Agreement and the other Borrower Loan Documents and the Funding 
Loan Documents; 

(f) [Reserved];  

(g) Any untrue statement or misleading statement or alleged untrue statement or alleged misleading 
statement of a material fact by the Borrower made in the course of Borrower applying for the Borrower Loan 
or the Funding Loan or contained in any of the Borrower Loan Documents or Funding Loan Documents to 
which the Borrower is a party; 

(h) Any Determination of Taxability; 

(i) Any breach (or alleged breach) by Borrower of any representation, warranty or covenant made in 
or pursuant to this Borrower Loan Agreement or in connection with any written or oral representation, 
presentation, report, appraisal or other information given or delivered by Borrower, Managing Member, 
Guarantor or Borrower Affiliates to Governmental Lender, the Funding Lender, Servicer or any other Person 
in connection with Borrower’s application for the Borrower Loan and the Funding Loan (including, without 
limitation, any breach or alleged breach by Borrower of any agreement with respect to the provision of any 
substitute credit enhancement);  

(j) any failure (or alleged failure) by Borrower, the Funding Lender or Governmental Lender to 
comply with applicable federal and state laws and regulations pertaining to the making of the Borrower Loan 
and the Funding Loan;  

(k) the Project, or the condition, occupancy, use, possession, conduct or management of, or work done 
in or about, or from the planning, design, acquisition, installation, construction or rehabilitation of, the Project 
or any part thereof; or 
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(l) the use of the proceeds of the Borrower Loan and the Funding Loan, 

except in the case of the foregoing indemnification of the Governmental Lender, the Funding 
Lender or the Servicer or any related Indemnified Party, to the extent such damages are caused by the gross 
negligence or willful misconduct of such Indemnified Party.  Notwithstanding anything herein to the 
contrary, the Borrower’s indemnification obligations to the parties specified in Section 9.1.4 hereof with 
respect to any securitization or Secondary Market Transaction described in Article IX hereof shall be 
limited to the indemnity set forth in Section 9.1.4 hereof.  In the event that any action or proceeding is 
brought against any Indemnified Party with respect to which indemnity may be sought hereunder, the 
Borrower, upon written notice from the Indemnified Party (which notice shall be timely given so as not to 
materially impair the Borrower’s right to defend), shall assume the investigation and defense thereof, 
including the employment of counsel reasonably approved by the Indemnified Party, and shall assume the 
payment of all expenses related thereto, with full power to litigate, compromise or settle the same in its sole 
discretion; provided that the Indemnified Party shall have the right to review and approve or disapprove 
any such compromise or settlement, which approval shall not be unreasonably withheld.  Each Indemnified 
Party shall have the right to employ separate counsel in any such action or proceeding and to participate in 
the investigation and defense thereof.  The Borrower shall pay the reasonable fees and expenses of such 
separate counsel; provided, however, that such Indemnified Party may only employ separate counsel at the 
expense of the Borrower if and only if in such Indemnified Party’s good faith judgment (based on the advice 
of counsel) a conflict of interest exists or could arise by reason of common representation. 

Notwithstanding any transfer of the Project to another owner in accordance with the provisions of 
this Borrower Loan Agreement or the Regulatory Agreement, the Borrower shall remain obligated to 
indemnify each Indemnified Party pursuant to this Section 5.15 if such subsequent owner fails to indemnify 
any party entitled to be indemnified hereunder, unless the Governmental Lender and the Funding Lender 
have consented to such transfer and to the assignment of the rights and obligations of the Borrower 
hereunder. 

The rights of any persons to indemnity hereunder shall survive the final payment or defeasance of 
the Borrower Loan and the Funding Loan and in the case of the Servicer, any resignation or removal.  The 
provisions of this Section 5.15 shall survive the termination of this Borrower Loan Agreement.   

Section 5.16.  No Warranty of Condition or Suitability by the Governmental Lender or 
Funding Lender.  Neither the Governmental Lender nor the Funding Lender makes any warranty, either 
express or implied, as to the condition of the Project or that it will be suitable for the Borrower’s purposes 
or needs. 

Section 5.17.  Right of Access to the Project.  The Borrower agrees that the Governmental Lender, 
the Funding Lender, the Servicer and the Construction Consultant, and their duly authorized agents, 
attorneys, experts, engineers, accountants and representatives shall have the right, but no obligation at all 
reasonable times during business hours and upon reasonable prior written notice and subject to the rights 
of residential tenants, to enter onto the Land (a) to examine, test and inspect the Project without material 
interference or prejudice to the Borrower’s operations and (b) to perform such work in and about the Project 
made necessary by reason of the Borrower’s default under any of the provisions of this Borrower Loan 
Agreement.  The Governmental Lender, the Funding Lender, the Servicer, and their duly authorized agents, 
attorneys, accountants and representatives shall also be permitted, without any obligation to do so, at all 
reasonable times and upon reasonable prior written notice during business hours, to examine the books and 
records of the Borrower with respect to the Project. 

Section 5.18.  Notice of Default.  The Borrower will provide the Governmental Lender, the Fiscal 
Agent, the Funding Lender and the Servicer as soon as possible, and in any event not later than five (5) 
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Business Days after the occurrence of any Event of Default with a statement of an Authorized Borrower 
Representative describing the details of such Event of Default and any curative action Borrower proposes 
to take. 

Section 5.19.  Covenant with Governmental Lender and Funding Lender.  The Borrower 
agrees that this Borrower Loan Agreement is executed and delivered in part to induce the purchase by others 
of the Governmental Lender Notes and, accordingly, all covenants and agreements of the Borrower 
contained in this Borrower Loan Agreement are hereby declared to be for the benefit of the Governmental 
Lender, the Funding Lender and any lawful owner, holder or pledgee of the Borrower Notes or the 
Governmental Lender Notes from time to time.   

Section 5.20.  Obligation of the Borrower to Construct or Rehabilitate the Project.  The 
Borrower shall proceed with reasonable dispatch to construct or rehabilitate, as appropriate, and equip the 
Project.  If the proceeds of the Borrower Loan, together with the Other Borrower Moneys, available to be 
disbursed to the Borrower are not sufficient to pay the costs of such construction or rehabilitation, as 
appropriate, and equipping, the Borrower shall pay such additional costs from its own funds.  The Borrower 
shall not be entitled to any reimbursement from the Governmental Lender, the Funding Lender or the 
Servicer in respect of any such costs or to any diminution or abatement in the repayment of the Borrower 
Loan.  The Governmental Lender and the Funding Lender shall not be liable to the Borrower or any other 
person if for any reason the Project is not completed or if the proceeds of the Borrower Loan are insufficient 
to pay all costs of the Project.  The Governmental Lender and the Funding Lender do not make any 
representation or warranty, either express or implied, that moneys, if any, which will be made available to 
the Borrower will be sufficient to complete the Project, and the Governmental Lender and the Funding 
Lender shall not be liable to the Borrower or any other person if for any reason the Project is not completed. 

Section 5.21.  Maintenance of Insurance.  Borrower will maintain the insurance required by the 
Security Instrument.   

Section 5.22.  Information; Statements and Reports.  Borrower shall furnish or cause to be 
furnished to Funding Lender: 

(a) Financial Statements; Rent Rolls.  In the manner and to the extent required under the Security 
Instrument, such financial statements, expenses statements, rent rolls, reports and other financial documents 
and information as required by the Security Instrument and the other Borrower Loan Documents and Funding 
Loan Documents, in the form and within the time periods required therein; 

(b) Managing Member.  As soon as available and in any event within one hundred twenty (120) days 
after the end of each fiscal year of Managing Member, copies of the financial statements of Managing Member 
as of such date, prepared in substantially the form previously delivered to the Governmental Lender and 
Funding Lender and in a manner consistent therewith, or in such form (which may include a form prepared in 
accordance with GAAP) as Funding Lender may reasonably request; 

(c) Leasing Reports.  Prior to the Conversion Date, on a monthly basis (and in any event within fifteen 
(15) days after the end of each Calendar Month), a report of all efforts made by Borrower, if any, to lease all 
or any portion of the Project during such Calendar Month and on a cumulative basis since Project inception, 
which report shall be prepared and delivered by Borrower, shall be in form and substance satisfactory to 
Funding Lender, and shall, if requested by Funding Lender, be supported by copies of letters of intent, leases 
or occupancy agreements, as applicable; 

(d) Audit Reports.  Promptly upon receipt thereof, copies of all reports, if any, submitted to Borrower 
by independent public accountants in connection with each annual, interim or special audit of the financial 
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statements of Borrower made by such accountants, including the comment letter submitted by such accountants 
to management in connection with their annual audit; 

(e) Notices; Certificates or Communications.  Immediately upon giving or receipt thereof, copies of 
any notices, certificates or other communications delivered at the Project or to Borrower or Managing Member 
naming Governmental Lender or Funding Lender as addressee or which could reasonably be deemed to affect 
the structural integrity of the Project or the ability of Borrower to perform its obligations under the Borrower 
Loan Documents and the Funding Loan Documents; 

(f) Certification of Non-Foreign Status.  Promptly upon request of Funding Lender from time to time, 
a Certification of Non-Foreign Status, executed on or after the date of such request by Funding Lender; 

(g) Compliance Certificates.  Together with each of the documents required pursuant to Section 5.22(a) 
hereof submitted by or on behalf of Borrower, a statement, in form and substance satisfactory to Funding 
Lender and certified by an Authorized Borrower Representative, to the effect that Borrower is in compliance 
with all covenants, terms and conditions applicable to Borrower, under or pursuant to the Borrower Loan 
Documents and the Funding Loan Documents and under or pursuant to any other Debt owing by Borrower to 
any Person, and disclosing any noncompliance therewith, and any Event of Default or Potential Default, and 
describing the status of Borrower’s actions to correct such noncompliance, Event of Default or Potential 
Default, as applicable; and 

(h) Other Items and Information.  Such other information concerning the assets, business, financial 
condition, operations, property, prospects and results of operations of Borrower, Managing Member, 
Guarantor or the Project, as Funding Lender or Governmental Lender reasonably requests from time to time. 

Section 5.23.  Additional Notices.  Borrower will, promptly after becoming aware thereof, give 
notice to Funding Lender and the Governmental Lender of: 

(a) any Lien affecting the Project, or any part thereof, other than Liens expressly permitted under this 
Borrower Loan Agreement; 

(b) any Legal Action which is instituted by or against Borrower, Managing Member or Guarantor, or 
any Legal Action which is threatened against Borrower, Managing Member or Guarantor which, in any case, 
if adversely determined, could have a material adverse effect upon the business, operations, properties, 
prospects, assets, management, ownership or condition (financial or otherwise) of Borrower, Managing 
Member, Guarantor or the Project; 

(c) any Legal Action which constitutes an Event of Default or a Potential Default or a default under 
any other Contractual Obligation to which Borrower, Managing Member or Guarantor is a party or by or to 
which Borrower, Managing Member or Guarantor, or any of their respective properties or assets, may be bound 
or subject, which default would have a material adverse effect on the business, operations, assets (including 
the Project), condition (financial or otherwise) or prospects of Borrower, Managing Member or Guarantor, as 
applicable; 

(d) any default, alleged default or potential default on the part of Borrower under any of the CC&R’s 
(together with a copy of each notice of default, alleged default or potential default received from any other 
party thereto); 

(e) any notice of default, alleged default or potential default on the part of Borrower received from any 
tenant or occupant of the Project under or relating to its lease or occupancy agreement (together with a copy 
of any such notice), if, in the aggregate, notices from at least fifteen percent (15%) of the tenants at the Project 
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have been received by Borrower with respect to, or alleging, the same default, alleged default or potential 
default; 

(f) any change or contemplated change in (i) the location of Borrower’s or Managing Member’s 
executive headquarters or principal place of business; (ii) the legal, trade, or fictitious business names used by 
Borrower or Managing Member; or (iii) the nature of the trade or business of Borrower; and 

(g) any default, alleged default or potential default on the part of any general or limited partner 
(including, without limitation, Managing Member and the Equity Investor) under the Operating Agreement. 

Section 5.24.  Compliance with Other Agreements; Legal Requirements. 

(a) Borrower shall timely perform and comply with, and shall cause Managing Member to timely 
perform and comply with the covenants, agreements, obligations and restrictions imposed on them under the 
Operating Agreement, and Borrower shall not do or permit to be done anything to impair any such party’s 
rights or interests under any of the foregoing. 

(b) Borrower will comply and, to the extent it is able, will require others to comply with, all Legal 
Requirements of all Governmental Authorities having jurisdiction over the Project or construction and/or 
rehabilitation of the Improvements, and will furnish Funding Lender with reports of any official searches for 
or notices of violation of any requirements established by such Governmental Authorities.  Borrower will 
comply and, to the extent it is able, will require others to comply, with applicable CC&R’s and all restrictive 
covenants and all obligations created by private contracts and leases which affect ownership, construction, 
rehabilitation, equipping, fixturing, use or operation of the Project, and all other agreements requiring a certain 
percentage of the Units to be rented to persons of low or moderate income.  The Improvements, when 
completed, shall comply with all applicable building, zoning and other Legal Requirements, and will not 
violate any restrictions of record against the Project or the terms of any other lease of all or any portion of the 
Project. Funding Lender shall at all times have the right to audit, at Borrower’s expense, Borrower’s 
compliance with any agreement requiring a certain percentage of the Units to be rented to persons of low or 
moderate income, and Borrower shall supply all such information with respect thereto as Funding Lender may 
request and otherwise cooperate with Funding Lender in any such audit; provided, however, the prior to the 
occurrence of an Event of Default, Borrower shall have no obligation to bear the expense of more than one (1) 
audit every 3 years.  Without limiting the generality of the foregoing, Borrower shall properly obtain, comply 
with and keep in effect (and promptly deliver copies to Funding Lender of) all permits, licenses and approvals 
which are required to be obtained from Governmental Authorities in order to construct, occupy, operate, 
market and lease the Project. 

Section 5.25.  Completion and Maintenance of Project.  Borrower shall cause the construction 
or rehabilitation, as the case may be, of the Improvements, to be prosecuted with diligence and continuity 
and completed substantially in accordance with the Plans and Specifications, and in accordance with the 
Construction Funding Agreement, free and clear of any liens or claims for liens (but without prejudice to 
Borrower’s rights of contest under Section 10.16 hereof) (“Completion”) on or before the Completion Date.  
Borrower shall thereafter maintain the Project as a residential apartment complex in good order and 
condition, ordinary wear and tear excepted.  A maintenance program shall be in place at all times to assure 
the continuation of first class maintenance. 

Section 5.26.  Fixtures.  Borrower shall deliver to Funding Lender, on demand, any contracts, bills 
of sale, statements, receipted vouchers or agreements under which Borrower or any other Person claims 
title to any materials, fixtures or articles incorporated into the Improvements. 
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Section 5.27.  Income from Project.  Borrower shall first apply all Gross Income to Expenses of 
the Project, including all amounts then required to be paid under the Borrower Loan Documents and the 
Funding Loan Documents and the funding of all sums necessary to meet the Replacement Reserve Fund 
Requirement, before using or applying such Gross Income for any other purpose.  Prior to the Conversion 
Date, Borrower shall not make or permit any distributions or other payments of Net Operating Income to 
its partners, shareholders or members, as applicable, in each case, without the prior Written Consent of 
Funding Lender; provided that, prior to the Conversion Date, Borrower may pay the Investor Services Fee 
(as defined in the Operating Agreement) payable to the Equity Investor from Net Operating Income in 
accordance with the Operating Agreement. 

Section 5.28.  Leases and Occupancy Agreements. 

(a) Lease Approval.   

(i) Borrower may enter into residential leases of space within the Improvements (and 
amendments to such leases) in the ordinary course of business with bona fide third party tenants 
without Funding Lender’s prior Written Consent if: 

(A) The lease is a Permitted Lease; 

(B) Borrower, acting in good faith following the exercise of due diligence, has 
determined that the tenant meets requirements imposed under any applicable CC&R and is 
financially capable of performing all of its obligations under the lease; and 

(C) The lease conforms to the Rent Schedule attached as an exhibit to the 
Construction Funding Agreement and reflects an arm’s-length transaction, subject to the 
requirement that the Borrower comply with any applicable CC&R. 

(ii) If any Event of Default has occurred and is continuing, Funding Lender may make 
written demand on Borrower to submit all future leases for Funding Lender’s approval prior to 
execution.  Borrower shall comply with any such demand by Funding Lender. 

(iii) No approval of any lease by Funding Lender shall be for any purpose other than to 
protect Funding Lender’s security for the Borrower Loan and to preserve Funding Lender’s rights 
under the Borrower Loan Documents and the Funding Loan Documents.  No approval by Funding 
Lender shall result in a waiver of any default of Borrower.  In no event shall any approval by 
Funding Lender of a lease be a representation of any kind with regard to the lease or its 
enforceability, or the financial capacity of any tenant or guarantor. 

(b) Landlord’s Obligations.  Borrower shall perform all obligations required to be performed 
by it as landlord under any lease affecting any part of the Project or any space within the Improvements. 

(c) Leasing and Marketing Agreements.  Except as may be contemplated in the Management 
Agreement with Borrower’s Manager, Borrower shall not without the approval of Funding Lender enter 
into any leasing or marketing agreement and Funding Lender reserves the right to approve the qualifications 
of any marketing or leasing agent. 

Section 5.29.  Project Agreements and Licenses.  To the extent not heretofore delivered to 
Funding Lender, Borrower will furnish to Funding Lender, as soon as available, true and correct copies of 
all Project Agreements and Licenses and the Plans and Specifications, together with assignments thereof to 
Funding Lender and consents to such assignments where required by Funding Lender, all in form and 
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substance acceptable to Funding Lender.  Neither Borrower nor Managing Member has assigned or granted, 
or will assign or grant, a security interest in any of the Project Agreements and Licenses, other than to 
Funding Lender. 

Section 5.30.  Payment of Debt Payments.  In addition to its obligations under the Borrower 
Notes, Borrower will (i) duly and punctually pay or cause to be paid all principal of and interest on any 
Debt of Borrower as and when the same become due on or before the due date; (ii) comply with and perform 
all conditions, terms and obligations of other instruments or agreements evidencing or securing such Debt; 
(iii) promptly inform Funding Lender of any default, or anticipated default, under any such note, agreement, 
instrument; and (iv) forward to Funding Lender a copy of any notice of default or notice of any event that 
might result in default under any such note, agreement, instrument, including Liens encumbering the 
Project, or any portion thereof, which have been subordinated to the Security Instrument (regardless of 
whether or not permitted under this Borrower Loan Agreement). 

Section 5.31.  ERISA.  Borrower will comply, and will cause each of its ERISA Affiliates to 
comply, in all respects with the provisions of ERISA, to the extent applicable. 

Section 5.32.  Patriot Act Compliance.  Borrower shall use its good faith and commercially 
reasonable efforts to comply with the Patriot Act and all applicable requirements of Governmental 
Authorities having jurisdiction over Borrower and/or the Project, including those relating to money 
laundering and terrorism. Funding Lender shall have the right to audit Borrower’s compliance with the 
Patriot Act and all applicable requirements of Governmental Authorities having jurisdiction over Borrower 
and/or the Project, including those relating to money laundering and terrorism. In the event that Borrower 
fails to comply with the Patriot Act or any such requirements of Governmental Authorities, then Funding 
Lender may, at its option, cause Borrower to comply therewith and any and all costs and expenses incurred 
by Funding Lender in connection therewith shall be secured by the Security Instrument and shall be 
immediately due and payable. 

Borrower covenants that it shall comply with all Legal Requirements and internal requirements of 
Funding Lender relating to money laundering, anti-terrorism, trade embargos and economic sanctions, now 
or hereafter in effect.  Without limiting the foregoing, Borrower shall not take any action, or permit any 
action to be taken, that would cause Borrower’s representations and warranties in Section 4.1.48 and this 
Section 5.32 to become untrue or inaccurate at any time during the term of the Funding Loan.  Upon any 
Beneficiary Party’s request from time to time during the term of the Funding Loan, Borrower shall certify 
in writing to such Beneficiary Party that Borrower’s representations, warranties and obligations under  
Section 4.1.48 and this Section 5.32 remain true and correct and have not been breached, and in addition, 
upon request of any Beneficiary Party, Borrower covenants to provide all information required to satisfy 
obligations under all Legal Requirements and internal requirements of Funding Lender relating to money 
laundering, anti-terrorism, trade embargos and economic sanctions, now or hereafter in effect, during the 
term of the Funding Loan.  Borrower shall immediately notify the Funding Lender in writing of (a) 
Borrower’s actual knowledge that any of such representations, warranties or covenants are no longer true 
and have been breached, (b) Borrower has a reasonable basis to believe that they may no longer be true and 
have been breached or (c) Borrower becomes the subject of an investigation by Governmental Authorities 
related to money laundering, anti-terrorism, trade embargos and economic sanctions.  Borrower shall also 
reimburse Funding Lender for any expense incurred by Funding Lender in evaluating the effect of an 
investigation by Governmental Authorities on the Funding Loan and Funding Lender’s interest in the 
collateral for the Funding  Loan, in obtaining necessary license from Governmental Authorities as may be 
necessary for Funding Lender to enforce its rights under the Funding Loan Documents, and in complying 
with all Legal Requirements and internal requirements of Funding Lender relating to money laundering, 
anti-terrorism, trade embargos and economic sanctions, now or hereafter in effect applicable to Funding 
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Lender as a result of the existence of such an event and for any penalties or fines imposed upon Funding 
Lender as a result thereof.  

Section 5.33.  Funds from Equity Investor.  Borrower shall cause the Equity Investor to fund all 
installments of the Equity Contributions in the amounts and at the times subject and according to the terms,  
of the Operating Agreement. 

Section 5.34.  Tax Covenants.  The Borrower further represents, warrants and covenants as 
follows: 

(a) General.  The Borrower shall not take any action or omit to take any action which, if taken or 
omitted, respectively, would adversely affect the exclusion of interest on the Governmental Lender Notes from 
gross income (as defined in Section 61 of the Code), for federal income tax purposes and, if it should take or 
permit any such action, the Borrower will take all lawful actions that it can take to rescind such action promptly 
upon having knowledge thereof and that the Borrower will take such action or actions, including amendment 
of this Borrower Loan Agreement, the Security Instrument and the Regulatory Agreement, as may be 
necessary, in the opinion of Tax Counsel, to comply fully with all applicable rules, rulings, policies, 
procedures, regulations or other official statements promulgated or proposed by the Department of the 
Treasury or the Internal Revenue Service applicable to the Governmental Lender Notes, the Funding Loan or 
affecting the Project.  Capitalized terms used in this Section 5.34 shall have the respective meanings assigned 
to them in the Regulatory Agreement or, if not defined therein, in the Funding Loan Agreement.  With the 
intent not to limit the generality of the foregoing, the Borrower covenants and agrees that, prior to the final 
maturity of the Governmental Lender Notes, unless it has received and filed with the Governmental Lender 
and the Funding Lender a Tax Counsel No Adverse Effect Opinion (other than with respect to interest on any 
portion of the Governmental Lender Notes for a period during which such portion of the Governmental Lender 
Notes is held by a “substantial user” of any facility financed with the proceeds of the Governmental Lender 
Notes or a “related person,” as such terms are used in Section 147(a) of the Code), the Borrower will comply 
with this Section 5.34. 

(b) Use of Proceeds.  The use of the net proceeds of the Funding Loan at all times will satisfy the 
following requirements: 

(i) Limitation on Net Proceeds.  At least 95% of the net proceeds of the Funding Loan 
(within the meaning of the Code) actually expended shall be used to pay Qualified Project Costs 
that are costs of a “qualified residential rental project” (within the meaning of Sections 142(a)(7) 
and 142(d) of the Code) and property that is “functionally related and subordinate” thereto (within 
the meaning of Sections 1.103-8(a)(3) and 1.103-8(b)(4)(iii) of the Regulations). 

(ii) Limit on Costs of Funding.  The proceeds of the Funding Loan will be expended 
for the purposes set forth in this Borrower Loan Agreement and in the Funding Loan Agreement 
and no portion thereof in excess of two percent of the proceeds of the Funding Loan, within the 
meaning of Section 147(g) of the Code, will be expended to pay Costs of Funding of the Funding 
Loan. 

(iii) Prohibited Facilities.  The Borrower shall not use or permit the use of any proceeds 
of the Funding Loan or any income from the investment thereof to provide any airplane, skybox, 
or other private luxury box, health club facility, any facility primarily used for gambling, or any 
store the principal business of which is the sale of alcoholic beverages for consumption off 
premises. 
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(iv) Limitation on Land.  Less than 25 percent of the net proceeds of the Funding Loan 
actually expended will be used, directly or indirectly, for the acquisition of land or an interest 
therein, nor will any portion of the net proceeds of the Funding Loan be used, directly or indirectly, 
for the acquisition of land or an interest therein to be used for farming purposes. 

(v) Limitation on Existing Facilities.  No portion of the net proceeds of the Funding 
Loan will be used for the acquisition of any existing property or an interest therein unless (A) the 
first use of such property is pursuant to such acquisition or (B) the rehabilitation expenditures with 
respect to any building and the equipment therefor equal or exceed 15 percent of the cost of 
acquiring such building financed with the proceeds of the Funding Loan (with respect to structures 
other than buildings, this clause shall be applied by substituting 100 percent for 15 percent).  For 
purposes of the preceding sentence, the term “rehabilitation expenditures” shall have the meaning 
set forth in Section 147(d)(3) of the Code. 

(vi) Accuracy of Information.  The information furnished by the Borrower and used by 
the Governmental Lender in preparing its certifications with respect to Section 148 of the Code and 
the Borrower’s information statement pursuant to Section 149(e) of the Code is accurate and 
complete as of the date of origination of the Funding Loan. 

(vii) Limitation of Project Expenditures.  The acquisition, rehabilitation and equipping 
of the Project were not commenced (within the meaning of Section 144(a) of the Code) prior to the 
60th day preceding the adoption of the resolution of the Governmental Lender with respect to the 
Project on January 25, 2025 and no obligation for which reimbursement will be sought from 
proceeds of the Funding Loan relating to the acquisition, rehabilitation or equipping of the Project 
was paid or incurred prior to 60 days prior to such date, except for permissible “preliminary 
expenditures”, which include architectural, engineering surveying, soil testing, reimbursement 
bond issuance and similar costs incurred prior to the commencement of construction, rehabilitation 
or acquisition of the Project. 

(viii) Qualified Costs.  The Borrower hereby represents, covenants and warrants that the 
proceeds of the Funding Loan shall be used or deemed used exclusively to pay costs which are (A) 
capital expenditures (as defined in Section 1.150-1(a) of the Code’s regulations) and (B) not made 
for the acquisition of existing property, to the extent prohibited in Section 147(d) of the Code and 
that for the greatest number of buildings the proceeds of the Funding Loan shall be deemed 
allocated on a pro rata basis to each building in the Project and the land on which it is located so 
that each building and the land on which it is located will have been financed fifty percent (50%) 
or more by the proceeds of the Funding Loan for the purpose of complying with Section 42(h)(4)(B) 
of the Code; provided however, the foregoing representation, covenant and warranty is made for 
the benefit of the Borrower and its partners and neither the Funding Lender nor the Governmental 
Lender shall have any obligation to enforce this statement nor shall they incur any liability to any 
person, including without limitation, the Borrower, the partners of the Borrower, any other affiliate 
of the Borrower or the holders or payees of the Funding Loan and the Borrower Notes for any 
failure to meet the intent expressed in the foregoing representation, covenant and warranty; and 
provided further, failure to comply with this representation, covenant and warranty shall not 
constitute a default or event of default under this Borrower Loan Agreement or the Funding Loan 
Agreement. 

(c) Limitation on Maturity.  The average maturity of the Governmental Lender Notes does not 
exceed 120 percent of the average reasonably expected economic life of the Project to be financed by the 
Funding Loan, weighted in proportion to the respective cost of each item comprising the property the cost 
of which has been or will be financed, directly or indirectly, with the Net Proceeds of the Funding Loan.  
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For purposes of the preceding sentence, the reasonably expected economic life of property shall be 
determined as of the later of (A) the Closing Date for the Funding Loan or (B) the date on which such 
property is placed in service (or expected to be placed in service).  In addition, land shall not be taken into 
account in determining the reasonably expected economic life of property. 

(d) No Arbitrage.  The Borrower shall not take any action or omit to take any action with 
respect to the Gross Proceeds of the Funding Loan or of any amounts expected to be used to pay the 
principal thereof or the interest thereon which, if taken or omitted, respectively, would cause the 
Governmental Lender Notes to be classified as an “arbitrage bond” within the meaning of Section 148 of 
the Code.  Except as provided in the Funding Loan Agreement and this Borrower Loan Agreement, the 
Borrower shall not pledge or otherwise encumber, or permit the pledge or encumbrance of, any money, 
investment, or investment property as security for payment of any amounts due under this Borrower Loan 
Agreement or the Borrower Notes relating to the Funding Loan, shall not establish any segregated reserve 
or similar fund for such purpose and shall not prepay any such amounts in advance of the redemption date 
of an equal principal amount of the Funding Loan, unless the Borrower has obtained in each case a Tax 
Counsel No Adverse Effect Opinion with respect to such action, a copy of which shall be provided to the 
Governmental Lender and the Funding Lender.  The Borrower shall not, at any time prior to the final 
maturity of the Funding Loan, invest or cause any Gross Proceeds to be invested in any investment (or to 
use Gross Proceeds to replace money so invested), if, as a result of such investment the Yield of all 
investments acquired with Gross Proceeds (or with money replaced thereby) on or prior to the date of such 
investment exceeds the Yield of the Funding Loan to the Maturity Date (as defined in the Funding Loan 
Agreement), except as permitted by Section 148 of the Code and Regulations thereunder or as provided in 
the Regulatory Agreement.  The Borrower further covenants and agrees that it will comply with all 
applicable requirements of said Section 148 and the rules and Regulations thereunder relating to the 
Funding Loan and the interest thereon, including the employment of a Rebate Analyst acceptable to the 
Governmental Lender and Funding Lender at all times from and after the Closing Date for the calculation 
of rebatable amounts to the United States Treasury Department.  The Borrower agrees that it will cause the 
Rebate Analyst to calculate the rebatable amounts not later than forty-five days after the fifth anniversary 
of the Closing Date and each five years thereafter and not later than forty-five days after the final 
Computation Date and agrees that the Borrower will pay all costs associated therewith.  The Borrower 
agrees to provide evidence of the employment of the Rebate Analyst satisfactory to the Governmental 
Lender and Funding Lender.   

(e) No Federal Guarantee.  Except to the extent permitted by Section 149(b) of the Code and 
the Regulations and rulings thereunder, the Borrower shall not take or omit to take any action which would 
cause the Governmental Lender Notes to be “federally guaranteed” within the meaning of Section 149(b) 
of the Code and the Regulations and rulings thereunder. 

(f) Representations.  The Borrower has supplied or caused to be supplied to Tax Counsel all 
documents, instruments and written information requested by Tax Counsel, and all such documents, 
instruments and written information supplied by or on behalf of the Borrower at the request of Tax Counsel, 
which have been reasonably relied upon by Tax Counsel in rendering its opinion with respect to the 
exclusion from gross income of the interest on the Governmental Lender Notes for federal income tax 
purposes, are true and correct in all material respects, do not contain any untrue statement of a material fact 
and do not omit to state any material fact necessary to be stated therein in order to make the information 
provided therein, in light of the circumstances under which such information was provided, not misleading, 
and the Borrower is not aware of any other pertinent information which Tax Counsel has not requested. 

(g) Qualified Residential Rental Project.  The Borrower hereby covenants and agrees that the 
Project will be operated as a “qualified residential rental project” within the meaning of Section 142(d) of 
the Code, on a continuous basis during the longer of the Qualified Project Period (as defined in the 
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Regulatory Agreement) or any period during which any portion of the Governmental Lender Notes remains 
outstanding, to the end that the interest on the Governmental Lender Notes shall be excluded from gross 
income for federal income tax purposes.  The Borrower hereby covenants and agrees, continuously during 
the Qualified Project Period, to comply with all the provisions of the Regulatory Agreement. 

(h) Information Reporting Requirements.  The Borrower will comply with the information 
reporting requirements of Section 149(e)(2) of the Code requiring certain information regarding the 
Governmental Lender Notes to be filed with the Internal Revenue Service within prescribed time limits. 

(i) Funding Loan Not a Hedge Bond.  The Borrower covenants and agrees that not more than 
50% of the proceeds of the Funding Loan will be invested in Nonpurpose Investments having a substantially 
guaranteed Yield for four years or more within the meaning of Section 149(g)(3)(A)(ii) of the Code, and 
the Borrower reasonably expects that at least 85% of the spendable proceeds of the Funding Loan will be 
used to carry out the governmental purposes of the Funding Loan within the three-year period beginning 
on the Closing Date. 

(j) Termination of Restrictions.  Although the parties hereto recognize that, subject to the 
provisions of the Regulatory Agreement, the provisions of this Borrower Loan Agreement shall terminate 
in accordance with Section 10.14 hereof, the parties hereto recognize that pursuant to the Regulatory 
Agreement, certain requirements, including the requirements incorporated by reference in this Section, may 
continue in effect beyond the term hereof. 

(k) Public Approval.  The Borrower covenants and agrees that the proceeds of the Funding 
Loan will not be used in a manner that deviates in any substantial degree from the Project described in the 
written notice of a public hearing regarding the Funding Loan. 

(l) 40/60 Test Election.  The Borrower and the Governmental Lender hereby elect to apply the 
requirements of Section 142(d)(1)(B) to the Project.  The Borrower hereby represents, covenants and 
agrees, continuously during the Qualified Project Period, to comply with all the provisions of the Regulatory 
Agreement. 

(m) Modification of Tax Covenants.  Subsequent to the origination of the Funding Loan and 
prior to its payment in full (or provision for the payment thereof having been made in accordance with the 
provisions of the Funding Loan Agreement), this Section 5.34 hereof may not be amended, changed, 
modified, altered or terminated except as permitted herein and by the Funding Loan Agreement and with 
the Written Consent of the Governmental Lender and the Funding Lender.  Anything contained in this 
Borrower Loan Agreement or the Funding Loan Agreement to the contrary notwithstanding, the 
Governmental Lender, the Funding Lender, the Fiscal Agent and the Borrower hereby agree to amend this 
Borrower Loan Agreement and, if appropriate, the Funding Loan Agreement and the Regulatory 
Agreement, to the extent required, in the opinion of Tax Counsel, in order for interest on the Governmental 
Lender Notes to remain excludable from gross income for federal income tax purposes.  The party 
requesting such amendment, which may include the Funding Lender, shall notify the other parties to this 
Borrower Loan Agreement of the proposed amendment and send a copy of such requested amendment to 
Tax Counsel.  After review of such proposed amendment, Tax Counsel shall render to the Funding Lender 
and the Governmental Lender an opinion as to the effect of such proposed amendment upon the 
includability of interest on the Governmental Lender Notes in the gross income of the recipient thereof for 
federal income tax purposes.  The Borrower shall pay all necessary fees and expenses incurred with respect 
to such amendment.  The Borrower, the Governmental Lender and, where applicable, the Funding Lender 
per written instructions from the Governmental Lender shall execute, deliver and, if applicable, the 
Borrower shall file of record, any and all documents and instruments, including without limitation, an 
amendment to the Regulatory Agreement, with a file-stamped copy to the Funding Lender, necessary to 
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effectuate the intent of this Section 5.34, and the Borrower and the Governmental Lender hereby appoint 
the Funding Lender as their true and lawful attorney-in-fact to execute, deliver and, if applicable, file of 
record on behalf of the Borrower or the Governmental Lender, as is applicable, any such document or 
instrument (in such form as may be approved by and upon instruction of Tax Counsel) if either the Borrower 
or the Governmental Lender defaults in the performance of its obligation under this Section 5.34; provided, 
however, that the Funding Lender shall take no action under this Section 5.34 without first notifying the 
Borrower or the Governmental Lender, as is applicable, of its intention to take such action and providing 
the Borrower or the Governmental Lender, as is applicable, a reasonable opportunity to comply with the 
requirements of this Section 5.34. 

The Borrower irrevocably authorizes and directs the Fiscal Agent, Funding Lender and any other 
agent designated by the Governmental Lender to make payment of such amounts from funds of the 
Borrower, if any, held by the Fiscal Agent, Funding Lender, or any agent of the Governmental Lender or 
the Funding Lender.  The Borrower further covenants and agrees that, pursuant to the requirements of 
Treasury Regulation Section 1.148-1(b), it (or any related person contemplated by such regulations) will 
not purchase interests in the Funding Loan in an amount related to the amount of the Borrower Loan. 

(n) Compliance with Tax Certificates and Regulatory Agreement.  The Borrower shall comply 
with the provisions of the Tax Certificates and the Regulatory Agreement. 

Section 5.35.  Payment of Rebate.    

(a) Arbitrage Rebate.  The Borrower agrees to take all steps necessary to compute and pay any 
rebatable arbitrage relating to the Funding Loan or the Governmental Lender Notes in accordance with Section 
148(f) of the Code including: 

(i) Delivery of Documents and Money on Computation Dates.  The Borrower will 
deliver to the Fiscal Agent, with a copy to the Funding Lender, within 55 days after each 
Computation Date: 

(A) a statement, signed by the Borrower, stating the Rebate Amount as of such 
Computation Date; 

(B) if such Computation Date is an Installment Computation Date, an amount 
that, together with any amount then held for the credit of the Rebate Fund, is equal to at 
least 90% of the Rebate Amount as of such Installment Computation Date, less the future 
value of  any “previous rebate payments” made to the United States (as that term is used in 
Section 1.148-3(f)(1) of the Regulations), or (2) if such Computation Date is the final 
Computation Date, an amount that, together with any amount then held for the credit of the 
Rebate Fund, is equal to the Rebate Amount as of such final Computation Date, less the 
future value of any “previous rebate payments” made to the United States (as that term is 
used in Section 1.148-3(f)(1) of the Regulations); and 

(C) an Internal Revenue Service Form 8038-T properly signed and completed 
as of such Computation Date. 

(ii) Correction of Underpayments.  If the Borrower shall discover or be notified as of 
any date that any payment paid to the United States Treasury pursuant to this Section 5.35 of an 
amount described in Section 5.35(a)(i)(A) or (B) above shall have failed to satisfy any requirement 
of Section 1.148-3 of the Regulations (whether or not such failure shall be due to any default by 
the Borrower, the Governmental Lender or the Funding Lender), the Borrower shall (1) pay to the 
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Fiscal Agent (for deposit to the Rebate Fund) and cause the Fiscal Agent to pay to the United States 
Treasury from the Rebate Fund the underpayment of the Rebate Amount, together with any penalty 
and/or interest due, as specified in Section 1.148-3(h) of the Regulations, within 175 days after any 
discovery or notice and (2) deliver to the Fiscal Agent an Internal Revenue Service Form 8038-T 
completed as of such date. If such underpayment of the Rebate Amount, together with any penalty 
and/or interest due, is not paid to the United States Treasury in the amount and manner and by the 
time specified in the Regulations, the Borrower shall take such steps as are necessary to prevent 
the Governmental Lender Notes from becoming an arbitrage bond within the meaning of Section 
148 of the Code.  

(iii) Records.  The Borrower shall retain all of its accounting records relating to the 
funds established under this Borrower Loan Agreement and all calculations made in preparing the 
statements described in this Section 5.35 for at least six years after the later of the final maturity of 
the Governmental Lender Notes or the date the Funding Loan is retired in full. 

(iv) Costs.  The Borrower agrees to pay all of the fees and expenses of a nationally 
recognized Tax Counsel, the Rebate Analyst, if any, a certified public accountant and any other 
necessary consultant employed by the Borrower or the Funding Lender in connection with 
computing the Rebate Amount. 

(v) No Diversion of Rebatable Arbitrage.  The Borrower will not indirectly pay any 
amount otherwise payable to the federal government pursuant to the foregoing requirements to any 
person other than the federal government by entering into any investment arrangement with respect 
to the Gross Proceeds of the Funding Loan which is not purchased at Fair Market Value or includes 
terms that the Borrower would not have included if the Funding Loan were not subject to Section 
148(f) of the Code. 

(vi) Modification of Requirements.  If at any time during the term of this Borrower 
Loan Agreement, the Governmental Lender, the Funding Lender or the Borrower desires to take 
any action which would otherwise be prohibited by the terms of this Section 5.35, such Person shall 
be permitted to take such action if it shall first obtain and provide to the other Persons named herein 
a Tax Counsel No Adverse Effect Opinion with respect to such action. 

(b) Rebate Fund.  The Fiscal Agent shall deposit or transfer to the credit of the Rebate Fund 
each amount delivered to the Fiscal Agent by the Borrower for deposit thereto and each amount directed 
by the Borrower to be transferred thereto.  

(c) Within 15 days after each receipt or transfer of funds to the Rebate Fund, the Fiscal Agent 
shall withdraw from the Rebate Fund and pay to the United States of America the entire balance of the 
Rebate Fund. 

(d) All payments to the United States of America pursuant to this Section 5.35 shall be made 
by the Fiscal Agent for the account and in the name of the Governmental Lender and shall be paid through 
the United States Mail (return receipt requested or overnight delivery), addressed to the appropriate Internal 
Revenue Service Center and accompanied by the appropriate Internal Revenue Service forms (such forms 
to be provided to the Fiscal Agent by the Borrower or the Rebate Analyst as set forth in this Section 5.35). 

(e) The Borrower shall preserve all statements, forms and explanations received delivered 
pursuant this Section 5.35 and all records of transactions in the Rebate Fund until six years after the 
retirement of the Funding Loan. 
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(f) Moneys and securities held in the Rebate Fund shall not be deemed funds of the Fiscal 
Agent, the Funding Lender or of the Governmental Lender and are not pledged or otherwise subject to any 
security interest in favor of the Funding Lender to secure the Funding Loan or any other obligations. 

(g) Notwithstanding anything to the contrary in this Borrower Loan Agreement, no payment 
shall be made to the United States if the Borrower shall furnish to the Governmental Lender and the Funding 
Lender an opinion of Tax Counsel to the effect that such payment is not required under Section 148(d) and 
(f) of the Code in order to maintain the exclusion from gross income for federal income tax purposes of 
interest on the Governmental Lender Notes.  In such event, the Borrower shall be entitled to withdraw funds 
from the Rebate Fund to the extent the Borrower shall provide a Tax Counsel No Adverse Effect Opinion 
to the Governmental Lender, the Fiscal Agent and the Funding Lender with respect to such withdrawal. 

(h) Notwithstanding the foregoing, the computations and payments of rebate amounts referred 
to in this Section 5.35 need not be made to the extent that neither the Governmental Lender nor the Borrower 
will thereby fail to comply with any requirements of Section 148(f) of the Code based on a Tax Counsel 
No Adverse Effect Opinion, a copy of which shall be provided to the Funding Lender. 

Section 5.36.  Covenants under Funding Loan Agreement.  The Borrower will fully and 
faithfully perform all the duties and obligations which the Governmental Lender has covenanted and agreed 
in the Funding Loan Agreement to cause the Borrower to perform and any duties and obligations which the 
Borrower is required in the Funding Loan Agreement to perform.  The foregoing will not apply to any duty 
or undertaking of the Governmental Lender which by its nature cannot be delegated or assigned. 

Section 5.37.  Continuing Disclosure Agreement.  The Borrower and the Funding Lender shall 
enter into the Continuing Disclosure Agreement to provide for the continuing disclosure of information 
about the Funding Loan, the Borrower and other matters as specifically provided for in such agreement.   

ARTICLE VI 

NEGATIVE COVENANTS 

Borrower hereby covenants and agrees as follows, which covenants shall remain in effect so long 
as any Borrower Payment Obligation or other obligation of Borrower under any of the other Borrower Loan 
Documents or the Funding Loan Documents remains outstanding or unperformed.  Borrower covenants 
and agrees that it will not, directly or indirectly: 

Section 6.1.  Management Agreement.  Without first obtaining the Funding Lender’s prior 
Written Consent, enter into the Management Agreement, and thereafter the Borrower shall not, without the 
Funding Lender’s prior Written Consent (which consent shall not be unreasonably withheld, conditioned 
or delayed) and subject to the Regulatory Agreement:  (i) surrender, terminate or cancel the Management 
Agreement or otherwise replace the Manager or enter into any other management agreement; (ii) reduce or 
consent to the reduction of the term of the Management Agreement; (iii) increase or consent to the increase 
of the amount of any charges under the Management Agreement; (iv) otherwise modify, change, 
supplement, alter or amend in any material respect, or waive or release in any material respect any of its 
rights and remedies under, the Management Agreement; or (v) suffer or permit the occurrence and 
continuance of a default beyond any applicable cure period under the Management Agreement (or any 
successor management agreement) if such default permits the Manager to terminate the Management 
Agreement (or such successor management agreement), provided, however, that the Funding Lender’s prior 
Written Consent shall not be required for any extension or renewal of the Management Agreement on the 
same terms and conditions. 
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Section 6.2.  Dissolution.  Dissolve or liquidate, in whole or in part, merge with or consolidate into 
another Person. 

Section 6.3.  Change in Business or Operation of Property.  Enter into any line of business other 
than the ownership and operation of the Project, or make any material change in the scope or nature of its 
business objectives, purposes or operations, or undertake or participate in activities other than the 
continuance of its present business and activities incidental or related thereto or otherwise cease to operate 
the Project as a multi-family property or terminate such business for any reason whatsoever (other than 
temporary cessation in connection with construction or rehabilitation, as appropriate, of the Project). 

Section 6.4.  Debt Cancellation.  Cancel or otherwise forgive or release any claim or debt owed 
to the Borrower by a Person, except for adequate consideration or in the ordinary course of the Borrower’s 
business in its reasonable judgment. 

Section 6.5.  Assets.  Purchase or own any real property or personal property incidental thereto 
other than the Project. 

Section 6.6.  Transfers.  Make, suffer or permit the occurrence of any Transfer other than a transfer 
permitted under the Security Instrument, nor transfer any material License required for the operation of the 
Project. 

Section 6.7.  Debt.  Other than as expressly approved in writing by the Funding Lender, create, 
incur or assume any indebtedness for borrowed money (including subordinate debt) whether unsecured or 
secured by all or any portion of the Project or interest therein or in the Borrower or any partner thereof 
(including subordinate debt) other than (i) the Borrower Payment Obligations, (ii) the Subordinate Debt, 
(iii) secured indebtedness incurred pursuant to or permitted by the Borrower Loan Documents and the 
Funding Loan Documents, (iv) trade payables incurred in the ordinary course of business,  (iv) any deferred 
payment of Developer Fee, (v) guaranty obligations owed to the Borrower pursuant to the Operating 
Agreement or related documents, and (v) unsecured subordinate member loans to the Borrower permitted 
or required under the Operating Agreement. 

Section 6.8.  Assignment of Rights.  Without the Funding Lender’s prior Written Consent, attempt 
to assign the Borrower’s rights or interest under any Borrower Loan Document or Funding Loan Document 
in contravention of any Borrower Loan Document or Funding Loan Document. 

Section 6.9.  Principal Place of Business.  Change its principal place of business without providing 
30 days’ prior Written Notice of the change to the Funding Lender, the Governmental Lender, the Fiscal 
Agent and the Servicer. 

Section 6.10.  Operating Agreement.  Without the Funding Lender’s prior Written Consent 
(which consent shall not be unreasonably withheld, conditioned or delayed) surrender, terminate, cancel, 
modify, change, supplement, alter or amend in any material respect, or waive or release in any material 
respect, any of its rights or remedies under the Operating Agreement; provided, however, the consent of 
Funding Lender is not required for an amendment of the Operating Agreement resulting solely from the 
“Permitted Transfer” of membership interests of Borrower as defined in and permitted by the Security 
Instrument. 

Section 6.11.  ERISA.  Maintain, sponsor, contribute to or become obligated to contribute to, or 
suffer or permit any ERISA Affiliate of the Borrower to, maintain, sponsor, contribute to or become 
obligated to contribute to, any Plan, or permit the assets of the Borrower to become “plan assets,” whether 
by operation of law or under regulations promulgated under ERISA, to the extent applicable. 
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Section 6.12.  No Hedging Arrangements.  Without the prior Written Consent of the Funding 
Lender or unless otherwise required by this Borrower Loan Agreement, the Borrower will not enter into or 
guarantee, provide security for or otherwise undertake any form of contractual obligation with respect to 
any interest rate swap, interest rate cap or other arrangement that has the effect of an interest rate swap or 
interest rate cap or that otherwise (directly or indirectly, derivatively or synthetically) hedges interest rate 
risk associated with being a debtor of variable rate debt or any agreement or other arrangement to enter into 
any of the above on a future date or after the occurrence of one or more events in the future. 

Section 6.13.  Loans and Investments; Distributions; Related Party Payments. 

(a) Without the prior Written Consent of Funding Lender in each instance, Borrower shall not (i) lend 
money, make investments, or extend credit, other than in the ordinary course of its business as presently 
conducted; or (ii) repurchase, redeem or otherwise acquire any interest in Borrower, any Borrower Affiliate or 
any other Person owning an interest, directly or indirectly, in Borrower, or make any distribution, in cash or 
in kind, in respect of interests in Borrower, any Borrower Affiliate or any other Person owning an interest, 
directly or indirectly, in Borrower (except to the extent permitted by Section 5.27 hereof  and subject to the 
limitations set forth in the Security Instrument). 

(b) Disbursements for fees and expenses of any Borrower Affiliate and developer fees (however 
characterized) will only be paid to the extent that such fee or expense bears a proportionate relationship to the 
percentage of completion of the construction or rehabilitation, as the case may be, of the Improvements, as 
determined by the Construction Consultant, and only after deducting the applicable Retainage. Except as 
otherwise permitted by the Funding Lender, no Disbursements for the Developer Fee or any “deferred 
developer fees” shall be made prior to the Conversion Date other than in accordance with the Approved 
Developer Fee Schedule. 

Section 6.14.  Amendment of Related Documents or CC&R’s.  Without the prior Written 
Consent of Funding Lender  (which consent shall not be unreasonably withheld) in each instance, except 
as provided herein or in the Construction Funding Agreement, Borrower shall not enter into or consent to 
any amendment, termination, modification, or other alteration of any of the Related Documents or any of 
the CC&R’s (including, without limitation, those contained in this Borrower Loan Agreement, any 
Architect’s Agreement or Engineer’s Contract, any Construction Contract, and any Management 
Agreement, but excluding the Operating Agreement, which is covered by Section 6.10), or any assignment, 
transfer, pledge or hypothecation of any of its rights thereunder, if any. 

Section 6.15.  Personal Property.  Borrower shall not install materials, personal property, 
equipment or fixtures subject to any security agreement or other agreement or contract wherein the right is 
reserved to any Person other than Borrower to remove or repossess any such materials, equipment or 
fixtures, or whereby title to any of the same is not completely vested in Borrower at the time of installation, 
without Funding Lender’s prior Written Consent; provided, however, that this Section 6.15 shall not apply 
to laundry equipment or other equipment that is owned by a third-party vendor and commercial tenants. 

Section 6.16.  Fiscal Year.  Without Funding Lender’s Written Consent, which shall not be 
unreasonably withheld, neither Borrower nor Managing Member shall change the times of commencement 
or termination of its fiscal year or other accounting periods, or change its methods of accounting, other than 
to conform to GAAP. 

Section 6.17.  Publicity.  Neither Borrower nor Managing Member shall issue any publicity release 
or other communication to any print, broadcast or on-line media, post any sign or in any other way identify 
Funding Lender or any of its affiliates as the source of the financing provided for herein, without the prior 
written approval of Funding Lender in each instance (provided that nothing herein shall prevent Borrower 
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or Managing Member from identifying Funding Lender or its affiliates as the source of such financing to 
the extent that Borrower or Managing Member are required to do so by disclosure requirements applicable 
to publicly held companies).  Borrower and Managing Member agree that no sign shall be posted on the 
Project in connection with the construction or rehabilitation of the Improvements unless such sign identifies 
Citigroup and its affiliates as the source of the financing provided for herein or Funding Lender consents 
to not being identified on any such sign. 

Section 6.18.  Subordinate Loan Documents.  Without Funding Lender’s prior written consent, 
Borrower will not surrender, terminate, cancel, modify, change, supplement, alter, amend, waive, release, 
assign, transfer, pledge or hypothecate any of its rights or remedies under the Subordinate Loan Documents. 

