
UNITED STATES OF AMERICA

STATE OF MINNESOTA

COUNTY OF ANOKA AND RAMSEY
BLAINE ECONOMIC DEVELOPMENT AUTHORITY 
Housing Facilities Revenue Note
(ACCAP Townhome Project)
Series 2016
September __, 2016
$4,400,000
1. Principal Balance.  FOR VALUE RECEIVED the Blaine Economic Development Authority, Anoka and Ramsey Counties, Minnesota (the “EDA”) hereby promises to pay Northeast Bank, a Minnesota banking and insurance corporation, its successors or registered assigns (the “Lender”), solely from the source and in the manner hereinafter provided, the principal sum of Four Million Four Hundred Thousand Dollars ($4,400,000), or so much thereof as has been advanced and remains unpaid from time to time (the “Principal Balance”), with interest thereon from the date hereof until paid or otherwise discharged as set forth in Section 2 below.  Payments shall be made in any coin or currency which at the time or times of payment is legal tender for the payment of public or private debts in the United States of America, in accordance with the terms hereinafter set forth.  

2. Interest.  Interest on this Note shall be computed on the basis of a 360 day year of twelve 30-day months and shall be payable as follows:

(a) Commencing on the date of this Note and continuing through September __, 2021 (the “First Adjustment Date”) interest shall accrue on the outstanding principal balance at the initial rate of 2.15% per annum (the “Initial Rate”);
(b) On the First Adjustment Date, and on each 5-year anniversary thereafter (each an “Adjustment Date”) through September __, 2042 (the “Final Maturity Date”), the interest rate on this Note will be adjusted to a rate per annum equal to 70% of the sum of 140 basis points plus the then current rate for Federal Home Loan Bank 5 year fixed rate advances as reported by the Federal Home Loan Bank of Des Moines on the day preceding such Adjustment Date (the “Adjusted Rate”).  Except in the event of a Determination of Taxability, as defined in the Loan Agreement, the annual rate of interest payable hereunder shall not be less than 2.15% nor greater than 4.75% during the term of this Note.  All such adjustments to the interest rate shall be made and become effective as of each Adjustment Date and the interest rate as adjusted shall remain in effect through and including the day immediately preceding the Adjustment Date or the Final Maturity Date, as applicable;
(c) On the Final Maturity Date the remaining the Principal Balance and accrued interest thereon shall be due and payable;

(d) Payments shall be applied first to amounts which are neither principal nor interest, next to interest due on the Principal Balance and thereafter to reduction of the Principal Balance; and

(e) In any event, the payments hereunder shall be sufficient to pay all principal and interest due, as such principal and interest becomes due, and to pay any premium or service charge, at maturity, upon redemption, or otherwise.
3. Payments.  Payments of interest only on this Note shall be payable by Anoka County Community Action Program, Inc., a Minnesota nonprofit corporation (the “Borrower”), in monthly installments, commencing October __, 2016, until September __, 2017.  Commencing October __, 2017, principal of and interest on this Note shall be payable in equal monthly installments on the ___ day of each month and continuing thereafter until the Final Maturity Date (each a “Payment Date”) in such amounts as are required to fully amortize the Principal Balance, together with accrued interest thereon at the interest rate then in effect, over the remaining term of the Note and monthly payments of principal and interest shall be recomputed as of each Adjustment Date.  Payments shall be applied first to interest due on the unpaid principal and thereafter to reduction of principal.  In any event, the payments hereunder shall be sufficient to pay all principal and interest due, as such principal and interest becomes due, and to pay any premium or service charge, at maturity, upon redemption, or otherwise.  
If the date for payment of the principal of, premium, if any, or interest on this Note shall be a Saturday, Sunday, legal holiday or a day on which banking institutions in the city where the principal corporate trust office of the Lender is located are authorized by law or executive order to close, then the date for such payment shall be the next succeeding day which is not a Saturday, Sunday, legal holiday or a day on which such banking institutions are authorized to close, and payment on such date shall have the same force and effect as if made on the nominal date of payment.
4. Taxability.  In the event of a Determination of Taxability (as defined herein), the rate of interest hereon shall be automatically adjusted to an annual rate equal to the interest rate then accruing, and as adjusted as provided herein, divided by 0.70 (the “Taxable Rate”).  Such increased rate is to be effective as of the Date of Taxability.  An amount equal to the aggregate difference between (i) the amounts actually paid hereunder between the Date of Taxability and the date of receipt of notice of the Determination of Taxability and (ii) the amounts which would have been due during such period if the increased interest rate had been in effect shall be due and payable on the next Payment Date along with regularly scheduled principal payment and interest accruing from the previous Payment Date at the Taxable Rate.  
For the purpose of this paragraph, “Determination of Taxability” shall mean the issuance of a statutory notice of deficiency by the Internal Revenue Service, or a ruling of the National Office or any District Office of the Internal Revenue Service, or a final decision of a court of competent jurisdiction, or a change in any applicable federal statute, which holds or provides in effect that the interest payable on the Note is included, for federal income tax purposes under Section 103 of the Code in the gross income of the Lender or any other holder of the Note for any reason, if the period, if any, for contest or appeal of such action, ruling or decision by the Borrower or Lender or any other interested party has expired without any such contest or appeal having been properly instituted by the Lender, the Borrower or any other interested party.  The expenses of any such contest shall be paid by the party initiating the contest, and neither the Lender, the Borrower nor the EDA shall be required to contest or appeal any Determination of Taxability.  The “Date of Taxability” shall mean that point in time, as specified in the determination, ruling, order, or decision, that the interest payable on the Note becomes included in the gross income of the Lender or any other holder of the Note, as the case may be, for federal income tax purposes.

5. Default.  Upon an Event of Default by the Borrower under the Loan Agreement, the interest rate on this Note shall increase by 400 basis points until such Event of Default is cured.

6. Place of Payment.  Principal and interest or service charge, if any, due hereunder shall be payable at the office of the Lender set forth in the attached Note register, or at such other place as the Lender may designate in writing.

7. Purpose; Authority.  This Note is issued by the EDA to provide funds pursuant to a Loan Agreement dated as of the date hereof (the “Loan Agreement”) by and between the EDA and Anoka County Community Action Program, Inc., a Minnesota nonprofit corporation (the “Borrower”), to finance the acquisition, construction and equipping of an approximately 30-unit multifamily rental housing facility consisting of approximately 22 two bedroom townhomes, 6 three bedroom townhomes, and 2 four bedroom townhomes to be located in the area bounded by University Avenue, 109th Avenue, 111th Avenue and 4th Street in the City of Blaine, Minnesota (the “Project”).  This Note is further issued pursuant to and in full compliance with the Constitution and laws of the State of Minnesota, particularly Minnesota Statutes, Chapter 462C