ARTICLE VII 

RESERVED 

ARTICLE VIII 

DEFAULTS 

Section 8.1.  Events of Default.  Each of the following events shall constitute an “Event of Default” 
under this Borrower Loan Agreement: 

(a) failure by the Borrower to pay any Borrower Loan Payment in the manner and on the date such 
payment is due in accordance with the terms and provisions of one or both of the Borrower Notes, or the failure 
by the Borrower to pay any Additional Borrower Payment on the date such payment is due in accordance with 
the terms and provisions of one or both of the Borrower Notes, the Security Instrument, this Borrower Loan 
Agreement or any other Borrower Loan Document; 

(b) failure by or on behalf of the Borrower to pay when due any amount (other than as provided in 
subsection (a) above or elsewhere in this Section 8.1) required to be paid by the Borrower under this Borrower 
Loan Agreement, one or both of the Borrower Notes, the Security Instrument or any of the other Borrower 
Loan Documents or Funding Loan Documents, including a failure to repay any amounts that have been 
previously paid but are recovered, attached or enjoined pursuant to any insolvency, receivership, liquidation 
or similar proceedings, which default remains uncured for a period of five (5) days after Written Notice thereof 
shall have been given to the Borrower; 

(c) an Event of Default, as defined by a Borrower Note, the Security Instrument or any other Borrower 
Loan Document, occurs (or to the extent an “Event of Default” is not defined in any other Borrower Loan 
Document, any default or breach by the Borrower or any Guarantor of its obligations, covenants, 
representations or warranties under such Borrower Loan Document occurs and any applicable notice and/or 
cure period has expired); 

(d) any representation or warranty made by any of the Borrower, the Guarantor or the Managing 
Member in any Borrower Loan Document or Funding Loan Document to which it is a party, or in any report, 
certificate, financial statement or other instrument, agreement or document furnished by the Borrower, the 
Guarantor or the Managing Member in connection with any Borrower Loan Document or Funding Loan 
Document, shall be false or misleading in any material respect as of the Closing Date; 

(e) the Borrower shall make a general assignment for the benefit of creditors, or shall generally not be 
paying its debts as they become due; 
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(f) the Borrower Controlling Entity shall make a general assignment for the benefit of creditors, shall 
generally not be paying its debts as they become due, or an Act of Bankruptcy with respect to the Borrower 
Controlling Entity shall occur, unless in all cases the Borrower Controlling Entity is replaced with a substitute 
Borrower Controlling Entity that satisfies the requirements of Section 21 of the Security Instrument; which, in 
the case of a non-profit Borrower Controlling Entity, may be replaced within sixty (60) days of such event 
with another non-profit Borrower Controlling Entity acceptable to the Funding Lender, in which case no Event 
of Default shall be deemed to have occurred; 

(g) any portion of Borrower Deferred Equity to be made by Equity Investor and required for (i) 
completion of the construction or rehabilitation, as the case may be, of the Improvements, (ii) the satisfaction 
of the Conditions of Conversion or (iii) the operation of the Improvements, is not received in accordance with 
the Operating Agreement after the expiration of all applicable notice and cure periods and is not offset by 
additional funds as provided in the Operating Agreement and as approved by Funding Lender;; 

(h) the failure by Borrower or any ERISA Affiliate of Borrower to comply in all respects with ERISA, 
or the occurrence of any other event (with respect to the failure of Borrower or any ERISA Affiliate to pay 
any amount required to be paid under ERISA or with respect to the termination of, or withdrawal of Borrower 
or any ERISA Affiliate from, any employee benefit or welfare plan subject to ERISA) the effect of which is 
to impose upon Borrower (after giving effect to the tax consequences thereof) for the payment of any amount 
in excess of Fifty Thousand Dollars ($50,000); 

(i) a Bankruptcy Event shall occur with respect to Borrower, any Managing Member or Guarantor, or 
there shall be a change in the assets, liabilities or financial position of any such Person which has a material 
adverse effect upon the ability of such Person to perform such Person’s obligations under this Borrower Loan 
Agreement, any other Borrower Loan Document or any Related Document, provided that any such Bankruptcy 
Event with respect to a Guarantor shall not constitute an Event of Default: (i) if such Bankruptcy Event occurs 
on or after the date upon which the Guaranty terminates in accordance with its terms (or the date upon which 
all of the Guaranties have terminated in accordance with their terms, if more than one Guaranty was executed 
by such Guarantor), or (ii) if such Bankruptcy Event occurs prior to the date upon which the Guaranty 
terminates in accordance with its terms (or the date upon which all of the Guaranties have terminated in 
accordance with their terms, if more than one Guaranty was executed by such Guarantor) and the Borrower 
replaces such Guarantor with a person or entity satisfying the Funding Lender’s mortgage credit standards for 
principals and acceptable to the Funding Lender in its sole and absolute discretion within thirty (30) days after 
notice thereof from the Funding Lender; 

(j) all or any part of the property of Borrower is attached, levied upon or otherwise seized by legal 
process, and such attachment, levy or seizure is not quashed, stayed or released: (i) prior to completion of the 
construction or rehabilitation, as the case may be, of the Improvements, within ten (10) days of the date thereof 
or (ii) after completion of the construction or rehabilitation, as the case may be, of the Improvements, within 
thirty (30) days of the date thereof; 

(k) subject to Section 10.16 hereof, Borrower fails to pay when due any monetary obligation (other 
than pursuant to this Borrower Loan Agreement) to any Person in excess of $100,000, and such failure 
continues beyond the expiration of any applicable cure or grace periods unless Borrower shall be contesting 
the validity of such obligation in good faith by appropriate proceedings and in a manner reasonably acceptable 
to the Funding Lender; 

(l) any material litigation or proceeding is commenced before any Governmental Authority against or 
affecting Borrower, any Managing Member or Guarantor, or property of Borrower, any Managing Member or 
Guarantor, or any part thereof, and such litigation or proceeding is not defended diligently and in good faith 
by Borrower, any Managing Member or Guarantor, as applicable, provided that any such material litigation or 
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proceeding against a Guarantor shall not constitute an Event of Default: (i) if such material litigation is 
commenced on or after the date upon which the Guaranty terminates in accordance with its terms (or the date 
upon which all of the Guaranties have terminated in accordance with their terms, if more than one Guaranty 
was executed by such Guarantor), or (ii) if such material litigation or proceeding is commenced prior to the 
date upon which the Guaranty terminates in accordance with its terms (or the date upon which all of the 
Guaranties have terminated in accordance with their terms, if more than one Guaranty was executed by such 
Guarantor) and the Borrower replaces such Guarantor with a person or entity satisfying the Funding Lender’s 
mortgage credit standards for principals and acceptable to the Funding Lender in its sole and absolute 
discretion within thirty (30) days after notice thereof from the Funding Lender; 

(m) a final un-appealable and uninsured judgment or decree for monetary damages in excess 
of $100,000 or a monetary fine or penalty in excess of $100,000 (not subject to appeal or as to which the time 
for appeal has expired) and that has a material adverse effect on the ability of the Borrower, Managing Member 
or Guarantor to perform its obligations under the Borrower Loan Documents is entered against Borrower, any 
Managing Member or Guarantor by any Governmental Authority, and such judgment, decree, fine or penalty 
is not paid and discharged, bonded over or stayed (i) prior to completion of the construction or rehabilitation, 
as the case may be, of the Improvements, within ten (10) days after entry thereof or (ii) after completion of the 
construction or rehabilitation, as the case may be, of the Improvements, within thirty (30) days after entry 
thereof (or such longer period as may be permitted for payment by the terms of such judgment, fine or penalty) 
, provided that any such judgment, decree, fine or penalty against a Guarantor shall not constitute an Event of 
Default: (i) if such judgment, decree, fine or penalty is entered on or after the date upon which the Guaranty 
terminates in accordance with its terms (or the date upon which all of the Guaranties have terminated in 
accordance with their terms, if more than one Guaranty was executed by such Guarantor), or (ii) if such 
judgment, decree, fine or penalty is entered prior to the date upon which the Guaranty terminates in accordance 
with its terms (or the date upon which all of the Guaranties have terminated in accordance with their terms, if 
more than one Guaranty was executed by such Guarantor) and the Borrower replaces such Guarantor with a 
person or entity satisfying the Funding Lender’s mortgage credit standards for principals and acceptable to the 
Funding Lender in its sole and absolute discretion within thirty (30) days after notice thereof from the Funding 
Lender; 

(n) a final, un-appealable and uninsured money judgment or judgments, in favor of any Person other 
than a Governmental Authority, in the aggregate sum of $10,000 or more and that has a material adverse effect 
on the ability of the Borrower, Managing Member or Guarantor to perform its obligations under the Borrower 
Loan Documents shall be rendered against Borrower, any Managing Member or Guarantor, or against any of 
their respective assets, that is not paid, superseded or stayed (i) prior to completion of the construction or 
rehabilitation, as the case may be, of the Improvements, within ten (10) days after entry thereof or (ii) after 
completion of the construction or rehabilitation, as the case may be, of the Improvements, within thirty (30) 
days after entry thereof (or such longer period as may be permitted for payment by the terms of such judgment); 
or any levy of execution, writ or warrant of attachment, or similar process, is entered or filed against Borrower, 
any Managing Member or Guarantor, or against any of their respective assets (that is likely to have a material 
adverse effect upon the ability of Borrower, any Managing Member or Guarantor to perform their respective 
obligations under this Borrower Loan Agreement, any other Borrower Loan Document or any Related 
Document), and such judgment, writ, warrant or process shall remain unsatisfied, unsettled, unvacated, 
unhanded and unstayed (i) prior to completion of the construction or rehabilitation, as the case may be, of the 
Improvements, for a period of ten (10) days or (ii) after completion of the construction or rehabilitation, as the 
case may be, of the Improvements, for a period of thirty (30) days, or in any event later than five (5) Business 
Days prior to the date of any proposed sale thereunder, provided that any such judgment, levy, writ, warrant, 
attachment or similar process against a Guarantor shall not constitute an Event of Default: (i) if such judgment, 
levy, writ, warrant, attachment or similar process is entered on or after the date upon which the Guaranty 
terminates in accordance with its terms (or the date upon which all of the Guaranties have terminated in 
accordance with their terms, if more than one Guaranty was executed by such Guarantor), or (ii) if such 
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judgment, levy, writ, warrant, attachment or similar process is entered prior to the date upon which the 
Guaranty terminates in accordance with its terms (or the date upon which all of the Guaranties have terminated 
in accordance with their terms, if more than one Guaranty was executed by such Guarantor) and the Borrower 
replaces such Guarantor with a person or entity satisfying the Funding Lender’s mortgage credit standards for 
principals and acceptable to the Funding Lender in its sole and absolute discretion within thirty (30) days after 
notice thereof from the Funding Lender; 

(o) the inability of Borrower to satisfy any condition for the receipt of a Disbursement hereunder (other 
than an Event of Default specifically addressed in this Section 8.1) and failure to resolve the situation to the 
satisfaction of Funding Lender for a period in excess of thirty (30) days after Written Notice from Funding 
Lender , subject to Force Majeure; 

(p) the construction or rehabilitation of the Improvements is abandoned or halted prior to completion 
for any period of thirty (30) consecutive days, subject to Force Majeure; 

(q) Borrower shall fail to keep in force and effect any material permit, license, consent or approval 
required under this Borrower Loan Agreement, or any Governmental Authority with jurisdiction over the 
Mortgaged Property or the Project orders or requires that construction or rehabilitation of the Improvements 
be stopped, in whole or in part, or that any required approval, license or permit be withdrawn or suspended, 
and the order, requirement, withdrawal or suspension remains in effect for a period of thirty (30) days, subject 
to Force Majeure; 

(r) failure by the Borrower to Substantially Complete the construction or rehabilitation, as the case 
may be, of the Improvements in accordance with this Borrower Loan Agreement on or prior to the Substantial 
Completion Date, subject to Force Majeure; 

(s) failure by Borrower to complete the construction or rehabilitation, as the case may be, of the 
Improvements in accordance with this Borrower Loan Agreement on or prior to the Completion Date, subject 
to Force Majeure; 

(t) failure by Borrower to satisfy the Conditions to Conversion on or before the Outside Conversion 
Date; or 

(u) failure by any Subordinate Lender to disburse the proceeds of its Subordinate Loan in 
approximately such amounts and at approximately such times as set forth in the Cost Breakdown and in the 
Subordinate Loan Documents; 

(v)  an “Event of Default” or “Default” (as defined in the applicable agreement) shall occur under any 
of the Subordinate Loan Documents, after the expiration of all applicable notice and cure periods; or 

(w) any failure by the Borrower to perform or comply with any of its obligations under this 
Borrower Loan Agreement (other than those specified in this Section 8.1), as and when required, which 
continues for a period of thirty (30) days after written notice of such failure by Funding Lender or the Servicer 
on its behalf to the Borrower; provided, however, if such failure is susceptible of cure but cannot reasonably 
be cured within such thirty (30) day period, and the Borrower shall have commenced to cure such failure within 
such thirty (30) day period and thereafter diligently and expeditiously proceeds to cure the same, such thirty 
(30) day period shall be extended for an additional period of time as is reasonably necessary for the Borrower 
in the exercise of due diligence to cure such failure, such additional period not to exceed ninety (90) days.  
However, no such notice or grace period shall apply to the extent such failure could, in the Funding Lender’s 
judgment, absent immediate exercise by the Funding Lender of a right or remedy under this Borrower Loan 
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Agreement, result in harm to the Funding Lender, impairment of the Borrower Notes or this Borrower Loan 
Agreement or any security given under any other Borrower Loan Document. 

Section 8.2.  Remedies. 

Section 8.2.1  Acceleration.  Upon the occurrence of an Event of Default (other than an Event of 
Default described in paragraph (e), (f) or (i) of Section 8.1 ) and at any time and from time to time thereafter, 
as long as such Event of Default continues to exist, in addition to any other rights or remedies available to 
the Governmental Lender pursuant to the Borrower Loan Documents or at law or in equity, the Funding 
Lender may, take such action, without notice or demand, as the Funding Lender deems advisable to protect 
and enforce its rights against the Borrower and in and to the Project, including declaring the Borrower 
Payment Obligations to be immediately due and payable (including, without limitation, the principal of, 
Prepayment Premium, if any, and interest on and all other amounts due on the Borrower Notes to be 
immediately due and payable), without notice or demand, and apply such payment of the Borrower Payment 
Obligations in any manner and in any order determined by Funding Lender, in Funding Lender’s sole and 
absolute discretion; and upon any Event of Default described in paragraph (e), (f) or (i) of Section 8.1, the 
Borrower Payment Obligations shall become immediately due and payable, without notice or demand, and 
the Borrower hereby expressly waives any such notice or demand, anything contained in any Borrower 
Loan Document to the contrary notwithstanding.  Notwithstanding anything herein to the contrary, 
enforcement of remedies hereunder and under the Funding Loan Agreement shall be controlled by the 
Funding Lender. 

Section 8.2.2  Remedies Cumulative.  Upon the occurrence of an Event of Default, all or any one 
or more of the rights, powers, privileges and other remedies available to the Funding Lender against the 
Borrower under the Borrower Loan Documents or at law or in equity may be exercised by the Funding 
Lender, at any time and from time to time, whether or not all or any of the Borrower Payment Obligations 
shall be declared due and payable, and whether or not the Funding Lender shall have commenced any 
foreclosure proceeding or other action for the enforcement of its rights and remedies under any of the 
Borrower Loan Documents.  Any such actions taken by the Funding Lender shall be cumulative and 
concurrent and may be pursued independently, singly, successively, together or otherwise, at such time and 
in such order as the Funding Lender may determine in its sole discretion, to the fullest extent permitted by 
law, without impairing or otherwise affecting the other rights and remedies of the Funding Lender permitted 
by law, equity or contract or as set forth in the Borrower Loan Documents.  Without limiting the generality 
of the foregoing, the Borrower agrees that if an Event of Default is continuing, all Liens and other rights, 
remedies or privileges provided to the Funding Lender shall remain in full force and effect until it has 
exhausted all of its remedies, the Security Instrument has been foreclosed, the Project has been sold and/or 
otherwise realized upon satisfaction of the Borrower Payment Obligations or the Borrower Payment 
Obligations have been paid in full.  To the extent permitted by applicable law, nothing contained in any 
Borrower Loan Document shall be construed as requiring the Funding Lender to resort to any portion of 
the Project for the satisfaction of any of the Borrower Payment Obligations in preference or priority to any 
other portion, and the Funding Lender may seek satisfaction out of the entire Project or any part thereof, in 
its absolute discretion. 

All notices of default or otherwise to be given by the Funding Lender or the Governmental Lender 
to the Borrower under this Article VIII shall be simultaneously given to the Equity Investor.  
Notwithstanding any provision herein to the contrary, the Governmental Lender and the Funding Lender 
agree that any cure of any default made or tendered by the Equity Investor shall be deemed to be a cure by 
the Borrower and shall be accepted or rejected on the same basis as if made or tendered by the Borrower. 
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Section 8.2.3  Delay.  No delay or omission to exercise any remedy, right, power accruing upon an 
Event of Default, or the granting of any indulgence or compromise by the Funding Lender shall impair any 
such remedy, right or power hereunder or be construed as a waiver thereof, but any such remedy, right or 
power may be exercised from time to time and as often as may be deemed expedient.  A waiver of one 
Potential Default or Event of Default shall not be construed to be a waiver of any subsequent Potential 
Default or Event of Default or to impair any remedy, right or power consequent thereon.  Notwithstanding 
any other provision of this Borrower Loan Agreement, the Funding Lender reserves the right to seek a 
deficiency judgment or preserve a deficiency claim, in connection with the foreclosure of the Security 
Instrument to the extent necessary to foreclose on the Project, the Rents, the funds or any other collateral. 

Section 8.2.4  Set Off; Waiver of Set Off.  Upon the occurrence of an Event of Default, Funding 
Lender may, at any time and from time to time, without notice to Borrower or any other Person (any such 
notice being expressly waived), set off and appropriate and apply (against and on account of any obligations 
and liabilities of Borrower to Funding Lender arising under or connected with this Borrower Loan 
Agreement and the other Borrower Loan Documents and the Funding Loan Documents, irrespective of 
whether or not Funding Lender shall have made any demand therefor, and although such obligations and 
liabilities may be contingent or unmatured), and Borrower hereby grants to Funding Lender, as security for 
the Borrower Payment Obligations, a security interest in, any and all deposits (general or special, including 
but not limited to Debt evidenced by certificates of deposit, whether matured or unmatured, but not 
including trust accounts) and any other Debt at any time held or owing by Funding Lender to or for the 
credit or the account of Borrower. 

Section 8.2.5  Assumption of Obligations.  In the event that the Funding Lender or its assignee or 
designee shall become the legal or beneficial owner of the Project by foreclosure or deed in lieu of 
foreclosure, such party shall succeed to the rights and the obligations of the Borrower under this Borrower 
Loan Agreement, the Borrower Notes, the Regulatory Agreement, and any other Borrower Loan 
Documents and Funding Loan Documents to which the Borrower is a party.  Such assumption shall be 
effective from and after the effective date of such acquisition and shall be made with the benefit of the 
limitations of liability set forth therein and without any liability for the prior acts of the Borrower. 

Section 8.2.6  Accounts Receivable.  Upon the occurrence of an Event of Default, Funding Lender 
shall have the right, to the extent permitted by law, to impound and take possession of books, records, notes 
and other documents evidencing Borrower’s accounts, accounts receivable and other claims for payment 
of money, arising in connection with the Project, and to make direct collections on such accounts, accounts 
receivable and claims for the benefit of Funding Lender. 

Section 8.2.7  Defaults under Other Documents.  Funding Lender shall have the right to cure any 
default under any of the Related Documents and the Subordinate Loan Documents, but shall have no 
obligation to do so. 

Section 8.2.8  Abatement of Disbursements.  Notwithstanding any provision to the contrary 
herein or any of the other Borrower Loan Documents or the Funding Loan Documents, Funding Lender’s 
obligation to make further Disbursements shall abate (i) during the continuance of any Potential Default, 
(ii) after any disclosure to Funding Lender of any fact or circumstance that, absent such disclosure, would 
cause any representation or warranty of Borrower to fail to be true and correct in all material respects, 
unless and until Funding Lender elects to permit further Disbursements notwithstanding such event or 
circumstance; and (iii) upon the occurrence of any Event of Default. 

Section 8.2.9  Completion of Improvements.  Upon the occurrence of any Event of Default, 
Funding Lender shall have the right to cause an independent contractor selected by Funding Lender to enter 
into possession of the Project and to perform any and all work and labor necessary for the completion of 
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the Project substantially in accordance with the Plans and Specifications, if any, and to perform Borrower’s 
obligations under this Borrower Loan Agreement.  All sums expended by Funding Lender for such purposes 
shall be deemed to have been disbursed to and borrowed by Borrower and shall be secured by the Security 
Documents. 

Section 8.2.10  Right to Directly Enforce.  Notwithstanding any other provision hereof to the 
contrary, the Funding Lender shall have the right to directly enforce all rights and remedies hereunder with 
or without involvement of the Governmental Lender, provided that only the Governmental Lender may 
enforce the Unassigned Rights.  In the event that any of the provisions set forth in this Section 8.2.10 are 
inconsistent with the covenants, terms and conditions of the Security Instrument, the covenants, terms and 
conditions of the Security Instrument shall prevail. 

Section 8.2.11  Power of Attorney.  Effective upon the occurrence of an Event of Default, and 
continuing until and unless such Event of Default is cured or waived, Borrower hereby constitutes and 
appoints Funding Lender, or an independent contractor selected by Funding Lender, as its true and lawful 
attorney-in-fact with full power of substitution, for the purposes of completion of the Project and 
performance of Borrower’s obligations under this Borrower Loan Agreement in the name of Borrower, and 
hereby empowers said attorney-in-fact to do any or all of the following upon the occurrence and 
continuation of an Event of Default (it being understood and agreed that said power of attorney shall be 
deemed to be a power coupled with an interest which cannot be revoked until full payment and performance 
of all obligations under this Borrower Loan Agreement and the other Borrower Loan Documents and the 
Funding Loan Documents): 

(a) to use any of the funds of Borrower or Managing Member, including any balance of the Borrower 
Loan, as applicable, and any funds which may be held by Funding Lender for Borrower (including all funds 
in all deposit accounts in which Borrower has granted to Funding Lender a security interest), for the purpose 
of effecting completion of the construction or rehabilitation, as the case may be, of the Improvements, in the 
manner called for by the Plans and Specifications; 

(b) to make such additions, changes and corrections in the Plans and Specifications as shall be 
necessary or desirable to complete the Project in substantially the manner contemplated by the Plans and 
Specifications; 

(c) to employ any contractors, subcontractors, agents, architects and inspectors required for said 
purposes; 

(d) to employ attorneys to defend against attempts to interfere with the exercise of power granted 
hereby; 

(e) to pay, settle or compromise all existing bills and claims which are or may be liens against the 
Project or the Improvements, or may be necessary or desirable for the completion of the construction or 
rehabilitation, as the case may be, of the Improvements, or clearance of objections to or encumbrances on title; 

(f) to execute all applications and certificates in the name of Borrower, which may be required by any 
other construction contract; 

(g) to prosecute and defend all actions or proceedings in connection with the Project and to take such 
action, require such performance and do any and every other act as is deemed necessary with respect to the 
completion of the construction or rehabilitation, as the case may be, of the Improvements, which Borrower 
might do on its own behalf; 
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(h) to let new or additional contracts to the extent not prohibited by their existing contracts; 

(i) to employ watchmen and erect security fences to protect the Project from injury; and 

(j) to take such action and require such performance as it deems necessary under any of the bonds or 
insurance policies to be furnished hereunder, to make settlements and compromises with the sureties or insurers 
thereunder, and in connection therewith to execute instruments of release and satisfaction. 

It is the intention of the parties hereto that upon the occurrence and continuance of an Event of 
Default, rights and remedies may be pursued pursuant to the terms of the Borrower Loan Documents and 
the Funding Loan Documents.  The parties hereto acknowledge that, among the possible outcomes to the 
pursuit of such remedies, is the situation where the Funding Lender assignees or designees become the 
owner of the Project and assume the obligations identified above, and the Borrower Notes, the Borrower 
Loan and the other Borrower Loan Documents and Funding Loan Documents remain outstanding. 

ARTICLE IX 

SPECIAL PROVISIONS 

Section 9.1.  Sale of Note and Secondary Market Transaction. 

Section 9.1.1  Cooperation.  Subject to the restrictions of Section 2.4 of the Funding Loan 
Agreement, at the Funding Lender’s or the Servicer’s request (to the extent not already required to be 
provided by the Borrower under this Borrower Loan Agreement), the Borrower shall use reasonable efforts 
to satisfy the market standards to which the Funding Lender or the Servicer customarily adheres or which 
may be reasonably required in the marketplace or by the Funding Lender or the Servicer in connection with 
one or more sales or assignments of all or a portion of the Governmental Lender Notes and the Funding 
Loan or participations therein or securitizations of single or multi-class securities (the “Securities”) secured 
by or evidencing ownership interests in all or a portion of the Governmental Lender Notes and the Funding 
Loan (each such sale, assignment and/or securitization, a “Secondary Market Transaction”); provided that 
the Borrower shall not incur any third party or other out-of-pocket costs and expenses in connection with a 
Secondary Market Transaction, including the costs associated with the delivery of any Provided 
Information or any opinion required in connection therewith, and all such costs shall be paid by the Funding 
Lender or the Servicer, and shall not materially modify Borrower’s rights or obligations.  Without limiting 
the generality of the foregoing, the Borrower shall, so long as the Borrower Loan is still outstanding: 

(a) (i) provide such financial and other information with respect to the Borrower Loan, and with respect 
to the Project, the Borrower, the Manager, the contractor of the Project or the Borrower Controlling Entity, (ii) 
provide financial statements, audited, if available, relating to the Project with customary disclaimers for any 
forward  looking statements or lack of audit, and (iii), at the expense of the Funding Lender or the Servicer, 
perform or permit or cause to be performed or permitted such site inspection, appraisals, surveys, market 
studies, environmental reviews and reports (Phase I’s and, if appropriate, Phase II’s), engineering reports and 
other due diligence investigations of the Project, as may be reasonably requested from time to time by the 
Funding Lender or the Servicer or the Rating Agencies or as may be necessary or appropriate in connection 
with a Secondary Market Transaction or Exchange Act requirements (the items provided to the Funding Lender 
or the Servicer pursuant to this paragraph (a) being called the “Provided Information”), together, if customary, 
with appropriate verification of and/or consents (including, without limitation, auditor consents) to include or 
incorporate by reference the Provided Information in an offering document or otherwise provide the Provided 
Information to investors and potential investors or opinions of counsel of independent attorneys acceptable to 
the Funding Lender or the Servicer and the Rating Agencies; 
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(b) make such representations and warranties as of the closing date of any Secondary Market 
Transaction with respect to the Project, the Borrower, the Borrower Loan Documents and the Funding Loan 
Documents reasonably acceptable to the Funding Lender or the Servicer, consistent with the facts covered by 
such representations and warranties as they exist on the date thereof; and 

(c) execute such amendments to the Borrower Loan Documents and the Funding Loan Documents to 
accommodate such Secondary Market Transaction so long as such amendment does not affect the material 
economic terms of the Borrower Loan Documents and the Funding Loan Documents and is not otherwise 
adverse to the Borrower or any member of the Borrower in its reasonable discretion. 

Section 9.1.2  Use of Information.  The Borrower understands that certain of the Provided 
Information and the required records may be included in disclosure documents in connection with a 
Secondary Market Transaction, including a prospectus or private placement memorandum (each, a 
“Secondary Market Disclosure Document”), or provided or made available to investors or prospective 
investors in the Securities, the Rating Agencies and service providers or other parties relating to the 
Secondary Market Transaction.  In the event that the Secondary Market Disclosure Document is required 
to be revised, the Borrower shall cooperate, subject to Section 9.1.1(c) hereof, with the Funding Lender and 
the Servicer in updating the Provided Information or required records for inclusion or summary in the 
Secondary Market Disclosure Document or for other use reasonably required in connection with a 
Secondary Market Transaction by providing all current information pertaining to the Borrower and the 
Project necessary to keep the Secondary Market Disclosure Document accurate and complete in all material 
respects with respect to such matters.  The Borrower hereby consents to any and all such disclosures of 
such information. 

Section 9.1.3  Borrower Obligations Regarding Secondary Market Disclosure Documents.  In 
connection with a Secondary Market Disclosure Document, the Borrower shall provide, or in the case of a 
Borrower-engaged third party such as the Manager, cause it to provide, information reasonably requested 
by the Funding Lender pertaining to the Borrower, the Project or such third party (and portions of any other 
sections reasonably requested by the Funding Lender pertaining to the Borrower, the Project or the third 
party).  The Borrower shall, if requested by the Funding Lender and the Servicer, certify in writing that the 
Borrower has carefully examined those portions of such Secondary Market Disclosure Document, 
pertaining to the Borrower, the Project or the Manager, and such portions (and portions of any other sections 
reasonably requested and pertaining to the Borrower, the Project or the Manager) do not contain any untrue 
statement of a material fact or omit to state a material fact necessary in order to make the statements made, 
in the light of the circumstances under which they were made, not misleading; provided that the Borrower 
shall not be required to make any representations or warranties regarding any Provided Information 
obtained from a third party except with respect to information it provided to such parties.  Furthermore, the 
Borrower hereby indemnifies the Funding Lender, the Governmental Lender and the Servicer for any 
Liabilities to which any such parties may become subject to the extent such Liabilities arise out of or are 
based upon the use of the Provided Information in a Secondary Market Disclosure Document, unless caused 
by the gross negligence or willful misconduct of such party seeking indemnification. 

Section 9.1.4  Borrower Indemnity Regarding Filings.  In connection with filings under the 
Exchange Act or the Securities Act, the Borrower shall (i) indemnify Funding Lender, the Governmental 
Lender and the underwriter group for any securities (the “Underwriter Group”) for any Liabilities to which 
Funding Lender, the Servicer, the Governmental Lender or the Underwriter Group may become subject 
insofar as the Liabilities arise out of or are based upon the omission or alleged omission to state in the 
Provided Information of a material fact required to be stated in the Provided Information in order to make 
the statements in the Provided Information, in the light of the circumstances under which they were made 
not misleading and (ii) reimburse the Funding Lender, the Servicer, the Governmental Lender, the 
Underwriter Group and other indemnified parties listed above for any legal or other expenses reasonably 
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incurred by the Funding Lender, the Servicer, the Governmental Lender or the Underwriter Group in 
connection with defending or investigating the Liabilities; provided that the Borrower shall not provide any 
indemnification regarding any Provided Information obtained from unrelated third parties except with 
respect to information it provided to such parties. 

Section 9.1.5  Indemnification Procedure.  Promptly after receipt by an indemnified party under 
Sections 9.1.3 and 9.1.4 hereof of notice of the commencement of any action for which a claim for 
indemnification is to be made against the Borrower, such indemnified party shall notify the Borrower in 
writing of such commencement, but the omission to so notify the Borrower will not relieve the Borrower 
from any liability that it may have to any indemnified party hereunder except to the extent that failure to 
notify causes prejudice to the Borrower.  In the event that any action is brought against any indemnified 
party, and it notifies the Borrower of the commencement thereof, the Borrower will be entitled, jointly with 
any other indemnifying party, to participate therein and, to the extent that it (or they) may elect by Written 
Notice delivered to the indemnified party promptly after receiving the aforesaid notice of commencement, 
to assume the defense thereof with counsel selected by the Borrower and reasonably satisfactory to such 
indemnified party in its sole discretion.  After notice from the Borrower to such indemnified party under 
this Section 9.1.5, the Borrower shall not be responsible for any legal or other expenses subsequently 
incurred by such indemnified party in connection with the defense thereof other than costs of investigation.  
No indemnified party shall settle or compromise any claim for which the Borrower may be liable hereunder 
without the prior Written Consent of the Borrower. 

Section 9.1.6  Contribution.  In order to provide for just and equitable contribution in 
circumstances in which the indemnity agreement provided for in Section 9.1.4 hereof is for any reason held 
to be unenforceable by an indemnified party in respect of any Liabilities (or action in respect thereof) 
referred to therein which would otherwise be indemnifiable under Section 9.1.4 hereof, the Borrower shall 
contribute to the amount paid or payable by the indemnified party as a result of such Liabilities (or action 
in respect thereof); provided, however, that no Person guilty of fraudulent misrepresentation (within the 
meaning of Section 10(f) of the Securities Act) shall be entitled to contribution from any Person not guilty 
of such fraudulent misrepresentation.  In determining the amount of contribution to which the respective 
parties are entitled, the following factors shall be considered:  (i) the indemnified parties and the Borrower’s 
relative knowledge and access to information concerning the matter with respect to which the claim was 
asserted; (ii) the opportunity to correct and prevent any statement or omission; and (iii) any other equitable 
considerations appropriate in the circumstances.  The parties hereto hereby agree that it may not be equitable 
if the amount of such contribution were determined by pro rata or per capita allocation. 

ARTICLE X 

MISCELLANEOUS 

Section 10.1.  Notices.  All notices, consents, approvals and requests required or permitted 
hereunder or under any other Borrower Loan Document or Funding Loan Document (a “notice”) shall be 
deemed to be given and made when delivered by hand, by recognized overnight delivery service, confirmed 
facsimile transmission (provided any telecopy or other electronic transmission received by any party after 
4:00 p.m., local time, as evidenced by the time shown on such transmission, shall be deemed to have been 
received the following Business Day), or five (5) calendar days after deposited in the United States mail, 
registered or certified, postage prepaid, with return receipt requested, addressed as provided in Section 11.1 
of the Funding Loan Agreement.  

Section 10.2.   Brokers and Financial Advisors.  The Borrower hereby represents that it has dealt 
with no financial advisors, brokers, underwriters, placement agents, agents or finders in connection with 
the Borrower Loan, other than those disclosed to the Funding Lender and whose fees shall be paid by the 
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Borrower pursuant to separate agreements.  The Borrower and the Funding Lender shall indemnify and 
hold the other harmless from and against any and all claims, liabilities, costs and expenses of any kind in 
any way relating to or arising from a claim by any Person that such Person acted on behalf of the 
indemnifying party in connection with the transactions contemplated herein.  The provisions of this Section 
10.2 shall survive the expiration and termination of this Borrower Loan Agreement and the repayment of 
the Borrower Payment Obligations. 

Section 10.3.  Survival.  This Borrower Loan Agreement and all covenants, agreements, 
representations and warranties made herein and in the certificates delivered pursuant hereto shall survive 
the making by the Governmental Lender of the Borrower Loan and the execution and delivery to the 
Governmental Lender of the Borrower Note and the assignment of the Borrower Note to the Funding 
Lender, and shall continue in full force and effect so long as all or any of the Borrower Payment Obligations 
is unpaid.  All the Borrower’s covenants and agreements in this Borrower Loan Agreement shall inure to 
the benefit of the respective legal representatives, successors and assigns of the Governmental Lender, the 
Funding Lender and the Servicer. 

Section 10.4.  Preferences.  To the extent the Borrower makes a payment to the Governmental 
Lender, the Fiscal Agent or the Servicer, or the Governmental Lender, the Fiscal Agent or the Servicer 
receives proceeds of any collateral, which is in whole or part subsequently invalidated, declared to be 
fraudulent or preferential, set aside or required to be repaid to a trustee, receiver or any other party under 
any bankruptcy law, state or federal law, common law or equitable cause, then, to the extent of such 
payment or proceeds received, the Borrower Payment Obligations or part thereof intended to be satisfied 
shall be revived and continue in full force and effect, as if such payment or proceeds had not been received 
by the Governmental Lender or the Servicer. In furtherance of the preceding sentence, the Governmental 
Lender shall have the continuing and exclusive right to apply or reverse and reapply any and all payments 
by the Borrower to any portion of the Borrower Payment Obligations. 

Section 10.5.  Waiver of Notice.  The Borrower shall not be entitled to any notices of any nature 
whatsoever from the Funding Lender, the Fiscal Agent or the Servicer except with respect to matters for 
which this Borrower Loan Agreement or any other Borrower Loan Document specifically and expressly 
provides for the giving of notice by the Funding Lender, the Fiscal Agent or the Servicer, as the case may 
be, to the Borrower and except with respect to matters for which the Borrower is not, pursuant to applicable 
Legal Requirements, permitted to waive the giving of notice.  The Borrower hereby expressly waives the 
right to receive any notice from the Funding Lender, the Fiscal Agent or the Servicer, as the case may be, 
with respect to any matter for which no Borrower Loan Document specifically and expressly provides for 
the giving of notice by the Funding Lender, the Fiscal Agent or the Servicer to the Borrower. 

Section 10.6.  Offsets, Counterclaims and Defenses.  The Borrower hereby waives the right to 
assert a counterclaim, other than a compulsory counterclaim, in any action or proceeding brought against it 
by the Funding Lender, the Fiscal Agent or the Servicer with respect to a Borrower Loan Payment.  Any 
assignee of Funding Lender’s or Fiscal Agent’s interest in and to the Borrower Loan Documents or the 
Funding Loan Documents shall take the same free and clear of all offsets, counterclaims or defenses that 
are unrelated to the Borrower Loan Documents or the Funding Loan Documents which the Borrower may 
otherwise have against any assignor of such documents, and no such unrelated offset, counterclaim or 
defense shall be interposed or asserted by the Borrower in any action or proceeding brought by any such 
assignee upon such documents, and any such right to interpose or assert any such unrelated offset, 
counterclaim or defense in any such action or proceeding is hereby expressly waived by the Borrower. 

Section 10.7.  Publicity.  The Funding Lender and the Servicer (and any affiliates of either party) 
shall have the right to issue press releases, advertisements and other promotional materials describing the 
Funding Lender’s or the Servicer’s participation in the making of the Borrower Loan or the Borrower 
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Loan’s inclusion in any Secondary Market Transaction effectuated by the Funding Lender or the Servicer 
or one of its or their affiliates.  All news releases, publicity or advertising by the Borrower or Borrower 
Affiliates through any media intended to reach the general public, which refers to the Borrower Loan 
Documents or the Funding Loan Documents, the Borrower Loan, the Funding Lender or the Servicer in a 
Secondary Market Transaction, shall be subject to the prior Written Consent of the Funding Lender or the 
Servicer, as applicable. 

Section 10.8.  Construction of Documents.  The parties hereto acknowledge that they were 
represented by counsel in connection with the negotiation and drafting of the Borrower Loan Documents 
and the Funding Loan Documents and that the Borrower Loan Documents and the Funding Loan 
Documents shall not be subject to the principle of construing their meaning against the party that drafted 
them. 

Section 10.9.  No Third Party Beneficiaries.  The Borrower Loan Documents and the Funding 
Loan Documents are solely for the benefit of the Governmental Lender, the Funding Lender, the Fiscal 
Agent, the Servicer and the Borrower and, with respect to Sections 9.1.3 and 9.1.4 hereof, the Underwriter 
Group, and nothing contained in any Borrower Loan Document shall be deemed to confer upon anyone 
other than the Governmental Lender, the Fiscal Agent, the Funding Lender, the Servicer, and the Borrower 
any right to insist upon or to enforce the performance or observance of any of the obligations contained 
therein. 

Section 10.10.  Assignment.  The Borrower Loan, the Security Instrument, the Borrower Loan 
Documents and the Funding Loan Documents and all Funding Lender’s rights, title, obligations and 
interests therein may be assigned by the Funding Lender, at any time in its sole discretion, whether by 
operation of law (pursuant to a merger or other successor in interest) or otherwise.  Upon such assignment, 
all references to Funding Lender in this Borrower Loan Agreement and in any Borrower Loan Document 
shall be deemed to refer to such assignee or successor in interest and such assignee or successor in interest 
shall thereafter stand in the place of the Funding Lender.  Borrower shall accord full recognition to any 
such assignment, and all rights and remedies of Funding Lender in connection with the interest so assigned 
shall be as fully enforceable by such assignee as they were by Funding Lender before such assignment.  In 
connection with any proposed assignment, Funding Lender may disclose to the proposed assignee any 
information that Borrower has delivered, or caused to be delivered, to Funding Lender with reference to 
Borrower, Managing Member, Guarantor or any Borrower Affiliate, or the Project, including information 
that Borrower is required to deliver to Funding Lender pursuant to this Borrower Loan Agreement, provided 
that such proposed assignee agrees to treat such information as confidential.  `The Borrower may not assign 
its rights, interests or obligations under this Borrower Loan Agreement or under any of the Borrower Loan 
Documents or Funding Loan Documents, or Borrower’s interest in any moneys to be disbursed or advanced 
hereunder, except only as may be expressly permitted hereby.   

Section 10.11.  [Intentionally Omitted]. 

Section 10.12.  Governmental Lender, Funding Lender and Servicer Not in Control; No 
Partnership.  None of the covenants or other provisions contained in this Borrower Loan Agreement shall, 
or shall be deemed to, give the Governmental Lender, the Fiscal Agent, the Funding Lender or the Servicer 
the right or power to exercise control over the affairs or management of the Borrower, the power of the 
Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer being limited to the rights to 
exercise the remedies referred to in the Borrower Loan Documents and the Funding Loan Documents.  The 
relationship between the Borrower and the Governmental Lender, the Fiscal Agent, the Funding Lender 
and the Servicer is, and at all times shall remain, solely that of debtor and creditor.  No covenant or provision 
of the Borrower Loan Documents or the Funding Loan Documents is intended, nor shall it be deemed or 
construed, to create a partnership, joint venture, agency or common interest in profits or income between 

Page 166 of 373



 

Borrower Loan Agreement 66 LEE Center Project 

the Borrower and the Governmental Lender, the Fiscal Agent, the Funding Lender or the Servicer or to 
create an equity interest in the Project in the Governmental Lender, the Fiscal Agent, the Funding Lender 
or the Servicer.  Neither the Governmental Lender, the Fiscal Agent, the Funding Lender nor the Servicer 
undertakes or assumes any responsibility or duty to the Borrower or to any other person with respect to the 
Project or the Borrower Loan, except as expressly provided in the Borrower Loan Documents or the 
Funding Loan Documents; and notwithstanding any other provision of the Borrower Loan Documents and 
the Funding Loan Documents:  (1) the Governmental Lender, the Fiscal Agent, the Funding Lender and the 
Servicer are not, and shall not be construed as, a partner, joint venturer, alter ego, manager, controlling 
person or other business associate or participant of any kind of the Borrower or its stockholders, members, 
or partners and the Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer do not 
intend to ever assume such status; (2) the Governmental Lender, the Fiscal Agent, the Funding Lender and 
the Servicer shall in no event be liable for any the Borrower Payment Obligations, expenses or losses 
incurred or sustained by the Borrower; and (3) the Governmental Lender, the Fiscal Agent, the Funding 
Lender and the Servicer shall not be deemed responsible for or a participant in any acts, omissions or 
decisions of the Borrower, the Borrower Controlling Entities or its stockholders, members, or partners.  The 
Governmental Lender, the Fiscal Agent, the Funding Lender, the Servicer and the Borrower disclaim any 
intention to create any partnership, joint venture, agency or common interest in profits or income between 
the Governmental Lender, the Fiscal Agent, the Funding Lender, the Servicer and the Borrower, or to create 
an equity interest in the Project in the Funding Lender, Governmental Lender, Fiscal Agent, or the Servicer, 
or any sharing of liabilities, losses, costs or expenses. 

Section 10.13.  Release.  The Borrower hereby acknowledges that it is executing this Borrower 
Loan Agreement and each of the Borrower Loan Documents and the Funding Loan Documents to which it 
is a party as its own voluntary act free from duress and undue influence. 

Section 10.14.  Term of Borrower Loan Agreement.  This Borrower Loan Agreement shall be 
in full force and effect until all payment obligations of the Borrower hereunder have been paid in full and 
the Borrower Loan and the Funding Loan have been retired or the payment thereof has been provided for; 
except that on and after payment in full of both Borrower Notes, this Borrower Loan Agreement shall be 
terminated, without further action by the parties hereto; provided, however, that the obligations of the 
Borrower under Sections 5.11 (Governmental Lender’s and Funding Lender’s Fees), 5.14 (Expenses), 5.15 
(Indemnity), 9.1.3, 9.1.4, 9.1.5, 9.1.6 and 10.15 (Reimbursement of Expenses) hereof, as well as under 
Section 5.7 of the Construction Funding Agreement, shall survive the termination of this Borrower Loan 
Agreement. 

Section 10.15.  Reimbursement of Expenses.  If, upon or after the occurrence of any Event of 
Default or Potential Default, the Governmental Lender, the Fiscal Agent, the Funding Lender or the 
Servicer shall employ attorneys or incur other expenses for the enforcement of performance or observance 
of any obligation or agreement on the part of the Borrower contained herein, the Borrower will on demand 
therefor reimburse the Governmental Lender, the Fiscal Agent, the Funding Lender and the Servicer for 
fees of such attorneys and such other expenses so incurred. 

The Borrower’s obligation to pay the amounts required to be paid under this Section 10.15 shall be 
subordinate to its obligations to make payments under the Borrower Note. 

Section 10.16.  Permitted Contests.  Notwithstanding anything to the contrary contained in this 
Borrower Loan Agreement, Borrower shall have the right to contest or object in good faith to any claim, 
demand, levy or assessment (other than in respect of Debt or Contractual Obligations of Borrower under 
any Borrower Loan Document or Related Document) by appropriate legal proceedings that are not 
prejudicial to Funding Lender’s or Governmental Lender’s rights, but this shall not be deemed or construed 
as in any way relieving, modifying or providing any extension of time with respect to Borrower’s covenant 

Page 167 of 373



 

Borrower Loan Agreement 67 LEE Center Project 

to pay and comply with any such claim, demand, levy or assessment, unless Borrower shall have given 
prior Written Notice to the Governmental Lender and the Funding Lender of Borrower’s intent to so contest 
or object thereto, and unless (i)  Borrower has, in the Governmental Lender’s and the Funding Lender’s 
judgment, a reasonable basis for such contest, (ii)  Borrower pays when due any portion of the claim, 
demand, levy or assessment to which Borrower does not object, (iii) Borrower demonstrates to Funding 
Lender’s satisfaction that such legal proceedings shall conclusively operate to prevent enforcement prior to 
final determination of such proceedings, (iv)  Borrower furnishes such bond, surety, undertaking or other 
security in connection therewith as required by law, or as requested by and satisfactory to Funding Lender, 
to stay such proceeding, which bond, surety, undertaking or other security shall be issued by a bonding 
company, insurer or surety company reasonably satisfactory to Funding Lender and shall be sufficient to 
cause the claim, demand, levy or assessment to be insured against by the Title Company or removed as a 
lien against the Project, (v)  Borrower at all times prosecutes the contest with due diligence, and (vi) 
Borrower pays, promptly following a determination of the amount of such claim, demand, levy or 
assessment due and owing by Borrower, the amount so determined to be due and owing by Borrower.  In 
the event that Borrower does not make, promptly following a determination of the amount of such claim, 
demand, levy or assessment due and owing by Borrower, any payment required to be made pursuant to 
clause (vi) of the preceding sentence, an Event of Default shall have occurred, and Funding Lender may 
draw or realize upon any bond or other security delivered to Funding Lender in connection with the contest 
by Borrower, in order to make such payment. 

Section 10.17.  Funding Lender Approval of Instruments and Parties.  All proceedings taken 
in accordance with transactions provided for herein, and all surveys, appraisals and documents required or 
contemplated by this Borrower Loan Agreement and the persons responsible for the execution and 
preparation thereof, shall be satisfactory to and subject to approval by Funding Lender.  Funding Lender’s 
approval of any matter in connection with the Project shall be for the sole purpose of protecting the security 
and rights of Funding Lender.  No such approval shall result in a waiver of any default of Borrower.  In no 
event shall Funding Lender’s approval be a representation of any kind with regard to the matter being 
approved. 

Section 10.18.  Funding Lender Determination of Facts.  Funding Lender shall at all times be 
free to establish independently, to its reasonable satisfaction, the existence or nonexistence of any fact or 
facts, the existence or nonexistence of which is a condition of this Borrower Loan Agreement.   

Section 10.19.  Calendar Months.  With respect to any payment or obligation that is due or 
required to be performed within a specified number of Calendar Months after a specified date, such payment 
or obligation shall become due on the day in the last of such specified number of Calendar Months that 
corresponds numerically to the date so specified; provided, however, that with respect to any obligation as 
to which such specified date is the 29th, 30th or 31st day of any Calendar Month:  if the Calendar Month 
in which such payment or obligation would otherwise become due does not have a numerically 
corresponding date, such obligation shall become due on the first day of the next succeeding Calendar 
Month. 

Section 10.20.  Determinations by Lender.  Except to the extent expressly set forth in this 
Borrower Loan Agreement to the contrary, in any instance where the consent or approval of the 
Governmental Lender and the Funding Lender may be given or is required, or where any determination, 
judgment or decision is to be rendered by the Governmental Lender and the Funding Lender under this 
Borrower Loan Agreement, the granting, withholding or denial of such consent or approval and the 
rendering of such determination, judgment or decision shall be made or exercised by the Governmental 
Lender and the Funding Lender, as applicable (or its designated representative) at its sole and exclusive 
option and in its sole and absolute discretion. 
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Section 10.21.  Governing Law.  This Borrower Loan Agreement shall be governed by and 
enforced in accordance with the laws of the State, without giving effect to the choice of law principles of 
the State that would require the application of the laws of a jurisdiction other than the State. 

Section 10.22.  Consent to Jurisdiction and Venue.  Borrower agrees that any controversy arising 
under or in relation to this Borrower Loan Agreement shall be litigated exclusively in the State.  The state 
and federal courts and authorities with jurisdiction in the State shall have exclusive jurisdiction over all 
controversies which shall arise under or in relation to this Borrower Loan Agreement.  Borrower irrevocably 
consents to service, jurisdiction, and venue of such courts for any such litigation and waives any other venue 
to which it might be entitled by virtue of domicile, habitual residence or otherwise.  However, nothing 
herein is intended to limit Beneficiary Parties’ right to bring any suit, action or proceeding relating to 
matters arising under this Borrower Loan Agreement against Borrower or any of Borrower’s assets in any 
court of any other jurisdiction. 

Section 10.23.  Successors and Assigns.  This Borrower Loan Agreement shall be binding upon 
and shall inure to the benefit of the parties hereto and their respective heirs, legal representatives, 
successors, successors-in-interest and assigns, as appropriate.  The terms used to designate any of the parties 
herein shall be deemed to include the heirs, legal representatives, successors, successors-in-interest and 
assigns, as appropriate, of such parties.  References to a “person” or “persons” shall be deemed to include 
individuals and entities. 

Section 10.24.  Severability.  The invalidity, illegality or unenforceability of any provision of this 
Borrower Loan Agreement shall not affect the validity, legality or enforceability of any other provision, 
and all other provisions shall remain in full force and effect. 

Section 10.25.  Entire Agreement; Amendment and Waiver.  This Borrower Loan Agreement 
contains the complete and entire understanding of the parties with respect to the matters covered.  This 
Borrower Loan Agreement may not be amended, modified or changed, nor shall any waiver of any 
provision hereof be effective, except by a written instrument signed by the party against whom enforcement 
of the waiver, amendment, change, or modification is sought, and then only to the extent set forth in that 
instrument.  No specific waiver of any of the terms of this Borrower Loan Agreement shall be considered 
as a general waiver.  Without limiting the generality of the foregoing, no Disbursement shall constitute a 
waiver of any conditions to the Governmental Lender’s or the Funding Lender’s obligation to make further 
Disbursements nor, in the event Borrower is unable to satisfy any such conditions, shall any such waiver 
have the effect of precluding the Governmental Lender or the Funding Lender from thereafter declaring 
such inability to constitute a Potential Default or Event of Default under this Borrower Loan Agreement. 

Section 10.26.  Counterparts.  This Borrower Loan Agreement may be executed in multiple 
counterparts, each of which shall constitute an original document and all of which together shall constitute 
one agreement. 

Section 10.27.  Captions.  The captions of the sections of this Borrower Loan Agreement are for 
convenience only and shall be disregarded in construing this Borrower Loan Agreement. 

Section 10.28.  Servicer.  Borrower hereby acknowledges and agrees that, pursuant to the terms of 
Section 39 of the Security Instrument: (a) from time to time, the Governmental Lender or the Funding 
Lender may appoint a servicer to collect payments, escrows and deposits, to give and to receive notices 
under the Borrower Note, this Borrower Loan Agreement or the other Borrower Loan Documents, and to 
otherwise service the Borrower Loan and (b) unless Borrower receives Written Notice from the 
Governmental Lender or the Funding Lender to the contrary, any action or right which shall or may be 
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taken or exercised by the Governmental Lender or the Funding Lender may be taken or exercised by such 
servicer with the same force and effect. 

Section 10.29.  Beneficiary Parties as Third Party Beneficiary.  Each of the Beneficiary Parties 
shall be a third party beneficiary of this Borrower Loan Agreement for all purposes. 

Section 10.30.  Waiver of Trial by Jury.  TO THE MAXIMUM EXTENT PERMITTED UNDER 
APPLICABLE LAW, EACH OF BORROWER AND THE BENEFICIARY PARTIES (A) COVENANTS 
AND AGREES NOT TO ELECT A TRIAL BY JURY WITH RESPECT TO ANY ISSUE ARISING OUT 
OF THIS BORROWER LOAN AGREEMENT OR THE RELATIONSHIP BETWEEN THE PARTIES 
THAT IS TRIABLE OF RIGHT BY A JURY AND (B) WAIVES ANY RIGHT TO TRIAL BY JURY 
WITH RESPECT TO SUCH ISSUE TO THE EXTENT THAT ANY SUCH RIGHT EXISTS NOW OR 
IN THE FUTURE.  THIS WAIVER OF RIGHT TO TRIAL BY JURY IS SEPARATELY GIVEN BY 
EACH PARTY, KNOWINGLY AND VOLUNTARILY WITH THE BENEFIT OF COMPETENT 
LEGAL COUNSEL. 

Section 10.31.  Time of the Essence.  Time is of the essence with respect to this Borrower Loan 
Agreement. 

Section 10.32.  Modifications.  Modifications (if any) to this Borrower Loan Agreement 
(“Modifications”) are set forth on  Exhibit A attached to this Borrower Loan Agreement.  In the event of a 
Transfer under the terms of the Security Instrument, some or all of the Modifications to this Borrower Loan 
Agreement may be modified or rendered void by the Governmental Lender or the Funding Lender at its 
option by notice to Borrower or such transferee. 

Section 10.36.  Reference Date.  This Borrower Loan Agreement is dated for reference purposes 
only as of the first day of [Month], 2025, and will not be effective and binding on the parties hereto unless 
and until the Closing Date (as defined herein) occurs. 

ARTICLE XI 

LIMITATIONS ON LIABILITY 

Section 11.1.  Limitation on Liability.  Notwithstanding anything to the contrary herein, the 
liability of the Borrower hereunder and under the other Borrower Loan Documents and the Funding Loan 
Documents shall be limited to the extent set forth in the Borrower Notes. 

Section 11.2.  Limitation on Liability of Governmental Lender.  The Governmental Lender shall 
not be obligated to pay the principal (or prepayment price) of or interest on the Funding Loan, except from 
moneys and assets received by the Fiscal Agent or Funding Lender on behalf of the Governmental Lender 
pursuant to the assignment by Governmental Lender to Funding Lender of this Borrower Loan Agreement.  
Neither the faith and credit nor the taxing power of the State, or any political subdivision thereof, nor the 
faith and credit of the Governmental Lender is pledged to the payment of the principal (or prepayment 
price) of or interest on the Funding Loan.  The Governmental Lender shall not be liable for any costs, 
expenses, losses, damages, claims or actions, of any conceivable kind on any conceivable theory, under or 
by reason of or in connection with this Borrower Loan Agreement, the Funding Loan or the Funding Loan 
Agreement, except only to the extent amounts are received for the payment thereof from the Borrower 
under this Borrower Loan Agreement. 

The Borrower hereby acknowledges that the Governmental Lender’s sole source of moneys to 
repay the Funding Loan will be provided by the payments made by the Borrower pursuant to this Borrower 
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Loan Agreement, together with investment income on certain funds and accounts held by the Fiscal Agent 
under the Funding Loan Agreement, and hereby agrees that if the payments to be made hereunder shall ever 
prove insufficient to pay all principal (or prepayment price) of and interest on the Funding Loan as the same 
shall become due (whether by maturity, redemption, acceleration or otherwise), then upon notice from the 
Funding Lender or the Servicer, the Borrower shall pay such amounts as are required from time to time to 
prevent any deficiency or default in the payment of such principal (or prepayment price) of or interest on 
the Funding Loan, including, but not limited to, any deficiency caused by acts, omissions, nonfeasance or 
malfeasance on the part of the Funding Lender, the Borrower, the Governmental Lender or any third party, 
subject to any right of reimbursement from the Funding Lender, the Governmental Lender or any such third 
party, as the case may be, therefor. 

Section 11.3.  Waiver of Personal Liability.  No member, officer, agent or employee of the 
Governmental Lender or any director, officer, agent or employee of the Governmental Lender shall be 
individually or personally liable for the payment of any principal (or prepayment price) of or interest on the 
Funding Loan or any other sum hereunder or be subject to any personal liability or accountability by reason 
of the execution and delivery of this Borrower Loan Agreement; but nothing herein contained shall relieve 
any such member, director, officer, agent or employee from the performance of any official duty provided 
by law or by this Borrower Loan Agreement. 

Section 11.4.  Limitation on Liability of Funding Lender’s Officers, Employees, Etc.   

(a) Borrower assumes all risks of the acts or omissions of the Governmental Lender, the Fiscal Agent 
and the Funding Lender, other than those acts or omissions that are the result of willful misconduct or gross 
negligence of the Governmental Lender or the Funding Lender; provided, however, this assumption is not 
intended to, and shall not, preclude Borrower from pursuing such rights and remedies as it may have against 
the Governmental Lender, the Fiscal Agent and the Funding Lender at law or under any other agreement.  
None of Governmental Lender, the Fiscal Agent and the Funding Lender, or the other Beneficiary Parties or 
their respective officers, directors, employees or agents shall be liable or responsible for (i)  any acts or 
omissions of the Governmental Lender, the Fiscal Agent and the Funding Lender; or (ii) the validity, 
sufficiency or genuineness of any documents, or endorsements, even if such documents should in fact prove 
to be in any or all respects invalid, insufficient, fraudulent or forged.  In furtherance and not in limitation of 
the foregoing, the Governmental Lender, the Fiscal Agent and the Funding Lender may accept documents that 
appear on their face to be in order, without responsibility for further investigation, regardless of any notice or 
information to the contrary, unless acceptance in light of such notice or information constitutes gross 
negligence or willful misconduct on the part of the Governmental Lender, the Fiscal Agent and the Funding 
Lender. 

(b) None of the Governmental Lender, the Fiscal Agent, the Funding Lender, the other Beneficiary 
Parties or any of their respective officers, directors, employees or agents shall be liable to any contractor, 
subcontractor, supplier, laborer, architect, engineer or any other party for services performed or materials 
supplied in connection with the Project.  The Governmental Lender, the Fiscal Agent and the Funding Lender 
shall not be liable for any debts or claims accruing in favor of any such parties against Borrower or others or 
against the Project.  The Borrower is not and shall not be an agent of the Governmental Lender, the Fiscal 
Agent and the Funding Lender for any purpose.  Neither the Governmental Lender, the Fiscal Agent nor the 
Funding Lender is a joint venture partner with Borrower in any manner whatsoever.  Prior to default by 
Borrower under this Borrower Loan Agreement and the exercise of remedies granted herein, the Governmental 
Lender, the Fiscal Agent and the Funding Lender shall not be deemed to be in privity of contract with any 
contractor or provider of services to the Project, nor shall any payment of funds directly to a contractor, 
subcontractor or provider of services be deemed to create any third party beneficiary status or recognition of 
same by the Governmental Lender, the Fiscal Agent and the Funding Lender.  Approvals granted by the 
Governmental Lender and the Funding Lender for any matters covered under this Borrower Loan Agreement 
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shall be narrowly construed to cover only the parties and facts identified in any written approval or, if not in 
writing, such approvals shall be solely for the benefit of Borrower. 

(c) Any obligation or liability whatsoever of the Governmental Lender, the Fiscal Agent and the 
Funding Lender that may arise at any time under this Borrower Loan Agreement or any other Borrower Loan 
Document shall be satisfied, if at all, out of the Funding Lender’s assets only.  No such obligation or liability 
shall be personally binding upon, nor shall resort for the enforcement thereof be had to, the Project or any of 
the Governmental Lender’s, the Fiscal Agent’s or the Funding Lender’s shareholders (if any), directors, 
officers, employees or agents, regardless of whether such obligation or liability is in the nature of contract, tort 
or otherwise. 

Section 11.5.  Delivery of Reports, Etc.  The delivery of reports, information and documents to 
the Governmental Lender, the Fiscal Agent and the Funding Lender as provided herein is for informational 
purposes only and the Governmental Lender’s, the Fiscal Agent’s and the Funding Lender’s receipt of such 
shall not constitute constructive knowledge of any information contained therein or determinable from 
information contained therein.  The Governmental Lender, the Fiscal Agent and the Funding Lender shall 
have no duties or responsibilities except those that are specifically set forth herein, and no other duties or 
obligations shall be implied in this Borrower Loan Agreement against the Governmental Lender, the Fiscal 
Agent and the Funding Lender. 

Section 11.6. Electronic Transactions.  The transactions described in this Borrower Loan 
Agreement may be conducted and the related documents may be stored by electronic means.  Copies, 
telecopies, facsimiles, electronic files and other reproductions of original executed documents shall be 
deemed to be authentic and valid counterparts of such original documents for all purposes, including the 
filing of any claim, action or suit in the appropriate court of law.  Notwithstanding the foregoing, original 
executed versions of each of the Funding Loan Documents shall be delivered to the Funding Lender in 
connection with the closing of the transactions described herein.   

 

[Remainder of Page Intentionally Left Blank] 
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this Borrower Loan 

Agreement by its respective authorized representative as of the date first set forth above. 

 
BORROWER: 

 
LC CANOPY, LLC 
an Illinois limited liability company 

 
By: LC Trunk, LLC,  

an Illinois limited liability company 
its managing member 

 
By: Stone Beam Development LLC,  

an Illinois limited liability company,  
its manager 

 
By:      

Joseph Walsh, manager 
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GOVERNMENTAL LENDER: 
 

CITY OF HIBBING, MINNESOTA 
 
 
By:    
Name:    
Title:    
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Agreed to and Acknowledged by: 

FUNDING LENDER: 

CITIBANK, N.A. 
 
 
By:    
Name:    
Title:    
Deal ID No. [________] 
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Exhibit A 

Modifications 

Page 176 of 373



 
 
 
 
 
 
 

FUNDING LOAN AGREEMENT 

 
 
 
 

among 

CITIBANK, N.A., 
as Funding Lender 

 
 

and 
 
 

CITY OF HIBBING, MINNESOTA, 
as Governmental Lender 

 
 

and 
 
 

ZIONS BANCORPORATION, NATIONAL ASSOCIATION, 
as Fiscal Agent 

 
 

Dated as of [Month] 1, 2025 
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FUNDING LOAN AGREEMENT 

This Funding Loan Agreement, dated as of [Month] 1, 2025 (this “Funding Loan Agreement”), is 
entered into by CITIBANK, N.A., (together with any successor hereunder, the “Funding Lender”), the 
CITY OF HIBBING, MINNESOTA, a municipal corporation and political subdivision organized and 
existing under the laws of the State of Minnesota (together with its successors and assigns, the 
“Governmental Lender”), and ZIONS BANCORPORATION, NATIONAL ASSOCIATION (together 
with any successor or assign, the “Fiscal Agent”). 

RECITALS 

WHEREAS, the Governmental Lender is authorized pursuant to and in accordance with the 
provisions of Minnesota Statutes 462C and 474A, as amended (the “Act”):  (a) to make loans to any person 
to provide financing for rental residential developments located within the jurisdiction of the Governmental 
Lender and intended to be occupied in part by persons of low and moderate income; (b) to incur 
indebtedness for the purpose of obtaining moneys to make such loans and provide such financing, to 
establish any required reserve funds and to pay administrative costs and other costs incurred in connection 
with the incurrence of such indebtedness of the Governmental Lender; and (c) to pledge all or any part of 
the revenues, receipts or resources of the Governmental Lender, including the revenues and receipts to be 
received by the Governmental Lender from or in connection with such loans, and to mortgage, pledge or 
grant security interests in such loans or other property of the Governmental Lender in order to secure the 
payment of the principal of, prepayment premium, if any, on and interest on such indebtedness of the 
Governmental Lender; and 

WHEREAS, LC Canopy, LLC, an Illinois limited liability company (the “Borrower”), has 
requested the Governmental Lender to enter into this Funding Loan Agreement under which the Funding 
Lender (i) will advance funds (the “Funding Loan”) to or for the account of the Governmental Lender, and 
(ii) apply the proceeds  of the Funding Loan to make a loan (the “Borrower Loan”) to the Borrower to 
finance the acquisition, rehabilitation and equipping of a multifamily rental housing development located 
in the City of Hibbing, Minnesota, known as LEE Center (the “Project”); and 

WHEREAS, simultaneously with the delivery of this Funding Loan Agreement, the Governmental 
Lender and the Borrower will enter into a Borrower Loan Agreement of even date herewith (as it may be 
supplemented or amended, the “Borrower Loan Agreement”), whereby the Borrower agrees to make loan 
payments to the Governmental Lender in an amount which, when added to other funds available under this 
Funding Loan Agreement, will be sufficient to enable the Governmental Lender to repay the Funding Loan 
and to pay all costs and expenses related thereto when due; and 

WHEREAS, to evidence its payment obligations under the Borrower Loan Agreement, the 
Borrower will execute and deliver to the Governmental Lender its Multifamily Note Series A (the “Series 
A Borrower Note”) and its Multifamily Note Series B (the “Series B Borrower Note”, and together with 
the Series A Borrower Note, the “Borrower Notes”) and the obligations of the Borrower under the Borrower 
Notes will be secured by a lien on and security interest in the Project pursuant to a Multifamily Mortgage 
Assignment of Rents, Security Agreement and Fixture Filing of even date herewith (the “Security 
Instrument”), made by the Borrower in favor of the Governmental Lender, as assigned to the Funding 
Lender to secure the performance by the Governmental Lender of its obligations under the Funding Loan; 
and 

WHEREAS, the Governmental Lender has executed and delivered to the Funding Lender its Multi-
Family Housing Revenue Note (LEE Center Project) Series 2025A (the “Series A Governmental Lender 
Note”), its Multi-Family Housing Revenue Note (LEE Center) Series 2025B (the “Series B Governmental 
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Lender Note” and together with the Series A Governmental Lender Note, the “Governmental Lender Notes” 
and each a “Governmental Lender Note”), each dated as of the Closing Date (defined below), collectively 
evidencing its obligation to make the payments due to the Funding Lender under the Funding Loan as 
provided in this Funding Loan Agreement, all things necessary to make this Funding Loan Agreement the 
valid, binding and legal limited obligation of the Governmental Lender, have been done and performed and 
the execution and delivery of this Funding Loan Agreement and the execution and delivery of the 
Governmental Lender Notes, subject to the terms hereof, have in all respects been duly authorized; 

NOW, THEREFORE, in consideration of the premises and the mutual representations, covenants 
and agreements herein contained, the parties hereto do hereby agree as follows: 

ARTICLE I 

DEFINITIONS; PRINCIPLES OF CONSTRUCTION 

Section 1.1.  Definitions.  For all purposes of this Funding Loan Agreement, except as otherwise 
expressly provided or unless the context otherwise clearly requires: 

(a) Unless specifically defined herein, all capitalized terms shall have the meanings ascribed 
thereto in the Borrower Loan Agreement. 

(b) The terms “herein, “hereof” and “hereunder” and other words of similar import refer to this 
Funding Loan Agreement as a whole and not to any particular Article, Section or other subdivision.  The 
terms “agree” and “agreements” contained herein are intended to include and mean “covenant” and 
“covenants.” 

(c) All references made (i) in the neuter, masculine or feminine gender shall be deemed to 
have been made in all such genders, and (ii) in the singular or plural number shall be deemed to have been 
made, respectively, in the plural or singular number as well.  Singular terms shall include the plural as well 
as the singular, and vice versa. 

(d) All accounting terms not otherwise defined herein shall have the meanings assigned to 
them, and all computations herein provided for shall be made, in accordance with GAAP. 

(e) All references in this instrument to designated “Articles,” “Sections” and other 
subdivisions are to the designated Articles, Sections and subdivisions of this instrument as originally 
executed. 

(f) All references in this instrument to a separate instrument are to such separate instrument as 
the same may be amended or supplemented from time to time pursuant to the applicable provisions thereof. 

(g) References to the Governmental Lender Notes as “tax exempt” or to the “tax exempt status” 
of the Governmental Lender Notes are to the exclusion of interest on the Governmental Lender Notes (other 
than any portion of the Governmental Lender Notes held by a “substantial user” of the Project or a “related 
person” within the meaning of Section 147 of the Code) from gross income for federal income tax purposes 
pursuant to Section 103(a) of the Code. 

(h) The following terms have the meanings set forth below: 

“Additional Borrower Payments” shall have the meaning given such term in the Borrower Loan 
Agreement. 
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“Affiliate” shall mean, as to any Person, any other Person that, directly or indirectly, is in Control 
of, is Controlled by or is under common Control with such Person. 

“Approved Transferee” means (1) a “qualified institutional buyer” (“QIB”) as defined in 
Rule 144A promulgated under the Securities Act of 1933, as in effect on the date  hereof (the 
“Securities  Act”) that is a financial institution or commercial bank having capital and surplus of 
$5,000,000,000 or more, (2) an affiliate of the Funding Lender, (3) a trust or custodial arrangement 
established by the Funding Lender or one of its affiliates or any state or local government or any 
agency or entity which is a political subdivision of a federal, state or local government (a 
“Governmental Entity”), in each case (i) the beneficial interests in which will be owned only by 
QIBs or (ii) the beneficial interests in which will be rated in the “BBB” category or higher without 
regard to modifier (or the equivalent investment grade category) by at least one nationally 
recognized rating agency, or (4) a Governmental Entity. 

 “Authorized Amount” shall mean $[Loan Amount], the maximum principal amount of the Funding 
Loan under this Funding Loan Agreement. 

 “Authorized Governmental Lender Representative” shall mean the Mayor or City Administrator 
of the Governmental Lender, or such other person at the time designated to act on behalf of the 
Governmental Lender as evidenced by a written certificate furnished to the Funding Lender and the 
Borrower containing the specimen signature of such person and signed on behalf of the Governmental 
Lender by an Authorized Governmental Lender Representative.  Such certificate may designate an alternate 
or alternates, each of whom shall be entitled to perform all duties of the Authorized Governmental Lender 
Representative. 

“Borrower” shall mean LC Canopy, LLC, an Illinois limited liability company. 

“Borrower Equity Account” means the Borrower Equity Account of the Project Fund established 
under Section 7.3. 

“Borrower Loan” shall mean the mortgage loan made by the Governmental Lender to the Borrower 
pursuant to the Borrower Loan Agreement in the aggregate principal amount of the Borrower Loan Amount, 
as evidenced by the Borrower Notes. 

“Borrower Loan Agreement” shall mean the Borrower Loan Agreement, of even date herewith, 
between the Governmental Lender and the Borrower, as supplemented, amended or replaced from time to 
time in accordance with its terms. 

“Borrower Loan Agreement Default” shall mean any event of default set forth in 8.1 of the 
Borrower Loan Agreement.  A Borrower Loan Agreement Default shall “exist” if a Borrower Loan 
Agreement Default shall have occurred and be continuing beyond any applicable cure period.  

“Borrower Loan Amount” shall mean the amount of $[Loan Amount]. 

“Borrower Loan Documents” shall have the meaning given such term in the Borrower Loan 
Agreement. 

“Borrower Notes” shall mean the “Borrower Notes” as defined in the Borrower Loan Agreement. 

“Business Day” shall mean any day other than (i) a Saturday or a Sunday, or (ii) a day on which 
federally insured depository institutions in New York, New York or the city where the Fiscal Agent is 
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located are authorized or obligated by law, regulation, governmental decree or executive order to be closed.  
Unless specifically referred to herein as a “Business Day,” all references to “day” or “days” shall be to 
calendar days. 

“Closing Costs Fund” shall mean the fund of that name established under Section 7.3(d) hereof. 

“Closing Date” shall mean [CLOSING DATE], the date that initial Funding Loan proceeds are 
disbursed hereunder. 

“Code” shall mean the Internal Revenue Code of 1986 as in effect on the Closing Date or (except 
as otherwise referenced herein) as it may be amended to apply to obligations issued on the Closing Date, 
together with applicable proposed, temporary and final regulations promulgated, and applicable official 
public guidance published, under the Code. 

“Conditions to Conversion” shall have the meaning given such term in the Construction Funding 
Agreement. 

“Construction Funding Agreement” means that certain Construction Funding Agreement of even 
date herewith, between the Funding Lender, as agent for the Governmental Lender, and Borrower, pursuant 
to which the Borrower Loan will be advanced by the Funding Lender (or the Servicer on its behalf), as 
agent of the Governmental Lender, to the Fiscal Agent for disbursement to the Borrower and setting forth 
certain provisions relating to disbursement of the Borrower Loan during construction, insurance and other 
matters, as such agreement may be amended, modified, supplemented and replaced from time to time. 

“Contingency Draw-Down Agreement” means the Contingency Draw-Down Agreement of even 
date herewith among the Funding Lender, the Fiscal Agent and the Borrower relating to possible conversion 
of the Funding Loan from a draw down loan to a fully funded loan. 

“Control” shall mean, with respect to any Person, either (i) ownership directly or through other 
entities of more than 50% of all beneficial equity interest in such Person, or (ii) the possession, directly or 
indirectly, of the power to direct or cause the direction of the management and policies of such Person, 
through the ownership of voting securities, by contract or otherwise. 

“Conversion Date” shall have the meaning ascribed to such term in the Borrower Loan Agreement. 

“Default” shall mean the occurrence of an event, which, under any Funding Loan Document, 
would, but for the giving of notice or passage of time, or both, be an event of default under the applicable 
Funding Loan Document or a Borrower Loan Agreement Default. 

“Draw-Down Notice” shall mean a notice described in Section 1.01 of the Contingency Draw-
Down Agreement regarding the conversion of the Funding Loan from a draw down loan to a fully funded 
loan. 

“Event of Default” shall have the meaning ascribed thereto in Section 9.1 hereof. 

“Fiscal Agent” shall mean Zions Bancorporation, National Association, as fiscal agent hereunder, 
and any successor fiscal agent or co-fiscal agent appointed under this Funding Loan Agreement. 

“Fiscal Agent Fees” shall mean the ongoing compensation and expenses payable to the Fiscal 
Agent as follows: 
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(i) the (i) acceptance fee of the Fiscal Agent in the amount of $3,000 for the Series A 
Governmental Lender Note and $3,000 for the Series B Governmental Lender Note, payable on the 
Closing Date, and (ii) annual fee of the Fiscal Agent in the amount of $3,000 for the Series A 
Governmental Lender Note until the Conversion Date, $1,500 for the Series A Governmental 
Lender Note after the Conversion Date, and $3,000 for the Series B Governmental Lender Note, 
payable in advance on the Closing Date and, annually thereafter, in advance and in an equal amount 
for each Governmental Lender Note by the Borrower upon receipt of an invoice therefor from the 
Fiscal Agent, so long the applicable Governmental Lender Note is outstanding;  

(ii) the reasonable fees and charges of the Fiscal Agent for necessary extraordinary 
services rendered by it and/or reimbursement for extraordinary expenses incurred by it under this 
Funding Loan Agreement as and when the same become due, including reasonable fees and 
expenses of legal counsel and internal default administrators (including fees prior to litigation, at 
trial or for appellate proceedings); provided, however, that the Fiscal Agent shall not be required 
to undertake any such extraordinary services unless provision for payment of extraordinary 
expenses satisfactory to the Fiscal Agent shall have been made; and 

(iii) for purposes of the Borrower Loan Agreement, indemnification of the Fiscal Agent 
by the Borrower. 

“Fitch” shall mean Fitch, Inc.  

“Funding Lender” shall mean Citibank N.A., a national banking association, and any successor 
under this Funding Loan Agreement and the Borrower Loan Documents. 

“Funding Loan” shall mean the loan made to the Governmental Lender under this Funding Loan 
Agreement. 

“Funding Loan Agreement” shall mean this Funding Loan Agreement, of even date herewith, by 
and among the Funding Lender, the Fiscal Agent and the Governmental Lender, as it may from time to time 
be supplemented, modified or amended by one or more amendments or other instruments supplemental 
hereto entered into pursuant to the applicable provisions hereof. 

“Funding Loan Documents” shall mean (i) this Funding Loan Agreement, (ii) the Borrower Loan 
Agreement, (iii) the Regulatory Agreement, (iv) the Tax Certificates, (v) the Borrower Loan Documents, 
(vi) all other documents evidencing, securing, governing or otherwise pertaining to the Funding Loan, and 
(vii) all amendments, modifications, renewals and substitutions of any of the foregoing.   

“Governmental Lender” shall mean the City of Hibbing, Minnesota. 

“Governmental Lender Notes” shall mean the Series A Governmental Lender Note and the Series 
B Governmental Lender Note and “Governmental Lender Note” shall mean one of such Governmental 
Lender Notes. 

“Highest Rating Category” shall mean, with respect to a Permitted Investment, that the Permitted 
Investment is rated by S&P or Moody’s in the highest rating given by that rating agency for that general 
category of security.  By way of example, the Highest Rating Category for tax exempt municipal debt 
established by S&P is “A 1+” for debt with a term of one year or less and “AAA” for a term greater than 
one year, with corresponding ratings by Moody’s of “MIG 1” (for fixed rate) or “VMIG 1” (for variable 
rate) for three months or less and “Aaa” for greater than three months.  If at any time (i) both S&P and 
Moody’s rate a Permitted Investment and (ii) one of those ratings is below the Highest Rating Category, 
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then such Permitted Investment will, nevertheless, be deemed to be rated in the Highest Rating Category if 
the lower rating is no more than one rating category below the highest rating category of that rating agency.  
For example, a Permitted Investment rated “AAA” by S&P and “Aa3” by Moody’s is rated in the Highest 
Rating Category.  If, however, the lower rating is more than one full rating category below the Highest 
Rating Category of that rating agency, then the Permitted Investment will be deemed to be rated below the 
Highest Rating Category.  For example, a Permitted Investment rated “AAA” by S&P and “A1” by 
Moody’s is not rated in the Highest Rating Category. 

  “Maturity Date” shall mean shall mean with respect to the Series A Governmental Lender Note, 
October 1, 2058, with respect to the Series B Governmental Lender Note, October 1, 2058. 

“Maximum Rate” shall mean the lesser of (i) 12% per annum and (ii) the maximum interest rate 
that may be paid on the Funding Loan under State law. 

“Minimum  Beneficial Ownership Amount” shall mean an amount no less than fifteen percent 
(15%) of the outstanding principal amount of the Funding Loan. 

“Moody’s” shall mean Moody’s Ratings, or its successor. 

“Negative Arbitrage Account” means the Negative Arbitrage Account of the Project Fund 
established under Section 7.3, as otherwise described in the Contingency Draw-Down Agreement. 

“Negative Arbitrage Deposit” has the meaning set forth in the Contingency Draw-Down 
Agreement. 

“Noteowner” or “owner of the Governmental Lender Notes” means the owner, or as applicable, 
collectively the owners,  of the Governmental Lender Notes as shown on the registration books maintained 
by the Fiscal Agent pursuant to Section 2.4(e) hereof. 

“Note Proceeds Account” means the Note Proceeds Account of the Project Fund established under 
Section 7.3. 

“Ongoing Governmental Lender Fee” shall be not applicable, as there is no scheduled ongoing fee 
of the Governmental Lender.. 

“Opinion of Counsel” shall mean a written opinion from an attorney or firm of attorneys, acceptable 
to the Funding Lender and the Governmental Lender with experience in the matters to be covered in the 
opinion; provided that whenever an Opinion of Counsel is required to address the exclusion of interest on 
the Governmental Lender Notes from gross income for purposes of federal income taxation, such opinion 
shall be provided by Tax Counsel. 

“Permitted Investments” shall mean, to the extent authorized by law for investment of any moneys 
held under this Funding Loan Agreement: 

(a) Direct obligations of the United States of America including obligations issued or held in 
book-entry form on the books of the Department of the Treasury of the United States of America 
(“Government Obligations”). 

(b) Direct obligations of, and obligations on which the full and timely payment of principal 
and interest is unconditionally guaranteed by, any agency or instrumentality of the United States of 

Page 186 of 373



 

7 

America, or direct obligations of the World Bank, which obligations are rated in the Highest Rating 
Category. 

(c) Demand deposits or time deposits with, or certificates of deposit issued by, the Fiscal Agent 
or its affiliates or any bank organized under the laws of the United States of America or any state or the 
District of Columbia which has combined capital, surplus and undivided profits of not less than $50,000,000 
and maturing in less than 365 days; provided that the Fiscal Agent or such other institution has been rated 
at least “VMIG-1”/“A-1+” by Moody’s/S&P which deposits or certificates are fully insured by the Federal 
Deposit Insurance Corporation or collateralized pursuant to the requirements of the Office of the 
Comptroller of the Currency. 

(d) Bonds (including tax-exempt bonds), bills, notes or other obligations of or secured by 
Fannie Mae, Freddie Mac, the Federal Home Loan Bank or the Federal Farm Credit Bank. 

(e) Money market funds rated AAA by S&P which are registered with the Securities and 
Exchange Commission and which meet the requirements of Rule 2(a)(7) of the Investment Company Act 
of 1940, as amended, which may be administered by the Fiscal Agent or its affiliates. 

(f) Collateralized Investment Agreements or Repurchase Agreements with financial 
institutions rated in the “A” category or higher without regard to qualifiers, by at least one Rating Agency.  
The agreement must be continually collateralized with obligations specified in paragraphs (a), (b) and/or 
(d) above, eligible for wire through the Federal Reserve Bank System or the DTC/PTC as applicable, and 
at a level of at least 103% of the amount on deposit and valued no less than daily.  The collateral must be 
held by a third party custodian and be free and clear of all liens and claims of third parties. Securities must 
be valued daily, marked-to-market at current market price plus accrued interest. If the market value of the 
securities is found to be below the required level, the provider must restore the market value of the securities 
to the required level within one (1) business day.  Permitted collateral must be delivered to and held in a 
segregated account by the Fiscal Agent or a custodian (the “Collateral Agent”), and the Collateral Agent 
cannot be the provider.  The collateral must be delivered to the Collateral Agent before/simultaneous with 
payment (perfection by possession of certificated securities).  Acceptable collateral must be free and clear 
of all liens and claims of third parties and shall be registered in the name of the Collateral Agent for the 
benefit of the Governmental Lender and Fiscal Agent.  The agreement shall state that the Collateral Agent 
has a valid and perfected first priority security interest in the securities, any substituted securities and all 
proceeds thereof. 

(g) Any other investment authorized by the laws of the State, if such investment is approved 
in advance in writing by the Funding Lender in its sole discretion. 

Permitted Investments shall not include any of the following: 

(1) Except for any investment described in the next sentence, any investment or any agreement 
with a maturity profile greater than the date(s) on which funds representing the corpus of the investment 
may be needed under the Funding Loan Documents.  This exception (1) shall not apply to Permitted 
Investments listed in paragraph (g). 

(2) Any obligation bearing interest at an inverse floating rate. 

(3) Any investment which may be prepaid or called at a price less than its purchase price prior 
to stated maturity. 
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(4) Any investment the interest rate on which is variable and is established other than by 
reference to a single index plus a fixed spread, if any, and which interest rate moves proportionately with 
that index. 

“Person” shall mean any individual, corporation, limited liability company, partnership, joint 
venture, estate, trust, unincorporated association, any federal, state, county or municipal government or any 
bureau, department or agency thereof and any fiduciary acting in such capacity on behalf of any of the 
foregoing. 

“Pledged Revenues” shall mean the amounts pledged under this Funding Loan Agreement to the 
payment of the principal of, prepayment premium, if any, and interest on the Funding Loan and the 
Governmental Lender Notes, consisting of the following:  (i) all income, revenues, proceeds and other 
amounts to which the Governmental Lender is entitled (other than amounts received by the Governmental 
Lender with respect to the Unassigned Rights) derived from or in connection with the Project and the 
Funding Loan Documents, including all Borrower Loan Payments due under the Borrower Loan Agreement 
and the Borrower Notes, payments with respect to the Borrower Loan Payments and all amounts obtained 
through the exercise of the remedies provided in the Funding Loan Documents and all receipts credited 
under the provisions of this Funding Loan Agreement against said amounts payable, and (ii) moneys held 
in the funds and accounts established under this Funding Loan Agreement, together with investment 
earnings thereon (except any amounts on deposit in the Expense Fund, Rebate Fund and Closing Costs 
Fund). 

“Prepayment Premium” shall mean (i) any premium payable by the Borrower pursuant to the 
Borrower Loan Documents in connection with a prepayment of the Borrower Notes (including any 
Prepayment Premium as set forth in the Borrower Notes) and (ii) any premium payable on the 
Governmental Lender Notes pursuant to this Funding Loan Agreement. 

“Project” shall have the meaning given to that term in the Borrower Loan Agreement. 

“Rating Agency” shall mean any one and each of S&P, Moody’s and Fitch then rating the Permitted 
Investments or any other nationally recognized statistical rating agency then rating the Permitted 
Investments, which has been approved by the Funding Lender.   

“Regulations” shall mean with respect to the Code, the relevant U.S. Treasury regulations and 
proposed regulations thereunder or any relevant successor provision to such regulations and proposed 
regulations.   

“Regulatory Agreement” shall mean that certain Regulatory Agreement, dated as of the date hereof, 
by and among the Governmental Lender, the Fiscal Agent and the Borrower, as hereafter amended or 
modified.   

“Remaining Funding Loan Proceeds Account” means the Remaining Funding Loan Proceeds 
Account of the Project Fund established under Section 7.3, as otherwise described in the Contingency 
Draw-Down Agreement. 

“Required Transferee Representations” shall mean the representations in substantially the form 
attached to this Funding Loan Agreement as Exhibit B. 

“Resolution” shall mean the resolution of the Governmental Lender authorizing the Funding Loan 
and the execution and delivery of the Funding Loan Documents to which the Governmental Lender is a 
party. 
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 “Responsible Officer” shall mean any officer within the Corporate Trust Services department (or 
any successor group) of the Fiscal Agent, including any vice president, assistant vice president, trust officer 
or any other officer or assistant officer of the Fiscal Agent customarily performing functions similar to 
those performed by the persons who at the time shall be such officers, respectively, who is responsible for 
the administration of this Funding Loan Agreement. 

“Securities Act” shall mean the Securities Act of 1933, as amended. 

“Security” shall mean the security for the performance by the Governmental Lender of its 
obligations under the Governmental Lender Note and this Funding Loan Agreement as more fully set forth 
in Article IV hereof. 

“Security Instrument” shall mean the Multifamily Mortgage Assignment of Rents, Security 
Agreement and Fixture Filing (as amended, restated and/or supplemented from time to time) of even date 
herewith, made by the Borrower in favor of the Governmental Lender, as assigned to the Funding Lender 
to secure the performance by the Governmental Lender of its obligations under the Funding Loan. 

“Series A Borrower Note” shall mean that certain Multifamily Note (Fixed Rate) dated as of the 
Closing Date in the original maximum principal amount of $[Series A Loan Amount]] made by the 
Borrower and payable to the Governmental Lender, as endorsed and assigned to the Funding Lender, as it 
may be amended, supplemented or replaced from time to time. 

“Series A Governmental Lender Note” shall mean that certain Multi-Family Housing Revenue 
Note (LEE Center Project) Series 2025A , dated the Closing Date in the original maximum principal amount 
of $[Series A Loan Amount],  made by the Governmental Lender and payable to the Funding Lender, as it 
may be amended, supplemented or replaced from time to time. 

 “Series B Borrower Note” shall mean that certain Multifamily Note (Variable Rate) dated as of 
the Closing Date in the original maximum principal amount of [Series B Loan Amount] made by the 
Borrower and payable to the Governmental Lender, as endorsed and assigned to the Funding Lender, as it 
may be amended, supplemented or replaced from time to time. 

“Series B Governmental Lender Note” shall mean that certain Multi-Family Housing Revenue Note 
(LEE Center Project) Series 2025B , dated the Closing Date in the original maximum principal amount of 
$[Series B Loan Amount], made by the Governmental Lender and payable to the Funding Lender, as it may 
be amended, supplemented or replaced from time to time. 

“Servicer” shall mean any Servicer appointed by the Funding Lender to perform certain servicing 
functions with respect to the Funding Loan and on the Borrower Loan pursuant to a separate servicing 
agreement to be entered into between the Funding Lender and the Servicer. Initially the Servicer shall be 
the Funding Lender pursuant to this Funding Loan Agreement. 

“Servicing Agreement” shall mean any servicing agreement entered into between the Funding 
Lender and a Servicer with respect to the servicing of the Funding Loan and/or the Borrower Loan. 

“S&P” means S&P Global Ratings, a division of S&P Global Inc., and its successors. 

“State” shall mean the State of Minnesota. 
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“Tax Certificates” shall mean the Arbitrage and Tax Certificate, dated the Closing Date, executed 
and delivered by the Governmental Lender and the Borrower, together with the Project Certificate, dated 
the Closing Date, executed and delivered by the Borrower. 

“Tax Counsel” shall mean Burke Burns & Pinelli, Ltd., with respect to the exclusion of interest on 
the Governmental Lender Notes from the federal gross income of the owners thereof, and Fryberger, 
Buchanan, Smith & Frederick, P.A., with respect to the validity of the Governmental Lender Notes under 
Minnesota law, or any other attorney or firm of attorneys designated by the Governmental Lender and 
approved by the Funding Lender having a national reputation for skill in connection with the authorization 
and issuance of municipal obligations under Sections 103 and 141 through 150 (or any successor 
provisions) of the Code. 

“Tax Counsel Approving Opinion” shall mean an opinion of Tax Counsel substantially to the effect 
that the Governmental Lender Notes constitute a valid and binding obligations of the Governmental Lender 
and that, under existing statutes, regulations published rulings and judicial decisions, the interest on the 
Governmental Lender Notes is excludable from gross income for federal income tax purposes (subject to 
the inclusion of such customary exceptions as are acceptable to the recipient thereof). 

“Tax Counsel No Adverse Effect Opinion” shall mean an opinion of Tax Counsel to the effect that 
the taking of the action specified therein will not impair the exclusion of interest on the Governmental 
Lender Note from gross income for purposes of federal income taxation (subject to the inclusion of such 
customary exceptions as are acceptable to the recipient thereof). 

“UCC” shall mean the Uniform Commercial Code as in effect in the State. 

“Unassigned Rights” shall mean the Governmental Lender’s rights to reimbursement and payment 
of its fees, costs and expenses and the Rebate Amount under Section 2.5 of the Borrower Loan Agreement, 
its rights of access under Section 5.17 thereof, its rights to indemnification under Section 5.15 thereof, its 
rights to attorneys’ fees under Sections 5.11 and 5.14 thereof, its rights to receive notices, reports and other 
statements and its rights to consent to certain matters, as provided in this Funding Loan Agreement and the 
Borrower Loan Agreement. 

“Written Certificate,” “Written Certification,”  “Written Consent,” “Written Direction,” “Written 
Notice,” “Written Order,” “Written Registration,” “Written Request,” and “Written Requisition” shall mean 
a written certificate, direction, notice, order or requisition signed by an Authorized Borrower 
Representative, an Authorized Governmental Lender Representative or an authorized representative of the 
Funding Lender and delivered to the Funding Lender, the Servicer, the Fiscal Agent or such other Person 
as required under the Funding Loan Documents. 

“Yield” shall mean yield as defined in Section 148(h) of the Code and any regulations promulgated 
thereunder.  

Section 1.2.  Effect of Headings and Table of Contents.  The Article and Section headings herein 
and in the Table of Contents are for convenience only and shall not affect the construction hereof. 

Section 1.3.  Date of Funding Loan Agreement.  The date of this Funding Loan Agreement is 
intended as and for a date for the convenient identification of this Funding Loan Agreement and is not 
intended to indicate that this Funding Loan Agreement was executed and delivered on said date. 

Section 1.4.  Designation of Time for Performance.  Except as otherwise expressly provided 
herein, any reference in this Funding Loan Agreement to the time of day shall mean the time of day in the 
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city where the Funding Lender maintains its place of business for the performance of its obligations under 
this Funding Loan Agreement. 

Section 1.5.  Interpretation.  The parties hereto acknowledge that each of them and their respective 
counsel have participated in the drafting and revision of this Funding Loan Agreement.  Accordingly, the 
parties agree that any rule of construction that disfavors the drafting party shall not apply in the 
interpretation of this Funding Loan Agreement or any amendment or supplement or exhibit hereto. 

ARTICLE II 

TERMS; GOVERNMENTAL LENDER NOTE 

Section 2.1.  Terms. 

(a) Principal Amount.  The total principal amount of the Funding Loan is hereby expressly 
limited to the Authorized Amount. 

(b) Draw-Down Funding.  The Funding Loan is originated on a draw-down basis.  The 
proceeds of the Funding Loan shall be advanced by the Funding Lender directly to the Fiscal Agent 
(pursuant to the wiring instructions delivered by the Fiscal Agent to the Funding Lender) for the account of 
the Governmental Lender for disbursement to the Borrower as and when needed to make each advance in 
accordance with the disbursement provisions of the Borrower Loan Agreement and the Construction 
Funding Agreement.  Upon each advance of principal under the Borrower Loan Agreement, a like amount 
of the Funding Loan shall be deemed concurrently and simultaneously advanced under this Funding Loan 
Agreement and Construction Funding Agreement, including the initial advance on the Closing Date of 
$______[at least $51,000] from the Series A Governmental Lender Note and  $[___] from the Series B 
Governmental Lender Note.  Borrower Loan advances and Funding Loan advances shall be allocated first 
to the Series A Borrower Note and the Series A Governmental Lender Note and, once the foregoing Notes 
have been fully funded, then to the Series B Borrower Note and the Series B Governmental Lender Note; 
provided, however, the Series A Governmental Lender Note and the corresponding Series A Borrower Note 
will be fully-funded on the Closing Date. Thereafter, all subsequent advances shall be from the Series B 
Borrower Note and the Series B Governmental Lender Note.  Notwithstanding anything in this Funding 
Loan Agreement to the contrary, no additional amounts of the Funding Loan may be drawn down and 
funded hereunder after the 36th month after the Closing Date; provided, however, that upon the delivery of 
a Tax Counsel No Adverse Effect Opinion to the Governmental Lender, Fiscal Agent and the Funding 
Lender such date may be changed to a later date as specified in such Tax Counsel No Adverse Effect 
Opinion.  The Governmental Lender has reviewed and approved the form of Contingency Draw-Down 
Agreement and consents to the terms thereof and agrees to take all actions reasonably required of the 
Governmental Lender in connection with the conversion of the Funding Loan to a fully drawn loan pursuant 
to the provisions of the Contingency Draw-Down Agreement in the event a Draw-Down Notice is filed by 
the Funding Lender or the Borrower. 

(c) Origination Date; Maturity.  The Funding Loan shall be originated on the Closing Date and 
shall mature on the Maturity Date at which time the entire principal amount of the Funding Loan, to the 
extent not previously paid, and all accrued and unpaid interest, shall be due and payable. 

(d) Principal.  The outstanding principal amount of the Governmental Lender Notes and of the 
Funding Loan as of any given date shall be the total amount advanced by the Funding Lender to the Fiscal 
Agent to or for the account of the Governmental Lender to fund corresponding advances with respect to the 
related Borrower Notes under the Borrower Loan Agreement and the Construction Funding Agreement as 
proceeds of the Borrower Loan, less any payments of principal of the Governmental Lender Notes 
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previously received upon payment of corresponding principal amounts under the related Borrower Note, 
including regularly scheduled principal payments and voluntary and mandatory prepayments.  The principal 
amount of each Governmental Lender Note and interest thereon shall be payable on the basis specified in 
this paragraph (d) and in paragraphs (e) and (f) of this Section 2.1. 

The Fiscal Agent shall keep a record of all principal advances and principal repayments made under 
each Governmental Lender Note and shall upon written request provide the Governmental Lender and the 
Funding Lender with a statement of the outstanding principal balance of the Governmental Lender Notes 
and the Funding Loan. 

(e) Interest.  Interest shall be paid on the outstanding principal amount of each Governmental 
Lender Note at the rate or rates set forth in the related Borrower Note and otherwise as set forth in the 
Borrower Loan Agreement. 

(f) Corresponding Payments.  The payment or prepayment of principal, interest and premium, 
if any, due on each Governmental Lender Note shall be identical with and shall be made on the same dates, 
terms and conditions, as the principal, interest, premiums, late payment fees and other amounts due on the 
related Borrower Note.  Any payment or prepayment made by the Borrower of principal, interest, premium, 
if any, due on the Borrower Note shall be deemed to be like payments or prepayments of principal, interest 
and premium, if any, due on the Funding Loan and the Governmental Lender Note. 

(g) Usury.  The Governmental Lender intends to conform strictly to the usury laws applicable 
to this Funding Loan Agreement and the Governmental Lender Notes and all agreements made in the 
Governmental Lender Notes, this Funding Loan Agreement and the Funding Loan Documents are expressly 
limited so that in no event whatsoever shall the amount paid or agreed to be paid as interest or the amounts 
paid for the use of money advanced or to be advanced hereunder exceed the highest lawful rate prescribed 
under any law which a court of competent jurisdiction may deem applicable hereto.  If, from any 
circumstances whatsoever, the fulfillment of any provision of the Governmental Lender Notes, this Funding 
Loan Agreement or the other Funding Loan Documents shall involve the payment of interest in excess of 
the limit prescribed by any law which a court of competent jurisdiction may deem applicable hereto, then 
the obligation to pay interest hereunder shall be reduced to the maximum limit prescribed by law.  If from 
any circumstances whatsoever, the Funding Lender shall ever receive anything of value deemed interest, 
the amount of which would exceed the highest lawful rate, such amount as would be excessive interest shall 
be deemed to have been applied, as of the date of receipt by the Funding Lender, to the reduction of the 
principal remaining unpaid hereunder and not to the payment of interest, or if such excessive interest 
exceeds the unpaid principal balance, such excess shall be refunded to the Borrower.  This paragraph shall 
control every other provision of the Governmental Lender Notes, this Funding Loan Agreement and all 
other Funding Loan Documents. 

In determining whether the amount of interest charged and paid might otherwise exceed the limit 
prescribed by law, the Governmental Lender intends and agrees that (i) interest shall be computed upon the 
assumption that payments under the Borrower Loan Agreement and other Funding Loan Documents will 
be paid according to the agreed terms, and (ii) any sums of money that are taken into account in the 
calculation of interest, even though paid at one time, shall be spread over the actual term of the Funding 
Loan. 

Section 2.2.  Form of Governmental Lender Notes.  As evidence of its obligation to repay the 
Funding Loan, simultaneously with the delivery of this Funding Loan Agreement to the Funding Lender, 
the Governmental Lender hereby agrees to execute and deliver the Governmental Lender Notes.  The Series 
A Governmental Lender Note shall be substantially in the form set forth in Exhibit A-1 attached hereto, 
with such appropriate insertions, omissions, substitutions and other variations as are required or permitted 
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by this Funding Loan Agreement. The Series B Governmental Lender Note shall be substantially in the 
form set forth in Exhibit A-2 attached hereto with such appropriate insertions, omissions, substitutions and 
other variations as are required or permitted by this Funding Loan Agreement. 

 In connection with Conversion, the Funding Lender shall have the right to exchange the then 
existing Series A Governmental Lender Note on or after the Conversion Date for a new Series A 
Governmental Lender Note with a dated date of the Conversion Date and in a stated principal amount equal 
to the Permanent Period Amount (as defined in the Construction Funding Agreement) of the Borrower 
Loan. 

Section 2.3.  Execution and Delivery of Governmental Lender Notes.  The Governmental 
Lender Notes shall be executed on behalf of the Governmental Lender by the manual or facsimile signature 
of its Mayor and attested by the manual or facsimile signature of its City Administrator under the official 
seal, or a facsimile of the official seal, of the City of Hibbing, Minnesota, or otherwise as provided in the 
Resolution.  The manual or facsimile signatures of individuals who were the proper officers of the 
Governmental Lender at the time of execution shall bind the Governmental Lender, notwithstanding that 
such individuals or any of them shall have ceased to hold such offices prior to the authentication and 
delivery of the Governmental Lender Notes or shall not have held such offices at the date of the 
Governmental Lender Notes. 

 
Following execution by the Governmental Lender, the Governmental Lender Note shall not be 

valid or obligatory for any purpose or be entitled to any security or benefit under this Funding Loan 
Agreement unless and until a certificate of authentication on such Governmental Lender Note substantially 
in the form contained on Exhibit A attached hereto shall have been duly executed by the Fiscal Agent. The 
certificate of authentication appearing on the Governmental Lender Note shall be deemed to have been duly 
executed by the Fiscal Agent if manually signed by an authorized officer or employee of the Fiscal Agent. 
Such authentication certificate of the Fiscal Agent shall be conclusive evidence that the Governmental 
Lender Note so registered or authenticated has been duly executed, registered, or authenticated and 
delivered. 

 
Section 2.4.  Required Transferee Representations; Participations; Sale and Assignment. 

(a) The Funding Lender shall deliver to the Governmental Lender the Required Transferee 
Representations in substantially the form attached hereto as Exhibit B on the Closing Date.  

(b) The Funding Lender shall have the right to sell (i) the Governmental Lender Notes and the 
Funding Loan or (ii) any portion of or a participation interest in the Governmental Lender Notes and the 
Funding Loan,  to the extent permitted by Section 2.4(c) below, provided that such sale shall be only to 
Approved Transferees that execute and deliver to the Funding Lender, with a copy to the Governmental 
Lender and the Fiscal Agent, the Required Transferee Representations provided, however, that no Required 
Transferee Representations shall be required to be delivered by transferees or beneficial interest holders 
described in clauses (3) or (4) of the definition of “Approved Transferee.”   

(c) ‘Notwithstanding the other provisions of this Section 2.4, no beneficial ownership interest 
in the Governmental Lender Note and Funding Loan shall be sold in an amount that is less than the 
Minimum Beneficial Ownership Amount provided, however, that beneficial ownership interests in the 
Governmental Lender Notes and Funding Loan described in clause (3) of the definition of “Approved 
Transferee” may be sold in any amount without regard to the Minimum Beneficial Ownership Amount.   

(d) No service charge shall be made for any sale or assignment of any portion of the 
Governmental Lender Notes, but the Governmental Lender may require payment of a sum sufficient to 
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cover any tax or other governmental charge that may be imposed in connection with any such sale or 
assignment.  Such sums shall be paid in every instance by the purchaser or assignee of the Funding Loan 
or portion thereof. 

(e) The Governmental Lender Notes shall be in fully-registered form transferable to 
subsequent holders only on the registration books which shall be maintained by the Fiscal Agent for such 
purpose and which shall be open to inspection by the Governmental Lender and the Funding Lender. The 
Governmental Lender Notes shall not be transferred through the services of the Depository Trust Company 
or any other third party registrar. 

(f) The parties agree that no rating shall be sought from a rating agency with respect to the 
Funding Loan or the Governmental Lender Notes. 

ARTICLE III 

PREPAYMENT 

Section 3.1.  Prepayment of a Governmental Lender Note from Prepayment under the 
Related Borrower Note. Each Governmental Lender Note is subject to voluntary and mandatory 
prepayment as follows: 

(a) Each Governmental Lender Note shall be subject to voluntary prepayment in full or in part 
by the Governmental Lender, from funds of the Governmental Lender received by the Governmental 
Lender or the Fiscal Agent, as provided in the Borrower Loan Agreement, to the extent and in the manner 
and on any date that the related Borrower Note is subject to voluntary prepayment as set forth therein, at a 
prepayment price equal to the principal balance of the Borrower Note to be prepaid, plus interest thereon 
to the date of prepayment and the amount of any Prepayment Premium payable under the Borrower Note, 
plus any Additional Borrower Payments due and payable under the Borrower Loan Agreement through the 
date of prepayment. 

The Borrower shall not have the right to voluntarily prepay all or any portion of the Borrower Note, 
thereby causing the Governmental Lender Note to be prepaid, except as specifically permitted in the 
Borrower Note, without the prior written consent of Funding Lender, which may be withheld in Funding 
Lender’s sole and absolute discretion. 

(b) Each Governmental Lender Note shall be subject to mandatory prepayment in whole or in 
part upon prepayment of the related Borrower Note at the direction of the Funding Lender in accordance 
with the terms of the related Borrower Note at a prepayment price equal to the outstanding principal balance 
of the related Borrower Note prepaid, plus accrued interest plus any other amounts payable under the related 
Borrower Note or the Borrower Loan Agreement. 

Section 3.2.  Notice of Prepayment.  Notice of prepayment of the Governmental Lender Note 
shall be deemed given to the extent that notice of prepayment of the related Borrower Note is timely and 
properly given to Funding Lender and the Fiscal Agent in accordance with the terms of the related Borrower 
Note and the Borrower Loan Agreement, and no separate notice of prepayment of the Governmental Lender 
Note is required to be given. 
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ARTICLE IV 

SECURITY 

Section 4.1.  Security for the Funding Loan.  To secure the payment of the Funding Loan and 
each Governmental Lender Note, to declare the terms and conditions on which the Funding Loan and the 
Governmental Lender Note are secured, and in consideration of the terms and provisions of this Funding 
Loan Agreement and of the funding of the Funding Loan by the Funding Lender, the Governmental Lender 
does hereby grant, bargain, sell, remise, release, convey, assign, transfer, mortgage, hypothecate, pledge, 
set over and confirm to the Funding Lender (except as limited herein), a lien on and security interest in the 
following described property (excepting, however, in each case, the Unassigned Rights) (said property, 
rights and privileges being herein collectively called, the “Security”): 

(a) All right, title and interest of the Governmental Lender in, to and under the Borrower Loan 
Agreement and the related Borrower Note, including, without limitation, all rents, revenues and receipts 
derived by the Governmental Lender from the Borrower relating to the Project and including, without 
limitation, all Pledged Revenues, Borrower Loan Payments and Additional Borrower Payments derived by 
the Governmental Lender under and pursuant to, and subject to the provisions of, the Borrower Loan 
Agreement; provided that the pledge and assignment made under this Funding Loan Agreement shall not 
impair or diminish the obligations of the Governmental Lender under the provisions of the Borrower Loan 
Agreement; 

(b) All right, title and interest of the Governmental Lender in, to and under, together with all 
rights, remedies, privileges and options pertaining to, the Funding Loan Documents, and all other payments, 
revenues and receipts derived by the Governmental Lender under and pursuant to, and subject to the 
provisions of, the Funding Loan Documents; 

(c) Any and all moneys and investments from time to time on deposit in, or forming a part of, 
all funds and accounts created and held by the Fiscal Agent under this Funding Loan Agreement and any 
amounts held at any time in the Remaining Funding Loan Proceeds Account, any Negative Arbitrage 
Deposit and any other amounts held under the Contingency Draw-Down Agreement (other than any 
amounts held in the Expense Fund, the Rebate Fund and the Closing Cost Fund), subject to the provisions 
of this Funding Loan Agreement permitting the application thereof for the purposes and on the terms and 
conditions set forth herein; and 

(d) Any and all other real or personal property of every kind and nature or description, which 
may from time to time hereafter, by delivery or by writing of any kind, be subjected to the lien of this 
Funding Loan Agreement as additional security by the Governmental Lender or anyone on its part or with 
its consent, or which pursuant to any of the provisions hereof or of the Borrower Loan Agreement may 
come into the possession or control of the Fiscal Agent or the Funding Lender or a receiver appointed 
pursuant to this Funding Loan Agreement; and the Fiscal Agent or the Funding Lender is hereby authorized 
to receive any and all such property as and for additional security for the Funding Loan and each 
Governmental Lender Note and to hold and apply all such property subject to the terms hereof. 

The pledge and assignment of and the security interest granted in the Security pursuant to this 
Section 4.1 for the payment of the principal of, premium, if any, and interest on each Governmental Lender 
Note, in accordance with its terms and provisions, and for the payment of all other amounts due hereunder, 
shall attach and be valid and binding from and after the time of the delivery of each Governmental Lender 
Note by the Governmental Lender.  The Security so pledged and then or thereafter received by the Fiscal 
Agent or the Funding Lender shall immediately be subject to the lien of such pledge and security interest 
without any physical delivery or recording thereof or further act, and the lien of such pledge and security 
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interest shall be valid and binding and prior to the claims of any and all parties having claims of any kind 
in tort, contract or otherwise against the Governmental Lender irrespective of whether such parties have 
notice thereof. 

Section 4.2.  Delivery of Security.  To provide security for the payment of the Funding Loan and 
each Governmental Lender Note, the Governmental Lender has pledged and assigned to secure payment of 
the Funding Loan and the Governmental Lender Notes its right, title and interest in the Security to the 
Funding Lender.  In connection with such pledge, assignment, transfer and conveyance, the Governmental 
Lender shall deliver to the Funding Lender the following documents or instruments promptly following 
their execution and, to the extent applicable, their recording or filing: 

(a) Each Borrower Note endorsed without recourse to the Funding Lender by the 
Governmental Lender; 

(b) The originally executed Borrower Loan Agreement and Regulatory Agreement; 

(c) The originally executed Security Instrument and all other Borrower Loan Documents 
existing at the time of delivery of the Borrower Notes and an assignment for security of the Security 
Instrument from the Governmental Lender to the Funding Lender, in recordable form; 

(d) Uniform Commercial Code financing statements or other chattel security documents giving 
notice of the Funding Lender’s status as an assignee of the Governmental Lender’s security interest in any 
personal property forming part of the Project, in form suitable for filing; and 

(e) Uniform Commercial Code financing statements giving notice of the pledge by the 
Governmental Lender of the Security pledged under this Funding Loan Agreement. 

The Governmental Lender shall deliver and deposit with the Funding Lender such additional 
documents, financing statements, and instruments as the Funding Lender may reasonably require from time 
to time for the better perfecting and assuring to the Funding Lender of its lien and security interest in and 
to the Security including, at the request of the Funding Lender, any amounts held under the Contingency 
Draw-Down Agreement, at the expense of the Borrower. 

ARTICLE V 

LIMITED LIABILITY 

Section 5.1.  Source of Payment of Funding Loan and Other Obligations.  The Funding Loan 
is a limited obligation of the Governmental Lender, payable solely from the Pledged Revenues and other 
funds and moneys and Security pledged and assigned hereunder.  None of the Governmental Lender, the 
State, or any political subdivision thereof (except the Governmental Lender, to the limited extent set forth 
herein) nor any public agency shall in any event be liable for the payment of the principal of, premium (if 
any) or interest on the Funding Loan or for the performance of any pledge, obligation or agreement of any 
kind whatsoever with respect thereto except as set forth herein, and none of the Funding Loan or the 
Governmental Lender Notes or any of the Governmental Lender’s agreements or obligations with respect 
to the Funding Loan, the Governmental Lender Notes, or hereunder, shall be construed to constitute an 
indebtedness of or a pledge of the faith and credit of or a loan of the credit of or a moral obligation of any 
of the foregoing within the meaning of any constitutional or statutory provision whatsoever.   

Section 5.2.  Exempt from Individual Liability.  No covenant, condition or agreement contained 
herein shall be deemed to be a covenant, agreement or obligation of any present or future officer, director, 
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employee or agent of the Governmental Lender in his individual capacity, and neither the officers, directors, 
employees or agents of the Governmental Lender executing the Governmental Lender Notes or this Funding 
Loan Agreement shall be liable personally on the Governmental Lender Notes or under this Funding Loan 
Agreement or be subject to any personal liability or accountability by reason of the issuance of the 
Governmental Lender Notes or the execution of this Funding Loan Agreement. 

ARTICLE VI 

CLOSING CONDITIONS; APPLICATION OF FUNDS 

Section 6.1.  Conditions Precedent to Closing.  Closing of the Funding Loan on the Closing Date 
shall be conditioned upon satisfaction or waiver by the Funding Lender in its sole discretion of each of the 
conditions precedent to closing set forth in this Funding Loan Agreement (other than the requirements in 
clauses (g) and (h) of this section as applicable to deliverables to the Governmental Lender, or the 
requirements in clauses (e) and (i) below, each of which may only be waived by the Governmental Lender), 
including but not limited to the following: 

(a) Receipt by the Funding Lender of the original Governmental Lender Notes, authenticated 
by the Fiscal Agent; 

(b) Receipt by the Funding Lender of the original executed Borrower Notes, endorsed without 
recourse to the Funding Lender by the Governmental Lender; 

(c) Receipt by the Funding Lender of executed counterpart copies of this Funding Loan 
Agreement, the Borrower Loan Agreement, the Construction Funding Agreement, the Regulatory 
Agreement, the Tax Certificates and the Security Instrument; 

(d) A certified copy of the Resolution; 

(e) The Required Transferee Representations from the Funding Lender; 

(f) Delivery into escrow or to the Fiscal Agent, as appropriate, of all amounts required to be 
paid in connection with the origination of the Borrower Loan and the Funding Loan and any underlying 
real estate transfers or transactions, including the Costs of Funding Deposit, in accordance with Section 
2.3(c)(ii) of the Borrower Loan Agreement; 

(g) Receipt by the Governmental Lender and the Funding Lender of a Tax Counsel Approving 
Opinion; 

(h) Receipt by the Funding Lender and the Governmental Lender of an Opinion of Counsel 
from Tax Counsel to the effect that the Governmental Lender Notes are exempt from registration under the 
Securities Act of 1933, and this Funding Loan Agreement is exempt from qualification under the Trust 
Indenture Act of 1939, as amended; 

(i) Delivery of an Opinion of Counsel to the Borrower addressed to the Governmental Lender 
and the Funding Lender to the effect that the Borrower Loan Documents and the Regulatory Agreement are 
valid and binding obligations of the Borrower, enforceable against the Borrower in accordance with their 
terms, subject to such exceptions and qualifications as are acceptable to the Governmental Lender; and 
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(j) Receipt by the Funding Lender and the Governmental Lender of any other documents or 
opinions that the Funding Lender, the Governmental Lender or Tax Counsel may require in connection 
with the closing. 

ARTICLE VII 

FUNDS AND ACCOUNTS 

Section 7.1.  Authorization to Create Funds and Accounts.  Except as provided in Section 7.3 
hereof, No funds or accounts shall be established in connection with the Funding Loan at the time of closing 
and origination of the Funding Loan.  The Funding Lender, the Fiscal Agent (as directed by the Funding 
Lender) and the Servicer, if any, and any designee of the Funding Lender or the Servicer, are authorized to 
establish and create from time to time such other funds and accounts or subaccounts as may be necessary 
for the deposit of moneys (including, without limitation, insurance proceeds and/or condemnation awards), 
if any, received by the Governmental Lender, the Funding Lender, the Fiscal Agent or the Servicer pursuant 
to the terms hereof or any of the other Funding Loan Documents and not immediately transferred or 
disbursed pursuant to the terms of the Funding Loan Documents and/or the Borrower Loan Documents. 

Section 7.2.  Investment of Funds.  Amounts held in any funds or accounts created under this 
Funding Loan Agreement shall be invested in Permitted Investments at the direction of the Borrower, 
subject in all cases to the restrictions of Section 8.7 hereof and of the Tax Certificates. 

Section 7.3.  Establishment of Funds.  There are established with the Fiscal Agent the following 
funds and accounts: 

(a) The Funding Loan Payment Fund; 

(b) The Project Fund, and within the Project Fund a Note Proceeds Account, a Capitalized 
Interest Account[], a Borrower Equity Account, a Remaining Funding Loan Proceeds 
Account and a Negative Arbitrage Account; 

(c) The Expense Fund;  

(d) The Closing Costs Fund; and 

(e) The Rebate Fund. 

All money required to be deposited with or paid to the Fiscal Agent for the account of any of the 
funds or accounts created by this Funding Loan Agreement shall be held by the Fiscal Agent for the benefit 
of the Funding Lender, and except for money held in the Expense Fund, Rebate Fund and Closing Costs 
Fund, shall, while held by the Fiscal Agent, constitute part of the Pledged Revenues and be subject to the 
lien hereof.   

All money to be deposited with or paid to the Fiscal Agent shall be wired to the Fiscal Agent 
pursuant to the wiring instructions delivered by the Fiscal Agent to the Borrower or the Funding Lender, as 
the case may be.  The Fiscal Agent shall provide Written Notice of any change to such wiring instructions 
to the Funding Lender and the Borrower no less than five (5) Business Days prior to the next payment date 
for which such revised instructions will be applicable.    

Section 7.4.  Funding Loan Payment Fund.  The Governmental Lender and the Borrower shall 
have no interest in the Funding Loan Payment Fund or the moneys therein, which shall always be 

Commented [ML1]:  We likely don’t need separate A and B 
Accounts as these will likely be one issue for tax purposes   
Determination will be finalized later. 
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maintained by the Fiscal Agent completely separate and segregated from all other moneys held hereunder 
and from any other moneys of the Governmental Lender and the Borrower. 

The Fiscal Agent shall deposit into the Funding Loan Payment Fund any amounts received from 
the Borrower as payments of principal of, premium, if any, or interest on the Borrower Loan and any other 
amounts received by the Fiscal Agent that are subject to the lien and pledge of this Funding Loan 
Agreement, including any Pledged Revenues not required to be deposited to the Expense Fund or not 
otherwise specifically directed in writing to be deposited into other funds created by this Funding Loan 
Agreement. 

The Fiscal Agent shall apply all amounts on deposit in the Funding Loan Payment Fund in the 
following order of priority: 

First, to pay or provide for the payment of the interest then due on the Funding Loan; 

Second, to pay or provide for the payment or the prepayment of principal (and premium, if any) on 
the Funding Loan, provided moneys have been transferred or deposited into the Funding Loan Payment 
Fund for such purpose; and 

Third, to pay or provide for the payment of the Funding Loan on the Maturity Date. 

Section 7.5.  Expense Fund.  The Fiscal Agent shall deposit in the Expense Fund the amounts 
required by the Regulatory Agreement or the Borrower Loan Agreement to be paid by the Borrower to the 
Governmental Lender or the Fiscal Agent.  Amounts on deposit in the Expense Fund shall be used to pay 
the fees and expenses of the Governmental Lender and the Fiscal Agent, as and when the same become 
due.  In that regard, moneys in the Expense Fund shall be withdrawn or maintained, as appropriate, by the 
Fiscal Agent to pay: (a) any Ongoing Governmental Lender Fee; (b) the Fiscal Agent Fee due pursuant to 
subpart (i) of the definition of “Fiscal Agent Fees” herein; (c) upon receipt, to the Fiscal Agent, any amounts 
due to the Fiscal Agent which have not been paid, other than amounts paid in accordance with clause (b) 
hereof; and (d) upon receipt, to, or at the direction of, the Governmental Lender, any amounts owing the 
Governmental Lender by the Borrower and then due and unpaid, other than amounts paid in accordance 
with clause (a) hereof. 

In the event that the amounts on deposit in the Expense Fund are not equal to the amounts payable 
from the Expense Fund as provided in the preceding paragraph on any date on which such amounts are due 
and payable, the Fiscal Agent shall give notice to the Borrower of such deficiency and of the amount of 
such deficiency and request payment within two Business Days to the Fiscal Agent of the amount of such 
deficiency. 

Written notice of any deficiency, which results in the Governmental Lender not receiving the any 
Ongoing Governmental Lender Fee on the applicable due date, shall be provided by the Fiscal Agent to the 
Governmental Lender (with a copy to the Borrower and the Funding Lender) within 10 days of the 
respective due date. 

Upon payment by the Borrower of such deficiency, the amounts for which such deficiency was 
requested shall be paid by the Fiscal Agent. 

The initial Governmental Lender Fee shall be paid to the Governmental Lender on the Closing 
Date.  Notwithstanding anything herein to the contrary, the Fiscal Agent, on behalf of the Governmental 
Lender, shall prepare and submit a written invoice to the Borrower for payment of any Ongoing 
Governmental Lender Fee not later than 30 days prior to the due date for payment of such Ongoing 
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Governmental Lender Fee, and shall remit moneys received by the Borrower to the Governmental Lender 
for payment of such fee. 

Section 7.6.  Closing Costs Fund.  On the Closing Date, the Borrower shall deposit or cause to be 
deposited with the Fiscal Agent, for deposit in the Closing Costs Fund, an amount equal to $________ to 
pay Costs of Funding.  Amounts in the Closing Costs Fund shall be disbursed by the Fiscal Agent to pay 
Costs of Funding on the Closing Date or as soon as practicable thereafter as set forth in a closing 
memorandum prepared by the Funding Lender and approved by the Governmental Lender, pursuant to a 
Written Requisition in the form attached hereto as Exhibit D.  Any interest earnings on amounts on deposit 
in the Closing Costs Fund shall remain in the Closing Costs Fund.  Any moneys remaining in the Closing 
Costs Fund (including investment proceeds) after the earlier of: (a) the payment of all costs of issuance as 
certified in writing to the Fiscal Agent by the Borrower; or (b) a period of six (6) months after the Closing 
Date, shall be paid to or at the direction of the Borrower and the Closing Costs Fund shall be closed. 

Section 7.7.  Project Fund. 

(a) All proceeds of the Funding Loan provided by the Funding Lender shall be deposited to 
the Note Proceeds Account [or Capitalized Interest Account] of the Project Fund and disbursed as herein 
provided; provided, however, that any proceeds of the Funding Loan funded pursuant to the Contingency 
Draw-Down Agreement shall be deposited to the Remaining Funding Loan Proceeds Account of the Project 
Fund and disbursed as herein provided.  The Fiscal Agent shall disburse moneys in the Project Fund for the 
rehabilitation, construction, improvement and equipping of the Project, to pay other Qualified Project Costs 
and to pay other costs related to the Project as further provided herein.   

Not less than 95% of the moneys deposited in and credited to the Note Proceeds Account and 
Remaining Funding Loan Proceeds Account of the Project Fund representing the proceeds of the Funding 
Loan, including investment income thereon, will be expended for Qualified Project Costs (the “95% 
Requirement”).  The amounts on deposit in the Note Proceeds Account and Remaining Funding Loan 
Proceeds Account of the Project Fund shall not be applied to the payment of Closing Costs. 

Before any payment shall be made from the Project Fund, the Regulatory Agreement shall have 
been executed and submitted to a title company for recordation in the official records of Saint Louis County, 
Minnesota, and there shall be filed with the Fiscal Agent a Written Requisition of the Borrower substantially 
in the form attached hereto as Exhibit C and approved by the Funding Lender pursuant to the terms, 
conditions and provisions of the Construction Funding Agreement.   Notwithstanding the foregoing, on the 
Closing Date, the Borrower may deliver to the Fiscal Agent a closing memorandum or similar instrument 
executed by Borrower in lieu of a Written Requisition and directing the disbursement of funds from the 
Project Fund.  

In addition to the above, in connection with a Written Requisition: 

(i) Only the signature of an authorized officer of the Funding Lender shall be required 
on a Written Requisition during any period in which a default by the Borrower has occurred and is 
then continuing under the Borrower Loan (Written Notice of which default has been given in 
writing by an authorized officer of the Funding Lender to the Fiscal Agent and the Governmental 
Lender, and the Fiscal Agent shall be entitled to conclusively rely on any such Written Notice as 
to the occurrence and continuation of such a default). 

(ii) The Fiscal Agent shall disburse amounts in the Project Fund for the payment of 
interest due on the Governmental Lender Notes upon receipt from the Funding Lender of a 
statement detailing the amount due (and without any need for a Written Requisition signed by the 
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Funding Lender or any approval by an Authorized Representative of the Borrower) so long as the 
amounts to be disbursed do not exceed $_________ in the aggregate. 

 
(iii) The Fiscal Agent may conclusively rely on all Written Requisitions, the execution 

of the Written Requisitions by the Authorized Borrower Representative and the approval of all 
Written Requisitions by the Funding Lender, as required by this Section, as conditions of payment 
from the Project Fund, which Written Requisitions constitute, as to the Fiscal Agent, irrevocable 
determinations that all conditions to payment of the specified amounts from the Project Fund have 
been satisfied.  These documents shall be retained by the Fiscal Agent, subject at all reasonable 
times to examination by the Borrower, the Governmental Lender, the Funding Lender and the 
agents and representatives thereof upon reasonable notice to the Fiscal Agent.  The Fiscal Agent is 
not required to inspect the Project or the rehabilitation or construction work or to make any 
independent investigation with respect to the matters set forth in any Written Requisition or other 
statements, orders, certifications and approvals received by the Fiscal Agent.  The Fiscal Agent is 
not required to obtain completion bonds, lien releases or otherwise supervise the acquisition, 
rehabilitation, construction, equipping, improvement and installation of the Project. 

(b) Upon receipt of each Written Requisition submitted by the Borrower and approved in 
writing by the Funding Lender, the Fiscal Agent shall promptly, but in any case within three Business Days, 
make payment from the appropriate Account within the Project Fund in accordance with such Written 
Requisition.  The Fiscal Agent shall have no duty to determine whether any requested disbursement from 
the Project Fund complies with the terms, conditions and provisions of the Funding Loan Documents, 
constitutes payment of Qualified Project Costs or complies with the 95% Requirement.  The approval in 
writing of a Written Requisition by the Funding Lender shall be deemed a certification and, insofar as the 
Fiscal Agent and the Governmental Lender are concerned, shall constitute conclusive evidence that all of 
the terms, conditions and requirements of the Funding Loan Documents applicable to such disbursement 
have been fully satisfied or waived and the Written Requisition from the Borrower shall, insofar as the 
Fiscal Agent and the Governmental Lender, as applicable, are concerned, constitute conclusive evidence 
that the costs described in the Written Requisition constitute Qualified Project Costs or other permitted 
Project costs. 

The Fiscal Agent shall provide Written Notice to the Borrower, the Funding Lender and the 
Governmental Lender if there are not sufficient funds available to or on deposit with the Fiscal Agent to 
make the disbursements as and when required by this Section 7.7(b).  Except as provided in the next 
sentence, all such payments shall be made by check or draft payable, or by wire transfer, either: (i) directly 
to the person, firm or corporation to be paid; (ii) to the Borrower and such person, firm or corporation; or 
(iii) upon receipt by the Funding Lender of evidence that the Borrower has previously paid such amount 
and Written Direction to the Fiscal Agent as to such as evidenced by the Funding Lender’s approval of the 
Written Requisition, to the Borrower.  Upon the occurrence of an Event of Default of the Borrower of which 
the Fiscal Agent has knowledge as provided herein, which is continuing under the Funding Loan 
Documents, with the Written Consent of the Funding Lender, the Fiscal Agent may apply amounts on 
deposit in the Project Fund to the payment of principal of and interest on the Funding Loan.  If a Written 
Requisition signed by the Authorized Borrower Representative and countersigned by an authorized officer 
of the Funding Lender is received by the Fiscal Agent, the requested disbursement shall be paid by the 
Fiscal Agent as soon as practicable, but in no event later than three Business Days following receipt thereof 
by the Fiscal Agent.  Upon final disbursement of all amounts on deposit in the Project Fund, the Fiscal 
Agent shall close the Project Fund. 

(c) [Moneys on deposit in the Capitalized Interest Account of the Project Fund, together with 
investment earnings thereon, which shall be retained therein, shall be transferred to the Funding Loan 
Payment Fund and applied pursuant to Section 7.4 on each Borrower Loan Payment Date to the extent 
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necessary to enable the Fiscal Agent to pay interest due on the Funding Loan on such date; provided that, 
upon receipt of a Written Direction of the Borrower, moneys on deposit in the Capitalized Interest Account 
of the Project Fund shall be transferred to the Servicer on the date when due under the Borrower Note in an 
amount as set forth in such Written Direction which amount shall represent the Borrower Loan Payment 
due at such time.  Upon the request of the Fiscal Agent, the Servicer shall provide the Fiscal Agent with a 
schedule of the Borrower Loan Payment Dates and corresponding Borrower Loan Payment amounts.  The 
transfer of moneys from the Capitalized Interest Account of the Project Fund to the Funding Loan Payment 
Fund or the Servicer as set forth above shall occur automatically without the need for a Written Requisition 
of the Borrower, or consent of the Funding Lender.  After the Closing Date, the Borrower, with the written 
consent of the Funding Lender, may deposit additional funds into the Capitalized Interest Account.  ,  

Notwithstanding the foregoing, investment earnings on deposit in the Capitalized Interest Account may,  at 
the direction of the Borrower and with the consent of the Funding Lender, be transferred to the Note 
Proceeds Account of the Project Fund (only to the extent such amounts in the Capitalized Interest Account 
were derived from the investment of proceeds of the Notes) or otherwise to the Borrower Equity Account 
of the Project Fund, in each case to be disbursed on the terms and conditions provided therein.]  

(d) Moneys deposited to the Negative Arbitrage Account of the Project Fund pursuant to the 
Contingency Draw-Down Agreement, together with investment earnings thereon, which shall be retained 
therein, shall be transferred to the Funding Loan Payment Fund and applied pursuant to Section 7.4 on each 
Borrower Loan Payment Date to the extent necessary to enable the Fiscal Agent to pay interest due on the 
Funding Loan on such date.  The transfer of moneys from the Negative Arbitrage Account of the Project 
Fund to the Funding Loan Payment Fund shall occur automatically without the need for a Written 
Requisition of the Borrower, or consent of the Funding Lender. 

   
(e) Amounts shall be deposited into the Borrower Equity Account on or after the Closing Date 

by transfer of Borrower equity to the Fiscal Agent for deposit therein.  Amounts on deposit in the Borrower 
Equity Account of the Project Fund shall be disbursed from time to time by the Fiscal Agent to pay 
designated amounts as set forth in and upon receipt of a Written Requisition of the Borrower substantially 
in the form attached hereto as Exhibit C signed by an Authorized Borrower Representative and the Funding 
Lender.  Any funds remaining on deposit in the Borrower Equity Account of the Project Fund following 
the completion of the Project shall be applied as set forth in the written instructions of the Borrower and 
Funding Lender.  Any amounts remaining on deposit in the Borrower Equity Account of the Project Fund 
on the Conversion Date shall be paid by the Fiscal Agent to the Borrower. 
 

(f) Prior to any mandatory prepayment of the Funding Loan pursuant to the terms hereof, any 
amounts then remaining in the Project Fund shall, at the written direction of the Funding Lender, be 
transferred to the Funding Loan Payment Fund to be applied to the prepayment of the Funding Loan 
pursuant hereto. 

Section 7.8.  Rebate Fund.  The Fiscal Agent shall deposit or transfer to the credit of the Rebate 
Fund each amount delivered to the Fiscal Agent by the Borrower for deposit thereto and each amount 
directed by the Borrower to be transferred thereto pursuant to Section 5.35 of the Borrower Loan 
Agreement. 

Section 7.9.  Investments. 

(a) Amounts on deposit in the Project Fund shall be invested in Permitted Investments directed 
in writing by the Borrower.  Borrower has directed that, in the absence of investment instructions from the 
Borrower, monies shall be invested in Morgan Stanley Institutional Liquidity Government MAYXX (the 
“Fund”). The Borrower acknowledges receipt of a prospectus for the Fund which, among other things, 
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describes the fees and expenses paid by the Fund, including fees paid to the Fiscal Agent for servicing the 
Fund (which affect the return on investment). The Borrower acknowledges that the Fund is not an FDIC-
insured bank deposit, is not an obligation of or guaranteed by the Fiscal Agent or its affiliates, and may 
involve investment risk, including loss of principal.  Investment Income earned on amounts on deposit in 
each account of the Project Fund shall be retained in and credited to and become a part of the amounts on 
deposit in that account of the Project Fund. 

(b) Amounts on deposit in the Funding Loan Payment Fund, Expense Fund, Rebate Fund and 
Closing Costs Fund shall be invested in Permitted Investments directed in writing by the Borrower.  
Investment income earned on amounts on deposit in each account of the Funding Loan Payment Fund, 
Expense Fund, Rebate Fund and Closing Costs Fund shall be retained in and credited to and become a part 
of the amounts on deposit in that account of the Funding Loan Payment Fund, Expense Fund, Rebate Fund 
and Closing Costs Fund. 

Notwithstanding anything herein to the contrary, investment earnings on deposit in the Funding 
Loan Payment Fund, Expense Fund and Closing Costs Fund may, at the direction of the Borrower and with 
the consent of the Funding Lender, be transferred to the Note Proceeds Account of the Project Fund (only 
to the extent such amounts were derived from the investment of proceeds of the Notes) or otherwise to the 
Borrower Equity Account of the Project Fund, in each case to be disbursed on the terms and conditions 
provided therein. 
 

The Fiscal Agent may make any and all investments permitted under this Funding Loan Agreement 
through its own trust or banking department or any affiliate and may pay said department reasonable, 
customary fees for placing such investments.  The Fiscal Agent and its affiliates may act as principal, agent, 
sponsor, advisor or depository with respect to Permitted Investments under this Funding Loan Agreement.  
The Fiscal Agent shall not be liable for any losses from investments made by the Fiscal Agent in accordance 
with this Funding Loan Agreement. 

 
The Governmental Lender, the Funding Lender and the Borrower (by its execution of the Borrower 

Loan Agreement) acknowledge that to the extent regulations of the Comptroller of the Currency or other 
applicable regulatory entity grant the Governmental Lender or the Funding Lender the right to receive 
brokerage confirmations of security transactions as they occur, the Governmental Lender and the Funding 
Lender will not receive such confirmations to the extent permitted by law.  The Fiscal Agent shall furnish 
the Borrower, the Funding Lender and the Governmental Lender (to the extent requested by such parties) 
periodic cash transaction statements which shall include detail for all investment transactions, if any, made 
by the Fiscal Agent hereunder. 

ARTICLE VIII 
 

REPRESENTATIONS AND COVENANTS 

Section 8.1.  General Representations.  The Governmental Lender makes the following 
representations as the basis for the undertakings on its part herein contained: 

(a) The Governmental Lender is a municipal corporation and political subdivision organized 
and existing under the laws of the State of Minnesota, has the power and authority to (i) enter into the 
Funding Loan Documents to which it is a party and the transactions contemplated thereby, (ii) incur the 
limited obligation represented by the Governmental Lender Notes and the Funding Loan and apply the 
proceeds of such obligation or loan to finance the Project and (iii) carry out its other obligations under this 
Funding Loan Agreement and the Governmental Lender Notes, and by proper action has duly authorized 
the Governmental Lender’s execution and delivery of, and its performance under, such Funding Loan 
Documents and all other agreements and instruments relating thereto. 

Commented [ML3]:  Joe Walsh would like to confirm that 
monthly statements should and will be available on our portal. 
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(b) The Governmental Lender is not in default under or in violation of, and the execution and 
delivery of the Funding Loan Documents to which it is a party and its compliance with the terms and 
conditions thereof will not conflict or constitute a default under or a violation of, (i) the Act, (ii) to its 
knowledge, any other existing laws, rules, regulations, judgments, decrees and orders applicable to it, or 
(iii) to its knowledge, the provisions of any agreements and instruments to which the Governmental Lender 
is a party, a default under or violation of which would prevent it from entering into this Funding Loan 
Agreement, executing and delivering the Governmental Lender Notes, financing the Project, executing and 
delivering the other Funding Loan Documents to which it is a party or consummating the transactions 
contemplated thereby, and, to its knowledge, no event has occurred and is continuing under the provisions 
of any such agreement or instrument or otherwise that with the lapse of time or the giving of notice, or both, 
would constitute such a default or violation (it being understood, however, that the Governmental Lender 
is making no representations as to the necessity of registering the Borrower Note pursuant to any securities 
laws or complying with any other requirements of securities laws). 

(c) No litigation, inquiry or investigation of any kind in or by any judicial or administrative 
court or agency is pending or, to the knowledge of the Governmental Lender, threatened against the 
Governmental Lender with respect to (i) the organization and existence of the Governmental Lender, (ii) 
its authority to execute or deliver the Funding Loan Documents to which it is a party, (iii) the validity or 
enforceability of any such Funding Loan Documents or the transactions contemplated thereby, (iv) the title 
of any officer of the Governmental Lender who executed such Funding Loan Documents or (v) any 
authority or proceedings relating to the execution and delivery of such Funding Loan Documents on behalf 
of the Governmental Lender, and no such authority or proceedings have been repealed, revoked, rescinded 
or amended but are in full force and effect. 

(d) The revenues and receipts to be derived from the Borrower Loan Agreement, the Borrower 
Note and this Funding Loan Agreement have not been pledged previously by the Governmental Lender to 
secure any of its notes or bonds other than the Funding Loan as evidenced by the Governmental Lender 
Notes. 

(e) The Minnesota Management and Budget has provided an allocation of the State’s 2025  
private activity bond volume cap under section 146 of the Code to the Governmental Lender for the 
Governmental Lender Notes, the Governmental Lender has timely made any required carry forward 
election with respect to such allocation. The Governmental Lender hereby elects to apply the alternative 
option under clause (2) of the first paragraph of Section 3.01 of IRS Notice 2011-63 with respect to the 
issue date of the Governmental Lender Notes; and, in connection therewith, has directed Tax Counsel to 
include the information on Form 8038 filed for the Governmental Lender Notes that is required by section 
3.03 of said Notice, to the extent Tax Counsel deems applicable. 

THE GOVERNMENTAL LENDER MAKES NO REPRESENTATION, COVENANT OR 
AGREEMENT AS TO THE FINANCIAL POSITION OR BUSINESS CONDITION OF THE 
BORROWER OR THE PROJECT AND DOES NOT REPRESENT OR WARRANT AS TO ANY 
STATEMENTS, MATERIALS, REPRESENTATIONS OR CERTIFICATIONS FURNISHED BY THE 
BORROWER IN CONNECTION WITH THE FUNDING LOAN OR AS TO THE CORRECTNESS, 
COMPLETENESS OR ACCURACY THEREOF. 

Section 8.2.  No Encumbrance on Security.  The Governmental Lender will not knowingly create 
or knowingly permit the creation of any mortgage, pledge, lien, charge or encumbrance of any kind on the 
Security or any part thereof prior to or on a parity with the lien of this Funding Loan Agreement, except as 
expressly permitted or contemplated by the Funding Loan Documents. 
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Section 8.3.  Repayment of Funding Loan.  Subject to the provisions of Articles III and V hereof, 
the Governmental Lender will duly and punctually repay, or cause to be repaid, the Funding Loan, as 
evidenced by the Governmental Lender Notes, as and when the same shall become due, all in accordance 
with the terms of the Governmental Lender Notes and this Funding Loan Agreement. 

Section 8.4.  Servicer.  The Funding Lender may appoint a Servicer to service and administer the 
Funding Loan and/or the Borrower Loan on behalf of the Funding Lender and the Fiscal Agent, including, 
without limitation the fulfillment of rights and responsibilities granted by Governmental Lender to Funding 
Lender pursuant to Section 2.1 of the Borrower Loan Agreement. 

Section 8.5.  Borrower Loan Agreement Performance. 

(a) The Funding Lender, the Fiscal Agent and the Servicer, if any, on behalf of the 
Governmental Lender, may (but shall not be required or obligated) perform and observe any agreement or 
covenant of the Governmental Lender under the Borrower Loan Agreement, all to the end that the 
Governmental Lender’s rights under the Borrower Loan Agreement may be unimpaired and free from 
default. 

(b) The Governmental Lender will promptly notify or cause to be notified the Borrower, the 
Fiscal Agent, the Servicer, if any, and the Funding Lender in writing of the occurrence of any Borrower 
Loan Agreement Default, provided that the Governmental Lender has received written notice or otherwise 
has knowledge of such event. 

Section 8.6.  Maintenance of Records; Inspection of Records. 

(a) The Fiscal Agent shall keep and maintain adequate records pertaining to any funds and 
accounts established hereunder, including all deposits to and disbursements from said funds and accounts 
and shall keep and maintain the registration books for the Governmental Lender Note and interests therein.  
The Fiscal Agent shall retain in its possession all certifications and other documents presented to it, all such 
records and all records of principal, interest and premium paid on the Funding Loan, subject to the 
inspection of the Funding Lender and the Governmental Lender and their representatives at all reasonable 
times and upon reasonable prior notice. 

(b) The Governmental Lender and the Funding Lender will at any and all times, upon the 
reasonable request of the Servicer, if any, the Borrower, the Fiscal Agent, the Governmental Lender or the 
Funding Lender, afford and procure a reasonable opportunity by their respective representatives to inspect 
the books, records, reports and other papers of the Governmental Lender or the Funding Lender, as 
appropriate, relating to the Project and the Funding Loan, if any, and to make copies thereof. 

Section 8.7.  Tax Covenants.  The Governmental Lender covenants to and for the benefit of the 
Fiscal Agent and the Funding Lender that, notwithstanding any other provisions of this Funding Loan 
Agreement or of any other instrument, it will (subject to the limited liability provisions hereof): 

(a) Require the Borrower to execute the Regulatory Agreement as a condition of funding the 
Borrower Loan; 

(b) Not knowingly take or cause to be taken any action or actions, or knowingly fail to take 
any action or actions, which would cause the interest payable on the Governmental Lender Note to be 
includable in gross income for federal income tax purposes; 
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(c) Whenever and so often as requested by Funding Lender, the Governmental Lender (at the 
sole cost and expense of the Borrower) shall do and perform all acts and things permitted by law and 
necessary or desirable in order to assure that interest paid by the Governmental Lender on the Governmental 
Lender Note will be excluded from the gross income of the Noteowner, for federal income tax purposes, 
pursuant to Section 103 of the Code, except in the event where any owner of the Governmental Lender 
Note or a portion thereof is a “substantial user” of the facilities financed with the Funding Loan or a “related 
person” within the meaning of Section 147(a) of the Code; 

(d) Not knowingly take any action or, solely in reliance upon the covenants and representations 
of the Borrower in the Borrower Loan Agreement, in the Regulatory Agreement and in the Tax Certificates, 
knowingly permit or suffer any action to be taken if the result of the same would be to cause the 
Governmental Lender Note to be “federally guaranteed” within the meaning of Section 149(b) of the Code 
and the Regulations; 

(e) Require the Borrower to agree, solely by causing the Borrower to execute and deliver the 
Borrower Loan Agreement, not to commit any act and not to make any use of the proceeds of the Funding 
Loan, or any other moneys which may be deemed to be proceeds of the Funding Loan pursuant to the Code, 
which would cause the Governmental Lender Note to be an “arbitrage bond” within the meaning of Sections 
103(b) and 148 the Code, and to comply with the requirements of the Code throughout the term of the 
Funding Loan; and 

(f) Require the Borrower, solely by causing the Borrower to execute and deliver the Borrower 
Loan Agreement, to take all steps necessary to compute and pay any rebatable arbitrage in accordance with 
Section 148(f) of the Code. 

In furtherance of the covenants in this Section 8.7, the Governmental Lender and the Borrower 
shall execute, deliver and comply with the provisions of the Tax Certificates (to the extent that the 
Governmental Lender is a party), which are by this reference incorporated into this Funding Loan 
Agreement and made a part of this Funding Loan Agreement as if set forth in this Funding Loan Agreement 
in full.  In the event of any conflict between this Funding Loan Agreement and the Tax Certificates, the 
requirements of the Tax Certificates shall control. 

For purposes of this Section 8.7 the Governmental Lender’s compliance shall be based solely on 
matters within the Governmental Lender’s knowledge and control and no acts, omissions or directions of 
the Borrower, the Fiscal Agent, the Funding Lender or any other Persons shall be attributed to the 
Governmental Lender. 

In complying with the foregoing covenants, the Governmental Lender may rely from time to time 
on a Tax Counsel No Adverse Effect Opinion or other appropriate opinion of Tax Counsel. 

Section 8.8.  Performance by the Borrower.  Without relieving the Governmental Lender from 
the responsibility for performance and observance of the agreements and covenants required to be 
performed and observed by it hereunder, the Borrower, on behalf of the Governmental Lender, may perform 
any such agreement or covenant if no Borrower Loan Agreement Default or Potential Default under the 
Borrower Loan Agreement exists. 
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ARTICLE IX 

DEFAULT; REMEDIES 

Section 9.1.  Events of Default.  Any one or more of the following shall constitute an event of 
default (an “Event of Default”) under this Funding Loan Agreement (whatever the reason for such event 
and whether it shall be voluntary or involuntary or be effected by operation of law or pursuant to any 
judgment, decree or order of any court or any order, rule or regulation of any administrative or 
Governmental Authority): 

(a) A default in the payment of any interest on a Governmental Lender Note when such interest 
becomes due and payable; or 

(b) A default in the payment of principal of, or premium on, a Governmental Lender Note 
when such principal or premium becomes due and payable, whether at its stated maturity, by declaration of 
acceleration or call for mandatory prepayment or otherwise; or 

(c) Subject to Section 8.8 hereof, default in the performance or breach of any material covenant 
or warranty of the Governmental Lender in this Funding Loan Agreement (other than a covenant or 
warranty or default in the performance or breach of which is elsewhere in this Section specifically dealt 
with), and continuance of such default or breach for a period of 30 days after there has been given written 
notice, as provided in Section 11.1 hereof, to the Governmental Lender and the Borrower by the Funding 
Lender or the Servicer, specifying such default or breach and requiring it to be remedied and stating that 
such notice is a “Notice of Default” under this Funding Loan Agreement; provided that, so long as the 
Governmental Lender has commenced to cure such failure to observe or perform within the thirty (30) day 
cure period and the subject matter of the default is not capable of cure within said thirty (30) day period 
and the Governmental Lender is diligently pursuing such cure to the Funding Lender’s satisfaction, with 
the Funding Lender’s Written Direction or Written Consent, then the Governmental Lender shall have an 
additional period of time as reasonably necessary (not to exceed 30 days unless extended in writing by the 
Funding Lender) within which to cure such default; or 

(d) A default in the payment of any Additional Borrower Payments; or 

(e) Any other “Default” or “Event of Default” (as defined in the applicable agreement) under 
any of the other Funding Loan Documents (taking into account any applicable grace periods therein). 

Section 9.2.  Acceleration of Maturity; Rescission and Annulment. 

(a) Subject to the provisions of Section 9.9 hereof, upon the occurrence of an Event of Default 
under Section 9.1 hereof, then and in every such case, the Funding Lender may declare the principal of the 
Funding Loan and the Governmental Lender Note and the interest accrued to be immediately due and 
payable, by notice to the Governmental Lender and the Borrower and upon any such declaration, all 
principal of and Prepayment Premium, if any, and interest on the Funding Loan and the Governmental 
Lender Note shall become immediately due and payable. 

(b) At any time after a declaration of acceleration has been made pursuant to subsection (a) of 
this Section, the Funding Lender may by Written Notice to the Governmental Lender, rescind and annul 
such declaration and its consequences if: 

(i) There has been deposited with the Funding Lender a sum sufficient to pay (1) all 
overdue installments of interest on the Funding Loan, (2) the principal of and Prepayment Premium 
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on the Funding Loan  that has become due otherwise than by such declaration of acceleration and 
interest thereon at the rate or rates prescribed therefor in the Funding Loan, (3) to the extent that 
payment of such interest is lawful, interest upon overdue installments of interest at the rate or rates 
prescribed therefor in the Funding Loan, and (4) all sums paid or advanced by the Funding Lender 
and the reasonable compensation, expenses, disbursements and advances of the Funding Lender, 
its agents and counsel (but only to the extent not duplicative with subclauses (1) and (3) above); 
and 

(ii) All Events of Default, other than the non payment of the principal of the Funding 
Loan which have become due solely by such declaration of acceleration, have been cured or have 
been waived in writing as provided in Section 9.9 hereof. 

No such rescission and annulment shall affect any subsequent default or impair any right 
consequent thereon. 

(c) Notwithstanding the occurrence and continuation of an Event of Default, it is understood 
that the Funding Lender shall pursue no remedies against the Borrower or the Project if no Borrower Loan 
Agreement Default has occurred and is continuing.  An Event of Default hereunder shall not in and of itself 
constitute a Borrower Loan Agreement Default. 

Section 9.3.  Additional Remedies; Funding Lender Enforcement. 

(a) Upon the occurrence of an Event of Default, the Funding Lender may, subject to the 
provisions of this Section 9.3 and Section 9.9 hereof, proceed to protect and enforce its rights by mandamus 
or other suit, action or proceeding at law or in equity.  No remedy conferred by this Funding Loan 
Agreement upon or remedy reserved to the Funding Lender is intended to be exclusive of any other remedy, 
but each such remedy shall be cumulative and shall be in addition to any other remedy given to the Funding 
Lender hereunder or now or hereafter existing at law or in equity or by statute. 

(b) Upon the occurrence and continuation of any Event of Default, the Funding Lender may 
proceed forthwith to protect and enforce its rights and this Funding Loan Agreement by such suits, actions 
or proceedings as the Funding Lender, in its sole discretion, shall deem expedient.  Funding Lender shall 
have upon the occurrence and continuation of any Event of Default all rights, powers, and remedies with 
respect to the Security as are available under the Uniform Commercial Code applicable thereto or as are 
available under any other applicable law at the time in effect and, without limiting the generality of the 
foregoing, the Funding Lender may proceed at law or in equity or otherwise, to the extent permitted by 
applicable law: 

(i) to take possession of the Security or any part thereof, with or without legal process, 
and to hold, service, administer and enforce any rights thereunder or thereto, and otherwise exercise 
all rights of ownership thereof, including (but not limited to) the sale of all or part of the Security;  

(ii) to become mortgagee of record for the Borrower Loan including, without 
limitation, completing the assignment of the Security Instrument by the Governmental Lender to 
the Funding Lender as anticipated by this Funding Loan Agreement, and recording the same in the 
real estate records of the jurisdiction in which the Project is located, without further act or consent 
of the Governmental Lender, and to service and administer the same for its own account; 

(iii) to service and administer the Funding Loan as agent and on behalf of the 
Governmental Lender or otherwise, and, if applicable, to take such actions necessary to enforce the 
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Borrower Loan Documents and the Funding Loan Documents on its own behalf, and to take such 
alternative courses of action, as it may deem appropriate; or 

(iv) to take such steps to protect and enforce its rights whether by action, suit or 
proceeding in equity or at law for the specific performance of any covenant, condition or agreement 
in the Governmental Lender Note, this Funding Loan Agreement or the other Funding Loan 
Documents, or the Borrower Loan Documents, or in and of the execution of any power herein 
granted, or for foreclosure hereunder, or for enforcement of any other appropriate legal or equitable 
remedy or otherwise as the Funding Lender may elect. 

(c) Whether or not an Event of Default has occurred, the Funding Lender, in its sole discretion, 
shall have the sole right to waive or forbear any term, condition, covenant or agreement of the Security 
Instrument, the Borrower Loan Agreement, the Borrower Note or any other Borrower Loan Documents or 
Funding Loan Documents applicable to the Borrower, or any breach thereof, other than a covenant that 
would adversely impact the tax exempt status of the interest on the Governmental Lender Note, and 
provided that the Governmental Lender may enforce specific performance with respect to the Unassigned 
Rights; provided, however, that any such forbearance by the Funding Lender in the exercise of its remedies 
under the Funding Loan Documents shall not be construed as a waiver by the Funding Lender of any 
Conditions to Conversion. 

(d) If the Borrower defaults in the performance or observance of any covenant, agreement or 
obligation of the Borrower set forth in the Regulatory Agreement, and if such default remains uncured for 
a period of 60 days after the Borrower and the Funding Lender receive Written Notice stating that a default 
under the Regulatory Agreement has occurred and specifying the nature of the default, the Funding Lender 
shall have the right to seek specific performance of the provisions of the Regulatory Agreement or to 
exercise its other rights or remedies thereunder. 

(e) If the Borrower defaults in the performance of its obligations under the Borrower Loan 
Agreement to make rebate payments, to comply with any applicable continuing disclosure requirements, or 
to make payments owed pursuant to Sections 2.5, 5.14 or 5.15 of the Borrower Loan Agreement for fees, 
expenses or indemnification, the Funding Lender shall have the right to exercise all its rights and remedies 
thereunder (subject to the last paragraph of Section 9.14 hereof). 

Section 9.4.  Application of Money Collected.  Any money collected by the Funding Lender 
pursuant to this Article and any other sums then held by the Funding Lender as part of the Security, shall 
be applied in the following order, at the date or dates fixed by the Funding Lender: 

(a) First:  To the payment of any and all amounts due under the Funding Loan Documents 
other than with respect to principal and interest accrued on the Funding Loan, including, without limitation, 
any amounts due to the Governmental Lender, the Funding Lender, the Fiscal Agent, the Servicer and the 
Rebate Analyst; 

(b) Second:  To the payment of the whole amount of the Funding Loan, as evidenced by the 
Governmental Lender Note, then due and unpaid in respect of which or for the benefit of which such money 
has been collected, with interest (to the extent that such interest has been collected or a sum sufficient 
therefor has been so collected and payment thereof is legally enforceable at the respective rate or rates 
prescribed therefor in the Funding Loan) on overdue principal of, and Prepayment Premium and overdue 
installments of interest on the Funding Loan; provided, however, that partial interests in any portion of the 
Funding Loan shall be paid in such order of priority as may be prescribed by Written Direction of the 
Funding Lender in its sole and absolute discretion; and 
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(c) Third:  The payment of the remainder, if any, to the Borrower or to whosoever may be 
lawfully entitled to receive the same or as a court of competent jurisdiction may direct. 

If and to the extent this Section 9.4 conflicts with the provisions of the Servicing Agreement, if 
any, the provisions of the Servicing Agreement shall control.  Capitalized terms used in this Section 9.4 but 
not otherwise defined in this Funding Loan Agreement shall have the meanings given such terms in the 
Servicing Agreement. 

Section 9.5.  Remedies Vested in Funding Lender.  All rights of action and claims under this 
Funding Loan Agreement or the Governmental Lender Note may be prosecuted and enforced by the 
Funding Lender without the possession of the Governmental Lender Note or the production thereof in any 
proceeding relating thereto. 

Section 9.6.  Restoration of Positions.  If Funding Lender shall have instituted any proceeding to 
enforce any right or remedy under this Funding Loan Agreement and such proceeding shall have been 
discontinued or abandoned for any reason or shall have been determined adversely to the Funding Lender, 
then and in every such case the Governmental Lender and the Funding Lender shall, subject to any 
determination in such proceeding, be restored to their former positions hereunder, and thereafter all rights 
and remedies of the Governmental Lender and the Funding Lender shall continue as though no such 
proceeding had been instituted. 

Section 9.7.  Rights and Remedies Cumulative.  No right or remedy herein conferred upon or 
reserved to the Funding Lender is intended to be exclusive of any other right or remedy, and every right 
and remedy shall, to the extent permitted by law, be cumulative and in addition to every other right and 
remedy given hereunder or now or hereafter existing at law or in equity or otherwise.  The assertion or 
employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion or 
employment of any other appropriate right or remedy. 

Section 9.8.  Delay or Omission Not Waiver.  No delay or omission of the Funding Lender to 
exercise any right or remedy accruing upon an Event of Default shall impair any such right or remedy or 
constitute a waiver of any such Event of Default or an acquiescence therein.  Every right and remedy given 
by this Article or by law to the Funding Lender may be exercised from time to time, and as often as may 
be deemed expedient, by Funding Lender.  No waiver of any default or Event of Default pursuant to Section 
9.9 hereof shall extend to or shall affect any subsequent default or Event of Default hereunder or shall 
impair any rights or remedies consequent thereon. 

Section 9.9.  Waiver of Past Defaults.  Before any judgment or decree for payment of money due 
has been obtained by the Funding Lender, the Funding Lender may, subject to Section 9.6 hereof, by 
Written Notice to the Governmental Lender and the Borrower, waive any past default hereunder or under 
the Borrower Loan Agreement and its consequences except for default in obligations due the Governmental 
Lender pursuant to or under the Unassigned Rights.  Upon any such waiver, such default shall cease to 
exist, and any Event of Default arising therefrom shall be deemed to have been cured, for every purpose of 
this Funding Loan Agreement and the Borrower Loan Agreement; but no such waiver shall extend to any 
subsequent or other default or impair any right consequent thereon. 

Section 9.10.  Remedies Under Borrower Loan Agreement or Borrower Note.  As set forth in 
this Section 9.10 but subject to Section 9.9 hereof, the Funding Lender shall have the right, in its own name 
or on behalf of the Governmental Lender, to declare any default and exercise any remedies under the 
Borrower Loan Agreement or the Borrower Note, whether or not the Governmental Lender Note has been 
accelerated or declared due and payable by reason of an Event of Default. 
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Section 9.11.  Waiver of Appraisement and Other Laws. 

(a) To the extent permitted by law, the Governmental Lender will not at any time insist upon, 
plead, claim or take the benefit or advantage of, any appraisement, valuation, stay, extension or redemption 
law now or hereafter in force, in order to prevent or hinder the enforcement of this Funding Loan 
Agreement; and the Governmental Lender, for itself and all who may claim under it, so far as it or they now 
or hereafter may lawfully do so, hereby waives the benefit of all such laws.  The Governmental Lender, for 
itself and all who may claim under it, waives, to the extent that it may lawfully do so, all right to have the 
property in the Security marshaled upon any enforcement hereof. 

(b) If any law now in effect prohibiting the waiver referred to in Section 9.11(a) shall hereafter 
be repealed or cease to be in force, such law shall not thereafter be deemed to constitute any part of the 
contract herein contained or to preclude the application of this Section 9.11. 

Section 9.12.  Suits to Protect the Security.  The Funding Lender shall have power to institute 
and to maintain such proceedings as it may deem expedient to prevent any impairment of the Security by 
any acts that may be unlawful or in violation of this Funding Loan Agreement and to protect its interests in 
the Security and in the rents, issues, profits, revenues and other income arising therefrom, including power 
to institute and maintain proceedings to restrain the enforcement of or compliance with any Governmental 
Authority enactment, rule or order that may be unconstitutional or otherwise invalid, if the enforcement of 
or compliance with such enactment, rule or order would impair the security hereunder or be prejudicial to 
the interests of the Funding Lender. 

Section 9.13.  Remedies Subject to Applicable Law.  All rights, remedies and powers provided 
by this Article may be exercised only to the extent that the exercise thereof does not violate any applicable 
provision of law in the premises, and all the provisions of this Article are intended to be subject to all 
applicable mandatory provisions of law which may be controlling in the premises and to be limited to the 
extent necessary so that they will not render this Funding Loan Agreement invalid, unenforceable or not 
entitled to be recorded, registered or filed under the provisions of any applicable law. 

Section 9.14.  Assumption of Obligations.  In the event that the Funding Lender or its assignee or 
designee shall become the legal or beneficial owner of the Project by foreclosure or deed in lieu of 
foreclosure, such party shall succeed to the rights and the obligations of the Borrower under the Borrower 
Loan Agreement, the Borrower Note, the Regulatory Agreement and any other Funding Loan Documents 
to which the Borrower is a party.  Such assumption shall be effective from and after the effective date of 
such acquisition and shall be made with the benefit of the limitations of liability set forth therein and without 
any liability for the prior acts of the Borrower. 

It is the intention of the parties hereto that upon the occurrence and continuance of an Event of 
Default hereunder, rights and remedies may be pursued pursuant to the terms of the Funding Loan 
Documents. 

Section 9.15.  Cure by Equity Investor. Notwithstanding any provision herein to the contrary, the 
Governmental Lender and the Funding Lender agree that any cure of any default made or tendered by the 
Equity Investor shall be deemed to be a cure by the Borrower and shall be accepted or rejected on the same 
basis as if made or tendered by the Borrower. 
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ARTICLE X 

AMENDMENT; AMENDMENT OF FUNDING LOAN AGREEMENT 
AND OTHER DOCUMENTS 

 

Section 10.1.  Amendment of Funding Loan Agreement.  Any of the terms of this Funding Loan 
Agreement and the Governmental Lender Notes may be amended or waived only by an instrument signed 
by the Funding Lender, the Fiscal Agent and the Governmental Lender; provided, however, no such 
amendment which materially affects the rights, duties, obligations or other interests of the Borrower shall 
be made without the consent of the Borrower and, provided further, that if the Borrower is in default under 
any Funding Loan Document, no Borrower consent shall be required unless such amendment has a material 
adverse effect on the rights, duties, obligations or other interests of the Borrower.  All of the terms of this 
Funding Loan Agreement shall be binding upon the successors and assigns of and all persons claiming 
under or through the Governmental Lender or any such successor or assign, and shall inure to the benefit 
of and be enforceable by the successors and assigns of the Funding Lender. 

Section 10.2.  Amendments Require Funding Lender Consent.  The Governmental Lender shall 
not consent to any amendment, change or modification of the Borrower Loan Agreement or any other 
Borrower Loan Document or Funding Loan Document without the prior Written Consent of the Funding 
Lender. 

Section 10.3.  Consents and Opinions.  No amendment to this Funding Loan Agreement or any 
other Funding Loan Document entered into under this Article X or any amendment, change or modification 
otherwise permitted under this Article X shall become effective unless and until (i) the Funding Lender 
shall have approved the same in writing in its sole discretion and (ii) the Funding Lender shall have 
received, at the expense of the Borrower, a Tax Counsel No Adverse Effect Opinion and an Opinion of 
Counsel to the effect that any such proposed amendment is authorized and complies with the provisions of 
this Funding Loan Agreement and is a legal, valid and binding obligation of the parties thereto, subject to 
normal exceptions relating to bankruptcy, insolvency and equitable principles limitations. 

ARTICLE XI 

THE FISCAL AGENT 

Section 11.1  Appointment of Fiscal Agent; Acceptance.  The Governmental Lender hereby 
appoints Zions Bancorporation, National Association, as Fiscal Agent hereunder.  The Fiscal Agent shall 
signify its acceptance of the duties and obligations imposed upon it by this Funding Loan Agreement by 
executing this Funding Loan Agreement. 

Section 11.2  Certain Duties and Responsibilities of Fiscal Agent. 

(a) The Fiscal Agent undertakes to perform such duties and only such duties as are specifically 
set forth in this Funding Loan Agreement, and no implied covenants or obligations shall be read into this 
Funding Loan Agreement against the Fiscal Agent. 

(b) If an event of default exists hereunder or under any Borrower Loan Document, the Fiscal 
Agent shall exercise such of the rights and powers vested in it by this Funding Loan Agreement, and subject 
to Section 11.2(c)(iii) hereof, use the same degree of care and skill in its exercise, as a prudent corporate 
trust officer would exercise or use under the circumstances in the conduct of corporate trust business. 
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(c) No provision of this Funding Loan Agreement shall be construed to relieve the Fiscal 
Agent from liability for its own negligent action, its own negligent failure to act, or its own willful 
misconduct, in each case, as finally adjudicated by a court of law, except that: 

(i) This subsection shall not be construed to limit the effect of subsection (a) of this 
Section; 

(ii) The Fiscal Agent shall not be liable for any error of judgment made in good faith, 
unless it shall be proved that the Fiscal Agent was negligent in ascertaining the pertinent facts; 

(iii) The Fiscal Agent shall not be liable with respect to any action taken or omitted to 
be taken by it in accordance with the direction of the Funding Lender relating to the time, method 
and place of conducting any proceeding for any remedy available to the Fiscal Agent, or exercising 
any trust or power conferred upon the Fiscal Agent under this Funding Loan Agreement; and 

(iv) No provision of this Funding Loan Agreement shall require the Fiscal Agent to 
expend or risk its own funds or otherwise incur any financial liability in the performance of any of 
its duties hereunder, or in the exercise of any of its rights or powers, if it shall have reasonable 
grounds for believing that repayment of such funds or adequate indemnity against such risk or 
liability is not assured to it in its sole discretion. 

Subject to its rights to indemnification pursuant to Section 11.4 hereof, the Fiscal Agent is directed 
to enter into the Borrower Loan Documents to which it is a party and other related documents, solely in its 
capacity as Fiscal Agent. 

(d) Whether or not therein expressly so provided, every provision of this Funding Loan 
Agreement and the other Funding Loan Documents relating to the conduct or affecting the liability of or 
affording protection to the Fiscal Agent shall be subject to the provisions of this Section. 

(e) The Fiscal Agent may conclusively rely, as to the truth of the statements and the correctness 
of the opinions expressed therein, upon certificates or opinions furnished to the Fiscal Agent and 
conforming to the requirements of this Funding Loan Agreement; but in the case of any such certificates or 
opinions which by any provision hereof are specifically required to be furnished to the Fiscal Agent, the 
Fiscal Agent shall be under a duty to examine the same to determine whether or not they conform to the 
requirements of this Funding Loan Agreement. 

(f) The permissive rights of the Fiscal Agent to do things enumerated in this Funding Loan 
Agreement shall not be construed as a duty. 

(g) The rights of the Fiscal Agent and limitations of liability enumerated herein and in 
Section 11.4 shall extend to actions taken or omitted in its role as a party to the Borrower Loan Agreement 
and the other Funding Loan Documents. 

Section 11.3  Notice of Defaults.  Upon the occurrence of any default hereunder or under any 
Borrower Loan Document and provided that a Responsible Officer of the Fiscal Agent is aware of or has 
received Written Notice of the existence of such default, promptly, and in any event within 15 days, the 
Fiscal Agent shall transmit to the Governmental Lender, the Borrower, the Servicer, if any, and the Funding 
Lender, in the manner and at the addresses for notices set forth in Section 12.1 hereof, notice of such default 
hereunder known to the Fiscal Agent pursuant to Section 11.4(g) hereof, unless such default shall have been 
cured or waived. 
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Section 11.4  Certain Rights of Fiscal Agent.  Except as otherwise provided in Section 11.1 
hereof: 

(a) The Fiscal Agent may rely and shall be protected in acting or refraining from acting upon 
any resolution, certificate, statement, instrument, opinion, report, notice, request, direction, consent, order, 
bond, note, debenture, coupon or other paper or document believed by it to be genuine and to have been 
signed or presented by the proper party or parties; 

(b) Any request or direction of the Governmental Lender mentioned herein shall be sufficiently 
evidenced by a certificate or order executed by an Authorized Governmental Lender Representative; 

(c) Whenever in the administration of this Funding Loan Agreement or any Borrower Loan 
Document the Fiscal Agent shall deem it desirable that a matter be proved or established prior to taking, 
suffering or omitting any action hereunder, the Fiscal Agent (unless other evidence be herein specifically 
prescribed) may, in the absence of bad faith on its part, rely upon a Written Certificate of the Governmental 
Lender, the Funding Lender, the Servicer or the Borrower, as appropriate; 

(d) The Fiscal Agent shall be under no obligation to exercise any of the rights or powers vested 
in it by this Funding Loan Agreement or any Borrower Loan Document at the request or direction of the 
Funding Lender, pursuant to this Funding Loan Agreement, unless the Funding Lender shall have offered 
to the Fiscal Agent in writing security or indemnity reasonably satisfactory to the Fiscal Agent against the 
costs, expenses and liabilities which might be incurred by it in compliance with such request or direction, 
except costs, expenses and liabilities which are adjudicated to have resulted from its own negligence or 
willful misconduct; 

(e) The Fiscal Agent shall not be bound to make any investigation into the facts or matters 
stated in any resolution, certificate, statement, instrument, opinion, report, notice, request, direction, 
consent, order, bond, note, debenture, coupon or other paper or document but the Fiscal Agent, in its 
discretion, may make such further inquiry or investigation into such facts or matters as it may see fit, and, 
if the Fiscal Agent shall determine to make such further inquiry or investigation, it shall be entitled to 
examine the books and records of the Borrower, in either case personally or by agent or attorney after 
reasonable notice and during normal business hours; 

(f) The Fiscal Agent may execute any of its powers hereunder or perform any duties hereunder 
either directly or by or through agents or attorneys and pay reasonable compensation thereto and the Fiscal 
Agent shall not be responsible for any misconduct or negligence on the part of any agent or attorney 
appointed with due care by it hereunder.  The Fiscal Agent may act upon the advice of counsel of its choice 
concerning all matters hereof and the Fiscal Agent shall not be responsible for any loss or damage resulting 
from any action or inaction taken in good faith reliance upon said advice; and 

(g) The Fiscal Agent shall not be required to take notice or be deemed to have notice of any 
default hereunder or under any Borrower Loan Document except for failure by the Borrower to make 
payments of principal, interest, premium, if any, or Governmental Lender Fee when due, unless a 
Responsible Officer of the Fiscal Agent shall be specifically notified by a Written Notice of such default 
by the Governmental Lender, the Servicer or the Funding Lender, and all notices or other instruments 
required by this Funding Loan Agreement or under any Borrower Loan Document to be delivered to the 
Fiscal Agent, must, in order to be effective, be delivered in writing to a Responsible Officer of the Fiscal 
Agent at the Office of the Fiscal Agent, and in the absence of such Written Notice so delivered the Fiscal 
Agent may conclusively assume there is no default as aforesaid. 
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Section 11.5  Not Responsible for Recitals.  The recitals contained herein and in the Governmental 
Lender Notes shall be taken as the statements of the Governmental Lender, and the Fiscal Agent assumes 
no responsibility for their correctness.  The Fiscal Agent makes no representations as to the value or 
condition of the Pledged Revenues, the Security or any part thereof, or as to the title of the Governmental 
Lender thereto or as to the security afforded thereby or hereby, or as to the validity or sufficiency of this 
Funding Loan Agreement or of the Funding Loan. 

The Fiscal Agent shall have no responsibility or liability with respect to any information, statement 
or recital in any offering memorandum or other disclosure material prepared or distributed with respect to 
the funding of the Funding Loan. 

The Fiscal Agent shall not be required to monitor the financial condition of the Borrower or the 
physical condition of the Project.  Unless otherwise expressly provided, the Fiscal Agent shall be under no 
obligation to analyze, review or make any credit decisions with respect to any financial statements, reports, 
notices, certificates or documents received hereunder but shall hold such financial statements reports, 
notices, certificates and documents solely for the benefit of, and review by, the Funding Lender and such 
other parties to whom the Fiscal Agent may provide such information pursuant to this Funding Loan 
Agreement. 

The Fiscal Agent makes no representations as to and shall have no responsibility for the sufficiency 
of the insurance required under any of the Borrower Loan Documents. 

Section 11.6  May Hold Funding Loan.  The Fiscal Agent in its individual or any other capacity 
may become the owner or pledgee of the Funding Loan and may otherwise deal with the Governmental 
Lender, the Funding Lender and the Borrower with the same rights it would have if it were not Fiscal Agent. 

Section 11.7  Moneys Held in Trust.  The Fiscal Agent shall be under no liability for interest on 
any moneys received by it hereunder except as otherwise provided herein. 

Section 11.8  Compensation and Reimbursement.  Under the Borrower Loan Agreement, the 
Borrower has agreed to, except as otherwise expressly provided herein, reimburse the Fiscal Agent as 
provided in this Funding Loan Agreement or the Borrower Loan Agreement, upon its request for all 
reasonable expenses, disbursements and advances incurred or made by the Fiscal Agent in accordance with 
any provision of this Funding Loan Agreement (including the reasonable fees, expenses and disbursements 
of its agents and counsel), except any such expense, disbursement or advance as may be attributable to the 
Fiscal Agent’s negligence or willful misconduct, both as finally adjudicated by a court of law. 

When the Fiscal Agent incurs expenses or renders service in connection with any bankruptcy or 
insolvency proceeding, such expenses (including the fees and expenses of its counsel) and the compensation 
for such services are intended to constitute expenses of administration under any bankruptcy law or law 
relating to creditors rights generally. 

(a) The Governmental Lender has no obligation to pay the Fiscal Agent for services rendered. 

(b) As security for the performance of the obligations of the Borrower under this Section and 
for the payment of such compensation, expenses, reimbursements and indemnity, the Fiscal Agent shall 
have the right to use and apply any moneys held by it as Pledged Revenues. 

(c) The Fiscal Agent’s rights to compensation and reimbursement shall survive its resignation 
or removal, the payment of the Funding Loan or the Borrower Loan or the release of this Funding Loan 
Agreement. 
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Section 11.9  Fiscal Agent Required; Eligibility.  Any successor Fiscal Agent shall at all times 
be a trust company, a state banking corporation or a national banking association with the authority to 
accept trusts in the State approved in writing by the Governmental Lender and either: (a) have a combined 
capital and surplus of at least $50,000,000 as set forth in its most recent published annual report of 
condition; (b) be a wholly owned subsidiary of a bank holding company, or a wholly owned subsidiary of 
a company that is a wholly owned subsidiary of a bank holding company, having a combined capital surplus 
of at least $50,000,000 as set forth in its most recent published annual report of condition, or have at least 
$500,000,000 of trust assets under management and have a combined capital surplus of at least $2,000,000 
as set forth in its most recent published annual report of condition; or (c) be otherwise acceptable to the 
Funding Lender and the Governmental Lender in their sole and absolute discretion. 

Section 11.10  Resignation and Removal; Appointment of Successor. 

(a) No resignation or removal of the Fiscal Agent hereunder and no appointment of a successor 
Fiscal Agent pursuant to this Article shall become effective until the written acceptance by the successor 
Fiscal Agent of such appointment. 

(b) The Fiscal Agent may resign at any time by giving 60 days’ Written Notice thereof to the 
Governmental Lender, the Borrower, the Servicer, if any, and the Funding Lender.  If an instrument of 
acceptance by a successor Fiscal Agent shall not have been delivered to the Fiscal Agent within 45 days 
after the giving of such notice of resignation, the resigning Fiscal Agent may petition any court of competent 
jurisdiction for the appointment of a successor Fiscal Agent. 

(c) The Fiscal Agent may be removed at any time with 30 days’ notice by:  (i) the 
Governmental Lender, with the Written Consent of the Funding Lender; (ii) the Borrower (unless the 
Borrower is in default under any of the Borrower Loan Documents), with the Written Consent of the 
Funding Lender and the Governmental Lender; or (iii) the Funding Lender by Written Notice delivered to 
the Fiscal Agent, the Governmental Lender and the Borrower. 

(d) If the Fiscal Agent shall resign, be removed or become incapable of acting, or if a vacancy 
shall occur in the office of the Fiscal Agent for any cause, the Governmental Lender shall promptly appoint 
a successor Fiscal Agent, with the consent of the Funding Lender.  In case all or substantially all of the 
Pledged Revenues and Security shall be in the possession of a receiver or trustee lawfully appointed, such 
receiver or trustee may similarly appoint a successor to fill such vacancy until a new Fiscal Agent shall be 
so appointed by the Governmental Lender.  If, within 60 days after such resignation, removal or incapability 
or the occurrence of such vacancy, the Governmental Lender has failed to so appoint a successor Fiscal 
Agent, then a successor Fiscal Agent shall be appointed by the Funding Lender (from any of the institutions 
approved by the Governmental Lender to serve as a fiscal agent or trustee) with Written Notice thereof 
delivered to the Governmental Lender, the Borrower, the Servicer, if any, and the retiring Fiscal Agent, and 
the successor Fiscal Agent so appointed shall, forthwith upon its acceptance of such appointment, become 
the successor Fiscal Agent and supersede the successor Fiscal Agent appointed by such receiver or Fiscal 
Agent.  If no successor Fiscal Agent shall have been appointed by the Governmental Lender or the Funding 
Lender and accepted appointment in the manner hereinafter provided, the Fiscal Agent may petition any 
court of competent jurisdiction for the appointment of a successor Fiscal Agent. 

(e) The retiring Fiscal Agent shall cause Written Notice of each resignation and each removal 
of the Fiscal Agent and each appointment of a successor Fiscal Agent to be provided to the Funding Lender.  
Each notice shall include the name of the successor Fiscal Agent and the address of the office of the 
successor Fiscal Agent. 
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Section 11.11  Acceptance of Appointment by Successor. 

(a) Every successor Fiscal Agent appointed hereunder shall execute, acknowledge and deliver 
to the Governmental Lender and to the retiring Fiscal Agent an instrument accepting such appointment, and 
thereupon the resignation or removal of the retiring Fiscal Agent shall become effective and such successor 
Fiscal Agent, without any further act, deed or conveyance, shall become vested with all the estates, 
properties, rights, powers, trusts and duties of the retiring Fiscal Agent; notwithstanding the foregoing, on 
request of the Governmental Lender or the successor Fiscal Agent, such retiring Fiscal Agent shall, upon 
payment of its charges, execute and deliver an instrument conveying and transferring to such successor 
Fiscal Agent upon the trusts herein expressed all the estates, properties, rights, powers and trusts of the 
retiring Fiscal Agent, and shall duly assign, transfer and deliver to such successor Fiscal Agent all property 
and money held by such retiring Fiscal Agent hereunder.  Upon request of any such successor Fiscal Agent, 
the Governmental Lender shall execute any and all instruments for more fully and certainly vesting in and 
confirming to such successor Fiscal Agent all such estates, properties, rights, powers and trusts. 

(b) No successor Fiscal Agent shall accept its appointment unless at the time of such 
acceptance such successor Fiscal Agent shall be qualified and eligible under this Article XI, to the extent 
operative. 

Section 11.12  Merger, Conversion, Consolidation or Succession to Business.  Any corporation 
into which the Fiscal Agent may be merged or with which it may be consolidated, or any corporation 
resulting from any merger, conversion or consolidation to which the Fiscal Agent shall be a party, or any 
corporation succeeding to all or substantially all of the corporate trust business of the Fiscal Agent, shall be 
the successor of the Fiscal Agent hereunder, provided such corporation shall be otherwise qualified and 
eligible under this Article XI, to the extent operative, without the execution or filing of any paper or any 
further act on the part of any of the parties hereto.  Notwithstanding the foregoing, any such successor Fiscal 
Agent shall cause Written Notice of such succession to be delivered to the Governmental Lender and 
Funding Lender within 30 days of such succession. 

Section 11.13  Appointment of Co-Fiscal Agent.  It is the purpose of this Funding Loan 
Agreement that there shall be no violation of any laws of any jurisdiction (including particularly the laws 
of the State) denying or restricting the right of banking corporations or associations to transact business as 
Fiscal Agent in such jurisdiction.  It is recognized that in case of litigation under this Funding Loan 
Agreement, the Borrower Loan Agreement, any other Borrower Loan Document or the Regulatory 
Agreement, and in particular in case of the enforcement of any of them on default, or in case the Fiscal 
Agent deems that by reason of any present or future law of any jurisdiction it may not exercise any of the 
powers, rights or remedies herein granted to the Fiscal Agent or hold title to the properties, in trust, as herein 
provided, or take any other action which may be desirable or necessary in connection therewith, it may be 
necessary that the Fiscal Agent appoint an additional individual or institution as a separate or co-fiscal 
agent.  The following provisions of this Section 11.13 are adopted to these ends. 

The Fiscal Agent is hereby authorized to appoint an additional individual or institution as a separate 
or co-fiscal agent hereunder, upon Written Notice to the Governmental Lender, the Funding Lender and the 
Borrower, and with the consent of the Governmental Lender and the Funding Lender, but without the 
necessity of further authorization or consent, in which event each and every remedy, power, right, claim, 
demand, cause of action, immunity, estate, title, interest and lien expressed or intended by this Funding 
Loan Agreement, any Borrower Loan Document, the Regulatory Agreement or the Borrower Loan 
Agreement to be exercised by or vested in or conveyed to the Fiscal Agent with respect thereto shall be 
exercisable by and vest in such separate or co-fiscal agent but only to the extent necessary to exercise such 
powers, rights and remedies, and every covenant and obligation necessary to the exercise thereof by such 
separate or co-fiscal agent shall run to and be enforceable by either of them. 
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Should any instrument in writing from the Governmental Lender be required by the separate fiscal 
agent or co-fiscal agent appointed by the Fiscal Agent for more fully and certainly vesting in and confirming 
to him or it such properties, rights, powers, trusts, duties and obligations, any and all such instruments in 
writing shall, on request of the Fiscal Agent, be executed, acknowledged and delivered by the Governmental 
Lender.  In case any separate fiscal agent or co-fiscal agent, or a successor to either, shall die, become 
incapable of acting, resign or be removed, all the estates, properties, rights, powers, trusts, duties and 
obligations of such separate fiscal agent or co-fiscal agent, so far as permitted by law, shall vest in and be 
exercised by the Fiscal Agent until the appointment of a successor to such separate fiscal agent or co-fiscal 
agent. 

Section 11.14  Loan Servicing.  The Governmental Lender and the Fiscal Agent acknowledge that 
the Funding Lender shall have the right to appoint a Servicer to service and administer the Borrower Loan 
as set forth in a Servicing Agreement.  The Governmental Lender and the Fiscal Agent shall not be 
responsible for monitoring the performance of any Servicer or for any acts or omissions of such Servicer.  
The Funding Lender may, in its sole discretion, terminate or replace the Servicer. 

Section 11.15  No Recourse Against Officers or Employees of Fiscal Agent.  No recourse with 
respect to any claim related to any obligation, duty or agreement contained in this Funding Loan Agreement 
or any other Funding Loan Document shall be had against any officer or employee, as such, of the Fiscal 
Agent, it being expressly understood that the obligations, duties and agreements of the Fiscal Agent 
contained in this Funding Loan Agreement and the other Funding Loan Documents are solely corporate in 
nature. 

ARTICLE XII 

MISCELLANEOUS 

Section 12.1.  Notices.   All notices, demands, requests and other communications required or 
permitted to be given by any provision of this Funding Loan Agreement shall be in writing and sent by first 
class, regular, registered or certified mail, commercial delivery service, overnight courier, telegraph, telex, 
telecopier or facsimile transmission, air or other courier, or hand delivery to the party to be notified 
addressed as follows: 

If to the Governmental Lender: City of Hibbing, Minnesota 
401 East 21st Street 
 Hibbing, Minnesota 55746 
 Attention: Finance Director 
 Email: SheenaMulner@hibbingmn.gov 

 
If to Borrower:      

LC Canopy, LLC 
c/o Stone Beam Development, LLC 
534 S. La Grange Road 
La Grange, Illinois 60525 
Attention: Joseph Walsh  
E-mail: joe@stonebeam.com 

 
and with a copy to:    

Applegate & Thorne-Thomsen 
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425 South Financial Place 
Chicago, Illinois 60605 
Attention: Nick Brunick  
E-mail:  nbrunick@att-law.com 
 

and a copy to:      
Wincopin Circle LLLP 
c/o Enterprise Community Partners Asset Management, 
Inc. 
1100 Broken Land Parkway, Ste. 700 
Columbia, Maryland 21044 
Attention:  General Counsel 
Email:  legal@enterprisecommunity.com 

 
If to the Funding Lender  Citibank, N.A. 

388 Greenwich Street, Trading 4th Floor 
New York, New York 10013 
Attention:  Transaction and Asset Management Group 
Re: LEE Center Deal ID#  [________] 
Facsimile:  (212) 723-8209 

 
 And to: Citibank,N.A. 

  Transaction and Asset Management Group/Post Closing  
  Citi Community Capital 

3800 Citibank Center  
Tampa, Florida 33610 

      Re: LEE Center Deal ID#  [________] 
 
And if prior to the   Citibank, N.A. 
Conversion Date:    388 Greenwich Street, Trading 4th Floor 

New York, New York 10013 
Attention:  Account Specialist 
Re: LEE Center Deal ID#  [________ 
Facsimile:  (212) 723-8209 

 
Following the Conversion  Citibank, N.A. 
Date, with a copy to:   c/o Berkadia Commercial Servicing Department 

 323 Norristown Road, Suite 300 
 Ambler, Pennsylvania  19002 
 Attention:  Client Relations Manager 

Re: LEE Center Deal ID #  [_________] 
Facsimile:  (215) 328-0305 
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And a copy of any notices of  Citibank, N.A. 
default sent to:    388 Greenwich Street, 17th Floor 

New York, New York 10013 
Attention:  General Counsel’s Office 
Re: LEE Center Deal ID #  [_________] 
Facsimile: (646) 291-5754 

 
If to the Fiscal Agent: Zions Bancorporation, National Association 

111 W. Washington St., Suite 1860 
Chicago, Illinois 60602 
Attention: Robert Cafarelli, Vice President 
E-mail: Robert.cafarelli@zionsbancorp.com 
 

 
 

Any such notice, demand, request or communication shall be deemed to have been given and 
received for all purposes under this Funding Loan Agreement:  (i) three Business Days after the same is 
deposited in any official depository or receptacle of the United States Postal Service first class, or, if 
applicable, certified mail, return receipt requested, postage prepaid; (ii) on the date of transmission when 
delivered by telecopier or facsimile transmission, telex, telegraph or other telecommunication device, 
provided any telecopy or other electronic transmission received by any party after 4:00 p.m., local time, as 
evidenced by the time shown on such transmission, shall be deemed to have been received the following 
Business Day; (iii) on the next Business Day after the same is deposited with a nationally recognized 
overnight delivery service that guarantees overnight delivery; and (iv) on the date of actual delivery to such 
party by any other means; provided, however, if the day such notice, demand, request or communication 
shall be deemed to have been given and received as aforesaid is not a Business Day, such notice, demand, 
request or communication shall be deemed to have been given and received on the next Business Day.  Any 
facsimile signature by a Person on a document, notice, demand, request or communication required or 
permitted by this Funding Loan Agreement shall constitute a legal, valid and binding execution thereof by 
such Person. 

Any party to this Funding Loan Agreement may change such party’s address for the purpose of 
notice, demands, requests and communications required or permitted under this Funding Loan Agreement 
by providing written notice of such change of address to all of the parties by written notice as provided 
herein. 

Section 12.2.  Term of Funding Loan Agreement.  This Funding Loan Agreement shall be in full 
force and effect until all payment obligations of the Governmental Lender hereunder have been paid in full 
and the Funding Loan has been retired or the payment thereof has been provided for; except that on and 
after payment in full of the Governmental Lender Note, this Funding Loan Agreement shall be terminated, 
without further action by the parties hereto. 

Section 12.3.  Successors and Assigns.  All covenants and agreements in this Funding Loan 
Agreement by the Governmental Lender shall bind its successors and assigns, whether so expressed or not. 

Section 12.4.  Legal Holidays.  In any case in which the date of payment of any amount due 
hereunder or the date on which any other act is to be performed pursuant to this Funding Loan Agreement 
shall be a day that is not a Business Day, then payment of such amount or such act need not be made on 
such date but may be made on the next succeeding Business Day, and such later payment or such act shall 
have the same force and effect as if made on the date of payment or the date fixed for prepayment or the 
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date fixed for such act, and no additional interest shall accrue for the period from and after such date and 
prior to the date of payment. 

Section 12.5.  Governing Law.  This Funding Loan Agreement shall be governed by and shall be 
enforceable in accordance with the laws of the State. 

Section 12.6.  Severability.  If any provision of this Funding Loan Agreement shall be invalid, 
illegal or unenforceable, the validity, legality and enforceability of the remaining portions shall not in any 
way be affected or impaired.  In case any covenant, stipulation, obligation or agreement contained in the 
Governmental Lender Note or in this Funding Loan Agreement shall for any reason be held to be usurious 
or in violation of law, then such covenant, stipulation, obligation or agreement shall be deemed to be the 
covenant, stipulation, obligation or agreement of the Governmental Lender or the Funding Lender only to 
the full extent permitted by law. 

Section 12.7.  Execution in Several Counterparts.  This Funding Loan Agreement may be 
contemporaneously executed in several counterparts, all of which shall constitute one and the same 
instrument and each of which shall be, and shall be deemed to be, an original. 

Section 12.8.  Nonrecourse Obligation of the Borrower.  Except as otherwise provided in the 
Borrower Loan Agreement, any obligations of the Borrower under this Funding Loan Agreement are 
without recourse to the Borrower or to the Borrower’s partners or members, as the case may be, and the 
provisions of Section 11.1 of the Borrower Loan Agreement are by this reference incorporated herein. 

Section 12.9.  Waiver of Trial by Jury.  TO THE MAXIMUM EXTENT PERMITTED UNDER 
APPLICABLE LAW, EACH OF BORROWER, THE FUNDING LENDER AND THE FISCAL AGENT 
(A) COVENANTS AND AGREES NOT TO ELECT A TRIAL BY JURY WITH RESPECT TO ANY 
ISSUE ARISING OUT OF THIS FUNDING LOAN AGREEMENT OR THE RELATIONSHIP 
BETWEEN THE PARTIES THAT IS TRIABLE OF RIGHT BY A JURY AND (B) WAIVES ANY 
RIGHT TO TRIAL BY JURY WITH RESPECT TO SUCH ISSUE TO THE EXTENT THAT ANY SUCH 
RIGHT EXISTS NOW OR IN THE FUTURE.  THIS WAIVER OF RIGHT TO TRIAL BY JURY IS 
SEPARATELY GIVEN BY EACH PARTY, KNOWINGLY AND VOLUNTARILY WITH THE 
BENEFIT OF COMPETENT LEGAL COUNSEL. 

Section 12.10.  Electronic Transactions.  The transactions described in this Funding Loan 
Agreement may be conducted and the related documents may be stored by electronic means.  Copies, 
telecopies, facsimiles, electronic files and other reproductions of original executed documents shall be 
deemed to be authentic and valid counterparts of such original documents for all purposes, including the 
filing of any claim, action or suit in the appropriate court of law. Notwithstanding the foregoing, original 
executed versions of each of the Funding Loan Documents shall be delivered to the Funding Lender in 
connection with the closing of the transactions described herein.   

Section 12.11. Patriot Act Notice.  The Fiscal Agent hereby notifies the Governmental Lender 
that to help the government fight the funding of terrorism and money laundering activities pursuant to the 
requirements of the Patriot Act it is required to obtain, verify and record information that identifies the 
Governmental Lender, which information includes the name and address of the Governmental Lender and 
other information that will allow the Fiscal Agent to identify the Governmental Lender in accordance with 
the Patriot Act.  The Governmental Lender hereby agrees that it shall promptly provide such information 
upon request by the Fiscal Agent. 

Section 12.12.  Reference Date.  This Funding Loan Agreement is dated for reference purposes 
only as of the first day of [Month], 2025. 
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City of Hibbing, Minnesota 
Multifamily Housing Revenue Notes, Series 2025 

(LEE Center Apartments) 

IN WITNESS WHEREOF, the Funding Lender, the Fiscal Agent and the Governmental 
Lender have caused this Funding Loan Agreement to be duly executed by their respective 
representatives as of the date first written above. 

 

 

CITIBANK, N.A. 
 
 

By:       
      Name:       
      Title:       
 
 
 

CITY OF HIBBING, MINNESOTA 
 
 

By:       
Name:       
Title:       

 
 
 

ZIONS BANCORPORATION, NATIONAL 
ASSOCIATION 

 
 

By:       
Name:       
Title:       
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EXHIBIT A 

FORM OF SERIES A GOVERNMENTAL LENDER NOTE 

THIS GOVERNMENTAL LENDER NOTE MAY BE OWNED ONLY BY AN “APPROVED 
TRANSFEREE” (AS SUCH TERM IS DEFINED IN THE FUNDING LOAN AGREEMENT 
REFERENCED BELOW), AND THE HOLDER HEREOF, BY THE ACCEPTANCE OF THIS 
GOVERNMENTAL LENDER NOTE:  (A) REPRESENTS THAT IT IS AN APPROVED 
TRANSFEREE, AND (B) ACKNOWLEDGES THAT IT MAY ONLY TRANSFER THIS 
GOVERNMENTAL LENDER NOTE OR ANY INTEREST HEREIN TO ANOTHER APPROVED 
TRANSFEREE IN ACCORDANCE WITH THE TERMS OF THE FUNDING LOAN 
AGREEMENT. 

CITY OF HIBBING, MINNESOTA 

MULTI-FAMILY HOUSING REVENUE NOTE 
(LEE CENTER PROJECT) 

SERIES 2025A  
DATED [CLOSING DATE] 

 
$[SERIES A LOAN AMOUNT]  

FOR VALUE RECEIVED, the undersigned City of Hibbing, Minnesota (“Obligor”) promises to 
pay to the order of CITIBANK, N.A. (“Holder”) the maximum principal sum of __________ DOLLARS 
($[SERIES A LOAN AMOUNT]), on October 1, 2058, or earlier as provided herein, together with interest 
thereon at the rates, at the times and in the amounts provided below. 

Obligor shall pay to the Holder on or before each date on which payment is due under that certain 
Funding Loan Agreement, dated as of [Month] 1, 2025 (the “Funding Loan Agreement”), among Obligor, 
Zions Bancorporation, National Association, as Fiscal Agent (the “Fiscal Agent”), and Holder, an amount 
in immediately available funds sufficient to pay the principal amount of and Prepayment Premium, if any, 
on this Governmental Lender Note then due and payable, whether by maturity, acceleration, prepayment or 
otherwise.  In the event that amounts derived from proceeds of the Borrower Loan, condemnation awards 
or insurance proceeds or investment earnings thereon are applied to the payment of principal due on this 
Governmental Lender Note in accordance with the Funding Loan Agreement, the principal amount due 
hereunder shall be reduced to the extent of the principal amount of this Governmental Lender Note so paid. 

Obligor shall pay to the Holder on or before each date on which interest on the Funding Loan is 
payable interest on the unpaid balance hereof in an amount in immediately available funds sufficient to pay 
the interest on this Governmental Lender Note then due and payable in the amounts and at the rate or rates 
set forth in the Funding Loan Agreement. 

The Funding Loan and this Governmental Lender Note are pass-through obligations relating to a 
loan (the “Borrower Loan”) made by Obligor from proceeds of the Funding Loan to LC Canopy, LLC, an 
Illinois limited liability company, as borrower (the “Borrower”), under that certain Borrower Loan 
Agreement, dated as of [Month] 1, 2025 (as the same may be modified, amended or supplemented from 
time to time, the “Borrower Loan Agreement”), between the Obligor and the Borrower.  The portion of the 
Borrower Loan related to this Governmental Lender Note is evidenced by the Series A Borrower Note (as 
defined in the Borrower Loan Agreement).  Reference is made to the Borrower Loan Agreement and to the 
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Series A Borrower Note for complete payment and prepayment terms of the Series A Borrower Note, 
payments on which are passed-through under this Governmental Lender Note. 

This Governmental Lender Note is a limited obligation of the Obligor, payable solely from the 
Pledged Revenues and the Security pledged and assigned under the Funding Loan Agreement.  None of the 
Governmental Lender, the State, or any political subdivision thereof (except the Governmental Lender, to 
the limited extent set forth herein) nor any public agency shall in any event be liable for the payment of the 
principal of, premium (if any) or interest on the Funding Loan or for the performance of any pledge, 
obligation or agreement of any kind whatsoever with respect thereto except as set forth herein and in the 
Funding Loan Agreement, and none of the Funding Loan or the Governmental Lender Note or any of the 
Governmental Lender’s agreements or obligations with respect to the Funding Loan or this Governmental 
Lender Note shall be construed to constitute an indebtedness of or a pledge of the faith and credit of or a 
loan of the credit of or a moral obligation of any of the foregoing within the meaning of any constitutional 
or statutory provision whatsoever. 

All capitalized terms used but not defined herein shall have the meanings ascribed to them in the 
Funding Loan Agreement or in the Borrower Loan Agreement. 

This Governmental Lender Note is subject to the express condition that at no time shall interest be 
payable on this Governmental Lender Note or the Funding Loan at a rate in excess of the Maximum Rate 
provided in the Funding Loan Agreement; and Obligor shall not be obligated or required to pay, nor shall 
the Holder be permitted to charge or collect, interest at a rate in excess of such Maximum Rate.  If by the 
terms of this Governmental Lender Note or of the Funding Loan Agreement, Obligor is required to pay 
interest at a rate in excess of such Maximum Rate, the rate of interest hereunder or thereunder shall be 
deemed to be reduced immediately and automatically to such Maximum Rate, and any such excess payment 
previously made shall be immediately and automatically applied to the unpaid balance of the principal sum 
hereof and not to the payment of interest. 

Amounts payable hereunder representing late payments, penalty payments or the like shall be 
payable to the extent allowed by law. 

This Governmental Lender Note is subject to all of the terms, conditions, and provisions of the 
Funding Loan Agreement, including those respecting prepayment and the acceleration of maturity, and 
those respecting limitations on liability in Article V of the Funding Loan Agreement. 

If there is an Event of Default under the Funding Loan Documents, then in any such event and 
subject to the requirements set forth in the Funding Loan Agreement, the Holder may declare the entire 
unpaid principal balance of this Governmental Lender Note and accrued interest, if any, due and payable at 
once.  All of the covenants, conditions and agreements contained in the Funding Loan Documents are 
hereby made part of this Governmental Lender Note. 

No delay or omission on the part of the Holder in exercising any remedy, right or option under this 
Governmental Lender Note or the Funding Loan Documents shall operate as a waiver of such remedy, right 
or option.  In any event a waiver on any one occasion shall not be construed as a waiver or bar to any such 
remedy, right or option on a future occasion.  The rights, remedies and options of the Holder under this 
Governmental Lender Note and the Funding Loan Documents are and shall be cumulative and are in 
addition to all of the rights, remedies and options of the Holder at law or in equity or under any other 
agreement. 

Obligor shall pay all costs of collection on demand by the Holder, including without limitation, 
reasonable attorneys’ fees and disbursements, which costs may be added to the indebtedness hereunder, 
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together with interest thereon, to the extent allowed by law, as set forth in the Funding Loan Agreement but 
solely from the Pledged Revenues, the Security, or amounts provided by the Borrower. 

This Governmental Lender Note may not be changed orally.  Presentment for payment, notice of 
dishonor, protest and notice of protest are hereby waived.  The acceptance by the Holder of any amount 
after the same is due shall not constitute a waiver of the right to require prompt payment, when due, of all 
other amounts due hereunder.  The acceptance by the Holder of any sum in an amount less than the amount 
then due shall be deemed an acceptance on account only and upon condition that such acceptance shall not 
constitute a waiver of the obligation of Obligor to pay the entire sum then due, and Obligor’s failure to pay 
such amount then due shall be and continue to be a default notwithstanding such acceptance of such amount 
on account, as aforesaid.  Consent by the Holder to any action of Obligor which is subject to consent or 
approval of the Holder hereunder shall not be deemed a waiver of the right to require such consent or 
approval to future or successive actions. 

 

[signature page follows] 
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this Governmental 
Lender Note by its authorized representative as of the date first set forth above.  

OBLIGOR: 

 CITY OF HIBBING, MINNESOTA 

      ______________________ 
Mayor 

 
 
 
 
ATTEST: 
  
City Administrator 
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CERTIFICATE OF AUTHENTICATION 

This is to certify that this Governmental Note is the Series 2025A Governmental Note referred to 
in the within mentioned Funding Loan Agreement. 

Date of Authentication:  [Month] ___, 2025 

ZIONS BANCORPORATION, NATIONAL 
ASSOCIATION, as Fiscal Agent  

By:       
Authorized Officer, Zions Bank Division 
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EXHIBIT A-2 

FORM OF SERIES B GOVERNMENTAL LENDER NOTE 

THIS GOVERNMENTAL LENDER NOTE MAY BE OWNED ONLY BY AN “APPROVED 
TRANSFEREE” (AS SUCH TERM IS DEFINED IN THE FUNDING LOAN AGREEMENT 
REFERENCED BELOW), AND THE HOLDER HEREOF, BY THE ACCEPTANCE OF THIS 
GOVERNMENTAL LENDER NOTE: (A) REPRESENTS THAT IT IS AN APPROVED 
TRANSFEREE, AND (B) ACKNOWLEDGES THAT IT MAY ONLY TRANSFER THIS 
GOVERNMENTAL LENDER NOTE OR ANY INTEREST HEREIN TO ANOTHER APPROVED 
TRANSFEREE IN ACCORDANCE WITH THE TERMS OF THE FUNDING LOAN 
AGREEMENT. 

 CITY OF HIBBING, MINNESOTA 

MULTI-FAMILY HOUSING REVENUE NOTE 

(LEE CENTER PROJECT) 

SERIES 2025B 

DATED [CLOSING DATE] 

$[SERIES B LOAN AMOUNT]  

FOR VALUE RECEIVED, the undersigned CITY OF HIBBING, MINNESOTA (“Obligor”) 
promises to pay to the order of CITIBANK, N.A. (“Holder”) the maximum principal sum of __________ 
DOLLARS ($[SERIES B LOAN AMOUNT]), on October 1, 2058, or earlier as provided herein, together 
with interest thereon at the rates, at the times and in the amounts provided below. 

Obligor shall pay to the Holder on or before each date on which payment is due under that certain 
Funding Loan Agreement, dated as of [Month] 1, 2025 (the “Funding Loan Agreement”), between Obligor 
and Holder, an amount in immediately available funds sufficient to pay the principal amount of and 
Prepayment Premium, if any, on this Governmental Lender Note then due and payable, whether by 
maturity, acceleration, prepayment or otherwise.  In the event that amounts derived from proceeds of the 
Borrower Loan, condemnation awards or insurance proceeds or investment earnings thereon are applied to 
the payment of principal due on this Governmental Lender Note in accordance with the Funding Loan 
Agreement, the principal amount due hereunder shall be reduced to the extent of the principal amount of 
this Governmental Lender Note so paid.  

Obligor shall pay to the Holder on or before each date on which interest on the Funding Loan is 
payable interest on the unpaid balance hereof in an amount in immediately available funds sufficient to pay 
the interest on this Governmental Lender Note then due and payable in the amounts and at the rate or rates 
set forth in the Funding Loan Agreement. 

The Funding Loan and this Governmental Lender Note are pass-through obligations relating to a 
loan (the “Borrower Loan”) made by Obligor from proceeds of the Funding Loan to LC Canopy, LLC, an 
Illinois limited liability company, as borrower (the “Borrower”), under that certain Borrower Loan 
Agreement, dated as of [Month] 1, 2025 (as the same may be modified, amended or supplemented from 
time to time, the “Borrower Loan Agreement”), between the Obligor and the Borrower. The portion of the 
Borrower Loan related to this Governmental Lender Note is evidenced by the Series B Borrower Note (as 
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defined in the Borrower Loan Agreement).  Reference is made to the Borrower Loan Agreement and to the 
Series B Borrower Note for complete payment and prepayment terms of the Series B Borrower Note, 
payments on which are passed-through under this Governmental Lender Note. 

This Governmental Lender Note is a limited obligation of the Obligor, payable solely from the 
Pledged Revenues and the Security pledged and assigned under the Funding Loan Agreement.  None of the 
Governmental Lender, the State, or any political subdivision thereof (except the Governmental Lender, to 
the limited extent set forth herein) nor any public agency shall in any event be liable for the payment of the 
principal of, premium (if any) or interest on the Funding Loan or for the performance of any pledge, 
obligation or agreement of any kind whatsoever with respect thereto except as set forth herein and in the 
Funding Loan Agreement, and none of the Funding Loan or the Governmental Lender Note or any of the 
Governmental Lender’s agreements or obligations with respect to the Funding Loan or this Governmental 
Lender Note shall be construed to constitute an indebtedness of or a pledge of the faith and credit of or a 
loan of the credit of or a moral obligation of any of the foregoing within the meaning of any constitutional 
or statutory provision whatsoever.   

All capitalized terms used but not defined herein shall have the meanings ascribed to them in the 
Funding Loan Agreement or in the Borrower Loan Agreement. 

This Governmental Lender Note is subject to the express condition that at no time shall interest be 
payable on this Governmental Lender Note or the Funding Loan at a rate in excess of the Maximum Rate 
provided in the Funding Loan Agreement; and Obligor shall not be obligated or required to pay, nor shall 
the Holder be permitted to charge or collect, interest at a rate in excess of such Maximum Rate.  If by the 
terms of this Governmental Lender Note or of the Funding Loan Agreement, Obligor is required to pay 
interest at a rate in excess of such Maximum Rate, the rate of interest hereunder or thereunder shall be 
deemed to be reduced immediately and automatically to such Maximum Rate, and any such excess payment 
previously made shall be immediately and automatically applied to the unpaid balance of the principal sum 
hereof and not to the payment of interest. 

Amounts payable hereunder representing late payments, penalty payments or the like shall be 
payable to the extent allowed by law. 

This Governmental Lender Note is subject to all of the terms, conditions, and provisions of the 
Funding Loan Agreement, including those respecting prepayment and the acceleration of maturity, and 
those respecting limitations on liability in Article V of the Funding Loan Agreement. 

If there is an Event of Default under the Funding Loan Documents, then in any such event and 
subject to the requirements set forth in the Funding Loan Agreement, the Holder may declare the entire 
unpaid principal balance of this Governmental Lender Note and accrued interest, if any, due and payable at 
once.  All of the covenants, conditions and agreements contained in the Funding Loan Documents are 
hereby made part of this Governmental Lender Note. 

No delay or omission on the part of the Holder in exercising any remedy, right or option under this 
Governmental Lender Note or the Funding Loan Documents shall operate as a waiver of such remedy, right 
or option.  In any event a waiver on any one occasion shall not be construed as a waiver or bar to any such 
remedy, right or option on a future occasion.  The rights, remedies and options of the Holder under this 
Governmental Lender Note and the Funding Loan Documents are and shall be cumulative and are in 
addition to all of the rights, remedies and options of the Holder at law or in equity or under any other 
agreement. 
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Obligor shall pay all costs of collection on demand by the Holder, including without limitation, 
reasonable attorneys’ fees and disbursements, which costs may be added to the indebtedness hereunder, 
together with interest thereon, to the extent allowed by law, as set forth in the Funding Loan Agreement but 
solely from the Pledged Revenues, the Security, or amounts provided by the Borrower. 

This Governmental Lender Note may not be changed orally.  Presentment for payment, notice of 
dishonor, protest and notice of protest are hereby waived.  The acceptance by the Holder of any amount 
after the same is due shall not constitute a waiver of the right to require prompt payment, when due, of all 
other amounts due hereunder.  The acceptance by the Holder of any sum in an amount less than the amount 
then due shall be deemed an acceptance on account only and upon condition that such acceptance shall not 
constitute a waiver of the obligation of Obligor to pay the entire sum then due, and Obligor’s failure to pay 
such amount then due shall be and continue to be a default notwithstanding such acceptance of such amount 
on account, as aforesaid.  Consent by the Holder to any action of Obligor which is subject to consent or 
approval of the Holder hereunder shall not be deemed a waiver of the right to require such consent or 
approval to future or successive actions. 
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IN WITNESS WHEREOF, the undersigned has duly executed and delivered this Governmental 
Lender Note by its authorized representative as of the date first set forth above.   

OBLIGOR: 

 CITY OF HIBBING, MINNESOTA 

      ______________________ 
Mayor 

 
 
 
 
ATTEST: 
  
City Administrator 
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CERTIFICATE OF AUTHENTICATION 

This is to certify that this Governmental Note is the Series 2025B Governmental Note referred to 
in the within mentioned Funding Loan Agreement. 

Date of Authentication:  [Month] ___, 2025 

ZIONS BANCORPORATION, NATIONAL 
ASSOCIATION, as Fiscal Agent  

By:       
Authorized Officer, Zions Bank Division 
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EXHIBIT B 

FORM OF REQUIRED TRANSFEREE REPRESENTATIONS 

[_________________, 20__] 
 
 

The undersigned, as holder (the “Holder”) of a loan (the “Funding Loan”) in the maximum amount 
of $__________ from CITIBANK, N.A. (“Funding Lender”) to City of Hibbing, Minnesota 
(“Governmental Lender”) pursuant to a Funding Loan Agreement dated as of [Month] 1, 2025 (the 
“Funding Loan Agreement”) among the Funding Lender, Zions Bancorporation, National Association, as 
Fiscal Agent, and the Governmental Lender (the “Funding Loan”) evidenced by the Multi-Family Housing 
Revenue Note (LEE Center Project) Series 2025____the “Governmental Lender Note”), or an interest 
therein, hereby represents to the Governmental Lender and the Fiscal Agent that: 

1. The Holder has sufficient knowledge and experience in financial and business matters with 
respect to the evaluation of residential real estate developments such as the Project to be able to evaluate 
the risk and merits of the investment represented by the Funding Loan.  The Holder is able to bear the 
economic risks of such investment. 

2. The Holder acknowledges that it has either been supplied with or been given access to 
information, including financial statements and other financial information, to which a reasonable investor 
would attach significance in making investment decisions, and the Holder has had the opportunity to ask 
questions and receive answers from knowledgeable individuals concerning the Governmental Lender, the 
Project [the use of proceeds of the Funding Loan and the Funding Loan and the security therefor so that, as 
a reasonable investor, the Holder has been able to make its decision to [extend/purchase] the Funding Loan 
or an interest therein]  In entering into this transaction, the Holder acknowledges that it has not relied upon 
any representations or opinions of the Governmental Lender relating to the legal consequences to the 
Funding Lender or other aspects of its making the Funding Loan and acquiring the Governmental Lender 
Note, nor has it looked to or expected, the Governmental Lender to undertake or require any credit 
investigation or due diligence reviews relating to the Borrower, its financial condition or business 
operations, the Project (including the financing or management thereof), or any other matter pertaining to 
the merits or risks of the transactions contemplated by the Funding Loan Agreement and the Borrower Loan 
Agreement, or the adequacy of the funds pledged to the Funding Lender to secure repayment of the 
Governmental Lender Note. 

3. The Holder is an Approved Transferee (as defined in the Funding Loan Agreement). 

4. The Holder acknowledges that it is purchasing [an interest in] the Governmental Lender 
Note for investment for its own account and not with a present view toward resale or the distribution thereof, 
in that it does not now intend to resell or otherwise dispose of all or any part of its interests in the 
Governmental Lender Note and the Funding Loan; provided, however, that the Holder may sell or transfer 
the Governmental Lender Note and the Funding Loan as provided in Section 2.4 of the Funding Loan 
Agreement.   

5. In the event any placement memorandum to be provided to any subsequent buyer or 
beneficial owner of such portion of the Funding Loan will disclose information with respect to the 
Governmental Lender other than its name, location and type of political subdivision and general information 
with respect to the Funding Loan and Borrower Loan and related documents, the Holder will provide the 
Governmental Lender with a draft of such placement memorandum and the Governmental Lender shall 
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have the right to approve any description of the Governmental Lender therein (which approval shall not be 
unreasonably withheld). 

6. The Holder understands that the Funding Loan is a limited obligation of the Governmental 
Lender; payable solely from funds and moneys pledged and assigned under the Funding Loan Agreement, 
and that the liabilities and obligations of the Governmental Lender with respect to the Funding Loan are 
expressly limited as set forth in the Funding Loan Agreement and related documents. 

7. Capitalized terms used herein and not otherwise defined have the meanings given such 
terms in the Funding Loan Agreement. 

[Remainder of page intentionally left blank.] 
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[Signature Page to Required Transferee Representations] 
 
 

[  ], as Holder 
 
 
By 
Name 
Its 
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EXHIBIT C 
 

FORM OF WRITTEN REQUISITION  
(Project Fund) 

Draw #                 
Zions Bancorporation, National Association, as Fiscal Agent 
Chicago, Illinois 
 
 

Re: City of Hibbing, Minnesota Multi-Family Housing Revenue Note (LEE Center 
Project) Series 2025A and B 

This requisition is being delivered to you in accordance with the Funding Loan Agreement dated 
as of [Month] 1, 2025 (the “Funding Loan Agreement”) among Citibank, N.A. (the “Funding Lender”), the 
City of Hibbing, Minnesota (the “Governmental Lender”) and Zions Bancorporation, National Association, 
as fiscal agent (the “Fiscal Agent”) pursuant to which the above-referenced note (the “Governmental Lender 
Note”) was issued.  Capitalized terms not defined herein shall have the meanings assigned thereto in the 
Funding Loan Agreement. 

1. You are requested to disburse funds in the amount of $[                ] from the [Note 
Proceeds] [Borrower Equity] Account of the Project Fund [as Draw #         ] pursuant to Section 7.7 of the 
Funding Loan Agreement in the amount(s) and to the person(s) as follows: 

[Insert grid (see below) summarizing all funds, including amount, source and payee, which are 
being requisitioned from the Fiscal Agent pursuant to this requisition.] 

 

2. The undersigned certifies that: 

(i) the obligation stated on this Requisition has been incurred in, or in relation to, the 
acquisition, rehabilitation, construction or equipping of the Project, each item is a proper charge 
against the Project Fund, and the obligation has not been the basis for a prior requisition that has 
been paid; 

(ii) this Requisition contains no items representing any Closing Costs or any other 
amount constituting an issuance cost under Section 147(g) of the Code and payment of the costs 
referenced herein will not violate any representation, warranty or covenant of the Borrower in the 
Borrower Loan Agreement, the Regulatory Agreement or the Tax Certificates; [Not required for 
draws from Borrower Equity Account] 

(iii) not less than 95% of the sum of: (a) the amounts requisitioned by this Requisition 
to be funded from the Note Proceeds Account of the Project Fund plus (b) all amounts previously 

Amount Funding Source Payable To 
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disbursed from the Note Proceeds Account of the Project Fund have been or will be applied by the 
Borrower to pay Qualified Project Costs (as defined in the Borrower Loan Agreement); [Not 
required for draws from Borrower Equity Account] 

(iv) the Borrower acknowledges that fees, charges or profits (including, without 
limitation, developer fees) payable to the Borrower or a “related person” (within the meaning of 
Section 144(a)(3) of the Code) are not deemed to be Qualified Project Costs;  

(v) as of the date hereof, no event or condition has happened or is happening or exists 
that constitutes, or that with notice or lapse of time or both, would constitute, an Event of Default 
under the Funding Loan Agreement or under the Borrower Loan Agreement; 

(vi) The Borrower will provide a copy of each payee's Form W-9 or Form W-8, as 
applicable (unless previously provided). The Borrower further acknowledges that the Fiscal Agent 
cannot process such disbursement request until the Fiscal Agent is in receipt of a valid Form W-9 
or Form W-8, as applicable, in accordance with Internal Revenue Service regulations and the 
Foreign Account Tax Compliance Act 

(vii) With respect to this requested disbursement, the Borrowers (i) certify that they 
have reviewed any wire instructions set forth in this written disbursement direction to confirm such 
wire instructions are accurate, (ii) each agree to indemnify and hold harmless the Fiscal Agent from 
and against any and all claim, demand, loss, liability, or expense sustained, including but not limited 
to attorney fees and expenses resulting directly or indirectly as a result of making the disbursement 
requested, and (iii) each agree they will not seek recourse from the Fiscal Agent as a result of losses 
incurred by it for making the disbursement in accordance with this disbursement direction 

 

Dated:  ______________, 20___ 

 
LC CANOPY, LLC 
an Illinois limited liability company 

 
By: LC Trunk, LLC,  

an Illinois limited liability company 
its managing member 

 
By: Stone Beam Development LLC,  

an Illinois limited liability company,  
its manager 

 
By:      

Joseph Walsh, manager 
 
 
 
Approved by Funding Lender: 

CITIBANK, N.A. 
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By:  _____________________________ 

Title:  ___________________________ 

Date:  ___________________________ 
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EXHIBIT D 
 

CLOSING COSTS REQUISITION 

Zions Bancorporation, National Association, as Fiscal Agent 
Chicago, Illinois 
 

Re: City of Hibbing, Minnesota Multi-Family Housing Revenue Note (LEE Center Project) 
Series 2025A and B 

 
The undersigned, an Authorized Representative of LC Canopy, LLC, an Illinois limited liability 

company (the “Borrower”), hereby certifies to you that he/she is authorized and empowered to submit this 
requisition to you and that attached hereto as Schedule “A” is a schedule of issuance costs incurred in 
connection with the closing of the funding loan evidenced by the above described Governmental Lender 
Note (the “Governmental Lender Note”), including the names and addresses of the payees and the specific 
amounts payable to each such payee, and that to the best of the undersigned’s information and belief, such 
amounts are true and correct. 

This requisition is being delivered to you in accordance with the Funding Loan Agreement dated 
as of [Month] 1, 2025 (the “Funding Loan Agreement”) among Citibank, N.A. (the “Funding Lender”), the 
City of Hibbing, Minnesota (the “Governmental Lender”) and Zions Bancorporation, National Association, 
as Fiscal Agent, pursuant to which the Governmental Lender Note was issued and delivered.  You are 
hereby instructed to withdraw from the Closing Costs Fund created under the Funding Loan Agreement the 
amounts shown across from each payee listed on Schedule “A” hereto and pay such amounts to each such 
payee by wire transfer or by such other means as is acceptable to you and any such payee. 

Very truly yours, 
 
 
 

LC CANOPY, LLC 
an Illinois limited liability company 

 
By: LC Trunk, LLC,  

an Illinois limited liability company 
its managing member 

 
By: Stone Beam Development LLC,  

an Illinois limited liability company,  
its manager 

 
By:      

Joseph Walsh, manager 
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Approved by Funding Lender: 

CITIBANK, N.A. 

 

By:  _____________________________ 

Title:  ___________________________ 

Date:  ___________________________ 
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SCHEDULE “A” 

Note: $[LOAN AMOUNT] [NOTE CAPTION] 
Payee:  
Amount:  
Method of Payment:  
Description of Expense:  
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GOVERNMENTAL PROMISSORY NOTE 
(Seller Loan) 

 

 [Month] __, 2025 
  
  

FOR VALUE RECEIVED, the undersigned CITY OF HIBBING, MINNESOTA, a 
municipal corporation and political subdivision of the State of Minnesota (the “Issuer”), hereby 
promises to pay to the order of LC WFE Root, LLC, an Illinois limited liability company (the 
“Subordinate Lender”), as security for, or such other address as Subordinate Lender may from 
time to time direct, in lawful money of the United States, the principal sum of ______ Million 
________ Thousand and No/100 Dollars ($________.00).  

This Governmental Promissory Note is issued pursuant to the Subordinate Loan 
Agreement and Assignment dated as of [Month] 1, 2025 (the “Subordinate Loan Agreement”) 
among the Issuer, the Subordinate Lender and LC CANOPY, LLC, an Illinois limited liability 
company (the "Borrower"). 

1. Interest Rate. 

Interest on the outstanding principal balance hereof shall accrue at ____ percent (____%)] 
interest, until all amounts due hereunder have been paid in full.  Interest shall be payable solely 
and only from the sources specified below.  Interest shall be payable upon the Maturity Date as 
defined in Section 2 below and shall compound annually on [Month] 1 of each year, commencing 
[Month] 1, 2026.. 

2. Payments. 

The principal amount of this Governmental Promissory Note (the "Note"), together with 
accrued, unpaid and compounded interest thereon, shall be paid upon the earlier to occur (the 
"Maturity Date") (as such Maturity Date may be accelerated as provided herein) of [(i) December 
31, 2065] or (ii) the sale or transfer of the Property (defined below) to an entity which is not an 
affiliate of LC CANOPY, LLC, an Illinois limited liability company (the "Borrower").  Payments 
of outstanding principal and accrued interest shall be made from time to time solely from amounts 
received from Borrower pursuant to Borrower’s Promissory Note (Seller Loan) (the “Borrower 
Note”) payable to the Issuer, and assigned to Subordinate Lender.   The Borrower Note is payable 
from Cash Flow, as defined in the First Amended and Restated Operating Agreement of Borrower 
(the “Operating Agreement”), pursuant to Exhibit A-4 of the Operating Agreement, and the 
remaining unpaid principal balance and any unpaid accrued interest of this Note will be due and 
payable on the Maturity Date.  All outstanding principal of this Note together with accrued, but 
unpaid, interest thereon, will be due and payable on the Maturity Date.  Borrower has covenanted 
not to amend the Operating Agreement in a manner that would adversely affect Cash Flow 
payments on the Borrower Note without Lender’s prior written consent. 
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3. Prepayments. 

 
This Note shall be prepaid on the date and in the amount that the Borrower Note is prepaid, 

without any prepayment premium or penalty.  
 

4. Collateral Security. 

The Borrower Note is secured by a Junior Mortgage, Assignment of Rents and Security 
Agreement of even date herewith (the “Mortgage”), which Mortgage has been executed by 
Borrower in favor of Issuer, and assigned by Issuer to Subordinate Lender, which Mortgage 
encumbers that certain property located in Hibbing, Minnesota known as LEE Center, and which 
is legally described on Exhibit A to the Mortgage (the “Property”). The Borrower Note, this Note, 
the Subordinate Loan Agreement and the Mortgage, collectively, are hereby referred to as the 
“Loan Documents.”  

5. Default; Acceleration. 

(a) Default.  At the election of Subordinate Lender and in connection with an acceleration 
of the Borrower Note, the principal sum remaining unpaid hereon, along with any accrued but 
unpaid interest, if any, shall become immediately due and payable at the place of payment 
aforesaid in case of (i) any default in the payment of principal when due in accordance with the 
terms hereof and the continuation thereof for ten (10) days after written notice to the Issuer and 
Borrower from Lender, or when a default shall occur and continue for thirty (30) days after written 
notice to the Issuer and Borrower from Subordinate Lender in the performance of any other 
agreement contained in this Note or the Borrower Note.  There shall be no default for construction 
or rehabilitation delays beyond the reasonable control of Borrower, provided that such delays do not 
exceed one hundred twenty (120) days, or such longer period of time as may be specified in the Loan 
Documents. 

(b) Waiver.  Issuer waives presentment, protest and demand, notice of protest of demand 
and of dishonor and non-payment of this Note, and expressly agrees that this Note, or any payments 
hereunder, may be extended from time to time without in any way affecting the liability of Issuer.  
Subordinate Lender shall not by any act or omission be deemed to have waived any rights or 
remedies Lender may have hereunder, unless such waiver is in writing and signed by Subordinate 
Lender, and then only to the extent specifically set forth therein.  A waiver by Lender of one event 
shall not be construed as containing or as a bar to or waiver of such right or remedy on a subsequent 
event. 

6. Intentionally Deleted. 

7. Miscellaneous. 

(a) Notices.  All notices, demands, consents, requests or other communications that are 
either required or contemplated in connection with this Note shall be in writing, and 
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shall be deemed given to the intended recipient thereof  at the addresses and as provided 
in Section 9.1 of the Subordinate Loan Agreement. 

 
(b) Rights or Remedies Cumulative.  The rights or remedies of Subordinate Lender as 

provided in this Note shall be cumulative and concurrent, and may be pursued singularly, 
successively or together.  The failure to exercise any such right or remedy shall in no event be 
construed as (i) a waiver of the rights to the later exercise thereof, or (ii) the release thereof. 

(c) Severability.  If any term, covenant or provision contained in this Note, or the 
application thereof to any person or circumstance, shall be determined to be void, invalid, illegal 
or unenforceable to any extent or shall otherwise operate to invalidate this Note, in whole or part, 
then such term, covenant or provision only shall be deemed not contained in this Note; the 
remainder of this Note shall remain operative an in full force and effect shall be enforced to the 
greatest extent permitted by law as if such clause or provision had never been contained herein or 
therein; and the application of such term, covenant or provision to other persons or circumstances 
shall not be affected, impaired or restricted thereby. 

(d) Governing Law.  This Note shall be construed in accordance with, and governed by, 
the laws of the State of Minnesota.  

Notwithstanding anything apparently to the contrary in the Loan Documents, the 
enforcement of Lender’s rights thereunder shall be subject to, limited by and conducted in 
accordance with the provisions of Minnesota Statutes Section 559.17 and 576.25, as applicable, 
and as the same may be amended and replaced from time to time. 

Issuer waives all right of homestead exemption in the Mortgage Property. 

(e) Captions. The captions or headings at the beginning of any paragraph or portion of 
any paragraph in this Note are for the convenience of Issuer and Subordinate Lender and for 
purpose of reference only and shall not limit or otherwise alter the meaning of the provisions of 
this Note. 

(f) Subsequent Holders.  Upon any endorsement, assignment or other transfer of this Note 
by Lender or by operation of law, the term " Subordinate Lender" as used herein shall mean the 
endorsee, assignee, other transferee or successor to Subordinate Lender then becoming the holder 
of this Note. 

(g) Subsequent Obligors.  This Note and all provisions hereof shall be binding on all 
persons claiming under or through Borrower.  The terms “Issuer” and "Borrower " as used herein, 
shall include the respective successors, assigns, legal and personal representatives, executors, 
administrators, devisees, legatees and heirs of Borrower or, as applicable, Issuer. 

8. Nonrecourse Obligation; Limited Liability of Issuer.  This Note is a limited obligation 
of the Issuer, payable solely from the amounts payable by the Borrower under the Borrower Note 
and the Mortgage.  None of the Issuer, the State of Minnesota, or any political subdivision thereof 
(except the Issuer, to the limited extent set forth herein) nor any public agency shall in any event 
be liable for the payment of the principal of, premium (if any) or interest on this Note or for the 
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performance of any pledge, obligation or agreement of any kind whatsoever with respect thereto 
except as set forth herein, and this Note shall not be construed to constitute an indebtedness of or 
a pledge of the faith and credit of or a loan of the credit of or a moral obligation of any of the 
foregoing within the meaning of any constitutional or statutory provision whatsoever. 

No covenant, condition or agreement contained herein shall be deemed to be a covenant, 
agreement or obligation of any present or future officer, director, employee or agent of the Issuer 
in his or her individual capacity, and neither the officers, directors, employees or agents of the 
Issuer executing this Note shall be liable personally on this Note or be subject to any personal 
liability or accountability by reason of the issuance of this Note. 

9. Investor Member Consent for Modification.  Notwithstanding anything to the contrary 
herein, this Note may not be modified, amended, transferred or assigned without the prior written 
consent of the Investor Member (as defined in the Operating Agreement).  Further, neither this 
Note, nor any interest therein may be assigned to a third party without the prior written consent of 
the Investor Member 

10. Standstill.   Notwithstanding the foregoing, until the end of the later of (i) the Compliance 
Period (as such term is defined in the Operating Agreement), or (ii) the date on which the Investor 
Member, or its affiliates, is no longer a member of Borrower (the “Standstill Period”), Subordinate 
Lender will not commence foreclosure proceedings with respect to the Property under this Note, 
the Borrower Note or the Mortgage or exercise any other rights or remedies it may have under this 
Note, the Borrower Note or the Mortgage, including, but not limited to, accelerating this Note and 
the Borrower Note, collecting rents, appoint (or seeking the appointment of) a receiver or 
exercising any other rights or remedies thereunder.  Lender waives no rights or remedies it may 
have under this Note and the Borrower Note or the Mortgage, but merely agrees not to enforce 
those rights or remedies until the end of the Standstill Period. 

11. Investor Member Right to Cure.  

 (a)  Prior to exercising any remedies under this Note or the Mortgage, Subordinate Lender 
shall give Issuer, Borrower and the Investor Member simultaneous written notice of any default. 
Notwithstanding anything to the contrary in this Note or the Mortgage and in addition to any other 
cure provisions contained therein, the Investor Member (or an affiliate thereof) shall have the right, 
but not the obligation, to cure any defaults of Issuer hereunder and of the Borrower under the 
Borrower Note, and Subordinate Lender agrees to accept cures tendered by the Investor Member (or 
an affiliate thereof) on behalf of Borrower within the cure periods described herein.  In the event of a 
monetary Event of Default under the Loan Documents, Investor Member (or an affiliate thereof), 
shall have the right (but not the obligation) to cure the default within 30 days after receipt of such 
notice prior to exercise of any remedies available to Subordinate Lender under the Loan Documents.   
 
 (b)  If a non-monetary Event of Default occurs under the terms of any of the Loan 
Documents, prior to exercising any remedies thereunder Subordinate Lender shall give Issuer and 
Borrower and the Investor Member simultaneous written notice of such default.  If the default is 
reasonably capable of being cured within thirty (30) days, Issuer shall have such period to effect a 
cure prior to the exercise of remedies by Subordinate Lender under the Loan Documents, or such 
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longer period of time as may be specified in the Loan Documents. If the default is such that it is not 
reasonably capable of being cured within thirty (30) days or such longer period if so specified, and if 
Borrower or Investor Member (or an affiliate thereof) (i) initiates corrective action within said period, 
and (ii) diligently, continually, and in good faith works to effect a cure as soon as possible, then Issuer, 
Borrower and Investor Member (or an affiliate thereof) shall have such additional time as is 
reasonably necessary to cure the default prior to exercise of any remedies by Subordinate Lender. 
 

12. Costs and Enforcement.  Issuer agrees to pay to Lender, but solely from amounts payable 
by Borrower, on demand all costs and expenses incurred by Subordinate Lender in seeking to collect 
this Note or to enforce any of Subordinate Lender’s rights and remedies under the Loan Documents, 
including court costs and reasonable attorneys’ fees and expenses actually incurred, whether or not 
suite is filed hereon, or whether in connection with arbitration, bankruptcy, insolvency or appeal. 
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Signature Page for Governmental Promissory Note (Seller Loan) 

IN WITNESS WHEREOF, Issuer has executed this Note as of the date set forth above. 

 

ISSUER: 

CITY OF HIBBING, MINNESOTA 
 
 

By:      
Mayor 
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SUBORDINATE LOAN AGREEMENT AND ASSIGNMENT 

By and among 

CITY OF HIBBING, MINNESOTA 
as Issuer 

and 

LC CANOPY, LLC 
as Borrower 

and 

LC WFE ROOT, LLC 
as Subordinate Lender 

Relating to: 

$_________ 
 

CITY OF HIBBING, MINNESOTA  
SUBORDINATE MULTI-FAMILY HOUSING REVENUE NOTE  

 (LEE CENTER- SELLER LOAN) 
 

Dated as of [Month] 1, 2025 
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SUBORDINATE LOAN AGREEMENT AND ASSIGNMENT 

This SUBORDINATE LOAN AGREEMENT AND ASSIGNMENT (this 
“Subordinate Loan Agreement”) is made and entered into as of the [Month] 1, 2025, among the 
CITY OF HIBBING, MINNESOTA (the “Issuer”), a municipal corporation and political 
subdivision duly created and existing under and by virtue of the laws of the State of Minnesota 
(the “State”), LC CANOPY, LLC, an Illinois limited liability company (the “Borrower”) and 
LC WFE ROOT, LLC, an Illinois limited liability company (the “Subordinate Lender”). 

RECITALS: 

WHEREAS, the Issuer is authorized and empowered by Minnesota Statutes, Chapter 
462C and 474A, as amended (the “Act”), to finance costs of acquisition, construction, renovation 
and equipping of affordable rental residential housing developments within the jurisdiction of the 
Issuer by issuing its revenue bonds or notes; and 

WHEREAS, the Borrower has requested that the Issuer issue and deliver its Subordinate 
Multi-Family Housing Revenue Note (LEE Center - Seller Loan) in the original aggregate 
principal amount of $___________ (the “Subordinate Governmental Note”) a form of which is 
attached hereto as Exhibit A, directly to the Subordinate Lender in order to finance a portion of 
the costs of the acquisition by the Borrower of a 95-unit multifamily rental housing development 
to be occupied by senior individuals and families of low or moderate income and related personal 
property and equipment, and located in the jurisdiction of the Issuer (collectively, the “Project”); 
and 

WHEREAS, the Borrower will execute and deliver to the Issuer a Subordinate Borrower 
Note, dated [Month __], 2025 (the “Subordinate Borrower Note”), a form of which is attached 
hereto as Exhibit C, and has further agreed to secure its obligations under this Subordinate Loan 
Agreement and the Subordinate Borrower Note by a Mortgage and Security Agreement of even 
date herewith from the Borrower to the Issuer (the “Subordinate Mortgage”) pursuant to which 
the Borrower will grant a subordinate mortgage lien on the Project to the Issuer; and 

WHEREAS, pursuant to Section 5.6 below and separate assignments by the Issuer, the 
Issuer will assign to the Subordinate Lender all of its right, title and interest in and to this 
Subordinate Loan Agreement, the Subordinate Borrower Note and the Subordinate Mortgage 
(except for the Issuer’s Reserved Rights, as defined therein). 

NOW, THEREFORE, in consideration of the mutual agreements hereinafter contained, 
the parties agree as follows: 

ARTICLE 1 
DEFINITIONS AND INTERPRETATION 

Section 1.1. Definitions.  

Unless the context otherwise requires, defined terms in the Recitals and elsewhere herein, 
and in any agreement supplemental hereto, shall have the meanings herein specified below, such 
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definitions to be equally applicable to both the singular and plural forms of any of the terms 
defined:  

“Authorized Borrower Representative” means any person at the time designated to act on 
behalf of the Borrower by written certificate furnished to the Issuer and the Subordinate Lender, 
containing the specimen signature of such person and signed on behalf of the Borrower. Such 
certificate may designate an alternate or alternates. 

“Authorizing Resolution” means the resolution of the Issuer adopted by the City Council 
of the Issuer on September 3, 2025, authorizing the issuance and sale of the Subordinate Issuer 
Documents, as the same may be amended, modified or supplemented by any amendments or 
modifications thereof. 

“Bond Year” means any twelve-month period ending on the anniversary of the Closing 
Date; except as provided in the Tax Certificates. 

“Borrower” means LC Canopy, LLC, an Illinois limited liability company, its successors 
and assigns. 

“Cash Flow” shall have the meaning set forth in Section 2.01 and Exhibit A-4 of the 
Operating Agreement. 

“Certificate” means a certification in writing required or permitted of Borrower by the 
provisions of the Subordinate Loan Agreement or the other Subordinate Borrower Loan 
Documents, signed and delivered to the Subordinate Lender or other proper person or persons. If 
and to the extent required by the provisions of hereof, each Certificate shall include the statements 
provided for in Section 1.02. 

“City Council” means the City Council of the Issuer. 

“Closing Date” means [Month] ___, 2025, the date of issuance and initial delivery to the 
Subordinate Lender of the Subordinate Governmental Note as provided in Section 3.01 hereof. 

“Code” means the Internal Revenue Code of 1986, as amended and Treasury Regulations 
promulgated thereunder. 

“Computation Date” means the end of the fifth Bond Year, every fifth anniversary 
thereafter, and the date on which all principal of and interest on the Subordinate Governmental 
Note are finally paid. 

“Default” means default in the performance or observance of any of the covenants, 
agreements or conditions on the part of the Borrower contained in the Subordinate Borrower Loan 
Documents. 

“Event of Default” means an Event of Default described in Section 8.1 hereof, which has 
not been cured. 

“Fiscal Agent” means Zions Bancorporation, National Association. 
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“Issuer” means the City of Hibbing, Minnesota, a municipal corporation and political 
subdivision of the State. 

“Issuer Fee” means $50,000, which applies to the Senior Governmental Notes and the 
Subordinate Governmental Note, collectively. 

“Land” means the Land described in Exhibit A to the Subordinate Mortgage, as amended 
from time to time, constituting the site on which the Project Buildings are located. 

“Maturity Date” means the earlier of (i) [December 1, 2065] or (ii) an acceleration of the 
payment, in full, of the then-outstanding principal of the Subordinate Governmental Note plus the 
unpaid interest thereon pursuant to the terms of this Subordinate Loan Agreement, the Subordinate 
Governmental Note, the Subordinate Mortgage, or any other document relating to the Subordinate 
Borrower Loan. 

“Mortgaged Property” means the Mortgaged Property as defined in the Subordinate 
Mortgage. 

“Outstanding” when used as of any particular time with reference to the Subordinate 
Governmental Note, means the then outstanding principal balance of the Subordinate 
Governmental Note theretofore executed and delivered under the Authorizing Resolution, but 
excepting any Subordinate Governmental Note in lieu of or in substitution for which another 
Subordinate Governmental Note shall have been executed and delivered pursuant to the terms of 
the Authorizing Resolution. 

“Operating Agreement” means the First Amended and Restated Operating Agreement of 
the Borrower, dated [Month] __, 2025, as may be amended and supplemented from time to time. 

“Person” means any natural person, corporation, joint venture, cooperative, partnership, 
trust or unincorporated organization, government or governmental body or agency, political 
subdivision or other legal entity, as in the context may be appropriate. 

“Project” means the Project described in Section 1.2 hereof 

“Project Buildings” means the buildings located at the site of the Project which will be 
acquired and owned by the Borrower. 

“Project Facilities” means the Project Buildings and the Land. 

“Rebate Amount” means, with respect to a Rebate Payment Date, the amount which would 
be required to be paid as rebate with respect to Subordinate Governmental Note under Section 
148(f) on the Code if the Subordinate Governmental Note were finally paid on the related 
Computation Date as provided in the Tax Certificates. 

“Rebate Payment Date” means each date on which any Rebate Amount then due is paid to 
the United States of America pursuant to Section 148(f) of the Code as provided in the Tax 
Certificates. 
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“Redeem” or “redemption” means and includes “prepay” or “prepayment” as the case may 
be. 

“Registrar” means, initially, the Subordinate Lender, or any other “Registrar” selected by 
the Issuer, the Borrower and the new “Registrar.” 

“Regulatory Agreement” means the Regulatory Agreement, dated as of [Month] 1, 2025, 
among the Issuer, the Fiscal Agent and the Borrower. 

“Senior Borrower Notes” means, collectively, the Borrower’s Multifamily Note Series A 
(relating to the Series A Governmental Note) and its Multifamily Note Series B (relating to the 
Series B Governmental Note), each dated the Closing Date, evidencing the Senior Loan. 

“Senior Governmental Notes” means collectively, the Series A Governmental Note and the 
Series B Governmental Note. 

“Senior Loan” means the loan of the proceeds of the Senior Governmental Notes to the 
Borrower, as evidenced by the Senior Borrower Notes. 

“Senior Loan Documents” means all instruments and documents evidencing or securing 
the Senior Loan. 

“Series A Governmental Note” shall mean that certain Multi-Family Housing Revenue 
Note (LEE Center Project) Series 2025A, in the original principal amount of $_______ made by 
the Issuer and payable to the Funding Lender, as it may be amended, supplemented or replaced 
from time to time. 

“Series B Governmental Note” shall mean that certain Multi-Family Housing Revenue 
Note (LEE Center Project) Series 2025B, in the original maximum principal amount of $______ 
made by the Issuer and payable to the Funding Lender, as it may be amended, supplemented or 
replaced from time to time. 

“State” means the State of Minnesota. 

“Subordinate Borrower Documents” means this Subordinate Loan Agreement, the 
Subordinate Borrower Note and the Subordinate Mortgage. 

“Subordinate Borrower Note” means that promissory note from the Borrower to the Issuer 
securing the Borrower’s payment obligations under the Subordinate Borrower Loan in the form 
attached hereto as Exhibit C. 

“Subordinate Governmental Note” means the Issuer’s Subordinate Multi-Family Housing 
Revenue Note (LEE Center- Seller Loan) in the original principal amount of $___________ in the 
form attached hereto as Exhibit A. 

“Subordinate Holder” means the person or persons in whose name the Subordinate 
Governmental Note shall be registered and, initially, is the Subordinate Lender 
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“Subordinate Issuer Documents” means this Subordinate Loan Agreement, the Subordinate 
Governmental Note and the Regulatory Agreement. 

“Subordinate Lender” means LC WFE Root, LLC, and any successors or assigns, as seller 
of the Project Facilities to the Borrower. 

“Subordinate Borrower Loan” means the loan from the Issuer to the Borrower made 
pursuant to this Subordinate Loan Agreement. 

“Subordinate Loan Agreement” means this Subordinate Loan Agreement. 

“Subordinate Borrower Loan Documents” means the Subordinate Issuer Documents and 
the Subordinate Borrower Documents. 

“Subordinate Borrower Loan Repayments” means the payments made or to be made by the 
Borrower pursuant to Section 5.01 hereof. 

“Subordinate Mortgage” means the Junior Mortgage, Assignment of Rents and Security 
Agreement (LEE Center - Seller Loan), dated as of [Month] 1, 2025, from the Borrower to the 
Issuer, as amended or supplemented from time to time. 

“Tax Certificates” means, collectively, the Arbitrage and Tax Certificate, dated the Closing 
Date, executed and delivered by the Issuer and the Borrower, together with the Project Certificate, 
dated the Closing Date, executed and delivered by the Borrower. 

Section 1.2. Description of Project.   

The term “Project” refers to the acquisition, renovation and equipping of a 95-unit 
multifamily rental housing facility project to be occupied by senior individuals and families of 
low, middle or moderate income, and related personal property and equipment, and located in the 
City of Hibbing, Saint Louis County, Minnesota, which are owned by the Borrower. 

Section 1.3. Additional Provisions as to Interpretation.   

All references herein to “Articles”, “Sections” and other subdivisions are to the 
corresponding Articles, Sections or subdivisions of this Subordinate Loan Agreement; and the 
words “herein,” “hereof,” “hereunder” and other words of similar import refer to this Subordinate 
Loan Agreement as a whole and not any particular Article, Section or subdivision hereof.  

Any terms defined in any other Subordinate Borrower Documents or Subordinate Issuer 
Documents but not defined herein shall have the same meaning herein unless the context hereof 
clearly requires otherwise.  
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ARTICLE 2 
REPRESENTATIONS 

Section 2.1. Representations by the Issuer. 

The Issuer makes the following representations as the basis for its undertakings herein:  

(a) The Issuer is a municipal corporation and political subdivision duly created and 
existing by virtue of the laws of the State and is authorized to issue the Subordinate Governmental 
Note to finance a portion of the costs of acquiring the Project pursuant to the Act.  

(b) In authorizing the Project, the Issuer’s purpose is to promote the public welfare by 
continuing to provide rental residential housing developments within the meaning of the Act and 
assisting persons within the State to obtain decent, safe and sanitary housing at rentals they can 
afford; and facilitating the development of rental housing opportunities for residents of the Issuer. 

(c) A public hearing on the proposal to finance the Project and the “Housing Program” 
of the Issuer (as defined in the Authorizing Resolution) was called and held on September ___, 
2025, at which time all persons who appeared were given an opportunity to express their views 
with respect to the proposal to undertake and finance the Project and said Housing Program.  

(d) The Issuer has duly authorized the execution and delivery of the Subordinate Issuer 
Documents. 

(d) The issuance and sale of the Subordinate Governmental Note and the execution, 
delivery and performance of the Subordinate Issuer Documents by the Issuer have been duly 
authorized by resolutions of the City Council, including the Authorizing Resolution, duly adopted 
at a meeting of the City Council by a vote of the requisite majority of its members. 

(e) To the actual knowledge of the Issuer officials, there is no litigation pending or, 
without inquiry, threatened questioning the authority of the Issuer to issue the Subordinate 
Governmental Note, the authority of the Issuer to execute and deliver the Subordinate Issuer 
Documents, the tax-exempt status of interest on the Subordinate Governmental Note, or the 
authority of any member of the City Council or other officer or employee of the Issuer to hold 
office or take part in any of the transactions contemplated hereby. 

Section 2.2. Representations, Warranties and Covenants of the Borrower.  

The Borrower represents, warrants and covenants as follows:  

(a) The Borrower is a limited liability company duly created under the laws of the State 
of Illinois, is in good standing and duly authorized to conduct its business in the State of Minnesota 
and all other states where its activities require such authorization, has power to enter into the 
Subordinate Borrower Documents and to use the Project for the purpose set forth in this Agreement 
and by proper company action has authorized the execution and delivery of the Subordinate 
Borrower Documents. 
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(b) The execution and delivery of the Subordinate Borrower Documents, the 
consummation of the transactions contemplated thereby, and the fulfillment of the terms and 
conditions thereof do not and will not conflict with or result in a breach of any of the terms or 
conditions of the Borrower’s Operating Agreement and other organizational documents, any 
restriction or any agreement or instrument to which the Borrower is now a party or by which it is 
bound or to which any property of the Borrower is subject, and do not and will not constitute a 
default under any of the foregoing or a violation of any order, decree, statute, rule or regulation of 
any court or of any state or federal regulatory body having jurisdiction over the Borrower or its 
properties, including the Project, and do not and will not result in the creation or imposition of any 
lien, charge or encumbrance of any nature upon any of the property or assets of the Borrower 
contrary to the terms of any instrument or agreement to which the Borrower is a party or by which 
it is bound. 

(c) The design and plan of the Project comprise a residential rental development as 
contemplated by the Act, specifically a senior housing development pursuant to the requirements  
set forth in the Act; and subject to the other provisions of this Agreement, it is presently intended 
and reasonably expected that the Borrower will operate the Project Buildings on the Land 
throughout the term of this Agreement in the normal conduct of the Borrower’s business; 

(d) The Subordinate Governmental Note is issued within the exemption provided under 
Section 142(d) of the Code with respect to qualified residential rental projects; and “substantially 
all” of the proceeds of the Subordinate Governmental Note will be used for expenditures 
chargeable to the capital account of the Project; 

(e) There is public access to the Project; and, as of the date hereof, and to the 
Borrower’s knowledge, the use of the Project as designed and proposed to be operated complies, 
in all material respects, with all presently applicable development, pollution control, water 
conservation and other laws, regulations, rules and ordinances of the federal government and the 
State and the respective agencies thereof and the political subdivisions in which the Project is 
located.  All necessary and material approvals of and licenses, permits, consents and franchises 
from federal, state, county, municipal or other governmental authorities having jurisdiction over 
the Project have been, or will be, obtained to acquire, rehabilitate, install, and operate the Project 
and the Borrower has obtained all necessary approvals to enter into, execute and perform its 
obligations under the Subordinate Borrower Documents. 

(f) The proceeds of the Subordinate Governmental Note and the Senior Loan, together 
, with any other funds to be contributed to the Project by the Borrower, loaned to the Borrower or 
otherwise in accordance with this Agreement will be sufficient to pay the cost of acquiring, 
rehabilitating and equipping the Project, and all costs and expenses incidental thereto, and the 
proceeds of the Subordinate Governmental Note will be used only for the purposes contemplated 
hereby and allowable under the Act. 

(g) There are no actions, suits, or proceedings pending or, to the knowledge of the 
Borrower, threatened against or affecting the Borrower or any property of the Borrower in any 
court or before any federal, state, municipal or other governmental agency, which, if decided 
adversely to the Borrower would have a material adverse effect upon the Borrower or upon the 
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business or properties of the Borrower; and the Borrower is not in default with respect to any order 
of any court or governmental agency. 

(h) The Borrower is not in default in the payment of the principal of or interest on any 
indebtedness for borrowed money nor in default under any instrument or agreement under and 
subject to which any indebtedness for borrowed money has been issued. 

(i) The Borrower has filed all federal and state income tax returns which, to the 
knowledge of the officers of the Borrower, are required to be filed and has paid all taxes shown on 
said returns and all assessments and governmental charges received by the Borrower to the extent 
that they have become due. 

(j) To the Borrower’s knowledge, no public official of the Issuer has a conflict of 
interest arising from this Agreement nor will any public official either directly or indirectly benefit 
financially from this Agreement. 

ARTICLE 3 
ISSUANCE OF SUBORDINATE GOVERNMENTAL NOTE; LOAN OF PROCEEDS 

Section 3.1. Issuance of Subordinate Governmental Note by Issuer; Registration, 
Transfer and Cancellation of Subordinate Governmental Note.   

The Issuer will issue the Subordinate Governmental Note as provided in the Act and the 
Authorizing Resolution and will deliver the Subordinate Governmental Note to the Subordinate 
Lender to evidence the obligation to pay a portion of the purchase price of the Project.  The 
Subordinate Lender will receive the Subordinate Governmental Note on the Closing Date, upon 
satisfaction of the terms and conditions set forth in Section 3.3 (the “Closing”).  The proceeds of 
the Subordinate Governmental Note are considered to be loaned to the Borrower as provided in 
Section 3.2 of this Subordinate Loan Agreement. 

The Issuer will issue the Subordinate Governmental Note in the authorized original 
aggregate principal amount of $_________, consisting of a single fully registered Subordinate 
Governmental Note, numbered R-1, of even date herewith, substantially in the form and containing 
the terms and provisions set forth in Exhibit A hereto.  The Subordinate Governmental Note 
matures on the Maturity Date and will bear interest at the rates set forth in the Subordinate 
Governmental Note, accruing from the Closing Date set forth in the Subordinate Governmental 
Note, and will be repaid in accordance with the Subordinate Governmental Note.  

The Subordinate Governmental Note shall be fully registered as to principal and interest in 
the manner and with any additional designation as the Registrar deems necessary for the purpose 
of identifying the registered owner thereof.  The Subordinate Governmental Note shall be 
transferable only on the registration books of the Registrar.  The Registrar shall maintain books or 
other records showing the name and date of registration, address and employer identification 
number of the registered owner of the Subordinate Governmental Note and any transfers of the 
Subordinate Governmental Note as provided herein.  The Subordinate Governmental Note shall 
initially be registered to the Subordinate Lender.  Notwithstanding anything contained in this 
Subordinate Loan Agreement or the Subordinate Governmental Note to the contrary, the 

Page 261 of 373



9 

Subordinate Governmental Note may be transferred in whole, but not in part, upon delivery to the 
Issuer and the Borrower by the transferee of an executed certificate in the form attached hereto as 
Exhibit B.  This Subordinate Governmental Note has not been, and will not be, registered under 
any federal or state securities laws, must be held for investment purposes only, and may be 
transferred only if an exemption from registration is available.  In connection with any sale, 
assignment or transfer of the Subordinate Governmental Note, the Subordinate Lender shall give 
notice of such sale, assignment or transfer to the Borrower, and the Issuer and the Registrar shall 
record such sale, assignment or transfer on its books or other records maintained for the registration 
of transfer of the Subordinate Governmental Note. 

A Subordinate Governmental Note which has been surrendered for cancellation shall be 
cancelled and destroyed by the Registrar and shall not be reissued, and a counterpart of the 
certificate of destruction evidencing such destruction shall be furnished by the Registrar to the 
Issuer, the Borrower and the holder of the Subordinate Governmental Note and, upon written 
request therefor, to the Borrower.  Any Subordinate Governmental Note so cancelled may be 
retained by the Registrar for such period of time as the Registrar may determine and shall be 
destroyed by the Registrar at the end of such period.  A Subordinate Governmental Note so 
cancelled shall thereafter no longer be considered outstanding for any purpose of the Subordinate 
Governmental Note Registrar Agreement or this Subordinate Loan Agreement. 

Section 3.2. Loan of Proceeds.   

The Subordinate Governmental Note shall reflect a loan from the Subordinate Lender to 
the Issuer on the terms set forth therein and herein. The Issuer hereby lends to the Borrower the 
entire gross proceeds of the Subordinate Governmental Note, which loan is evidenced by the 
Issuer’s direct delivery of the Subordinate Governmental Note to the Subordinate Lender, on the 
Borrower’s behalf, and by the Borrower’s direct delivery of the Subordinate Borrower Note to the 
Issuer, which the Issuer has assigned to the Subordinate Lender.  The obligation of the Borrower 
to repay the Subordinate Borrower Loan, together with interest thereon shall become effective 
immediately upon the Issuer’s delivery of the Subordinate Governmental Note to the Subordinate 
Lender and shall be evidenced by and be repayable as set forth in the Subordinate Borrower Note. 

Section 3.3. Conditions to the Closing.  

The obligation of the Subordinate Lender to take delivery of, and the Issuer to deliver, the 
Subordinate Governmental Note under Section 3.01 is conditioned upon delivery to the 
Subordinate Lender and the Issuer on the Closing Date of the following:  

(a) Opinions of Fryberger, Buchanan, Smith & Frederick, P.A., as Bond Counsel and 
of Burke, Burns & Pinelli, as special tax counsel, with respect to the Subordinate Governmental 
Note, and an opinion of counsel to the Borrower, each in form and substance satisfactory to the 
Issuer and the Subordinate Lender; 

(b) Certified copy of the Authorizing Resolution; 

(c) The executed Subordinate Borrower Loan Documents; 

(d) The Tax Certificates and the Regulatory Agreement; 
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(e) An executed Subordinate Lender Investor Letter in the form attached hereto as 
Exhibit B. 

(g) Financing statements under the Uniform Commercial Code of the State, as the 
Subordinate Lender may deem necessary or desirable in order to perfect the security interests 
granted by the Issuer and the Borrower to secure the Subordinate Governmental Note, and 
completed requests for information, dated on or before the Closing Date, as to effective financing 
statements filed in all filing offices in which the financing statements shall have been filed; 

(h) A pro forma title insurance policy or marked-up title commitment insuring the 
Subordinate Lender’s interest under the Subordinate Mortgage, in form and substance satisfactory 
to the Subordinate Lender; and  

(i) All other documents or certificates the Subordinate Lender may reasonably request 
relating to the existence and good standing of the Borrower, the legal authority for and the due 
execution and validity of the Subordinate Governmental Note, the Authorizing Resolution, this 
Subordinate Loan Agreement and the other Subordinate Borrower Loan Documents, and the tax-
exempt status of interest on the Subordinate Governmental Note for Federal income tax purposes 
and all other relevant matters, all in form and substance satisfactory to the Subordinate Lender. 

ARTICLE 4 
ACQUISITION OF THE PROJECT; 

APPLICATION OF PROCEEDS 

Section 4.1. Agreement to Acquire the Project.  

On the Closing Date the Borrower will acquire from the Subordinate Lender a fee interest 
in and to the Project Facilities.  The Subordinate Governmental Note will be delivered to the 
Subordinate Lender to evidence the obligation to pay a portion of the purchase price of the Project. 

Section 4.2. Borrower Required to Provide Funds in Event Subordinate 
Governmental Note Proceeds Insufficient.  

The Issuer and the Subordinate Lender make no warranty, either express or implied, that 
the moneys which under the terms hereof will be available for payment of costs of the acquisition 
of the Project will be sufficient to pay such costs. The Borrower agrees that it shall pay or cause 
to be paid all costs of the acquisition of the Project and that to the extent such costs of the Project 
exceed the available amount of Subordinate Governmental Note proceeds, that it shall not be 
entitled to any reimbursement therefor from the Issuer or the Subordinate Lender, nor shall it be 
entitled to any diminution in or postponement of payments to be made under any provision hereof.  
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ARTICLE 5 
LOAN REPAYMENTS AND OTHER PAYMENTS; ASSIGNMENT 

Section 5.1. Repayment of Loan. 

(a) The Issuer covenants and agrees to repay the Subordinate Governmental Note in 
accordance with its terms, but such payment shall be made solely and only from payments made 
by the Borrower to the Issuer (or directly to the Subordinate Lender) under the Subordinate 
Borrower Note or the other Subordinate Borrower Documents 

(b) The Borrower covenants and agrees to repay the Subordinate Borrower Loan, 
together with interest, in Subordinate Borrower Loan Repayments which shall be made at times 
and in amounts sufficient to pay, in full and when due, all principal and interest on the Subordinate 
Governmental Note (whether due upon maturity, redemption, mandatory prepayment or 
acceleration), as described in the Subordinate Governmental Note.  Such payments by the 
Borrower under this Section shall be made directly by the Borrower to the Subordinate Lender in 
such coin or currency of the United States of America as may be legal tender for the payment of 
public and private debts.  The Borrower shall furnish to the Issuer, if the Issuer so requests, the 
advice of transmittal of such payments at the time of transmittal of payment.  All payments under 
this Section 5.01 shall be Subordinate Borrower Loan Repayments.  

(c) The Borrower covenants and agrees to pay the Subordinate Borrower Loan 
Repayments due hereunder solely from Cash Flow (except for the Subordinate Borrower Loan 
Repayment that is the payment due on the Maturity Date, and any prepayment, which shall be 
payable from any funds of the Borrower).  Except for the Subordinate Borrower Loan Repayment 
due on the Maturity Date, and any prepayment, the obligation to make Subordinate Borrower Loan 
Repayments is subject to the availability of Cash Flow to pay such Subordinate Borrower Loan 
Repayments in the priority reflected in Exhibit A-4 of the Operating Agreement,, and it shall not 
be an event of default under this Subordinate Loan Agreement to the extent that failure to make a 
Subordinate Borrower Loan Repayment is due to such lack of Cash Flow. Subject to the preceding 
sentence, in the event the Borrower shall fail to make any Subordinate Borrower Loan Repayment 
as required by this Section, the payment not made shall continue as an obligation of the Borrower 
until the amount not paid shall have been fully paid, and the Borrower agrees to pay the same with 
interest thereon, which interest shall also constitute an obligation of the Borrower.  Any unpaid 
interest on the Subordinate Borrower Note and the Subordinate Governmental Note shall 
compound annually as provided in the Subordinate Borrower Note.  The Borrower shall deliver 
written notice to the Issuer and the Registrar upon payment in full and satisfaction of the 
Subordinate Borrower Loan and all Borrower obligations under the Subordinate Loan Agreement 
evidenced by the Subordinate Borrower Note.  

Section 5.2. Additional Payments. 

In addition to the Subordinate Borrower Loan Repayments, the Borrower shall pay to, or 
at the direction of, the Issuer or the Subordinate Lender, when due and at the times requested by 
the Issuer or the Subordinate Lender, as applicable, amounts sufficient to pay in full all reasonable 
out-of-pocket expenses and costs of the Issuer and the Subordinate Lender incurred in connection 
with the collection of the Subordinate Borrower Loan, including: (i) any costs incurred in 
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connection with the purchase, transfer, registration, exchange, or redemption of the Subordinate 
Governmental Note; (ii) the fees and other costs incurred for services of such engineers, architects, 
attorneys, management consultants, accountants, and other consultants as are employed by the 
Issuer or the Subordinate Lender to make examinations or reports, provide services, or render 
opinions required or permitted by this Subordinate Loan Agreement; (iii) all costs reasonably 
incurred by the Issuer or the Subordinate Lender in the enforcement of the Subordinate 
Governmental Note, the Subordinate Borrower Note or this Subordinate Loan Agreement; (iv) all 
Rebate Amounts, and (vi) any fees or expenses of the Registrar.   

Section 5.3. No Set-Off; Borrower’s Obligations Unconditional.  

The obligation of the Borrower to make the payments and to perform and observe the other 
agreements on its part contained herein, in the other Subordinate Borrower Loan Documents and 
in the Subordinate Borrower Note shall be absolute and unconditional. So long as any principal of 
the Subordinate Governmental Note or the Subordinate Borrower Note is outstanding, the 
Borrower will pay without abatement, diminution or deduction (whether for taxes or otherwise) 
all Subordinate Borrower Loan Repayments required to be paid hereunder, regardless of any cause 
or circumstance whatsoever including, without limiting the generality of the foregoing: any 
defense, setoff, recoupment or counterclaim which the Borrower may have or assert against the 
Issuer, the Subordinate Lender or any other holder of the Subordinate Governmental Note or any 
other person; any failure of the Issuer to perform any covenant or agreement contained herein or 
in any other agreement between the Issuer or any Subordinate Governmental Noteholder and the 
Borrower; any indebtedness or liability at any time owing to the Borrower by the Issuer, the 
Subordinate Lender or any other Subordinate Governmental Noteholder or any other person; any 
acts or circumstances that may constitute failure of consideration; damage to or condemnation of 
the Project Facilities; eviction by paramount title; commercial frustration of purpose; bankruptcy 
or insolvency of the Issuer, or the Subordinate Lender; enforcement of any of the other Subordinate 
Borrower Loan Documents; any change in the tax or other laws of the United States of America 
or of any State or any political subdivision of either, or any failure of the Issuer or the Subordinate 
Lender to perform and observe any agreement, whether express or implied, or any duty, liability 
or obligation, arising out of or connected with this Subordinate Loan Agreement, the other 
Subordinate Borrower Loan Documents or the Authorizing Resolution.  

Section 5.4. Option to Prepay Loan.  

The Borrower shall have the option to prepay the Subordinate Borrower Loan and cause to 
be redeemed the Subordinate Borrower Note and, thereby, the Subordinate Governmental Note, in 
whole or in part, at any time.  Any partial prepayment of the Subordinate Borrower Note and the 
Subordinate Governmental Note shall reduce the outstanding principal balance of the Subordinate 
Borrower Note and the Subordinate Governmental Note in, if applicable, the inverse order of the 
principal installments unpaid thereon.  Any such partial prepayment shall be applied first to 
accrued and compounded interest and finally to installments of principal in, if applicable, the 
inverse order of their maturity, if applicable.  

In the event the Borrower elects to prepay the Subordinate Borrower Loan, the Borrower 
shall cause to be given in the name of the Issuer due notice of redemption or prepayment of the 
Subordinate Borrower Note and the Subordinate Governmental Note as required by the provisions 
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thereof, and shall pay the redemption price, if any, when due to the Subordinate Lender.  The Issuer 
hereby authorizes the Borrower to give all required notices of prepayment of the Subordinate 
Governmental Note.  

Section 5.5. Tax-Exempt Status of Interest on the Subordinate Governmental Note.  

It is the intention of the parties hereto that the interest paid on the Subordinate 
Governmental Note will not be included in the gross income of the recipients of said interest by 
reason of Section 103 and related Sections of the Code.  In order to confirm and carry out such 
intention:  

(a) The Borrower shall (i) on the Closing Date, provide such Certificates of the 
Authorized Borrower Representative, Opinions of Counsel, and other evidence as may be 
necessary or reasonably requested by the Issuer, the Subordinate Lender or any Subordinate Holder 
to establish the exemption of interest on the Subordinate Governmental Note under Section 103 
and related Sections and the absence of arbitrage expectation under Section 148 of the Code, and 
(ii) file such information and statements, acting alone or with the Issuer, with the Internal Revenue 
Service, as may be required from the Borrower or the Issuer to establish or preserve such 
exemption or as may be required by Section 103 and related Sections of the Code, regulations 
thereunder and related provisions of law or regulation.  

(b) If the Subordinate Lender shall be given notice of a proposed deficiency by the 
Internal Revenue Service, or if a responsible officer of the Subordinate Lender shall have actual 
knowledge of a proposed ruling by the Internal Revenue Service to the effect that interest on the 
Subordinate Governmental Note is includable in the gross income of the Subordinate Holder (other 
than the Subordinate Holder being a “substantial user” of the Project or a “related person” thereto), 
the Subordinate Lender shall give notice to the Borrower of such proposed deficiency or ruling as 
promptly as possible and permit the Borrower, to the extent reasonably possible, to participate in 
contesting any such proposed deficiency or ruling. Any expenses incurred by the Borrower or by 
any Subordinate Holder at the request of the Borrower in connection with such contest shall be 
paid by the Borrower. Notwithstanding the foregoing, the Subordinate Holder shall have the right 
to control all proceedings before the Internal Revenue Service and any judicial proceedings 
relating to taxability of interest on the Subordinate Governmental Note received by the Subordinate 
Holder, including the compromise of claims in such proceedings and abandonment of rights to 
appeal.  

(c) The Borrower hereby acknowledges and confirms its obligations under Section 148 
of the Code as described in the Tax Certificates. If the Borrower shall fail to pay the full amount 
of any Rebate Amount required to be paid by the Borrower when such payment is due, the 
Subordinate Lender may make payment to the United States, and such payment shall be an advance 
under Section 8.5 of this Subordinate Loan Agreement. In construing the Borrower’s obligations 
hereunder, all terms used in this paragraph (d) shall have the meanings provided in said Section 
148 and regulations thereunder. The Borrower agrees to make all required rebate payments to the 
United States, as and when required.  

Commented [ML1]:  Note to Jolyn-- nothing should be 
required here except for items to be provided at closing, 
although Borrower does need to make annual filings with 
IRS as provided in Regulatory Agreement 
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Section 5.6. Assignment by Issuer to Subordinate Lender.  

(a)  In order to secure the due and punctual payment of the Subordinate Governmental 
Note and all other sums due the Subordinate Lender under the Subordinate Borrower 
Documents, the Issuer does hereby pledge and assign to the Subordinate Lender and 
grant to the Subordinate Lender a security interest in all of the Issuer’s right, title, and 
interest in and to the Subordinate Borrower Documents, including, but not limited to, 
the Issuer’s right to receive Subordinate Borrower Loan Repayments, except the 
Issuer’s rights under Sections 5.2, 7.1, 7.2, 8.4, 9.9 and 9.11 hereof (collectively the 
“Issuer’s Reserved Rights”). 

 
(b) The Issuer hereby represents and warrants to the Subordinate Lender that the Issuer’s 

right, title and interest in the Subordinate Borrower Documents including without 
limitation the Subordinate Borrower Loan Repayments are free and clear of any lien, 
security interest or other encumbrance other than that arising under hereunder. 

 
(c) The Issuer hereby authorizes the Subordinate Lender to exercise, whether or not a 

default exists under the Subordinate Governmental Note or an Event of Default has 
occurred under the Subordinate Borrower Documents, either in the Issuer’s name or 
the Subordinate Lender’s name, any and all rights or remedies available to the Issuer 
under the Subordinate Borrower Documents except for the Issuer’s Reserved Rights.  
The Issuer agrees, on request of the Subordinate Lender, to execute and deliver to the 
Subordinate Lender such other documents or instruments as shall be deemed necessary 
or appropriate by the Subordinate Lender at any time to confirm or perfect the security 
interest hereby granted.  The Issuer hereby appoints the Subordinate Lender its 
attorney-in-fact to execute on behalf of the Issuer, and in its name, any and all such 
assignments, financing statements or other documents or instruments which the 
Subordinate Lender may deem necessary or appropriate to perfect, protect or enforce 
the security interest in the Subordinate Borrower Documents hereby granted. 

 
(d) The Issuer will not: 

 
(i) exercise or attempt to exercise any remedies under the Subordinate Borrower 

Documents except for the Issuer’s Reserved Rights or terminate, modify or 
accept a surrender of the same, or by affirmative act, consent to the creation or 
existence of any security interest or other lien in the Subordinate Borrower 
Documents to secure payment of any other indebtedness; or 

 
(ii) receive or collect or permit the receipt or collection of any payments, receipts, 

rentals, profits or other moneys under the Subordinate Borrower Documents 
(except as allowed under the Issuer’s Reserved Rights) or assign, transfer or 
hypothecate (other than to the Subordinate Lender hereunder) any of the same 
then due or to accrue in the future. 

 
(e) The Issuer expressly covenants and agrees that the Subordinate Lender shall be entitled 

to receive all payments under the Subordinate Borrower Documents (except any 
payments due the Issuer under the Issuer’s Reserved Rights), and hereby authorizes 
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and directs the Borrower to make such payments directly to the Subordinate Lender.  
The Subordinate Lender covenants and agrees that all payments received by the 
Subordinate Lender pursuant to the Subordinate Borrower Documents shall be applied 
to the payment of principal, interest, prepayment premiums, if any, and all other 
amounts due and payable under the Subordinate Governmental Note. 

 
(f) If an Event of Default shall occur and be continuing after the expiration of any 

applicable cure periods, subject to subsection (i) below, the Subordinate Lender may 
(1) exercise any one or more or all, and in any order, of the remedies hereinafter set 
forth, it being expressly understood that no remedy herein conferred is intended to be 
exclusive of any other remedy or remedies; but each and every remedy shall be 
cumulative and shall be in addition to every other remedy given herein or now or 
hereafter existing at law or in equity or by statute, and (2) without prior notice of any 
kind declare the principal of and interest accrued and any prepayment premium under 
the Subordinate Governmental Note immediately due and payable. 

 
(g) If an Event of Default shall occur and be continuing after the expiration of any applicable cure 
periods, the Subordinate Lender may exercise any rights and remedies and options of a secured 
party under the Uniform Commercial Code as adopted in the State of Minnesota and any and all 
rights available to it under the Subordinate Borrower Documents. 
(h) Notwithstanding anything to the contrary contained in the Subordinate Borrower 
Documents, the Subordinate Lender shall not seek or attempt to exercise any remedy under the 
Subordinate Borrower Documents, at law or in equity (including, without limitation foreclosing 
on its collateral in the Project or seeking to obtain a deed-in-lieu of foreclosure), without in each 
case satisfying the provisions of this subsection (i).   With respect to any payment default on the 
Subordinate Governmental Note, the Subordinate Lender shall have the right, but not the 
obligation, to cure such payment default within 30 days of delivery of the notice of default to the 
Borrower by the Subordinate Lender.  Upon the seizure and/or liquidation of any Project of the 
Borrower in satisfaction of the Subordinate Governmental Note, such sums received shall be paid 
to the Subordinate Lender, after payment of all reasonable costs and expenses of the liquidation. 
Nothing in this subsection (i) shall prevent the Subordinate Lender from making protective 
advances (i.e., sums advanced for the purpose of payment of real estate taxes, maintenance costs, 
insurance premiums, or other items reasonably necessary to protect the Project from forfeiture, 
casualty, loss or waste) or to cure payment defaults unilaterally and, in exchange, have preferential 
rights to repayment of the amounts advanced or made. 
(i) The Subordinate Mortgage and the Subordinate Borrower Note have been directly assigned 
by the Issuer to the Subordinate Lender to reflect the assignment made by this Section 5.6. 

ARTICLE 6 
USE OF FACILITIES 

Section 6.1. Use of Project Facilities.  

The Borrower will use the Project Facilities only in furtherance of its lawful purposes and 
will use and operate the Project Facilities, to the extent financed by the proceeds of the Subordinate 
Governmental Note, only as authorized project under the Act and as permitted under the Code.  
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The Borrower will not knowingly use or knowingly permit any person to use the Project 
Facilities for any use or purpose in violation of the laws of the United States or the State, and 
agrees to comply with all material requirements of applicable laws, regulations and statutes of the 
State or other governmental authority having jurisdiction over the Project Facilities.  The Borrower 
shall have the right to contest by appropriate legal proceedings, without cost or expense to the 
Issuer, the validity of any law, ordinance, order, rule, regulation or requirement of the nature herein 
referred to.  

Section 6.2. Maintenance and Possession of Project Facilities by Borrower; 
Operating Expenses; Ownership of Project Facilities.  

The Borrower agrees that so long as the Subordinate Governmental Note is outstanding, 
the Borrower will keep the Project Facilities in good repair and good operating condition at its 
own cost, ordinary depreciation excepted, making such repairs and replacements as are reasonably 
necessary. The Borrower will pay or cause to be paid all expenses arising from the operation and 
maintenance of the Project Facilities. The Borrower shall at all times use the Project Facilities only 
in furtherance of its lawful corporate purposes; provided, however, that so long as the exemption 
from taxation of interest on the Subordinate Governmental Note is not adversely affected, nothing 
herein contained shall be construed (i) to prevent it from ceasing to operate any portion of the 
Project Facilities, if in its reasonable judgment (evidenced, in the case of such a cessation other 
than in the ordinary course of business, by a determination by its governing body) it is advisable 
not to operate the same, or (ii) to obligate it to retain, preserve, repair, renew or replace any portion 
of the Project Facilities, leases, rights, privileges or licenses no longer used or, in the judgment of 
its governing body, useful in the conduct of its business.  

Section 6.3. Liens.  

The Borrower will pay or cause to be paid all utility charges and other charges arising from 
its operations at the Project Facilities which, if unpaid, would become a lien on the Project 
Facilities and will not permit any lien or encumbrance to be established or to remain unsatisfied 
against (a) the Mortgaged Property, except as permitted by the Subordinate Mortgage or 
Section 6.8 hereof, and (b) the Project Facilities, other than the Mortgaged Property.  The Borrower 
may in good faith contest any such lien filed or established against the Project Facilities, and in 
such event may permit the items so contested to remain undischarged and unsatisfied during the 
period of such contest and any appeal therefrom.  

Section 6.4. Taxes and Other Governmental Charges.  

The Borrower will pay, as the same respectively become due and before penalty attaches, 
any taxes, license fees and governmental charges of any kind whatsoever that may at any time be 
lawfully assessed or levied against or with respect to the operation of the Project Facilities. The 
Borrower may, at its expense in good faith contest any such taxes, assessments, license fees and 
other governmental charges by appropriate proceedings and, in the event of any such contest, may 
permit the taxes, assessments, license fees or other charges so contested to remain unpaid during 
the period of such contest and any appeal therefrom if funds sufficient to satisfy the contested 
amount have been deposited in an escrow account satisfactory to the Subordinate Lender.  
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Section 6.5. Insurance.  

So long as the Subordinate Governmental Note is Outstanding, the Borrower agrees at all 
times to keep the Mortgaged Property insured as required by the Subordinate Mortgage, and so 
long as the Senior Loan is outstanding, the Senior Loan Documents.  

Section 6.6. Damage; Destruction or Condemnation: Application of Insurance and 
Award Proceeds.  

In the event of damage to or destruction of the Project Facilities from any cause whatsoever 
or any taking of the Project Facilities, or any part thereof, whether directly or indirectly or 
temporarily or permanently, in or by condemnation or other eminent domain proceedings, except 
for any award or payment made for relocation benefits (hereinafter called a “Taking”), the 
Borrower agrees to repair or replace all Project Facilities and apply any insurance proceeds or 
proceeds of any Taking as required by the Subordinate Mortgage, subject, however, to the 
requirements of the Senior Loan Documents.  

Section 6.7. Senior Loan Refinancing.  

The Subordinate Lender shall not unreasonably withhold consent and agrees to subordinate 
to a refinancing of the Senior Loan with a new permanent mortgage loan if (i) the new loan is on 
commercially reasonable terms and (ii) will not exceed in principal amount the balance due on the 
Senior Loan plus (a) reasonable financing costs, (b) reasonable repairs and improvements to the 
Project, and (c) any other purposes approved by the Subordinate Lender.  The Borrower shall 
submit to the Subordinate Lender no later than one (1) month prior to the maturity date of the 
Senior Loan a loan commitment letter for the proposed refinancing and draft loan documents for 
the Subordinate Lender’s review.  The Subordinate Lender shall not unreasonably withhold 
consent to the refinancing loan, the loan commitment letter, and the loan documents (and will 
execute a commercially reasonable subordination agreement for the refinancing Subordinate 
Lender’s benefit) if (i) the loan and the loan documents (including any subordination agreement) 
satisfy the requirements set forth in the preceding sentence, (ii) the loan documents shall provide 
for the use of insurance proceeds for restoration in the event of casualty loss under certain 
reasonable conditions established by the refinancing senior lender, and (iii) the loan documents 
shall allow the Subordinate Lender reasonable rights to notice and opportunity to cure defaults by 
the Borrower.  

Section 6.8. Cancellation of Subordinate Borrower Note.  

The Issuer shall cancel the Subordinate Borrower Note upon cancellation of the 
Subordinate Governmental Note by the holder thereof. 
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ARTICLE 7 
SPECIAL COVENANTS 

Section 7.1. No Warranty of Condition or Suitability; Indemnification.  

(a) The Issuer does not make any warranty, either express or implied, as to the design 
or capacity of the Project Facilities, as to the suitability for operation of the Project Facilities or as 
to the condition of the Project Facilities or that the Project Facilities will be suitable for the 
Borrower’s purposes or needs. The Borrower releases the Issuer from, agrees that the Issuer shall 
not be liable for, and agrees to hold the Issuer, its Board and respective officers and employees of 
the Issuer, harmless against, any claim, cause of action, suit or liability for any loss or damage to 
property or any injury to or death of any person that may be occasioned by any cause whatsoever 
pertaining to the Project Facilities or the use thereof, except such loss, damage or injury as results 
from the gross negligence or willful misconduct of the Issuer.  

(b) The Borrower and its managing member will indemnify, defend and hold harmless 
the Issuer and its City Council members, officers, commissioners, employees and agents (the 
“Indemnified Parties”) from and against any and all claims by or on behalf of any person, firm, 
corporation or other legal entity arising from the conduct, operation or management of, or from, 
any work or thing done on the Project during the term of this Agreement, including, without 
limitation, (i) any condition of the Project; (ii) any breach or default on the part of the Borrower in 
the performance of any of its obligations under this Agreement; (iii) any act of negligence of the 
Borrower or of any of its agents, contractors, servants, employees or licensees or (iv) any act of 
negligence of any assignee or lessee of the Borrower, or of any agents, contractors, servants, 
employees or licensees of any assignee or lessee of the Borrower. The Borrower shall indemnify 
and save the Subordinate Lender and the Indemnified Parties harmless from any such claim arising 
as aforesaid, or in connection with any action or proceeding brought thereon, and upon notice from 
the Subordinate Lender or the Indemnified Parties, the Borrower shall defend them or either of 
them in any such action or proceeding, except such indemnification, defense and hold harmless 
provision shall not apply with respect to losses, claims, damages or liabilities arising out of the 
Indemnified Parties’ or Subordinate Lender’s gross negligence or willful misconduct. 

(c) The Borrower and its managing member agree to indemnify, defend and hold 
harmless the Indemnified Parties against any and all losses, claims, damages or liability to which 
the Indemnified Parties may become subject under any law in connection with the issuance and 
sale of the Subordinate Governmental Note, the carrying out of the transactions contemplated by 
this Agreement or the Subordinate Governmental Note, the conduct of any activity in connection 
with the Project, including claims for which the Indemnified Parties may be or may be claimed to 
be liable, and to reimburse the Indemnified Parties for any out-of-pocket legal and other expenses 
(including reasonable counsel fees) incurred by the Indemnified Parties in connection with 
investigating any such losses, claims, damages or liabilities, or in connection with defending any 
actions relating thereto, and as a result of the Issuer’s compliance with an audit, random or 
otherwise, by the Internal Revenue Service in connection with the Project or the Subordinate 
Governmental Note, except such indemnification, defense and hold harmless provision shall not 
apply with respect to losses, claims, damages or liabilities arising out of the Indemnified Parties’ 
or Subordinate Lender’s gross negligence or willful misconduct. The Indemnified Parties agree, at 
the request and expense of the Borrower, to cooperate in the making of any investigation in defense 

Page 271 of 373



19 

of any such claim and promptly to assert any or all of the rights and privileges and defenses 
identified in writing by the Borrower which may be available to the Indemnified Parties. These 
provisions shall survive payment of the Subordinate Governmental Note and termination of this 
Agreement. 

(d) Promptly upon written notice received from the Borrower from any Indemnified 
Party or parties of any claim or the commencement of any action or proceeding specified in the 
preceding paragraph, the Borrower will at the request of such Indemnified Party or parties, assume 
the investigation and defense of such action or proceeding including the employment of counsel 
satisfactory to such Indemnified Parties and the payment of the fees and disbursements of such 
counsel. In the event that any Indemnified Party or parties shall determine, in the exercise of their 
reasonable judgment, that there exists a conflict of interest by reason of having a common counsel 
with the Borrower or with any other Indemnified Party, or if the Borrower elects not to defend the 
action with respect to any or all Indemnified Parties, then each such Indemnified Party may employ 
separate counsel satisfactory to the Borrower to represent or defend it in any such action or 
proceeding in which it may become involved or is named as defendant and the Borrower will pay 
as incurred the fees and disbursements of such counsel. The Borrower also agrees to notify all 
Indemnified Parties promptly of the assertion against it or any of its officers, directors, partners, 
employees or agents, as the case may be, of any claim or the commencement of any action or 
proceeding arising from any act or omission of the Borrower or any of its agents, servants or 
employees in connection with this Agreement or the Project. 

(e) If the Issuer incurs any expense or suffers any losses, claims or damages or incurs 
any liabilities in connection with the transaction contemplated by this Agreement, the Borrower 
and its managing member will indemnify, defend and hold harmless the Issuer from the same and 
will reimburse the Issuer for any reasonable legal or other expenses incurred by the Issuer in 
relation thereof. The Borrower shall also reimburse the Issuer for all other costs and expenses, 
including without limitation, reasonable attorneys’ fees paid or incurred by the Issuer in connection 
with: (i) the discussion, negotiation, preparation, approval, execution and delivery of this 
Agreement and the documents and instruments related thereto; (ii) any amendments or 
modifications thereto and any document, instrument or agreement related thereto and the 
discussion, negotiation, preparation, approval, execution and delivery of any and all documents 
necessary or desirable to effect such amendments or modification; and (iii) the enforcement by the 
Issuer during the term of this Agreement or thereafter of any of the rights or remedies of the Issuer 
under this Agreement or any document, instrument or agreement related thereto, including, without 
limitation, costs and expenses of collection in the event of default, whether or not suit is filed with 
respect thereto. 

Section 7.2. Books and Records; Inspection and Examination: Notice of Defaults.  

The Borrower will keep accurate books of record and account in which true and complete 
entries will be made in accordance with generally accepted accounting principles consistently 
applied and upon request of the Subordinate Lender or the Issuer will give any representative of 
the Subordinate Lender or the Issuer access upon reasonable notice during normal business hours 
to, and permit such representative to examine, copy or make extracts from, any and all books, 
records and documents in its possession, to inspect any of its properties and to discuss its affairs, 
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finances and accounts with any of its officers, all at such times and as often as it may reasonably 
be requested.  

Section 7.3. Further Assurances, Financing Statements, Maintenance of Lien.  

At the request of the Issuer or the Subordinate Lender, the Borrower shall execute any 
financing statement or other instrument which is or may be required to carry out the intent of the 
parties as expressed in this Subordinate Loan Agreement, the Authorizing Resolution, or the other 
Subordinate Borrower Loan Documents. The Borrower shall pay the costof all financing 
statements, including any financing statement of the Issuer, under the Uniform Commercial Code, 
or similar instruments, deemed necessary by the Subordinate Lender to perfect and continue the 
security interest of the Subordinate Lender in the personal property included in the Mortgaged 
Property and in this Subordinate Loan Agreement (except for the Issuer’s rights under Sections 
5.2, 7.1, 8.4, 9.9 and 9.10 hereof), including any financing statements or continuation statements 
which the Issuer is required to file. The Subordinate Lender is expressly authorized to file a 
financing statement naming the Issuer as debtor and describing the collateral as the Issuer’s interest 
in this Subordinate Loan Agreement and the Subordinate Borrower Note.  

Section 7.4. Assignments.  

The Borrower consents to the pledge and assignment of the Subordinate Borrower Note, 
the Subordinate Borrower Loan Repayments and other interests of the Issuer in the Borrower 
Documents by the Issuer to the Subordinate Lender as provided in Section 5.6 hereof. The interests 
and obligations of the Borrower under this Subordinate Loan Agreement are non-assignable, 
unless consented to in writing by the Issuer and the Subordinate Lender.  

Section 7.5. Observance of Authorizing Resolution Covenants and Terms.  

The Borrower will not do, in any manner, anything which will cause or permit to occur any 
violation of any provision of the Authorizing Resolution, but will faithfully observe and perform, 
and will do all things necessary so that the Issuer may observe and perform, all the conditions, 
covenants and requirements of the Authorizing Resolution.  The Issuer agrees that it will observe 
and perform all obligations imposed upon it by the Subordinate Borrower Loan Documents; 
provided that the Issuer has no obligation to use its own funds to perform or cause performance of 
any such obligations, and provided further that no covenant, representation or undertaking shall 
ever give rise to any liability of the Issuer, or its officers, agents or employees or constitute a charge 
against their general credit or taxing powers.  

Section 7.6. General Tax Representations, Warranties and Covenants of Borrower.  

The Borrower makes the following representations, understanding, after such consultation 
with such legal counsel as deemed appropriate, that the exclusion from gross income of interest on 
the Subordinate Governmental Note for federal income tax purposes is dependent on the accuracy 
and truthfulness of such representations:  

(a) The Borrower will fulfill all continuing conditions specified in Section 142 of the 
Code and Section 1.103-8(b) of the Regulations applicable thereunder, to qualify the Subordinate 
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Governmental Note under Section 142(d) and the Project as a “qualified residential rental project” 
thereunder.  

(b) The Borrower will not use (or permit to be used) the Project or use or invest (or 
permit to be used or invested) the proceeds of the Subordinate Governmental Note or any other 
sums treated as “bond proceeds” under Section 148 of the Code and applicable federal income tax 
regulations, including “investment proceeds,” “sinking funds” and “replacement proceeds,” in 
such a manner as to cause the Subordinate Governmental Note to be classified “arbitrage bonds” 
under Section 148 of the Code or “federally guaranteed obligations” under Section 149(b) of the 
Code. 

(c) At least 95% of the net proceeds of the Senior Governmental Notes and the 
Subordinate Governmental Note will be used to finance costs properly chargeable to the capital 
account of a qualified residential rental project within the meaning of Section 142(d) of the Code 
and functionally related and subordinate property thereto. 

(d) The Borrower has not permitted and will not permit any obligation or obligations 
other than the Senior Governmental Notes and the Subordinate Governmental Note to be issued 
within the meaning of Section 103(b) of the Code so as to cause such obligations to become part 
of the same “issue” as the Senior Governmental Notes and the Subordinate Governmental Note if 
the result thereof would impair the tax-exempt status of the Subordinate Governmental Note. 

(e) No portion of the proceeds of the Subordinate Governmental Note will be used to 
provide any airplane, skybox, or other private luxury box, health club facility, facility primarily 
used for gambling or liquor store. 

(f) No portion of the proceeds of the Subordinate Governmental Note will be used to 
acquire (i) property to be leased to the government of the United States of America or to any 
department, agency or instrumentality of the government of the United States of America, (ii) any 
property not part of the residential rental housing portion of the Facility, or (iii) any private or 
commercial golf course, country club, massage parlor, tennis club, skating facility (including roller 
skating, skateboard and ice-skating), racquet sports facility (including any handball or racquetball 
court), hot tub facility, suntan facility or racetrack. 

(g) No portion of the proceeds of the Subordinate Governmental Note (including 
investment earnings thereon) shall be used (directly or indirectly) for the acquisition of land (or an 
interest therein) to be used for farming purposes, and less than twenty-five percent (25%) of the 
proceeds of the Subordinate Governmental Note (including investment earnings thereon) shall be 
used (directly or indirectly) for the acquisition of land to be used for purposes other than farming 
purposes. 

(h) The Borrower understands that the Code imposes a penalty for failure to file with 
the Secretary of the Treasury an annual certification of compliance with low income occupancy 
requirements, and if the requirements for a “qualified residential rental project” are not met, does 
not allow a deduction for interest paid on the Subordinate Governmental Note which accrues 
during the period beginning on the first day of the taxable year in which the Project ceases to meet 
such requirements and ending on the date the Project again meets such requirements. 
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(i) The average weighted maturity of the Senior Governmental Notes and the 
Subordinate Governmental Note does not and will not exceed 120% of the average reasonably 
expected remaining economic life of the Project within the meaning of Section 147(b) of the Code. 

(j) The Borrower shall provide on the Closing Date all information required to satisfy 
the informational requirements set forth in Section 149(e) of the Code, including the information 
necessary to complete IRS Form 8038. 

(k) The Borrower will not permit more than 2% of the aggregate proceeds of the 
Subordinate Governmental Note and the Senior Borrower Notes to be expended (or to be used to 
reimburse any person for an expenditure) to pay Costs of Issuance as provided by Section 147(g) 
of the Code. 

(l) Neither the Borrower nor any “related person” under Section 147 of the Code will 
enter into any arrangement, formal or informal, for the Borrower or such “related person” under 
Section 147 of the Code to purchase the Subordinate Governmental Note. 

(m) The Borrower will not otherwise use proceeds of the Subordinate Governmental 
Note, including earnings thereon, or take, or permit or cause to be taken, any action that would 
adversely affect the exclusion from gross income of the interest on the Subordinate Governmental 
Note, nor otherwise omit to take or cause to be taken any action necessary to maintain such 
exclusion from gross income; and, if it should take or permit, or omit to take or cause to be taken, 
as appropriate, any such action, the Borrower shall take all lawful actions necessary to rescind or 
correct such actions or omissions promptly upon having knowledge thereof. 

(n) The Borrower will comply with the requirements and conditions of the Tax 
Certificates and the Regulatory Agreement.  

Section 7.7. General Tax Representations, Warranties and Covenants of Issuer.  

The Issuer covenants to and for the benefit of the Subordinate Lender that, notwithstanding 
any other provisions of the Subordinate Governmental Note or of any other instrument, it will 
(subject to the limited liability provisions hereof): 

(a) Not knowingly take or cause to be taken any action or actions, or knowingly fail to 
take any action or actions, which would cause the interest payable on the Subordinate Governmental 
Note to be includable in gross income for federal income tax purposes; 

(b) Whenever and so often as requested by Subordinate Lender, the Issuer (at the sole 
cost and expense of the Borrower) shall do and perform all acts and things permitted by law and 
necessary or desirable in order to assure that interest paid by the Issuer on the Subordinate 
Governmental Note will be excluded from the gross income of the Subordinate Lender, for federal 
income tax purposes, pursuant to Section 103 of the Code, except in the event where any owner of 
the Subordinate Governmental Note or a portion thereof is a “substantial user” of the facilities 
financed with this Note or a “related person” within the meaning of Section 147(a) of the Code; 
and 
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(c) Not knowingly take any action or, solely in reliance upon the covenants and 
representations of the Borrower in the Subordinate Borrower Note, in the Regulatory Agreement 
and in the Tax Certificates, knowingly permit or suffer any action to be taken if the result of the 
same would be to cause the Subordinate Governmental Note to be “federally guaranteed” within the 
meaning of Section 149(b) of the Code and the Regulations. 

In furtherance of the covenants in this Section, the Issuer and the Borrower shall execute, 
deliver and comply with the provisions of the Tax Certificates (to the extent that the Issuer is a 
party), which are by this reference incorporated into this Note and made a part of this Note as if 
set forth in the Subordinate Governmental Note in full. In the event of any conflict between this 
Agreement and the Tax Certificates, the requirements of the Tax Certificates shall control. 

For purposes of this Section, the Issuer’s compliance shall be based solely on matters 
within the Issuer’s knowledge and control and no acts, omissions or directions of the Borrower, 
the Subordinate Lender or any other Persons shall be attributed to the Issuer. 

ARTICLE 8 
EVENTS OF DEFAULT AND REMEDIES 

Section 8.1. Events of Default.  

The following shall be “Events of Default” under this Subordinate Loan Agreement and 
the term “Event of Default” shall mean, whenever used in this Subordinate Loan Agreement, any 
one or more of the following events after applicable notice and cure periods:  

(a) If the Borrower fails to pay any amount due under the Subordinate Borrower Note 
or any Subordinate Borrower Loan Repayment required to be paid under the Subordinate 
Governmental Note and Section 5.1 hereof within ten (10) days of the due date (including any 
repayment of principal of the Subordinate Governmental Note due by way of acceleration, call for 
redemption of the Subordinate Borrower Note and the Subordinate Governmental Note or 
otherwise), provided that failure to pay a Subordinate Borrower Loan Repayment because of an 
insufficiency of Cash Flow shall not constitute an Event of Default except for the final Subordinate 
Borrower Loan Repayment on the Maturity Date; or 

(b) If the Borrower shall default in the due and punctual performance of any of the 
other covenants, conditions, agreements and provisions contained in the Subordinate Borrower 
Note or this Subordinate Loan Agreement, and such default shall continue for thirty (30) days after 
written notice thereof has been furnished to the Borrower from the Subordinate Lender; provided, 
however, that if such default cannot be cured within 30 days, it shall not constitute a default 
hereunder if the Borrower provides to the Subordinate Lender a proposed method and schedule of 
curing such default, initiates action to cure such default within such 30 days, diligently pursues 
such action until such default is cured and provides the Subordinate Lender with progress reports 
relating thereto at such intervals as may be reasonably requested by the Subordinate Lender; or 

(c) If an “Event of Default” or default shall occur and is continuing after the expiration 
of any applicable grace period under any other Subordinate Borrower Loan Documents; or 
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(d) If the Borrower shall (i) apply for or consent to the appointment of a receiver, 
trustee or liquidator for it or for any of its property, (ii) admit in writing its inability to pay its debts 
as they become due, (iii) make a general assignment for the benefit of creditors, (iv) be adjudicated 
a bankrupt or insolvent, or (v) file a voluntary petition in bankruptcy, or a petition or an answer 
seeking reorganization or an arrangement with creditors or to take advantage of any bankruptcy, 
reorganization, insolvency, readjustment of debt, dissolution or liquidation law or statute, or an 
answer admitting the material allegations of a petition filed against it in any proceeding under such 
law; or 

(e) If there is filed against the Borrower any involuntary petition seeking liquidation or 
reorganization of the Borrower or appointing a receiver, trustee or liquidator of the Borrower or of 
all or a substantial part of the assets thereof, and such petition shall not be dismissed or vacated 
within ninety (90) days thereafter; or 

(f) Any statement, representation, warranty or certification made by the Borrower 
under any of the Subordinate Borrower Loan Documents shall be incorrect or misleading in any 
material respect when made. 

(g) Notwithstanding anything to the contrary contained in the Subordinate Borrower 
Loan Documents, Subordinate Lender hereby acknowledges and agrees that the investor member 
of the Borrower (the “Investor Member”) has the right to cure any and all Defaults; (ii) prior to 
Subordinate Lender exercising any remedies under the Subordinate Borrower Loan Documents, 
the Investor Member will be provided notice of any and all Defaults and an opportunity to cure 
any such Defaults within thirty (30) days of receiving such notice from Subordinate Lender; and 
(iii) Subordinate Lender will accept any such cure made by the Investor Member of a Default as if 
such cure was made by Borrower on its own behalf. 

Notwithstanding anything in this Subordinate Loan Agreement to the contrary, the 
Subordinate Lender agrees that any cure made or tendered by the Borrower’s Investor Member 
shall be deemed a cure by the Borrower, and treated as if tendered by the Borrower.  

Section 8.2. Remedies on Default.  

Whenever any Event of Default shall have happened and be subsisting, any one or more of 
the following steps may be taken:  

(a) After ten (10) days written notice to the Borrower of the proposed action and 
provided that the Event of Default has not been duly cured, the Subordinate Lender may declare 
the unpaid principal of and interest on the Subordinate Borrower Note and the Subordinate 
Governmental Note, and all or any amounts of Subordinate Borrower Loan Repayments thereafter 
to become due and payable under Section 5.1 hereof for the remainder of the term of this 
Subordinate Loan Agreement to be immediately due and payable, whereupon the same shall 
become immediately due and payable, together with any additional payments due under Sections 
5.2, 5.15, 7.1, 8.4, 8.5 or otherwise under this Subordinate Loan Agreement. 

(b) The Subordinate Lender may take whatever action at law or in equity that appears 
necessary or desirable to enforce this Subordinate Loan Agreement or any of the other Subordinate 
Borrower Loan Documents in accordance with the provisions hereof or thereof. 
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Any amounts collected by the Subordinate Lender or any other Subordinate Holder 
pursuant to action taken under the foregoing paragraphs shall be applied first to advances and 
expenses of the Subordinate Lender or other Subordinate Holder, then to payment of the 
Subordinate Governmental Note (interest first, and then principal), and any excess to the Borrower. 

Whenever any Default shall occur, the Subordinate Lender or any other Subordinate Holder 
(or the Issuer with respect to Sections 5.2, 7.1, 8.4 or 9.9 hereof) may take whatever action at law 
or in equity, including all of the remedies available under the Uniform Commercial Code, which 
may appear necessary or desirable to collect any payments then due and thereafter to become due 
hereunder or to enforce performance and observance of any obligation, agreement or covenant of 
the Borrower under this Subordinate Loan Agreement. 

Section 8.3. Remedies Cumulative, Delay Not to Constitute Waiver.  

No remedy conferred upon or reserved to the Issuer, the Subordinate Lender, any other 
Subordinate Holder or a receiver by this Subordinate Loan Agreement or by the other Subordinate 
Borrower Loan Documents is intended to be exclusive of any other available remedy or remedies, 
but each and every such remedy shall be cumulative and shall be in addition to every other remedy 
given under this Subordinate Loan Agreement or the other Subordinate Borrower Loan Documents 
or now or hereafter existing at law or in equity or by statute. No delay or omission to exercise any 
right or power accruing upon any Default shall impair any such right or power, and any such right 
or power may be exercised from time to time and as often as may be deemed expedient. In order 
to entitle the Issuer, the Subordinate Lender, any other Subordinate Holder or a receiver to exercise 
any remedy reserved to it in this Article, it shall not be necessary to give any notice, other than 
such notice as may be herein expressly required. In the event any agreement contained in this 
Subordinate Loan Agreement or the other Subordinate Borrower Loan Documents should be 
breached by any party and thereafter waived by the other parties, such waiver shall be limited to a 
particular breach so waived and shall not be deemed to waive any other breach hereunder.  

Section 8.4. Agreement to Pay Attorneys’ Fees and Expenses.  

In the event the Borrower should default under any of the provisions of this Subordinate 
Loan Agreement or other Subordinate Borrower Loan Documents, and the Issuer or the 
Subordinate Lender should employ attorneys or incur other expenses for the collection of payments 
due or to become due hereunder or thereunder or the enforcement of performance or observance 
or any obligation or agreement on the part of the Borrower contained herein or therein, the 
Borrower agrees that it will on demand therefor reimburse the reasonable fees of such attorneys 
and such other expenses so incurred. The Borrower also agrees to pay all costs of the Subordinate 
Lender to appear in and defend any action or proceeding purporting to affect the rights or powers 
of the Subordinate Lender under this Subordinate Loan Agreement or the other Subordinate 
Borrower Loan Documents, including the cost of reasonable attorney’s fees.  

Section 8.5. Advances.  

In the event the Borrower shall fail to pay any Subordinate Borrower Loan Repayments 
under Section 5.01 hereof, or to do any other thing or make any other payment required to be done 
or made by any other provision of this Subordinate Loan Agreement or the other Subordinate 
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Borrower Loan Documents, the Subordinate Lender or any other Subordinate Holder, in its own 
discretion, may do or cause to be done any such thing or make or cause to be made any such 
payment at the expense or as an advance for the account of the Borrower, and the Borrower shall 
pay to the Subordinate Lender or any other Subordinate Holder, as the case may be, upon demand, 
all necessary costs and expenses so incurred and advances so made, with interest at the lesser of 
(i) 4% per annum above the then current interest rate on the Subordinate Governmental Note or 
(ii) the maximum rate permitted by law. Any such advance shall be entitled to priority of payment 
from any funds thereafter received from the Borrower.  

ARTICLE 9 
MISCELLANEOUS 

Section 9.1. Notices.  

All notices, certificates or other communications hereunder shall be deemed sufficiently 
given when delivered or when mailed by registered or certified mail, postage prepaid, return receipt 
requested, addressed as follows:  

If to the Issuer:                                    City of Hibbing, Minnesota 
            401 East 21st Street 
            Hibbing, Minnesota 55746 
            Attention: Finance Director 
            Email: SheenaMulner@hibbingmn.gov 

 
If to Borrower:      

LC Canopy, LLC 
c/o Stone Beam Development, LLC 
534 S. La Grange Road 
La Grange, Illinois 60525 
Attention: Joseph Walsh 
E-mail: joe@stonebeam.com 

 
with a copy to:    

Applegate & Thorne-Thomsen 
425 South Financial Place 
Chicago, Illinois 60605 
Attention: Nick Brunick 
E-mail: nbrunick@att-law.com 

 
and a copy to:     

Wincopin Circle LLLP 
c/o Enterprise Community Asset Management, Inc. 

 
70 Corporate Center 
11100 Broken Land Parkway, Ste 700 
Columbia, Maryland 21044 
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Attention:  Asset Management 
Email:  legal@enterprisecommunity.com 

 
If to the Subordinate Lender  LC WFE Root, LLC 

c/o Stone Beam Development, LLC 
534 S. La Grange Road 
La Grange, Illinois 60525 
Attention: Joseph Walsh 
E-mail: joe@stonebeam.com 

 
 and with a copy to:    

Applegate & Thorne-Thomsen 
425 South Financial Place 
Chicago, Illinois 60605 
Attention: Nick Brunick 
E-mail: nbrunick@att-law.com 

 
The Borrower, the Issuer and the Subordinate Lender may, by notice given hereunder, designate 
any further or different addresses to which subsequent notices, certificates, requests or other 
communications shall be sent.  

Section 9.2. Binding Effect.  

This Subordinate Loan Agreement shall inure to the benefit of and shall be binding upon 
the parties hereto and their respective successors and assigns, subject to the limitation that any 
obligation of the Issuer created by or arising out of this Subordinate Loan Agreement shall not be 
a general debt of the Issuer but shall be payable solely out of the proceeds derived from this 
Subordinate Loan Agreement or the other Subordinate Borrower Loan Documents.  

Section 9.3. Counterparts.  

This Subordinate Loan Agreement may be signed in any number of counterparts. Complete 
sets of counterparts shall be lodged with the Issuer, the Borrower and the Subordinate Lender.  

Section 9.4. Reserved.  

Section 9.5. Due Dates.  

Should any payment on the Subordinate Governmental Note become due and payable upon 
a day that is not a business day, such payment shall be made on the next succeeding business day.  

Section 9.6. Captions.  

The captions or headings in this Subordinate Loan Agreement are for convenience only 
and in no way define, limit or describe the scope or intent of any provision of this Subordinate 
Loan Agreement.  
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Section 9.7. Term of Agreement.  

Except as otherwise provided herein, the provisions of this Subordinate Loan Agreement 
shall remain in full force and effect from the date of execution hereof until such time as the 
Subordinate Borrower Note and the Subordinate Governmental Note are not outstanding.  

Section 9.8. Severability.  

Any provision of this Subordinate Loan Agreement which is prohibited or unenforceable 
in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or 
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in 
any other jurisdiction.  

Section 9.9. Limitation of Issuer’s Liability.  

It is understood and agreed by the Borrower and the Subordinate Lender that no covenant, 
provision or agreement contained in this Subordinate Loan Agreement or the Subordinate 
Governmental Note, or any obligation herein or therein imposed upon the Issuer or the breach 
thereof, shall give rise to a pecuniary liability of the Issuer or a charge against its general credit or 
taxing powers; the Subordinate Governmental Note constitutes a special obligation of the Issuer, 
payable solely from the revenues pledged to the payment thereof pursuant to this Subordinate Loan 
Agreement, and does not now and shall never constitute an indebtedness or a loan of the credit of 
the Issuer, the State or any political subdivision thereof or a charge against the general credit or 
taxing powers thereof within the meaning of any constitutional or statutory provision whatsoever. 
It is further understood and agreed by the Borrower and the Subordinate Lender that the Issuer has 
no obligation to use due diligence regarding the financial or legal status, or any representations, of 
the Borrower or the Subordinate Lender. It is further understood and agreed by the Borrower and 
the Subordinate Lender that the Issuer shall not incur any pecuniary liability hereunder and shall 
not be liable for any expenses related hereto, all of which the Borrower agrees to pay. 
Notwithstanding the provisions of the immediately preceding sentence, if the Issuer incurs any 
expense, or suffers any losses, claims or damages or incurs any liabilities relating to this 
Subordinate Loan Agreement, including without limitation, expenses of an audit by the Internal 
Revenue Service, the Borrower will indemnify and hold harmless the Issuer from the same and 
will reimburse the Issuer for any legal or other expenses incurred by the Issuer in relation thereto, 
and this covenant to indemnify, hold harmless and reimburse the Issuer shall survive delivery of 
and payment for the Subordinate Governmental Note.  

Section 9.10. Limited Recourse.   

Notwithstanding any provision or obligation to the contrary set forth in this Subordinate 
Loan Agreement, (1) the liability of the Borrower and any member, trustee, director, officer, 
employee, or agent thereof (collectively, “Borrower Parties”) under this Subordinate Loan 
Agreement or the Subordinate Mortgage shall be limited to the property subject to the Subordinate 
Mortgage or to such other security as may from time to time be given or have been given for 
payment of the Borrower’s obligations under this Subordinate Loan Agreement and Subordinate 
Governmental Note, and any judgment rendered against the Borrower Parties under this 
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Subordinate Loan Agreement or the Subordinate Mortgage, the Subordinate Borrower Note and 
the Subordinate Governmental Note shall be limited to the property subject to the Subordinate 
Mortgage and any other security so given for satisfaction thereof; and (2) no deficiency or other 
personal judgment nor any order or decree of specific performance shall be sought or rendered 
against the Borrower Parties, their successors, transferees or assigns, in any action or proceeding 
arising out of the Subordinate Mortgage, this Subordinate Loan Agreement, the Subordinate 
Borrower Note, the Subordinate Governmental Note, or any judgment, order or decree rendered 
pursuant to any such action or proceeding; provided, however, that nothing in this Subordinate 
Loan Agreement, the Subordinate Mortgage, the Subordinate Borrower Note or the Subordinate 
Governmental Note shall limit the Issuer’s or Subordinate Lender’s ability to exercise any right or 
remedy that it may have with respect to any property pledged or granted to the Issuer or the 
Subordinate Lender, or both of them, or to exercise any right against the Borrower Parties or any 
other person or entity on account of any damage caused by fraud or intentional misrepresentation 
by the Borrower or any intentional damage of the property subject to the Subordinate Mortgage. 
Furthermore, the Borrower shall be fully liable for the misapplication of (1) proceeds paid prior to 
any foreclosure under any and all insurance policies, under which the Subordinate Lender and/or 
the Issuer is named as insured, by reason of damage, loss or destruction to any portion of the 
property subject to the Subordinate Mortgage, to the full extent of such misapplied proceeds and 
awards, (2) proceeds or awards resulting from the condemnation, or other taking in lieu of 
condemnation, prior to any foreclosure of the property subject to the Subordinate Mortgage, to the 
full extent of such misapplied proceeds and awards, (3) rents, issues, profits and revenues received 
or applicable to a period subsequent to receipt of written notice of the occurrence of a Default 
under this Subordinate Loan Agreement, the Subordinate Mortgage and the Subordinate 
Governmental Note but prior to foreclosure, and (4) proceeds from the sale of all or any part of 
the property subject to the Subordinate Mortgage and any other proceeds that, under the terms 
hereof, should have been paid to the Issuer or the Subordinate Lender. Furthermore, the Borrower 
shall be fully liable for the breach of the Borrower’s covenants contained in Sections 5.2, 7.1, 8.4 
and 9.9 of this Subordinate Loan Agreement; provided, however in no event shall the Borrower or 
any Borrower Parties be personally liable for payment of the principal of, premium, if any, or 
interest on the Subordinate Borrower Note or the Subordinate Governmental Note. The limit on 
the Borrower’s liability set forth in this paragraph shall not, however, be construed, and is not 
intended in any way, to constitute a release, in whole or in part, of the Borrower’s obligations 
under this Subordinate Loan Agreement or a release, in whole or in part, or an impairment of the 
lien and security interest of the Subordinate Mortgage, this Subordinate Loan Agreement, the 
Subordinate Borrower Note and the Subordinate Governmental Note upon the properties described 
therein, or to preclude the Issuer or the Subordinate Lender from foreclosing the Subordinate 
Mortgage in case of any default or enforcing any other right of the Issuer or the Subordinate 
Lender, or to alter, limit or affect the liability of any person or party who may now or hereafter or 
prior hereto guarantee, or pledge, grant or assign its assets or collateral as security for, the 
obligations of the Borrower under the Subordinate Mortgage, this Subordinate Loan Agreement, 
the Subordinate Borrower Note and the Subordinate Governmental Note.  

Section 9.11. Audit Expenses.  

The Borrower agrees to pay any reasonable costs incurred by the Issuer as a result of the 
Issuer’s compliance with an audit, random or otherwise, by the Internal Revenue Service, the 
Minnesota Department of Revenue, the Minnesota Office of the State Auditor or any other 
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governmental agency with respect to the Senior Notes, the Subordinate Governmental Note, or the 
Project.  

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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SIGNATURE PAGE TO  
SUBORDINATE LOAN AGREEMENT 

(LEE Center) 

IN WITNESS WHEREOF, the Issuer and the Borrower have caused this Subordinate 
Loan Agreement to be executed by their duly authorized officers. 

ISSUER: 

CITY OF HIBBING, MINNESOTA 

By:  
Mayor 

(SEAL) 

ATTEST: 

By:  
City Administrator 
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SIGNATURE PAGE TO  
SUBORDINATE LOAN AGREEMENT 

(LEE Center) 

BORROWER: 

LC CANOPY, LLC 
an Illinois limited liability company 

 
By: LC Trunk, LLC,  

an Illinois limited liability company 
its managing member 

 
By: Stone Beam Development, LLC,  

an Illinois limited liability company,  
its manager 

 
By:      

Joseph Walsh, manager 
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SIGNATURE PAGE TO  
SUBORDINATE LOAN AGREEMENT 

(LEE Center)  

SUBRODINATE LENDER: 

LC WFE ROOT, LLC 
an Illinois limited liability company 

 
 
By: Stone Beam Development, LLC,  

an Illinois limited liability company,  
its manager 

 
By:      

Joseph Walsh, manager
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EXHIBIT B 

FORM OF SUBORDINATE LENDER INVESTOR LETTER 

This is to certify that LC WFE Root, LLC, an Illinois limited liability company and any 
successors or assigns (the “Subordinate Lender”), or its designee, has purchased the City of 
Hibbing, Minnesota Subordinate Multi-Family Housing Revenue Note (LEE Center- Seller Loan) 
dated [Month] __, 2025 (the “Subordinate Governmental Note”) from the City of Hibbing, 
Minnesota (the “Issuer”), the proceeds of which will be loaned to LC Canopy, LLC, an Illinois 
limited liability company (the “Borrower”).  The Subordinate Lender acknowledges that the 
Subordinate Governmental Note is being issued to evidence a private direct purchase and not as 
part of publicly offered sale, and that the Issuer will not make a filing with the Municipal Securities 
Rulemaking Board’s Electronic Municipal Market Access repository. Any capitalized terms not 
otherwise defined herein shall have the meaning set forth in the Subordinate Loan Agreement, 
dated as of [Month] 1, 2025 between the Issuer and the Borrower (the “Subordinate Loan 
Agreement”). 

We are aware that the purchase of the Subordinate Governmental Note involves various 
risks, that the Subordinate Governmental Note is not a general obligation of the Issuer and that the 
repayment of the Subordinate Governmental Note is secured solely from the funds received from 
the Borrower from sources described in the Subordinate Loan Agreement and the Subordinate 
Governmental Note (the “Subordinate Governmental Note Security”). 

We have made such independent investigation of the Subordinate Governmental Note 
Security as we, in the exercise of sound business judgment, consider to be appropriate under the 
circumstances. In making our lending decision, we have relied upon the accuracy of information 
which has been provided to us by the Borrower. 

The undersigned is an “accredited investor” as that term is defined in Rule 501 of 
Regulation D under the Securities Act or a “qualified institutional buyer” as that term is defined 
under Rule 144A of the Securities Act. 

We have knowledge and experience in financial and business matters and are capable of 
evaluating the merits and risks of the Subordinate Governmental Note and can bear the economic 
risk of the Subordinate Governmental Note. 

The Subordinate Lender has conducted its own investigation, to the extent it deems 
satisfactory or sufficient, into matters relating to business affairs or conditions (either financial or 
otherwise) of the Borrower in connection with the Subordinate Governmental Note and no 
inference should be drawn that the Subordinate Lender, in the acceptance of said Subordinate 
Governmental Note, is relying on the Issuer or any other party as to any such matters. 

We acknowledge that we are purchasing the Subordinate Governmental Note for our own 
account and not with a view to resell. We understand that the Subordinate Governmental Note is 
issued in a single denomination equal to the aggregate principal amount of the Subordinate 
Borrower Loan.  
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We are not acting as a broker or other intermediary and are purchasing the Subordinate 
Governmental Note with our own capital and for our own account and not with a present view to 
a resale or other distribution to the public.  

This Certificate is furnished by us as Subordinate Lender based solely on our knowledge 
on the day hereof and is solely for the benefit of the Issuer and may not be relied upon by, or 
published or communicated to, any other person without our express written consent. We disclaim 
any obligation to supplement this letter to reflect any facts or circumstances that may hereafter 
come to our attention. 

DATED: [Month] ____, 2025. 

LC WFE ROOT, LLC 
an Illinois limited liability company 

 
By: Stone Beam Development, LLC,  

an Illinois limited liability company,  
its manager 

 
By:      
             Joseph Walsh, manager 
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EXHIBIT C 
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Resolution No. 25-09-XX 
September 3, 2025 

 

At a Regular Meeting of the Hibbing City Council held on Wednesday, September 3, 
2025, at 5:00 p.m. in the Hibbing City Hall Council Chamber, Councilor [INSERT 
NAME] offered the following Resolution and moved its adoption: 

STATE OF MINNESOTA 
ST. LOUIS COUNTY 
CITY OF HIBBING 

 
RESOLUTION NO. 25-09-XX 

 
RESOLUTION SUPPORTING A SITE-SPECIFIC SULFATE STANDARD FOR U.S. STEEL KEETAC 

 
WHEREAS, the City of Hibbing recognizes the economic and social importance of mining to 
Hibbing and the Iron Range; and 
 
WHEREAS, Hibbing Taconite (HibTac) has reduced operations and laid off 255 workers, 
which according to the University of Minnesota Duluth’s Bureau of Business and Economic 
Research (BBER) will result in approximately 315 additional indirect and induced job losses 
in Hibbing and the surrounding area; and 
 
WHEREAS, Hibbing already experiences a poverty rate of 14.2%—34.9% higher than the 
statewide rate—with 16.2% of children living in poverty, making further job losses 
particularly harmful to local families and schools; and 
 
WHEREAS, Keetac is the remaining major mining facility within Hibbing’s city footprint that 
continues to operate at full capacity, providing stability and employment that are critical to 
the community’s economy; and 
 
WHEREAS, the UMD BBER study shows that ferrous mining supports nearly 9,000 jobs in 
the Arrowhead Region, with more than 4,900 indirect and induced jobs created beyond 
direct mining employment, meaning job losses at Keetac would cascade across the regional 
economy; and 
 
WHEREAS, Minnesota’s sulfate standard is outdated, based on limited data from the 1950s 
and 1970s, and has not been modernized to reflect current science; and 
 
WHEREAS, the Minnesota Pollution Control Agency has granted municipalities multi-
discharger variances from the sulfate standard while denying such relief to industrial 
facilities like Keetac, creating uneven and unfair regulatory treatment;  
 
NOW, THEREFORE, BE IT RESOLVED by the City Council of Hibbing, Minnesota, that the City 
urges the Minnesota Pollution Control Agency to grant a site-specific sulfate standard or 
variance to U.S. Steel Keetac, and to measure compliance at a central discharge point where 
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September 3, 2025 

 

feasible. 
 
BE IT FURTHER RESOLVED that the City of Hibbing supports renewed rulemaking to 
modernize the sulfate standard based on peer-reviewed science, and calls for full economic 
analysis that accounts for indirect and induced job losses, reduced tax revenues, and 
impacts on local schools and statewide trust funds if Keetac were curtailed. 
 
The motion to adopt the foregoing Resolution was duly supported by Councilor [INSERT 
NAME], and upon being put to a vote, carried as follows: 

FOR ADOPTION: 

AGAINST: 

ABSTAINED: 

ABSENT: 

 

Passed and adopted this 20th day of August, 2025. 

 

CITY OF HIBBING 

 

Pete Hyduke, Mayor   Candie Seppala, City Clerk/Dep. Admin 
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401 East 21st Street | Hibbing, MN 55746 | (218)262-3486 
 

September 3, 2025 
 
Commissioner Katrina Kessler 
Minnesota Pollution Control Agency 
520 Lafayette Road North 
St. Paul, MN 55155 
 
RE: Comments on Draft Wastewater Permits and Preliminary Denial of Sulfate Variance Request for U.S. Steel Keetac 
Facility 
 
Dear Commissioner Kessler: 
 
On behalf of the City of Hibbing, we submit these comments regarding the draft wastewater permits and the preliminary 
denial of U.S. Steel Keetac’s variance request from the sulfate water quality standard. 
 
First, Hibbing is a rural community already facing economic stress. 14.2% of our residents live below the poverty line, 
compared to 9.3% statewide, and poverty among children under 18 reaches 16.2%—well above Minnesota’s average. In 
such a context, every job lost multiplies hardship across families, schools, and city services. 
 
The recent layoff of 255 people at Hibbing Taconite (HibTac) demonstrates this risk. According to the University of 
Minnesota Duluth’s Bureau of Business and Economic Research (BBER) report titled Economic Impact of Ferrous and 
Nonferrous Mining from June of 2020, every mining job supports 1.25 additional jobs through indirect and induced 
effects. This means HibTac’s 255 direct job losses likely result in another 315 lost jobs in businesses, services, and 
households across the community. For a city our size, this scale of job loss is devastating—shrinking our tax base, 
depressing local business revenues, and pushing more residents into poverty. 
 
These impacts are not just statistics—they represent the lived reality for Hibbing families. And they underscore why it is 
vital to avoid further economic shocks from additional mining curtailments. 
 
In this context, Keetac takes on even greater importance. Keetac is the remaining major mining facility within Hibbing’s 
city footprint that continues to operate at full capacity. By contrast, HibTac—long another cornerstone of our 
community—is currently running at reduced capacity, as noted above, and has already seen significant workforce 
reductions. 
 
Keetac’s full operation is therefore essential to preventing further economic decline in Hibbing. If Keetac were forced to 
curtail operations because of an outdated and unachievable sulfate standard, our city would face another round of job 
losses and ripple effects across the economy—compounding the hardships already caused by HibTac’s layoffs. 
 
The UMD BBER study shows that in 2019, ferrous mining supported nearly 9,000 jobs in the Arrowhead Region, 
including more than 4,900 indirect and induced positions beyond the mines themselves. These multipliers prove that job 
losses at one mine quickly cascade across the entire economy—harming schools, hospitals, restaurants, retail, 
construction, and municipal revenues. 
 
We agree with the broader Iron Range municipal concerns outlined by RAMS. The sulfate standard was originally based 
on limited and outdated field notes and has not been meaningfully updated since the 1970s. MPCA’s 2011–2018 
rulemaking process revealed scientific inconsistencies, and the Legislature ultimately barred enforcement of the current 
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standard. Yet, instead of modernizing it, MPCA is applying it unevenly—granting municipalities multi-discharger 
variances while denying industrial employers like Keetac. 
 
That brings us to our request for MPCA action. The City of Hibbing respectfully requests that MPCA: 1) Grant Keetac a 
site-specific sulfate standard; 2) Allow compliance to be measured at a central discharge point, if technically feasible; 3) 
Renew sulfate rulemaking in collaboration with the Legislature and EPA, updating the standard based on modern peer-
reviewed science that accounts for all factors affecting wild rice (water levels, sediment, vegetation, predation); and 4) 
Include complete economic analysis that fully captures community-wide impacts—including induced and indirect job 
losses, declining tax revenues for cities and schools, and reductions in statewide trust funds if Keetac is curtailed. 
 
For Hibbing, this is not an abstract regulatory question. It is a matter of whether our families can keep working, whether 
our schools and city can maintain funding, and whether an already struggling community can avoid further decline. 
HibTac’s reduced operations and layoffs have already created significant hardship. We cannot afford for Keetac—the 
remaining major mining facility in Hibbing operating at full capacity—to face the same fate. 
 
The City of Hibbing supports reasonable regulation that balances environmental protection with economic survival. 
Denying Keetac’s variance risks disproportionate harm to Hibbing and northeastern Minnesota, without achieving 
meaningful environmental gains. 
 
We urge MPCA to reconsider its preliminary denial and approve Keetac’s variance request. 
 
Respectfully submitted, 
 
 
 
 
Mayor Pete Hyduke 
401 East 21st Street, Hibbing, MN 55746 
(218) 969-3067 | petehyduke@hibbinmn.gov  
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Executive Summary 
The northeast region of Minnesota, often referred 
to as the Iron Range, has a history of iron ore 
mining dating back to the 1880s. While the focus of 
mining to date has been iron deposits (known as 
ferrous mining), the ores also contain a variety of 
base and precious metals including copper and 
nickel.  Minnesota currently has six operating 
taconite plants, all located on the Mesabi Range. In 
addition, a number of companies are pursuing 
copper-nickel mining in the same area. 

The UMD Labovitz School of Business and 
Economics’ research bureau, the Bureau of 
Business and Economic Research (BBER), was 
contacted by the Iron Mining Association of 
Minnesota and Mining Minnesota to study and 
estimate the economic impacts of construction and 
operations for ferrous and nonferrous mining on 
Minnesota and the Arrowhead Region including 
Douglas County, Wisconsin.  

The objectives of the study include: 

 To study the recent economic trends of 
the ferrous and nonferrous mining 
industries and describe the size of the 
mining industry relative to the economic 
base of the study area. 

 To model the economic impacts of the 
ferrous and nonferrous mining industry, 
including the current and projected 
impacts of the industry’s operations and 
projected capital expenditures.  

 To report on Minnesota mining-related 
taxes paid by the mining industry. 

 To report on the business confidence of 
mining-related firms in the study area. 

According to 2018 data from the Quarterly Census 
of Employment and Wages (QCEW), the mining 
industry grew by 37% between 2009 and 2018, 
adding 1,138 jobs. This growth rate was 
significantly higher than any of the other top 20 
industries in the Arrowhead Region. Relative to the 
size of the area’s economy, mining also employs a 

significant number of workers. In the past ten 
years, the industry has seen a significant growth in 
production and GDP levels, with much of that 
growth during the most recent three-year period. 
In 2018, the mining industry directly contributed 
more than $2.0 billion to the economy of the 
Arrowhead Region. 

To estimate the current and projected economic 
impacts of the ferrous and nonferrous mining 
industry, the research team developed a survey 
that asked representatives from each of the mines 
in the study area to estimate the current and 
projected number of employees, wages/benefits, 
annual operation expenditures, and investment 
projections at their location. Of the 13 existing and 
planned mine locations in the study area (eight 
ferrous and five nonferrous), 12 mines participated 
in the survey, for a 92% response rate.  

According to company expectations, the number of 
employees at the ferrous mines is not expected to 
increase, but annual operating expenses are 
expected to increase at a rate of 1% annually.  

In 2019, there were 46 people directly employed by 
the nonferrous mining companies within the study 
area and operating expenses for the industry were 
more than $63 million. By the year 2024, one of the 
four nonferrous mines is expected to be 
operational, and an additional one to two will have 
proposed mine projects in environmental review. 
By that time, the nonferrous mines are expecting 
to have employed 436 workers, an increase of 
roughly 950% over the 2019 baseline. Similarly, by 
2024, operating expenses are projected to 
quadruple in size in comparison to the baseline 
year. The nonferrous mines predict sizable 
construction and capital projects as they become 
operational, with construction spending expected 
to peak in 2022. 

According to the results of modeling, in 2019 
ferrous mining contributed nearly 8,800 jobs in the 
Arrowhead Region. Nearly 4,000 of those were 
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employed directly in the mining industry, while an 
additional 4,960 were created in other parts of the 
regional economy through indirect and induced 
effects. The employment multiplier of 2.25 
suggests that for every individual job created 
within the mining industry an additional 1.25 jobs 
were created in other industries within the region. 
It is projected that in 2024 the ferrous mining 
industry will support more than 8,350 jobs in the 
Arrowhead Region and contribute nearly $790 
million in labor income (wages), $1.5 billion in 
value added, and $3.29 billion in output to the 
region’s economy.  

In 2019, 46 jobs were supported directly by 
nonferrous mining and 71 additional jobs were 
indirectly supported by the nonferrous mining 
industry in the region for a total employment effect 
of 117 jobs in 2019 (2.55 multiplier). In total, the 
nonferrous mining industry added more than $10 
million in labor income, $62 million in value added 
spending, and more than $77 million in output to 
the Arrowhead Region’s economy in 2019. By 2024, 
it is projected that the nonferrous mining industry 
could contribute $45 million in labor income, $210 
million in value added, and $307 million in output 
to the study area’s economy.  

Economic impacts from ferrous and nonferrous 
mining are even greater when using the state of 
Minnesota as the study area, as the initial round of 
spending from the mines’ operations has a larger 
ripple effect in a larger study area.  

For example, when the mines purchase goods and 
services from companies that are located beyond 
the Arrowhead Region but within the state, those 
purchases are included in the economic impacts for 
the state.  

 

 

 

 

 

In 2019, ferrous and nonferrous mining combined 
contributed more than 11,600 jobs, $1.0 billion 
labor income, $2.1 billion in value added spending, 
and more than $4.0 billion to the state’s economy. 
By 2024, the ferrous and nonferrous mining 
industry combined is expected to support roughly 
11,200 jobs, $1.1 billion in labor income, and $4.1 
billion in output statewide. 

Impacts from the mines’ capital and construction 
spending are projected to peak in 2022. In that year 
alone, construction and capital spending on the 
part of the ferrous and nonferrous mines is 
expected to add more than 12,000 jobs, $815 
million in labor income, $776 million in value added 
spending, and $1.5 billion in total output to the 
state of Minnesota. 

In addition, Minnesota’s iron mines paid $158.7 
million in production tax, occupation tax, sales and 
use tax, income tax, various Ad Valorem and 
property taxes and royalties and rentals on state 
minerals in 2018. Nearly $53 million of that total 
went directly to fund the state’s education system, 
$7 million to university-related expenses and $46 
million to public schools. 

Finally, a survey of mining-related businesses 
found that businesses that depend upon and 
support the mining industry tend to have higher-
than-average wages than the average for the state. 
In addition, nearly 40% of occupations at mining-
related firms required only a high school diploma 
as a final degree completed. Surveyed businesses 
were very positive about recent business 
performance but cautious about the future. The 
most common reason given for factors limiting 
companies’ ability to increase business activity 
included lack of demand, competition, and 
uncertainty about the performance of the mining 
industry. 
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Economic Impact of Ferrous and Nonferrous Mining on Minnesota and 
the Arrowhead Region with Douglas County, Wisconsin 

 

I.  Project Description 

The northeast region of Minnesota, often referred to as the "Iron Range," has a history of iron ore mining 
dating back to the 1880s. While the focus of mining to date has been iron deposits (known as ferrous mining), 
the ores also contain a variety of base and precious metals including copper, nickel, platinum, palladium, 
cobalt, and gold.1 Minnesota currently has six operating taconite plants, all located on the Mesabi Range. In 
addition, a number of companies are pursuing copper-nickel mining in the same area.2 The locations of 
current mines are shown in Figure 1.  

The mining industry is an integral part of the state’s economy, especially in Northern Minnesota. According to 
Minnesota’s Department of Employment and Economic Development (DEED), the industry paid more than 
$500 million in wages to nearly 6,000 workers in 2018; nearly all of those workers were employed in 
Minnesota’s Arrowhead Region. 

SOURCE: IRON MINING ASSOCIATION OF MINNESOTA 

                                                             

1 https://www.leg.state.mn.us/lrl/guides/guides?issue=coppernickel 
2 https://www.dnr.state.mn.us/education/geology/digging/mining.html 

Figure 1. Location of Mines on the Iron Range in the Arrowhead Region 
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The UMD Labovitz School of Business and Economics’ research bureau, the Bureau of Business and Economic 
Research (BBER), was contacted by the Iron Mining Association of Minnesota and Mining Minnesota to study 
and estimate the economic impacts3 of construction and operations for ferrous and nonferrous mining on 
Minnesota and the Arrowhead Region including Douglas County, Wisconsin. The BBER completed a similar 
study in 2012.  

The objectives of the study are: 

 To study the recent economic trends of the ferrous and nonferrous mining industries and describe 
the size of the mining industry relative to the economic base of the study area. 

 To model the economic impacts of the ferrous and nonferrous mining industry, including the current 
and projected impacts of the industry’s operations and projected capital expenditures.  

 To report on Minnesota mining-related taxes paid by the mining industry. 

 To report on the business confidence of mining-related firms in the study area. 

Study Area  

There are two geographic scopes for this economic impact analysis. The first study area is the Arrowhead 
Region of Minnesota— Aitkin, Cook, Itasca, Koochiching, Lake, St. Louis, and Carlton Counties along with 
Douglas County in Wisconsin. The second study area includes the state of Minnesota. The figures below and 
on the following page provide insight on the regional economy of both study areas as background 
information for the results of the report.  

Figure 2. Counties of Minnesota’s Arrowhead Region and Douglas County, Wisconsin 

 

SOURCE:WIKIPEDIA 

 

  

                                                             

3 For a full list of definitions, please see Appendix A. 
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Figure 3 provides the top 25 industries in the Arrowhead/Douglas County study area ranked by value added. 
The figure shows the amount of value added each industry directly contributes to the gross regional product 
of the study area.4 The graph includes a mix of public and not-for-profit industries. The iron ore mining 
industry was the second largest contributor to value added in the study area’s economy, and the largest 
contributor among the private industries. In 2018, iron ore mining contributed over $1 billion in value added 
to the study area, behind hospitals at nearly $1.2 billion. The third largest contributing industry was 
petroleum refineries, which contributed $705 million to the study area’s GRP in 2018.  

Figure 3. Top 25 Industries in Study Area by Value Added on the Arrowhead Region (2018)  

 

SOURCE: IMPLAN 

  

                                                             

4 Values shown reflect each industry’s direct contribution and do not include indirect or induced effects. 
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II. Ferrous and Nonferrous Mining Industry Trends 
This chapter examines recent economic trends of the ferrous and nonferrous mining industry, including the 
industry’s contribution to gross regional product (GRP), taconite production estimates, and iron ore prices.  

Figure 4 shows the taconite production estimates compared to the price of iron ore5 (measured by U.S. 
dollars per metric ton).6 Production values are for all operational taconite mines in the state of Minnesota, 
which include ArcelorMittal Minorca, Hibbing Taconite, Northshore Mining, U.S. Steel–Keewatin Taconite, 
U.S. Steel–Minntac, and United Taconite. The price of iron ore represents the average annual commodity 
price as estimated by Index Mundi. 

Figure 4. Production Estimates of Taconite on the Arrowhead Region 

 

SOURCE: MINNESOTA MINING TAX GUIDE, INDEX MUNDI 

The graph shows that the mining sector went from producing roughly 17 million long tons in 2009 to nearly 
40 million in 2019. However, most of the growth in production happened immediately following the Great 
Recession and coincided with significant increases in the price of iron ore. In the two years following the 
Great Recession, the price of iron ore doubled (from $80 to $168 per metric ton) then fell to less than $60 per 
metric ton in 2015, before gradually recovering to $93.8 per metric ton in 2019.  

Since 2010, taconite production levels have been stable, with the exception of a two-year dip in 2015-2016. 
The decrease in production between 2015 and 2016 was due partially to the decrease in the price of iron ore 
but also to illegal steel dumping by China. In response, the U.S. Commerce Department imposed duties on 
Chinese and Mexican structural steel in 2019 after determining that producers in both countries had dumped 

                                                             

5 In Minnesota, nearly all high-grade iron ore has been mined, but advancements in technology have made usage 
of taconite feasible. Taconite is a low-grade iron ore that can be processed into hard, marble-sized pellets that are 
melted in blast furnaces and blown with oxygen to make steel. 
6 The price of iron ore is measured in metric tons, and taconite production is measured in long tons. A metric ton is 
2,205 pounds, whereas a long ton is 2,240 pounds. 
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fabricated structural steel on the U.S. market at prices below fair market value.7 After 2016, the price of iron 
ore remained low, but taconite production rebounded to pre-2015 production.  

Figure 5. Comparison of Duluth-Superior MSA GRP to Local Industries’ GRPs 

 

SOURCE: BEA, STORYTELLING WITH DATA, BBER 

Figure 5 shows total GRP growth for the Duluth-Superior MSA8 from 2001-2018 along with the GRP 
contribution of three local industries of mining (both ferrous and nonferrous), manufacturing, and tourism. 
The longer time period allows us to see the impacts of the Great Recession on the economy of the region and 
each of the three industries. These three industries were selected as they are all relatively similar in size and 

                                                             

7 Beech, Eric and David Lawder, “U.S. imposes duties on structural steel from China, Mexico” Reuters 
https://www.reuters.com/article/us-usa-trade-steel/us-imposes-duties-on-structural-steel-from-china-mexico-
idUSKCN1VP2R7 
8 GRP for the MSA is shown rather than for the eight-county study area as GRP estimates are not available by county. The 
Duluth/Superior MSA is comprised of St. Louis and Carlton Counties in Minnesota and Douglas County in Wisconsin. However, 
based on IMPLAN estimates for GRP in 2018, the GRP for the Duluth-Superior MSA represented nearly 90% of the GRP for the 
eight-county study area. 
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have both economic and cultural significance to the Arrowhead Region. Each graph inside the figure has its 
own vertical axis, while all graphs share a horizontal axis. This allows us to compare fluctuations in industry 
trends with trends in the broader economy.  

As shown in the figure, the total GRP of the Duluth-Superior MSA has doubled since 2001, from $8 billion to 
$16 billion (200% growth). Of the industries shown, mining experienced the largest amount of growth over 
the past two decades. In 2001, the mining industry’s contribution to the region’s GRP was roughly $349 
million. By 2018 that value had increased to $2.1 billion, a growth rate of roughly 600%. The mining industry’s 
contribution to GRP peaked in 2011 at $2.4 billion, but it has been able to recover well after a decline in 
output in 2015. Notably, the mining sector represents 13% of the total GRP in the MSA, the largest 
percentage of the three sectors shown in the figure. 

By comparison, the manufacturing industry saw consistent but relatively slower growth during the same time 
period. In 2001, the manufacturing industry contributed roughly $656 million to the region’s GRP, and in 
2018, it produced roughly $1.5 billion in output, a 228% increase. Of the three industries shown, the tourism 
industry experienced the slowest level of growth during the time period consistently, increasing from $310 
million in 2001 to $622 million in 2018.  

The Great Recession, which strongly affected the global economy, is shown in Figure 5 as a vertical bar. Total 
GRP, mining, and manufacturing all declined during the Great Recession but were able to recover. The mining 
industry went on to increase production rapidly with a peak in 2011, contributing roughly $2.4 billion to the 
region’s GRP. Meanwhile, the tourism industry maintained stable but slow growth during the recession and 
subsequent several years.  
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Finally, Table 1 shows the percentage change in employment between 2009 and 2018 and location quotients 
for the 20 economic super sectors that are defined by the North American Industry Classification System 
(NAICS). The 20 super sectors (or sectors) are the main categories identified by NAICS.  They are then broken 
down into sub-sectors and then industries. The percentage change in employment measures the growth in 
each sector’s employment between 2009 and 2018. A location quotient is used as a way to quantify a 
region’s industrial specialization relative to a larger geographic area (e.g. the respective state or nation). In 
this case, the table compares the level of employment in Minnesota’s Arrowhead Region in 2018 to the state 
of Minnesota as a whole. A location quotient of 1.0 means that the specialization of the industry in the 
Arrowhead Region is equal to the state’s. A location quotient greater than 1.0 suggests that the Arrowhead 
Region has a higher concentration in that industry than the state. And a location quotient less than 1.0 
indicates that the Arrowhead Region has a lower concentration in that industry than the state. 

Table 1. Percentage Change in Employment on the Arrowhead Region (2009-2018) and Location Quotient by 
Super Sector 

NAICS Sector % Change in Employment 
(2009-2018) 

Employment Location 
Quotient** 

Mining 37% 14.28 

Utilities -6% 2.27 

Public administration 6% 1.65 

Arts, entertainment, and recreation 3% 1.42 

Health care and social assistance 8% 1.39 

Accommodation and food services 7% 1.30 

Retail trade 1% 1.17 

Other services  20% 1.15 

Educational services 4% 1.05 

Construction 12% 1.04 

Real estate and rental and leasing 14% 0.75 

Transportation and warehousing 15% 0.74 

Finance and insurance -9% 0.63 

Agriculture, forestry, fishing and hunting 0% 0.55 

Manufacturing 1% 0.54 

Information*** -19% 0.54 

Waste management and remediation services -7% 0.52 

Professional, scientific, and technical services 12% 0.52 

Wholesale trade -1% 0.46 

Management of companies and enterprises -19% 0.18 

Total, all industries 5% 
 

* Northeast Minnesota considers seven counties including Cook, Lake, St. Louis, Koochiching, Itasca, Aitkin, and Carlton. 
**Location Quotient = (NE MN Sector Employment / NE MN Total Employment) / (MN Sector Employment / MN Total 
Employment). 
*** Information sector data for 2009 was unavailable, so percentage change in employment for that sector is 2013-2018, the 
first year in which data was available for the sector. 

SOURCE: QWEC 

As shown in Table 1, the mining sector has a location quotient of 14.28, considerably larger than all of the 
other sector’s location quotients. This demonstrates that mining has a higher concentration in northeastern 
Minnesota than in the State of Minnesota, and that within Northeast Minnesota mining is the dominant 
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sector relative to the size of the local economy.  Also, according to 2018 quarterly census of employment and 
wages, the mining sector grew by 37% between 2009 and 2018, adding 1,138 jobs. This growth rate was 
significantly higher than any of the other top 20 sectors in the region. 

As shown in this chapter, Minnesota’s Arrowhead Region is heavily dependent on the mining sector. Relative 
to the size of the region’s economy, mining employs a significant number of workers and has shown 
significant employment growth. The industry also saw significant growth in production and GDP levels over 
the past ten years, with much of that growth during the most recent three-year period. In 2018, the mining 
sector contributed more than $2.0 billion to the region’s economy. 
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III. Economic Impacts 

The second objective of the research project is the modeling of the economic impacts of the ferrous and 
nonferrous mining industry, including the current and projected impacts of the industry’s operations and 
projected construction and capital expenditures. This chapter includes a description of inputs used for 
modeling and the estimated economic impacts of the ferrous and nonferrous mining industries, shown in 
terms of employment, labor income, value added, and output. The research team used IMPLAN software 
version 3.1 to estimate economic impacts. All operational scenarios were modeled using IMPLAN’s 2018 
dataset, the most recent data available. All operations and capital expenditures were modeled in the year of 
the incurred expenses. All results are adjusted for inflation, so dollar amounts reflect the year in which the 
activities were modeled.  

Inputs Used for Modeling 

Inputs required for modeling included the current and projected number of employees, employee 
compensation, proprietor income, and industry sales for both the ferrous and nonferrous mining industries. 
These inputs were used to create a baseline model for mining operations. Further models were built to 
estimate the predicted impact over the next five years and the additional impact of proposed capital and 
construction investment over the next five years (2020-2024).  

The research team developed a survey that asked representatives from each of the study area mines to 
estimate the current and projected number of employees, wages/benefits, annual operation expenditures, 
and investment estimates at their location. The survey was distributed to 11 representatives at 13 existing 
and planned mine locations. Of the 13 mine locations in the study area (eight ferrous and five nonferrous), 12 
mines participated in the survey, for a 92% response rate. Table 2 shows the mines that participated in the 
survey.  

Table 2. Participating Ferrous and Nonferrous Mines 

 Participating Mines Owner Mine Location in MN Headquarters 

Fe
rr

o
u

s 

ArcelorMittal Minorca  ArcelorMittal USA Virginia Chicago, IL 

Hibbing Taconite Company* ArcelorMittal USA Hibbing Chicago, IL 

Keewatin Taconite U.S. Steel Corp. Keewatin Pittsburgh, PA 

Mesabi Nugget Delaware, LLC** Steel Dynamics, Inc.† Aurora Fort Wayne, IN 

Mining Resources, LLC Steel Dynamics, Inc.† Chisholm Fort Wayne, IN 

Minntac U.S. Steel Corp. Mountain Iron Pittsburgh, PA 

Northshore Mining Cleveland Cliffs, Inc. Silver Bay Cleveland, OH 

United Taconite, LLC Cleveland Cliffs, Inc. Eveleth Cleveland, OH 

N
o

n
fe

rr
o

u
s PolyMet Mining, Inc. PolyMet Mining Corp. Hoyt Lakes St. Paul, MN 

Teck American, Inc. Teck Resources Limited Babbitt Spokane, WA 

Twin Metals, LLC Antofagasta, PLC Ely St. Paul, MN 

Vermillion Gold, Inc. Vermillion Gold, Inc. Vermillion 
Greenstone Belt 

Minneapolis, 
MN 

*According to the Mining Tax Guide 2019, Hibbing Taconite Company is owned by ArcelorMittal USA (62.3%), Cleveland Cliffs, 
Inc. (23%), and U.S. Steel (14.7%). 
**Mesabi Nugget Delaware, LLC is owned by Steel Dynamics, Inc. (81%) and Kobe Steel, Ltd (19%). 
†Mesabi Nugget Delaware, LLC and Mining Resources, LLC, both owned by Steel Dynamics, Inc., are not currently operational. 

SOURCE BBER MINING IMPACT SURVEY 
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The data provided by the mines’ representatives was used to model the current and projected operation 
impacts as well as impacts from proposed construction and capital investment. The research team assumed 
that each company provided good-faith estimates. In instances where data was not provided by the client 
and the mines, the research team relied on IMPLAN estimates and secondary data sources9 as inputs.  

Table 3 shows the estimated number of employees, wages and benefits, and annual operating expenses for 
each year for the ferrous mines that participated in the survey. These values are based on the previous year’s 
employment and spending as well as the companies’ projected operation activity for the next five years. 

Table 3. Inputs Used in Modeling Ferrous Mining Impacts (Total Effects) on the Arrowhead Region (2019-2024), 
Millions of Dollars  

# of Employees Wages/Benefits Annual Operating Budget 

Current (2019 Baseline) 3,982 $543.4 $2,294.8 

2020 (Projected) 3,982 $548.7 $2,296.4 

2021 3,982 $554.1 $2,297.9 

2022 3,982 $559.7 $2,299.4 

2023 3,982 $565.4 $2,301.0 

2024 3,982 $571.3 $2,302.6 

SOURCE: BBER MINING IMPACT SURVEY 

According to company expectations, the number of employees is not expected to increase, but wages and 
benefits are expected to grow by roughly 1% annually, from $543 million in 2019 to over $570 million in 
2024. Annual operating expenses are expected to increase at a rate of 1% annually as well.  

Table 4 shows the same estimates for the nonferrous mines that participated in the survey. In 2019, there 
were 46 people employed by the nonferrous mining industry within the study area and operating expenses 
for the industry were more than $63 million. By the year 2024, one of the four non-ferrous mines are 
expected to be operational, and an additional one to two more will have proposed mine projects in the 
environmental review phase. By that time, employment is expected to grow to more than 400 employees, an 
increase of 800% over the baseline. Similarly, by 2024, operating expenses are projected to quadruple in size 
in comparison to the baseline year.  

Table 4. Inputs Used in Modeling Nonferrous Mining Impacts (Total effects) on the Arrowhead Region 
 (2019-2024), Millions of Dollars  

# of Employees Wages/Benefits Annual Operating Expenses 

Current (2019 Baseline) 46 $8.5 $63.3 

2020 (Projected) 47 $9.3 $71.4 

2021 76 $10.4 $78.0 

2022 133 $16.7 $173.0 

2023 336 $34.4 $232.0 

2024 436 $38.7 $253.0 

SOURCE: BBER MINING IMPACT SURVEY 

  

                                                             

9 Secondary data sources included company 10-K reports in which some companies included predicted capital 
expenditures. 
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Figure 6 below shows the current and projected annual operating expenses for both the ferrous and 
nonferrous mines in the study area. The purpose of the figure is to compare the size and anticipated growth 
for both types of mines in the study area over the coming years. In 2019, the eight ferrous mines had 
operating expenses of nearly $2.3 billion combined. Meanwhile, the four nonferrous mines had combined 
operating budgets of roughly $63 million. Based on the survey data received, there is expected growth for 
both the ferrous and nonferrous mining industries within the study area. However, the nonferrous mines are 
anticipating growth of nearly 400%, compared with 5% for the ferrous mines. Therefore, by 2024, nonferrous 
mines in the study area estimate that they could see operating expenses of roughly $253 million or nearly 
10% of the region’s mining industry overall. 

Figure 6. Ferrous and Nonferrous Annual Operating Budget (2019-2024), Millions of Dollars 

 

SOURCE: BBER MINING IMPACT SURVEY 

Figure 7 on the following page illustrates the breakout of capital and construction expenditures for the 
ferrous and nonferrous mines.10 The data was self-reported by each mining company and aggregated by year. 
The year 2022 is projected to be the peak spending year with $996 million projected ($601 million in 
construction spending and $395 million in other capital expenditures). Over the five-year span of 2020-2024, 
construction spending is projected to total $1.11 billion overall, and other capital expenditures are projected 
to total $1.64 billion, resulting in $2.74 billion of investments overall. The nonferrous mines in particular are 
predicting sizable construction and capital projects as the mines become operational.  

                                                             

10 Capital and construction spending was aggregated for all ferrous and nonferrous mines to preserve 
confidentiality of individual mines’ responses. 
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Figure 7: Proposed Ferrous and Nonferrous Capital and Construction Spending (2020-2024), Millions of Dollars 

 

SOURCE: BBER MINING IMPACT SURVEY 

Table 5 shows the IMPLAN sectors used in modeling the current and projected operations of the ferrous and 
nonferrous mines in the study area. The two sectors included iron ore mining and copper, nickel, lead, and 
zinc mining. 

Table 5. Sectors Used in Modeling Ferrous and Nonferrous Mining Operations in the Arrowhead Region (2019-
2024) 

Sector 

Iron ore mining 

Copper, nickel, lead, and zinc mining 

SOURCE: IMPLAN 

Table 6 below shows the IMPLAN sectors used in modeling all capital and construction expenditures for the 
ferrous and nonferrous mines in the study area.  

Table 6. Sectors Used in Modeling Capital and Construction Expenditures in the Arrowhead Region (2020-2024) 

Sector 

Construction of other new nonresidential structures 

Maintenance and repair construction of nonresidential structures 

Construction machinery manufacturing 

Mining machinery and equipment manufacturing 

Industrial process variable instruments manufacturing 

Wholesale - Machinery, equipment, and supplies 

Wholesale - Grocery and related product wholesalers 

Wholesale - Petroleum and petroleum products 

Retail - Gasoline stores 

Retail - Clothing and clothing accessories stores 

Retail - General merchandise stores 

SOURCE: IMPLAN 
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In cases where the mine provided a description of the capital spending, the research team selected the 
IMPLAN sector that most closely aligned with the description and then distributed the specified spending 
amount based on IMPLAN margins.11 In cases where there was no specific description of the item, the 
research team distributed funds to the mining machinery and manufacturing sector, again using IMPLAN 
margins. All construction spending was attributed to the sector of construction of other new nonresidential 
structures. Capital and construction spending was modeled for ferrous and nonferrous mines combined with 
the proposed construction spending and modeled by year for years 2020 through 2024.  

Ferrous Mining Impacts 

Arrowhead Region and Douglas County, Wisconsin 

This section provides the direct, indirect, and induced economic impacts12 for the ferrous mining industry on 
the Arrowhead Region and Douglas County, Wisconsin.13 Results first highlight the baseline impacts of the 
industry’s operations. Baseline results are based on the industry’s annual sales and production estimates for 
the most recent year available (2019). Next, the results show projected operational impacts based on 
estimates provided by the mines, looking forward over the next five years (2020-2024). For all projected 
impacts, a range of estimates (i.e. sensitivity analysis) is provided to show the possible range of impacts that 
could occur given the uncertainty surrounding the projections. 

Table 7 shows the detailed economic impacts of the ferrous mines in the study area for the most recent year 
(2019). Each row in the table shows the direct, indirect, induced, and total effects of the mining operations. 
The columns in the table represent employment,14 labor income, value added, and output. All results are 
shown in 2019 dollars.  

Table 7. Economic Impacts from Ferrous Mining Operations on the Arrowhead Region (2019), Millions of Dollars 

Impact Type Employment Labor Income Value Added Output 

Direct Effect 3,982 $537.1 $1,190.7 $2,294.8 

Indirect Effect 1,637 $104.8 $251.0 $623.7 

Induced Effect 3,323 $138.8 $253.0 $467.5 

Total Effect 8,942 $780.7 $1,694.7 $3,386.0 

Multiplier 2.25 1.45 1.42 1.48 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 

The first row of Table 7, labeled direct effects, represents the employment and spending coming from the 
mines themselves on wages, equipment, and supplies. These estimates are based on the estimates from the 
BBER Mining Impact Survey. Indirect effects measure increased inter-industry spending on the part of 
regional businesses and suppliers as a result of the mines’ direct spending. Induced effects reflect an increase 

                                                             

11 Margins allow for business and consumer expenditures to be traced though retail, wholesale, and transportation 
industries back to the industries that manufactured the product, allowing the appropriate allocation to the 
producing industries (IMPLAN, 2020). 
12 For data sources and assumptions used in accepting IMPLAN’s input-output model, please see Appendix B. 
13 When describing the results of modeling, the eight-county study area is referred to throughout the report simply 
as the Arrowhead Region. 
14 Employment is measured in terms of headcount, not full-time equivalent. 
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in household spending by mining employees as well as the employees of businesses that support the mines. 
Total effects are the sum of direct, indirect, and induced. The last row in the table is the impact multiplier 
associated with each effect and is calculated by dividing the total effect by the direct effect. A multiplier 
indicates how much additional spending is added to the study area’s economy for each dollar generated by 
the direct spending of the industry. 

According to the results of modeling, nearly 4,000 jobs were directly supported by the mining industry in 
2019. Employment estimates are in terms of jobs, not in terms of full-time equivalent employees. In addition 
to the 4,000 direct jobs, an additional 1,637 jobs were created in other industries as a result of the mines’ 
operational spending, and more than 3,300 jobs were created as a result of mining employees’ spending on 
goods and services. The employment multiplier of 2.25 suggests that for every individual job created within 
the mining industry, an additional 1.25 jobs were created elsewhere in the economy. In total, the ferrous 
mining industry supported over 8,900 jobs in 2019 through the direct, indirect, and induced spending.  

The second column, labor income, is an estimate of all employee compensation, including wages, benefits, 
and proprietor income. The mining industry pays roughly $537 million in wages and benefits to its 
employees, generating an additional $243 million in income to individuals employed by businesses supported 
by the mining industry (through indirect and induced impacts). The value added column represents the 
contribution to the GDP made by an individual producer, industry, or sector. In 2019, mining had a total 
effect of nearly $1.7 billion in value added to the local economy through direct, indirect, and induced effects. 
The last column, output, is the value of all local production required to sustain activities. In 2019, it is 
estimated that operational spending (roughly $2.3 billion in the study area) led to a total output impact of 
roughly $3.4 billion in the study area. 

Table 8 shows the total effects of the ferrous mining industry on the region in terms of employment, labor 
income, value added, and output from 2019 to 2024. The total effects represent the sum of the direct, 
indirect, and induced effects. 

Table 8. Projected Economic Impacts (Total Effects) from Ferrous Mining Operations on the Arrowhead Region 
(2019-2024), Millions of Dollars 

Impact Year Employment Labor Income Value Added Output 

2019 (Baseline) 8,942 $780.7 $1,694.7 $3,386.0 

2020 8,809 $781.3 $1,659.2 $3,365.1 

2021 8,684 $782.4 $1,625.8 $3,345.5 

2022 8,566 $783.9 $1,594.5 $3,327.1 

2023 8,455 $785.8 $1,565.2 $3,309.8 

2024 8,351 $788.2 $1,537.8 $3,293.6 

SOURCE: IMPLAN 

In 2019, ferrous mining resulted in more than 8,900 jobs, $780 million in labor income, nearly $1.7 billion in 
value added, and nearly $3.4 billion in output to the eight-county study area. Over the next five years, total 
employment effects of ferrous mining operations are projected to decrease slightly,15 while labor income will 
increase by 0.9% and value added by 9.3%. It is projected that in 2024 the ferrous mining industry will 
support 8,351 jobsin the study area (through direct, indirect, and induced effects), contributing nearly $800 

                                                             

15 In its projections, the IMPLAN database assumes increases in worker productivity, and therefore predicts a small 
reduction in the number of workers required for every unit of output. This is why, for all models, projected 
employment is slightly lower than in the baseline. 
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million in labor income (wages) to the region, $1.5 billion in value added, and $3.33 billion in output.  

Figure 8 shows the estimated employment impacts in the top twenty most impacted industries as measured 
by number of employees. Only indirect and induced impacts are shown in the chart as all direct effects are 
felt only within the iron mining industry. Heavily impacted industries include hospitals (n=238), full-service 
restaurants (n=230), management of companies and enterprises (n=208) and limited-service restaurants 
(n=176). Industries that are affected by ferrous mining’s indirect effects (through business to business 
spending) include management of companies and enterprises, monetary authorities and depository credit 
intermediation, and machinery, equipment, and supplies wholesale industries. Industries affected by the 
induced effects (from employee household spending) include hospitals, full and limited service restaurants, 
real estate, and general retail industries.  

Figure 8. Top 20 Industries Impacted by Ferrous Mining Operations  
on the Arrowhead Region, by Employment (2019) 

 

SOURCE: IMPLAN 
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Figure 9 shows the top 20 industries impacted by the ferrous mining industry in terms of value-added 
spending within the study area. Owner-occupied dwellings is a sector that is unique to IMPLAN’s accounting 
model and represents the amount homeowners would pay if they rented rather than owned their homes. 
Industries impacted by indirect effects include electric power transmission and distribution, petroleum 
refineries, petroleum and petroleum products wholesale, management of companies and enterprises, and 
more. The induced effects of value added to the economy from the ferrous mining operations are seen in 
many industries including owner occupied dwellings, hospitals, offices of physicians, and tenant-occupied 
housing. In fact, the region’s hospitals benefitted from more than $22 million in value added spending from 
mining’s induced effects (i.e. household spending).  

Figure 9. Top 20 Industries Impacted by Ferrous Mining Operations on the Arrowhead Region, by Value Added 
(2019), Millions of Dollars 

 

SOURCE: IMPLAN 
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Table 9 shows the results of the sensitivity analysis. By 2024, it is projected that the ferrous mining industry 
could contribute $788 million in labor income, $1.54 billion in value added, and $3.29 billion in output to the 
economy at the full impact level. By comparison, a 75% impact would result in nearly $600 million in labor 
income, $1.15 billion in value added, and nearly $2.5 billion in output to the economy. A 50% impact would 
result in $394 million in labor income, $769 million in value added spending, and $1.65 billion in output.  

Table 9. Projected Ferrous Mining Sensitivity Analysis on the Arrowhead Region (2024), Millions of Dollars 

Total Effect Level Employment Labor Income Value Added Output 

100% 8,351 $788.2 $1,537.8 $3,293.6 

75% 6,263 $591.1 $1,153.3 $2,470.2 

50% 4,175 $394.1 $768.9 $1,646.8 

SOURCE: IMPLAN 

Figure 10 below visually depicts the results of the sensitivity analysis on projected employment for the years 
2020 through 2024. In 2020, the ferrous mining industry operations are projected to have a full impact of 
8,809 jobs within the study area. By comparison, a 75% impact would result in 6,607 jobs to the economy and 
a 50% impact would result in 4,405 jobs. In five years, the projected impact of ferrous mining operations on 
employment within the study area is 8,351 jobs for the full impact, 6,263 jobs for a 75% impact, and 4,175 
jobs for a 50% impact.  

Figure 10. Ferrous Mining Sensitivity Analysis of Projected Employment on the Arrowhead Region 

 

SOURCE: IMPLAN 
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State of Minnesota 

This section provides the direct, indirect, and induced economic impacts for the ferrous mining industry on 
the state of Minnesota. Results first highlight the baseline (2019) impacts of the industry’s operations. Next, 
the results show projected operational impacts based on estimates provided by the mines, looking forward 
over the next five years (2020-2024). For all projected impacts, a range of estimates (i.e. sensitivity analysis) 
show the possible range of impacts that could occur given the uncertainty surrounding the projections. 

Table 10 shows the detailed economic impacts of the ferrous mines in the study area for the most recent 
year (2019). All results are shown in the dollar amount that they occur. As shown in the table, the direct 
effects from ferrous mining are nearly identical when modeled statewide as compared to the study area of 
the Arrowhead Region and Douglas County, Wisconsin. However, indirect and induced effects are larger than 
those for the eight-county study area, since the initial round of spending from the mines’ operations has a 
larger ripple effect when using a larger study area. For example, when mines purchase goods and services 
from companies that are located beyond the Arrowhead Region but within the state, those purchases would 
be included in the effects shown in Table 10. In total, ferrous mines contributed more than 11,000 jobs, $1.0 
billion in labor income, over $2.0 billion in value added, and $3.9 billion in output to the state’s economy in 
2019. Also, the jobs multiplier for ferrous mining at the state level is 2.88, meaning that, for every job added 
in the mining industry, another 1.88 jobs are created elsewhere in the state, in other related industries. 

Table 10. Economic Impacts from Ferrous Mining Operations  
on the State of Minnesota (2019), Millions of Dollars 

Impact Type  Employment  Labor Income Value Added Output 

Direct Effect 3,982 $537.1 $1,190.7 $2,294.8 

Indirect Effect 2,640 $247.3 $428.9 $888.8 

Induced Effect 4,841 $259.1 $433.9 $756.6 

Total Effect 11,464 $1,043.5 $2,053.5 $3,940.2 

Multiplier 2.88 1.94 1.72 1.72 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 

Table 11 shows the total effects from ferrous mining operations for each year in the study (2019-2024). The 
total employment effects from ferrous mining are expected to see a slight decline over the six-year period 
from 11,464 jobs in 2019 to 10,357 jobs in 2024. Total effects from labor income, value added, and output on 
the state’s economy are expected to see slight growth over the time period. 

Table 11. Projected Economic Impacts (Total Effects) from Ferrous Mining Operations  
on the State of Minnesota (2019-2024), Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2019 (Baseline) 11,464 $1,043.5 $2,053.5 $3,940.2 

2020 11,215 $1,035.6 $2,006.4 $3,900.8 

2021 10,981 $1,028.5 $1,962.1 $3,863.5 

2022 10,761 $1,022.4 $1,920.3 $3,828.4 

2023 10,553 $1,017.0 $1,881.1 $3,795.3 

2024 10,357 $1,012.4 $1,844.4 $3,764.2 

SOURCE: IMPLAN 
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Table 12 below shows the results of the sensitivity analysis. By 2024, it is projected that ferrous mines could 
contribute over $1.0 billion in labor income, $1.84 billion in value added, and nearly $3.76 billion in output to 
the state’s economy at the full impact level. By comparison, a 50% impact would result in roughly $506 
million in labor income, $922 million in value added spending, and $1.88 billion in output.  

Table 12. Projected Ferrous Mining Sensitivity Analysis for the State of Minnesota (2024), Millions of Dollars 

Total Effects Level  Employment  Labor Income Value Added Output 

100% 10,357 $1,012.4 $1,844.4 $3,764.2 

75% 7,768 $759.3 $1,383.3 $2,823.1 

50% 5,179 $506.2 $922.2 $1,882.1 

SOURCE: IMPLAN 

Figure 11 below shows the results of the sensitivity analysis for employment for each year included in the 
analysis. The anticipated operations for the ferrous mining industry are expected to be relatively steady over 
the coming years, and that is reflected in the results of the sensitivity analysis. The true employment impacts 
of the ferrous mining industry on the state’s economy are likely to fall somewhere between the maroon 
(50%) and green bars (100%). 

Figure 11. Ferrous Mining Sensitivity Analysis of Projected Employment on the State of Minnesota 

 

SOURCE: IMPLAN 
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This section provides the direct, indirect, and induced economic impacts for the nonferrous mining industry 
on the Arrowhead Region and Douglas County, Wisconsin. Results first highlight the baseline (2019) impacts 
of the industry’s operations. Next, the results show projected operational impacts over the next five years 
(2020-2024). For all projected impacts, a range of estimates (i.e. sensitivity analysis) is provided to show the 
possible range of impacts that could occur, given the uncertainty surrounding the projections. 
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labor income, value added, and output. Results are based on 2019 operations estimates and are shown in 
2019 dollars.  

Table 13. Economic Impacts from Nonferrous Mines Operations on the Arrowhead Region (2019), Millions of 
Dollars 

Impact Type  Employment  Labor Income Value Added Output 

Direct Effect 46 $6.8 $54.9 $63.2 

Indirect Effect 28 $1.6 $3.9 $8.2 

Induced Effect 43 $1.8 $3.3 $6.1 

Total Effect 117 $10.2 $62.0 $77.5 

Multiplier 2.55 1.50 1.13 1.23 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 

In 2019, 46 jobs were supported directly by nonferrous mining, and 71 additional jobs were indirectly 
supported by the nonferrous mining industry in the region for a total employment effect of 117 jobs in 2019 
(2.55 multiplier). In total, the nonferrous mining industry added more than $10 million in labor income, $62 
million in value added spending, and more than $77 million in output to the study area’s economy in 2019.  

Table 14 shows the total effect of the nonferrous mining industry on the region in terms of employment, 
labor income, value added, and output from 2019 to 2024. Over the next five years, employment is expected 
to increase by almost 500%, and value added is anticipated to increase by over 200% to just over $210 
million. Total output is expected to grow to more than $300 million by 2024. 

Table 14. Projected Economic Impacts (Total Effects) from Nonferrous Mining Operations on the Arrowhead 
Region (2019-2024), Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2019 (Baseline) 117 $10.2 $62.0 $77.5 

2020 123 $11.1 $66.9 $86.9 

2021 164 $13.8 $72.4 $95.7 

2022 290 $22.7 $145.6 $206.8 

2023 598 $44.8 $204.3 $285.0 

2024 698 $45.0 $210.6 $307.4 

SOURCE: IMPLAN 

Figure 12, on the following page, shows the top 20 industries impacted by nonferrous mining operations in 
2019. Only indirect and induced impacts are shown in the chart as all direct effects are felt only within the 
nonferrous mining industry. After owner-occupied dwellings, the most impacted industries in the study area 
are custom computer programming services ($387,000 in value added impacts), wholesale – petroleum and 
petroleum products ($369,000), and petroleum refineries ($343,000).  
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Figure 12. Top 20 Industries Impacted by Nonferrous Mining Operations, by Value Added (2019), Millions of 
Dollars on the Arrowhead Region 

 

SOURCE: IMPLAN 

Table 15 below shows the results of the sensitivity analysis. By 2024, it is projected that the nonferrous 
mining industry could contribute almost $45 million in labor income, $211 million in value added, and $307 
million in output to the economy at the full impact level. By comparison, a 75% impact would result in over 
$34 million in labor income, $158 million in value added, and $231 million in output to the economy. 
Additionally, a 50% impact would result in roughly $23 million in labor income, $105 million in value added 
spending, and $154 million in output.  

Table 15. Projected Nonferrous Mining Sensitivity Analysis on the Arrowhead Region (2024), Millions of Dollars 

Total Effects Level  Employment  Labor Income Value Added Output 

100% 698 $45.0 $210.6 $307.4 

75% 524 $33.7 $158.0 $230.6 

50% 349 $22.5 $105.3 $153.7 

SOURCE: IMPLAN 
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Figure 13 below shows the sensitivity analysis of projected employment within the study area as a result of 
the nonferrous mines for the years 2020 through 2024. In 2020, the full impact of nonferrous mining 
operations on employment is projected to be 123 jobs within the study area. By comparison, a 50% impact 
would result in 62 jobs, and a 75% impact would result in 92 jobs to the economy. In five years, the projected 
impact of nonferrous mining operations on employment within the study area is anticipated to be 698 jobs 
for the full impact, 349 jobs for a 50% impact, and 524 jobs for a 75% impact.  

Figure 13. Nonferrous Mining Sensitivity Analysis of Projected Employment on the Arrowhead Region 

 

SOURCE: IMPLAN 

State of Minnesota 

Table 16 on the next page shows the economic impacts from nonferrous mining on the state of Minnesota. 
As shown in the table, the direct effects from nonferrous mining are nearly identical when modeled 
statewide as compared to the study area. However, indirect and induced effects are quite a bit larger since 
the initial round of spending from the mines’ operations has a larger ripple effect when using a larger study 
area. For example, if the mines are purchasing goods and services from companies that are located beyond 
the Arrowhead Region and Douglas County, Wisconsin, but within the state, those purchases would be 
included in the effects shown in Table 16. In total, nonferrous mining operations contributed nearly 174 jobs, 
$15.6 million in labor income, $64.7 million in value added, 16 and $89.2 million in output to the state’s 
economy in 2019.  

  

                                                             

16 Value added is a measure of the impacting industry’s contribution to the local community; it includes wages, 
rents, interest, and proprietor income (i.e. profits). In most cases, value added is larger when modeled in a larger 
study area. However, it is possible for value added to be smaller if one of the components is negative. In this case, 
proprietor income was negative for the nonferrous mining industry for the state. For this reason, the value added 
direct effects shown in Table 16 are actually smaller than those for the Arrowhead Region. 

0

100

200

300

400

500

600

700

800

2020 2021 2022 2023 2024

N
u

m
b

er
 o

f 
em

p
lo

ye
es

50% Impact 75% Impact 100% Impact

Page 324 of 373



 

 
Bureau of Business and Economic Research 
Labovitz School of Business and Economics 

University of Minnesota Duluth 
 

23 

Table 16. Economic Impacts from Nonferrous Mining Operations  
on the State of Minnesota (2019), Millions of Dollars 

Impact Type  Employment  Labor Income Value Added Output 

Direct Effect 46 $6.8 $50.1 $63.2 

Indirect Effect 56 $5.0 $8.1 $14.7 

Induced Effect 72 $3.9 $6.5 $11.3 

Total Effect 174 $15.6 $64.7 $89.2 

Multiplier 3.79 2.30 1.29 1.41 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 

Table 17 shows the total effects from nonferrous mining operations for each year in the study (2019-2024). 
The surveyed mines predict growth over the coming years, and the economic effects reflect that growth. The 
total employment effects from nonferrous mining, for example, are expected to grow from 174 jobs in 2019 
to more than 877 jobs in 2024. Similarly, total output is expected to increase from $89.2 million in 2019 to 
almost than $350 million in 2024. 

Table 17. Projected Economic Impacts (Total Effects) from Nonferrous Mining Operations  
on the State of Minnesota (2019-2024), Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2019 (Baseline) 174 $15.6 $64.7 $89.2 

2020 184 $16.9 $69.8 $99.5 

2021 228 $20.1 $75.7 $109.2 

2022 420 $35.4 $151.7 $234.1 

2023 774 $62.5 $214.2 $322.9 

2024 877 $63.2 $220.7 $346.4 

SOURCE: IMPLAN 

Table 18 below shows the results of the sensitivity analysis. By 2024, it is projected that the nonferrous 
mining industry could contribute over $63.0 million in labor income, $220.7 million in value added, and $346 
million in output to the state’s economy at the full impact level. By comparison, a 50% impact would result in 
roughly $32 million in labor income, $110 million in value added spending, and $173 million in output.  

Table 18. Projected Nonferrous Mining Sensitivity Analysis on the State of Minnesota (2024), Millions of Dollars 

Total Effects Level  Employment  Labor Income Value Added Output 

100% 877 $63.2 $220.7 $346.4 

75% 658 $47.4 $165.5 $259.8 

50% 438 $31.6 $110.4 $173.2 

SOURCE: IMPLAN 

Figure 14 on the next page shows the results of the sensitivity analysis on employment (2020-2024) for the 
state of Minnesota. The results show not only the predicted growth based on surveyed mines’ projections 
(green bars) but also what employment would be if true impacts were 75% (gold) or 50% (maroon) of the 
companies’ projections. Even by conservative estimates (i.e. 50% level), it is estimated that the nonferrous 
mines will contribute roughly 430 new jobs to the state’s economy by 2024. 
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Figure 14. Nonferrous Mining Sensitivity Analysis of Projected Employment on the State of Minnesota 

 

SOURCE: IMPLAN 

Ferrous and Nonferrous Mining Impacts 

Arrowhead Region and Douglas County, Wisconsin 

This section provides the direct, indirect, and induced economic impacts for the combined ferrous and 
nonferrous mining industry on the Arrowhead Region and Douglas County, Wisconsin. Results first highlight 
the baseline impacts of the industry’s operations, followed by projected operational impacts for the next five 
years (2020-2024). For all projected impacts, a range of estimates (i.e. sensitivity analysis) is provided to 
show the possible range of impacts that could occur, given the uncertainty surrounding the projections. 
Finally, this section also includes projected impacts for capital and construction spending in the coming years. 

Table 19 shows the combined impacts of the ferrous and nonferrous industry for the baseline (2019) year. As 
shown in the table, the ferrous and nonferrous industry combined added more than 9,000 jobs, nearly $791 
million in labor income, over $1.75 billion in value added spending, and over $3.46 billion in output to the 
Arrowhead Region in 2019. The industry had an employment multiplier of 2.25, meaning that for every one 
job created directly by the industry, another 1.25 jobs were added in other parts of the economy. 

Table 19. Economic Impacts from Ferrous and Nonferrous  
Mining Operations on the Arrowhead Region (2019), Millions of Dollars 

Impact Type  Employment  Labor Income Value Added Output 

Direct Effect 4,028 $543.9 $1,245.6 $2,358.1 

Indirect Effect 1,665 $106.5 $254.8 $631.9 

Induced Effect 3,367 $140.6 $256.3 $473.6 

Total Effect 9,060 $790.9 $1,756.7 $3,463.6 

Multiplier 2.25 1.45 1.41 1.47 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 
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Table 20 shows the projected impacts over the coming five years. Employment effects from ferrous and 
nonferrous mining are projected to be relatively stable from 2019-2024, as are the projected value added 
effects. Total output and labor income effects are projected to increase slightly over the period, with output 
predicted to exceed $3.6 billion by 2024. 

Table 20. Projected Economic Impacts (Total Effects) from Ferrous and Nonferrous  
Mining Operations on the Arrowhead Region (2020-2024), Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2019 (Baseline) 9,060 $790.9 $1,756.7 $3,463.6 

2020 8,932 $792.4 $1,726.0 $3,452.1 

2021 8,848 $796.2 $1,698.1 $3,441.2 

2022 8,857 $806.6 $1,740.0 $3,533.8 

2023 9,054 $830.6 $1,769.4 $3,594.8 

2024 9,049 $833.2 $1,748.4 $3,601.1 

SOURCE: IMPLAN 

Table 21 shows the sensitivity analysis for ferrous and nonferrous mining. Three levels of impacts (100%, 
75%, and 50%) are provided to show the possible range of impacts that could occur given the uncertainty 
surrounding the mine’s projections. 

Table 21. Projected Ferrous and Nonferrous Mining Sensitivity Analysis on the Arrowhead Region (2024), 
Millions of Dollars 

Total Effects Level  Employment  Labor Income Value Added Output 

100% 9,049 $833.2 $1,748.4 $3,601.1 

75% 6,787 $624.9 $1,311.3 $2,700.8 

50% 4,524 $416.6 $874.2 $1,800.5 

SOURCE: IMPLAN 

Further models were developed to estimate the predicted economic impacts of proposed capital and 
construction investment over the next five years. These results are shown in Table 22 on the following page. 
The year 2022 is projected to be the highest level of investment and, therefore, have the highest economic 
impacts. In that year alone, construction and capital spending on the part of the ferrous and nonferrous 
mines is expected to add roughly 11,500 jobs to the study area, more than $640 million in labor income, $545 
million in value added spending, and $1.24 billion in total output.17 Over the course of the five-year period, it 
is predicted that the combined capital and construction spending for the ferrous and nonferrous mines will 
contribute more than $1.2 billion in labor income, $1.1 billion in value added spending, and $2.4 billion in 
total output. It is important to note that the employment effects from the construction and capital spending 
are temporary and will only be felt in the study area for the year in question. Therefore, employment cannot 
be summed.  

                                                             

17 In most cases, value added is larger than labor income. However, it is possible for value added to be smaller than 
labor income. This can occur if “other property type income” (OPTI) is negative. Negative OPTI means that the 
sector spent more than in brought in as revenues (i.e., ran a deficit) that year. This was the case for the 
construction of other nonresidential structures sector in the study area in 2018, which is the reason why labor 
income effects are larger than value added in 2020, 2021, and 2023. 
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Table 22.  Projected Economic Impacts (Total Effects) from Ferrous and Nonferrous  
Capital and Construction Expenditures on the Arrowhead Region (2020-2024), Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2020 194 $11.8 $22.0 $42.6 

2021 4,990 $276.8 $241.0 $540.8 

2022 11,487 $643.7 $544.6 $1,237.3 

2023 189 $11.9 $22.3 $43.6 

2024 4,713 $268.1 $233.9 $529.3 

Total -- $1,212.3 $1,063.8 $2,393.7 

SOURCE: IMPLAN 

Table 23 shows the sensitivity analysis for the capital and construction impacts for the year 2022. If the 
nonferrous mines’ projections are accurate, impacts from the proposed construction projects could reach 
nearly 11,500 jobs, $644 million in labor income, and over $1.2 billion in output in 2022. By comparison, a 
75% impact would result in over 8,600 jobs and $928 million in output to the economy, while a 50% impact 
would result in roughly 5,700 jobs and $619 million in output. The impacts shown, however, represent the 
peak year for spending, and impacts would be temporary, ending once the construction project is complete. 

Table 23. Projected Construction and Capital Expenditure Sensitivity Analysis on the Arrowhead Region (2022), 
Millions of Dollars 

Total Effects Level  Employment  Labor Income Value Added Output 

100% 11,487 $643.7 $544.6 $1,237.3 

75% 8,615 $482.8 $408.5 $928.0 

50% 5,743 $321.9 $272.3 $618.7 

SOURCE: IMPLAN 

Figure 15 shows further details of the sensitivity analysis. In the figure, the full employment impacts, along 
with the 75% and 50% levels are shown for each year.  

Figure 15. Capital Expenditure and Construction Spending’s Sensitivity Analysis of Projected Employment 
 on the Arrowhead Region 

   
SOURCE: IMPLAN 
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Table 24 depicts the 25 most impacted sectors by mining capital and construction expenditures forecasted 
for 2022 (the peak year for spending). Construction of other new nonresidential structures, owner-occupied 
dwellings, and hospitals are the three most impacted industries. These industries could see $212 million, $40 
million, and $18 million of value added spending respectively as a result of capital and construction spending 
from ferrous and nonferrous mines. Impacts to the construction of other new nonresidential structures 
industry would be due to direct spending on the part of the mines, while most of the other top impacted 
industries would see large indirect and induced effects from increased wages and inter-industry spending.  

Table 24. Top 25 Industries Impacted by Ferrous and Nonferrous Mining  
Capital and Construction Expenditures on the Arrowhead Region (2022), Millions of Dollars 

Sector Direct Indirect Induced Total 

Construction of other new nonresidential structures $211.8  $0.0  $0.0  $211.8  

Owner-occupied dwellings $0.0  $0.0  $39.5  $39.5  

Hospitals $0.0  $0.0  $18.4  $18.4  

Retail - Building material and supplies stores $0.0  $13.5  $1.3  $14.8  

Wholesale - Petroleum and petroleum products $4.4  $6.2  $2.5  $13.0  

Offices of physicians $0.0  $0.0  $12.6  $12.6  

Architectural, engineering, and related services $0.0  $9.4  $0.5  $9.9  

Tenant-occupied housing $0.0  $0.0  $9.2  $9.2  

Truck transportation $0.0  $7.0  $1.9  $8.9  

Wholesale - Machinery, equipment, and supplies $4.3  $4.2  $0.3  $8.8  

Monetary authorities and depository credit intermediation $0.0  $2.5  $5.7  $8.2  

Petroleum refineries $0.0  $5.5  $2.4  $7.9  

Full-service restaurants $0.0  $0.5  $5.1  $5.6  

Wholesale - Other durable goods merchant wholesalers $0.0  $4.9  $0.6  $5.5  

Other real estate $0.0  $2.4  $2.9  $5.2  

Mining machinery and equipment manufacturing $5.1  $0.0  $0.0  $5.1  

Retail - General merchandise stores $0.6  $0.4  $3.9  $4.9  

Limited-service restaurants $0.0  $0.1  $4.4  $4.5  

Insurance carriers, except direct life $0.0  $0.5  $3.9  $4.4  

Automotive repair and maintenance, except car washes $0.0  $1.2  $3.1  $4.3  

Ready-mix concrete manufacturing $0.0  $3.9  $0.1  $4.0  

Nursing and community care facilities $0.0  $0.0  $3.8  $3.8  

Electric power transmission and distribution $0.0  $1.3  $2.5  $3.8  

Retail - Food and beverage stores $0.0  $0.0  $3.7  $3.7  

Other local government enterprises $0.0  $0.7  $3.0  $3.7  

SOURCE: IMPLAN 

State of Minnesota 

This section provides the direct, indirect, and induced economic impacts for the combined ferrous and 
nonferrous mining industry on the state of Minnesota. Table 25 on the following page shows the combined 
economic impacts of the ferrous and nonferrous industry for baseline (2019) year. As shown in the table, the 
ferrous and nonferrous industry combined added over 11,600 jobs, almost $1.1 billion in labor income, more 
than $2.1 billion in value added spending, and over $4.0 billion in output to the state’s economy in 2019. The 
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industry had an employment multiplier of 2.89, meaning that for every one job created directly by the 
industry, another 1.89 jobs were added in other parts of the economy. 

Table 25. Economic Impact Modelling for Combined Mining Operations  
on the State of Minnesota (2019 Baseline), in Millions of Dollars 

Impact Type  Employment  Labor Income Value Added Output 

Direct Effect 4,028 $543.9 $1,240.8 $2,358.1 

Indirect Effect 2,697 $252.3 $437.1 $903.5 

Induced Effect 4,914 $263.0 $440.4 $767.9 

Total Effect 11,638 $1,059.1 $2,118.3 $4,029.4 

Multiplier 2.89 1.95 1.71 1.71 

*Totals may not sum due to rounding 

SOURCE: IMPLAN 

Table 26 shows the total effects of the ferrous and nonferrous mines for the years 2019-2024. Total effects 
are expected to remain stable over the period, while employment effects will reach almost 11,250 by 2024. 

Table 26. Total Projected Economic Impacts (Total Effects) from Combined Mining Operations  
on the State of Minnesota (2019-2024), in Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2019 (Baseline) 11,638 $1,059.1 $2,118.3 $4,029.4 

2020 11,399 $1,052.5 $2,076.2 $4,000.3 

2021 11,210 $1,048.7 $2,037.7 $3,972.7 

2022 11,180 $1,057.8 $2,072.1 $4,062.4 

2023 11,327 $1,079.5 $2,095.3 $4,118.2 

2024 11,234 $1,075.7 $2,065.1 $4,110.6 

SOURCE: IMPLAN 

Table 27 outlines the economic impacts that capital expenditure and construction projects will have on the 
state of Minnesota in terms of employment, labor income, value added, and output (total economic impacts) 
for the years 2020-2024. The wide range in estimated outputs comes from the wide range of construction 
and capital expenditure estimates reported by the mining companies. The most impactful year is 2022 with 
an estimated $1.55 billion of total economic impact and 12,018 jobs. The $1.55 billion of impact on the state 
of Minnesota in the year 2021 is $308.7 million larger than the impacts specific to the Arrowhead Region.  

Table 27. Total Projected Impacts (Total Effects) from Capital Expenditure and Construction on the State of 
Minnesota (2020-2024), in Millions of Dollars 

Year  Employment  Labor Income Value Added Output 

2020 212 $15.5 $26.2 $46.8 

2021 5,209 $349.7 $338.5 $667.2 

2022 12,018 $815.5 $776.4 $1,546.0 

2023 213 $16.2 $27.4 $49.9 

2024 213 $16.5 $27.8 $50.6 

Total 
 

$1,213.4 $1,196.1 $2,360.4 

SOURCE: IMPLAN 
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Finally, Figure 16 shows the sensitivity analysis for the employment impacts from capital and construction 
spending for the ferrous and nonferrous mines. Employment is expected to peak in 2022, with moderate 
activity predicted for 2021 and 2024 and very little occurring in 2020 or 2023. In 2022, employment could 
reach more than 12,000 jobs due to large construction spending. However, these impacts would be 
temporary and would cease to be felt after the construction was completed. Even at 50% level (maroon), 
employment in 2021 could reach more than 6,000 statewide as a result of mining construction projects and 
capital spending. 

Figure 16. Capital Expenditure and Construction Spending’s Sensitivity Analysis of Projected Employment  
on the State of Minnesota 

 

SOURCE: IMPLAN 
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IV. Tax Impacts 
The third objective of the study is to describe Minnesota mining-related taxes paid by the mining industry. In 
order to interpret tax tables in this report, readers should note that taxes are distributed between the State 
of Minnesota’s General Fund, local units of government, and education. Taxes employed by the government 
come in the forms of production taxes, occupation taxes, state and county taxes, and other various taxes.  

Ferrous Mining Tax Impacts 
During 2018 (calendar year) Minnesota’s iron mines paid $158.7 million in production tax, occupation tax, 
sales and use tax, income tax, various Ad Valorem and property taxes and royalties and rentals on state 
minerals.  

The 2018 taconite production tax of more than $103 million is payable the following year. As we note below, 
and in order to reconcile totals for subsequent tax impacts, readers must note that $113.3 million in 
production, sales and use, income and various Ad Valorem taxes were accrued in 2018. These taxes are 
spread between the State of Minnesota’s General Fund, local units of government and schools. 
Approximately $8.7 million of this was support to local school districts. (See Table 28.) A further detail on 
interpreting the occupation tax is to note that the occupation tax is split according to 10% for the University 
of Minnesota, 40% to elementary and secondary education, and 50% to the State of Minnesota’s General 
Fund. A further breakdown of this $79 million is found in Appendix C. 

Table 28. Minnesota's Iron Mines Direct Support for the State of Minnesota, 2019 

Tax Mining 
Industry 

Contribution 

Taconite Production Tax** $103,789,847  

Occupation Tax*  $19,082,000  

Sales and Use Tax  $8,664,249  

Various Ad Valorem and Property taxes  $890,644  

Royalties and Rentals on State Iron Ore 
 

School Trust Lands  $15,276,000  

University Trust Lands  $4,411,000  

Tax Forfeit  $6,177,000  

Other state accounts  $371,000  

Total  $158,661,740  

*All taxes are according to the Department of Revenue’s Minnesota Mining Tax Guide, 2019 (based on 2018 production year). 
**Production and other taxes: $113.3 million in production, sales and use, and various Ad Valorem and property taxes were 
paid in 2018. Approximately $19.7 million of the $113.3 million was used to support the local school districts.  

SOURCE: MN DEPARTMENT OF REVENUE, MN DNR 
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Table 29 shows Minnesota’s iron mining industry’s support for the state’s education. During 2018, iron 
mining paid nearly $53 million towards education, with over $7 million on university-related expenses and 
almost $46 million on public schooling. 

Table 29. Minnesota's Iron Mining Industry Support for Education, 2018, in Millions  

Account School University Total Education 

School district component of production tax* $19.7 
 

$19.7 

State iron ore royalties and rent** $18.3 $5.3 $23.6 

Occupation tax*** $7.6 $1.9 $9.5 

Totals $45.7 $7.2 $52.9 

*School district component of production tax is according to the Department of Revenue’s Minnesota Mining Tax Guide, 2019. 
**School trust and university royalties are from Department of Natural Resources Mineral receipts by account for calendar year 
2011.  Iron ore and taconite income is 97% of the state’s total mineral receipts. 
*** Occupation tax is according to the Department of Revenue’s Minnesota Mining Tax Guide, November 2011.  Total tax is 
$12,617,000 of which 40% went to elementary and secondary education and 10% went to the University of Minnesota. 

SOURCE: MN DEPARTMENT OF REVENUE, MN DNR 
 

Table 30 shows royalties and rental receipts to the state from ferrous mining as reported from the 
Department of Natural Resources mineral receipts by account for calendar years 2017 and 2018. Royalties 
and rental receipts are payments by the mining companies for the use of the state’s non-renewable mineral 
resources. 

Table 30. Minnesota Ferrous Mineral Royalties and Rentals Receipts, 2017 and 2018, in Millions of Dollars 

Account 2017 Iron-Ore Taconite 2018 Iron Ore Taconite 

School trust fund $12.3 $15.3 

School trust fund (minerals mgmt) $2.4 $3.0 

University trust fund $0.3 $4.4 

University trust fund (minerals mgmt) $0.0 $0.9 

Tax forfeit $3.8 $6.2 

Tax forfeit (minerals mgmt) $0.8 $1.2 

Advanced royalty account $0.2 $0.2 

Totals $19.8 $31.2 

SOURCE: MN DEPARTMENT OF REVENUE 
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Nonferrous Mining Tax Impacts 
In order to estimate nonferrous tax impacts on Minnesota, the BBER followed the Minnesota DNR’s mineral 
receipts by account for 2017 and 2018. A more detailed table on the royalties and rental receipts can be 
found in Appendix C. Compared to ferrous mining, nonferrous mining contributes much less to the state. 
Table 31 shows that the nonferrous sector contributed over $1.64 million in 2017 and almost $1.97 million in 
2018. 

Table 31. Minnesota Nonferrous Mineral Royalties and Rentals Receipts, 2017 and 2018, in Thousands of Dollars 

Account 2017 Nonferrous Metallic 
Minerals 

2018 Nonferrous Metallic 
Minerals 

School trust fund $528.2 $592.7 

School trust fund (minerals mgmt) $105.7 $118.5 

Tax forfeit $602.3 $719.7 

Tax forfeit (minerals mgmt) $120.5 $143.9 

Consolidated conservation $238.1 $302.0 

Consolidated conservation (minerals mgmt) $47.6 $60.4 

Other land classes $1.7 $32.2 

Other land classes (minerals mgmt) $0.3 $0.3 

Totals $1,644.4 $1,969.7 

SOURCE: MN DEPARTMENT OF REVENUE, MN DNR 
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V. Survey of Mining Related Firms 
The results of a survey distributed to mining-related businesses are provided in this section. The BBER 
produced the survey to understand how the mining industry has impacted the economic performance of 
mining-related firms in the region and to gauge the confidence of businesses that support the industry 
locally.  

In total, 82 businesses responded to the survey. However, not all businesses completed each question. Any 
respondent who answered at least one question related to their business performance was included in the 
analysis, which in total includes 60 businesses. For each question shown, the number of respondents is 
provided in parentheses following the caption. (These are not always 60.)  

Respondents were asked to identify the sector in which their business was classified (Figure 17). 
Manufacturing (n=15), professional and business services (n=13), and construction (n=10) were the most 
common responses. It is interesting to note that many sectors which aren’t normally associated with the 
mining industry were represented among survey respondents, including government, nonprofit, and financial 
activities. 

Figure 17. What sector is your business in? (n=60) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES  

Respondents were then asked if their company was the headquarters or a branch location. Of the 59 
respondents, 63% (n=38) indicated that their location was the headquarters, while 37% (n=22) stated it was a 
branch location. For those who stated that their business was a branch location, they were asked to specify 
the location of their headquarters. Some of the most common locations were in the Twin Cities metro area 
(n=9) or in the Twin Ports (n=3). Another five businesses indicated their headquarters was located 
somewhere on the Iron Range (Virginia, Eveleth, Chisolm, or Hibbing). And nine businesses had a 
headquarters located in another state or country. 
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Businesses were also asked how many employees they currently have at their specific location. Figure 18 
shows that more than half of all surveyed businesses have fewer than 50 employees, with 19 businesses 
reporting fewer than 20 employees at their specific location, and 16 businesses reporting 20-49 employees. 
The third most common response was 200+ employees, with nine businesses selecting that option.  

Figure 18. How many employees does your business have at your specific location? (n=59) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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Next, the survey asked businesses to provide the average hourly starting wage they pay to employees by 
specific type of occupation. Figure 19 below shows the average wage for each occupation for all businesses 
that provided a response. In addition, the graph shows the average hourly wage for the equivalent 
occupation statewide, taken from the Occupational Employment Statistics (OES) database.18 The average 
wage for the 25th percentile of workers was used to represent a typical starting wage in that occupation. 
Among surveyed businesses, the highest paid occupations are professional/managerial ($57/hour); IT, 
engineering, scientists, and technicians ($32); and construction and skilled maintenance ($29).19 It is notable 
that, for every occupation, the average hourly starting wage reported by survey respondents was higher than 
the 25th percentile hourly wage for the same position statewide. In many cases, the difference was 
significant. For example, the average hourly starting wage for transportation workers employed by surveyed 
businesses was $25.39, while the average wage for the 25th percentile of workers statewide in that 
occupation was only $13.85.  

Figure 19. What is the average hourly starting wage paid to employees in each category? (n=48) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 

                                                             

18 https://mn.gov/deed/data/data-tools/oes/ 
19 Equivalent positions used for comparison are as follows: Management Occupations (used as equivalent position 
for Professional/managerial); Computer and Mathematical Occupations (IT, engineering, scientists, and 
technicians); Construction and Extraction Occupations (Construction and skilled maintenance); Installation, 
Maintenance, and Repair Occupations (Skilled manufacturing); Healthcare Practitioners and technical 
Occupations/Healthcare Service Occupations (Healthcare-related); Transportation and Material Moving 
Occupations (Transportation); Office and Administrative Support Occupations (Office and administrative); 
Production Occupations (Unskilled manufacturing); Food Preparation and Serving Related Occupations (Unskilled 
service workers) 
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Respondents were then asked to provide a percentage of the positions that require a specific degree as a 
final degree completed (see Figure 20). To avoid double counting, the survey provided an example for 
respondents: “If half of the positions at your company have a minimum education requirement of a high 
school diploma, while the other half requires a minimum of a bachelor's degree, you would type ‘50’ in both 
of those categories.”  

Figure 20. Of all positions at your company, what percentage of positions requires the following degrees (as a 
final degree completed)? Total should sum to 100% (n=47)

 
SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 

Figure 20 shows the percentage of positions requiring each degree. As shown in the figure, roughly 40% of all 
the positions at the surveyed businesses require a high school diploma/GED as a final degree completed. Just 
over 30% of all positions require a bachelor’s degree. Less than 5% of all positions require a master’s or Ph.D.  

Respondents were also asked what portion of their company’s annual revenue can be attributed to the 
mining industry (see Figure 21). While the largest number of respondents (n=18) stated that less than 25% of 
their annual revenue could be attributed to the mining industry, it is notable that more than 40% of 
respondents (21 of 52) stated that more than half of their annual revenue was directly attributable to the 
mining industry. These companies were categorized as having “more than 50% revenue from mining.” Later 
in the chapter, results for this group are compared with those having less than 50% revenue from mining to 
see if there are significant differences in company outlook and business confidence. 

Figure 21. What portion of your company’s annual revenue can be attributed to the mining industry? (n=52) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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Next, respondents were asked a series of questions relating to how certain factors were affected in the past 
six months and how those same factors will be affected in the next six months. The factors include average 
hours worked, number of employees, selling prices, profits, and taxes. The level at which these factors were 
affected was scaled from “significantly decreased,” “moderately decreased,” “no change,” “moderately” 
“increased,” and “significantly increased.” Each respondent was asked to state the level at which the factor 
changed. 

Figure 22. How did the following factors change, if at all, for your business in the past six months? (n=52) 

 
SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 

Figure 22 shows how those factors have changed for businesses over the past six months. For ease of 
interpretation, “moderately increased” and “significantly increased” responses were grouped, as were 
“moderately decreased” and “significantly decreased.” According to the results, the majority of respondents 
reported no change for all of the factors over the past six months. For example, 33 respondents stated that 
taxes had not changed in the past six months, while 24 respondents stated that their profits had not changed. 
For those who reported some type of change in their businesses, most indicated that the factors had 
moderately or significantly increased over the past six months, with selling prices (n=16) and number of 
employees (n=16) having the highest number of positive responses. Fewer businesses reported negative 
changes over the past six months, although 12 businesses did report a moderate or significant decrease in 
profits. 

Figure 23 on the following page provides the responses for how those factors are expected to change over 
the next six months. As shown in the figure, many businesses are feeling pessimistic about the coming 
business conditions. The majority of respondents are expecting moderate or significant decreases in profits 
(n=32), hours worked (n=31), and number of employees (n=24) in the coming months. Fewer than ten 
businesses expect moderate or significant increases in any of the five business factors listed.  
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Figure 23. How will the following factors change, if at all, for your business in the next six months? (n=51) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 

Respondents were then asked how general business conditions had changed in the last six months pertaining 
to company outlook and level of business activity. Figure 24 has a total of 50 responses. In terms of company 
outlook, 17 businesses stated that their company outlook had moderately improved over the past six 
months, 13 indicated no change, and 12 reported a moderate decrease in their company outlook. In terms of 
the level of business activity over the past six months, 20 businesses indicated no change, while 15 stated 
that their business activity had moderately improved, and 11 reported that it had moderately worsened.  

Figure 24. How did the general business conditions change, if at all, for  
your business in the last six months? (n=50) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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Respondents were also asked to predict changes in their company’s general business conditions over the 
coming six months (Figure 25). Again, many businesses reported feeling pessimistic about future conditions. 
Of the 50 businesses who responded to the question, 22 respondents predicted their company outlook 
would moderately worsen, while 10 businesses predicted it would significantly worsen. When asked about 
their level of business activity, 19 respondents predicted it would moderately worsen, 11 said significantly 
worsen, and 12 predicted no change. For both questions, only one business predicts a “significant 
improvement” in business conditions and company outlook. 

Figure 25. How will the general business conditions change, if at all, for  
your business in the next six months? (n=50) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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Figure 26. How much of the change in business activity over the past six months  
was the result of the region’s mining industry? (n=50)  

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 

Next, respondents were asked to evaluate how much of their business outlook depends on their expectations 
for the region’s mining industry. Figure 27 shows that, not surprisingly, businesses that receive more than 
50% of their annual revenue from the region’s mining industry were much more likely to base their future 
business outlook on their expectations for the region’s mining industry. 

Figure 27. How much does your general business outlook for the next six months depend on your expectations 
for the region’s mining industry? (n=50)  

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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in other concerns in the survey. Of those that wrote in a specific concern, 13 mentioned the covid-19 
pandemic as a factor they felt was limiting their ability to increase business activity. Since there were a 
significant amount of those answers, covid-19 was added to the chart as an additional category. 

The figure also shows the differences in responses between businesses that receive more than 50% of their 
revenue from the mining industry versus those that do not. Interestingly, businesses that are heavily 
dependent on the mining industry were less likely to mention covid-19 as a factor in their response. This 
could be due to the timing of the survey, which was distributed during the early stages of the outbreak, when 
news was still just emerging on the impacts of the virus. Or, it could be that businesses that are heavily 
dependent on mining were deemed “essential” and are therefore less concerned about the long-term effects 
of the virus on that industry in particular. 

Figure 28. What factors, if any, are limiting your ability to increase business activity? Select all that apply (n=59) 

 

SOURCE: BBER SURVEY OF MINING-RELATED BUSINESSES 
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VI. Conclusions 

The ferrous and nonferrous mining firms have provided significant economic growth for the study areas of the 
Arrowhead Region with Douglas County, Wisconsin, and the state of Minnesota.  

For this study, representatives from 12 of the 13 surveyed mines provided data. The year 2019 was used as the 
baseline with the study estimating outcomes of the next five years (2020-2024).   

FERROUS: In 2019, nearly 4,000 jobs were directly attributable to ferrous mining, while an additional 4,960 
were created in other parts of the regional economy through indirect and induced effects in the Arrowhead 
Region. Over the five-year study period, ferrous mines report that the number of jobs is expected to remain 
stable. 

The study shows that these mines should experience a 1% annual increase in capital and construction spending, 
progressing from $113 million to $119 million, as well as an annual increase in operating expenses of 1%. It is 
projected that in 2024, the ferrous mining industry will contribute $788 million in labor income (wages and 
benefits), roughly $1.5 billion in value added, and $3.29 billion in output to the region’s economy.  

NONFERROUS: Nonferrous mining operations employed 46 people directly in 2019, with 71 additional jobs 
indirectly supported. Operating expenses for the industry were more than $63 million.  In total, the non-ferrous 
mining industry added more than $10 million in labor income, $62 million in value added spending, and $77.5 
million in output to the study area’s economy in 2019.  

By the year 2024, one of the four non-ferrous mines is expected to be operational, and one to two more will 
have proposed projects in the environmental review phase. This growth is anticipated to produce a 950% 
increase in direct employment (436 jobs) by 2024, $253 million in operating expenses, and $38 million in wages 
and benefits. By 2024, it is projected that the nonferrous mining industry could contribute $45 million in labor 
income, $210 million in value added, and more than $300 million in output to the eight-county study area’s 
economy. 

MINNESOTA: Economic impacts from ferrous and nonferrous mining are greater when using the state of 
Minnesota as the study area  

In 2019, the baseline year, ferrous and nonferrous mining combined contributed more than 11,600 jobs, $1.0 
billion labor income, $2.1 billion in value added spending, and nearly $4.0 billion to the state’s economy. By 
2024, this study shows that the impacts from the ferrous and nonferrous mining industry are anticipated to 
support 11,200 jobs, $1.1 billion in labor income, and $4.1 billion in output statewide. 

Additionally, this study included a survey of businesses that depend upon and support the mining industry. 
Results show that these businesses tend to have higher-than-average wages as compared to the state’s 
average wage. Surveyed businesses were very positive about recent business performance but cautious 
about the future. 
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Appendix A. Definitions Used in this Report  
Ferrous: Of, relating to, or containing iron. 

Nonferrous: Not containing, including, or relating to iron. 

Capital expenditures: An amount paid out that creates a long-term benefit (as one lasting beyond the 
taxable year). 

Proprietor income: The current-production income of sole proprietorships, partnerships, and tax -exempt 
cooperatives. Excludes dividends, monetary interest received by nonfinancial business, and rental income 
received by persons not primarily engaged in the real estate business. 

Taconite: A flint-like rock high enough in iron content to constitute a low-grade iron ore. 

Ore: A naturally occurring mineral containing a valuable constituent (such as metal) for which it is  
mined and worked. 

Long ton: A unit of weight equal to 2,240 pounds. 

Ad Valorem: Imposed at a rate percentage of value. 

Royalties: A share of the product or profit reserved by the grantor especially of an oil or mining lease.  

Metric ton: A unit of mass equal to 1,000 kilograms or 2,205 pounds. 

Economic super sectors: One of the 20 major areas of economic activity in North American Industry 
Classification System (NAICS). 

Sensitivity analysis: This model is also referred to as “what-if” or simulation analysis. It is a way to predict 
the outcome of a decision given a certain range of variables. 

Employee compensation: Total payroll cost of the employee including wages and salaries, all benefits (e.g., 
health, retirement) and payroll taxes. 

Labor income: All forms of employment income, including employee compensation (wages and benefits) 
and proprietor income. 

Direct effect: Initial new spending in the study area resulting from the project. 

Economic impact: The effect of an event on the economy in a specified area, ranging from a single 
neighborhood to the entire globe. It usually measures changes in business revenue, business profits, 
personal wages, and/or jobs. 

Employment: Estimates (from U.S. Department of Commerce secondary data) are in terms of jobs, or 
headcount, not in terms of full-time equivalent employees. Therefore, these jobs may be temporary, part-
time, or short-term.  

Gross Domestic Product (GDP): The market value of all goods and services produced in a nation in a 
certain time frame (typically a year)  

Gross output: The value of local production required to sustain activities. 

Gross Regional Product (GRP): The market value of all goods and services produced in a region in a certain 
time frame (typically a year) 

Growth rates: The change in the measure of a variable, over time, compared to a previous measure of the 
variable 
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Indirect effect: The additional inter-industry spending from the direct impact. For example, increased sales 
in linen supply firms resulting from more motel sales would be an indirect effect of visitor spending. 

Induced effect: The impact of additional household expenditures resulting from the direct and indirect 
impact. For example, motel employees spend the income they earn from increased tourism on housing, 
utilities, groceries, and other consumer goods. 

Industry: A group of businesses based on their related primary business activities 

Labor income: All forms of employment income, including employee compensation (wages and benefits) 
and proprietor income. 

Leakages: Any payments made to imports or value added sectors that do not in turn re-spend the dollars 
within the region.   

Location Quotient (LQ): A measure industry concentration compared to another geographic location (e.g. 
the nation). A LQ of less than 1 indicates that the industry is less concentrated in a region as compared to 
the national economy, and a LQ higher than 1 means that it is more concentrated 

Margins: The value of wholesale and retail trade services provided in delivering commodities from 
producers' establishments to purchasers. Margin is calculated as sales receipts less the cost of the goods 
sold. It consists of the trade margin plus sales taxes and excise taxes that are collected by the trade 
establishment. (BEA) 

Metropolitan Statistical Area (MSA): A geographical region with a relatively high population density at its 
core and close economic ties throughout the area. MSAs are defined by the U.S. Census Bureau 

Multipliers: Total production requirements within the Study Area for every unit of production sold to Final 
Demand. Total production will vary depending on whether Induced Effects are included and the method of 
inclusion. Multipliers may be constructed for output, employment, and every component of value added. 

Owner-occupied dwellings: An IMPLAN industry that represents imputed rental activity by homeowners. 
In this case, market rents are used to estimate the value to the property owner. 

Value added: A measure of the impacting industry’s contribution to the local community; it includes 
wages, rents, interest, and profits. 
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Appendix B. Input-Output Modeling  

Data Sources 
This study uses the IMPLAN Group’s input-output modeling data and software (IMPLAN version 3.1). The 
IMPLAN database contains county, state, zip code, and federal economic statistics, which are specialized by 
region, not estimated from national averages. Using classic input-output analysis in combination with region-
specific Social Accounting Matrices and Multiplier Models, IMPLAN provides a highly accurate and adaptable 
model for its users. IMPLAN data files use the following federal government data sources: 

 U.S. Bureau of Economic Analysis Benchmark Input-Output Accounts of the U.S.  

 U.S. Bureau of Economic Analysis Output Estimates  

 U.S. Bureau of Economic Analysis Regional Economic Information Systems (REIS) Program  

 U.S. Bureau of Labor Statistics Covered Employment and Wages (CEW) Program  

 U.S. Bureau of Labor Statistics Consumer Expenditure Survey  

 U.S. Census Bureau County Business Patterns  

 U.S. Census Bureau Decennial Census and Population Surveys  

 U.S. Census Bureau Economic Censuses and Surveys  

 U.S. Department of Agriculture Census  

IMPLAN data files consist of the following components: employment, industry output, value added, 
institutional demands, national structural matrices, and inter-institutional transfers. Economic impacts are 
made up of direct, indirect, and induced impacts. The data used was the most recent IMPLAN data available, 
which is for the year 2017. All data are reported in 2018 dollars.  

Economic impacts are made up of direct, indirect, and induced impacts. The following are suggested 
assumptions for accepting the impact model: IMPLAN input/output is a production-based model, and 
employment numbers (from U.S. Department of Commerce secondary data) treat both full- and part-time 
individuals as being employed. 

Regional data for the impact models for value added, employment, and output are supplied by IMPLAN for 
this impact. Employment assumptions were provided to the model to enable construction of the impact 
model. From these data, social accounts, production, absorption, and byproducts information were 
generated from the national level data and were incorporated into the model. All region study definitions 
and impact model assumptions were agreed on before work with the models began.  

Modeling Assumptions 
The following are suggested assumptions for accepting the impact model:20 

Backward-Linkages: IMPLAN is a backward-linkage model, meaning that it measures the increased demand 
on industries that produce intermediate inputs as a result of increases in production. However, if an industry 
increases production, there will also be an increased supply of output for other industries to use in their 
production. Models that measure this type of relationship are called forward-linkage models. To highlight this 

                                                             

20 Bureau of Economic Analysis https://www.bea.gov/papers/pdf/WP_IOMIA_RIMSII_020612.pdf 
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concept, consider the example of a new sawmill beginning its operations in a state. The increased production 
as a result of the sawmill’s operations will increase the demand for lumber, creating an increase in activity in 
the logging industry, as well as other supporting industries such as electric transmission and distribution. 
IMPLAN’s results will include those impacts, but will exclude effects on any wood product manufacturers 
located nearby that might be impacted by the newly available supply of lumber. 

Employment: IMPLAN input-output is a production-based model, and employment numbers (from U.S. 
Department of Commerce secondary data) treat both full- and part-time individuals as being employed. 

Fixed prices and no supply constraints: IMPLAN is a fixed-price model. This means that the modeling 
software assumes no price adjustment in response to supply constraints or other factors. In other words, the 
model assumes that firms can increase their production as needed and are not limited by availability of labor 
or inputs and that firms in the local economy are not operating at full capacity. 

Fixed production patterns: Input-output (I-O) models assume inputs are used in fixed proportion, without 
any substitution of inputs, across a wide range of production levels. This assumption assumes that an 
industry must double its inputs (including both purchases and employment) to double its output. In many 
instances, an industry will increase output by offering overtime, improving productivity, or improvements in 
technology.  

Industry homogeneity: I-O models typically assume that all firms within an industry have similar production 
processes. Any industries that fall outside the typical spending pattern for an industry should be adjusted 
using IMPLAN’s Analysis-by-Parts technique. 

Leakages: A small area can have a high level of leakage. Leakages are any payments made to imports or value 
added sectors, which do not in turn re-spend the dollars within the region. What’s more, a study area that is 
actually part of a larger functional economic region will likely miss some important linkages. For example, 
workers who live and spend outside the study area may actually hold local jobs.  
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Appendix C. Taxes, School Support, and Minnesota’s Mineral Revenue 
This appendix reproduces secondary data sources for tax impact findings presented in the report, including 
sources for: 

 

1. Taconite Production Tax 
A severance tax paid on concentrates or pellets produced by the taconite companies. The rate is 
determined by multiplying the prior year’s rate by the percent change in the Gross Domestic Product 
Implicit Price Deflator from the fourth quarter of the second preceding year to the fourth quarter of the 
preceding year. The rate for 2018 production was $2.751 per taxable ton. The tax revenue is distributed 
to various cities, townships, counties, and school districts within taconite mining areas. 

2. Occupation Tax 
All mining companies, ferrous or nonferrous, are subject to the Minnesota Occupation tax. This is similar 
to a corporate income tax. The tax revenue is credited to the general fund.  

3. Minnesota taxes levied on mining related activity 
4. School district component of production tax 
5. Various Ad Valorem and property taxes 

Lands that include un-mined taconite and iron ore are subject to the ad valorem and property taxes. 
Lands and structures actively used for taconite production are exempt from the ad valorem tax and are 
subject to the production tax instead of the property tax. 
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1. Taconite Production Tax 

 

SOURCE: MINNESOTA MINING TAX GUIDE, 2019, PG 12 
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2. Occupation Tax 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 25 
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3. Minnesota taxes levied on mining related activity 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 26 
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4. School district component of production tax 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 17 

 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 18 
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5. Various Ad Valorem and property taxes 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 30 

 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 31 
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SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 32 

 

 

SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 28 
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SOURCE: MINNESOTA MINING TAX GUIDE, MINNESOTA DEPARTMENT OF REVENUE, 2019, PG. 42 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
None 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
None 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
None 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
None 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
Approve the purchase of (5) Axon Taser Bundles from Axon in the amount of $24,048.  
 
Strategic Initiative 
 
 
Owner of Agenda Item 
Steve Estey, Chief of Police, 218.929.0776, steveestey@hibbingmn.gov 
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
Purchase will be made with small tools budget. 
 
Action Requested 
Approve the purchase of (5) Axon Taser Bundles from Axon in the amount of $24,048.  
 
Attachments 
1. DOC082725 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
We had a valve break at the Treatment Plant, and it needs to be replaced. 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
Approve the purchase of a Rotork Valve replacement from Vessco in the amount of $7,531 
 
Attachments 
1. DOC082925 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
None 
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Request for Council Action 

 
City Council Action 
 
 
Description of Agenda Item 
 
 
Strategic Initiative 
 
 
Owner of Agenda Item  
 
Introduction/Background/Justification/Key Issues/Legal 
 
 
Board/Commission/Committee Actions(s): 
 
 
Budgetary/Fiscal Impact 
 
 
Action Requested 
 
 
Attachments 
1. HKGi Amendment Request to LU Plan Update Project Agreement August 2025 
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800 Washington Avenue North, Suite 207 
Minneapolis, Minnesota 55401 

August 28, 2025 

 

To: Betsy Olivanti, Community Development Director 
City of Hibbing  

 
From: Jeff Miller, Associate & Project Manager 

HKGi  

RE:  REQUEST FOR ADDITIONAL FEES FOR LAND USE 
PLAN UPDATE 

As the Hibbing Land Use Chapter Update project has progressed, we have encountered 
unanticipated and significant complexities with the development of the GIS data, mapping, and 
land use analysis needed for this project. Addressing these complexities has required additional 
work to develop usable GIS data and land use maps. The issues and additional work include 
the following: 

1) Development of base GIS parcel data has been complicated by the following issues:  
a. Multiple ownership/tax classifications per property, particularly for land in mining 

areas 
b. Multiple parcel numbers per property 
c. Zoning is not linked to parcels resulting in multiple zoning classifications per 

property 
2) Complexity of accurately mapping the mining land, including the buffer open space 

areas. 
3) Need for mapping at multiple scales when typically land use maps are just at the city-

wide scale. The city’s large geographic area (the largest city in MN) has required 
additional versions of each map at the core area and focus area scales to make the 
maps readable.  

4) Incomplete/inaccurate utilities data available in GIS. 
5) Limited staff involvement/feedback in development of and feedback on the GIS maps, 

particularly the existing land use map, required additional HKGi time to review and edit 
the maps for accuracy. The project’s work program assumed more involvement from 
GIS/ planning staff. 

6) Due to these challenges, we had two HKGi consultants attend the in-person meetings in 
Hibbing rather than one, in order to have HKGi’s GIS lead meet with city staff to gain a 
better understanding of the GIS data and staff’s needs for land use/zoning mapping. 

7) Since the draft future land use map used the existing land use and zoning maps as a 
base, the complexities of the base maps (existing land use, zoning, etc.) are causing 
issues with development of the future land use map. 

To cover these additional services, HKGi requests additional fees of $12,000 for additional 
services beyond the original scope of the Agreement for the project, for a total of $42,000. 
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8/28/2025 
Hibbing Land Use Plan Update 

City of Hibbing 

 2 

We appreciate the opportunity to work collaboratively with the staff team to update the City’s 
Land Use Chapter and the GIS data/mapping. We are confident that the updated Land Use 
Chapter, including the GIS-based land use maps, will be a dramatic improvement over the 
current Land Use Chapter. The updated chapter and maps will provide the City with the 
guidance it needs for future land use planning as well as updating of the zoning code and 
zoning map. We appreciate the City’s willingness to consider this amendment request for 
additional services and fees to achieve the City’s goals for this project.  

 

Sincerely, 

  

Jeff Miller 
Associate and Project Manager 
JMILLER@HKGI.COM 
612-720-8311 
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	XIII. ADJOURNMENT:

	Applicant Legal Name: City of Hibbing
	Street Address: 401 East 21st Street
	City: Hibbing
	State: MN
	Zip Code: 55746
	Effective Date: 01/01/2026
	Premium Payment Method: 1
	Other-Method of payment: 
	Advance Payment Amount: 
	City_3: Hibbing
	State_3: MN
	Date1: 09/03/2025
	Agents State License No: 40488016
	Print Name of Agent: Gavin Milow
	Print Name and Title of Authorized Representative2: Pete Hyduke, Mayor
	(1) EMPLOYEE/MEMBER ONLY DROP DOWNS:: [Paid Family and Medical Leave Insurance (PFML)]
	RETURN APPLICATION to the City Hall Council Office: 
	NameDescription of Event: Halloween 5K
	Date of Event: Saturday, October 24
	Location of Event: start/finish @ Memorial Building
	Organizer: Heather Matvey
	LOCATION OF EVENT: Memorial Building & two loops through town
	TITLE PURPOSE AND BRIEF DESCRIPTION OF EVENTRow1: To bring community members of all ages together, whiel creating a positive buss for the city. Participants will run or walk 3.1 miles through a holiday-themed route and then kids will have a chance to run through a shorter course collecting candy and Halloween goodies. A short award ceremony to follow.
	Date of Event_2: October 25
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	Telephone: 218-969-7382
	Applicants Name  Title: Heather Matvey, Event Coordinator
	Address:  Hibbing Memorial Building
	Mailing Address: 400 E 23rd St
	Affiliation: Hibbing Parks & Rec
	Telephone day: (218-)969-7382
	undefined: 
	Telephone day evening: 
	EVENT PRINCIPALS: 
	Name: Heather Matvey
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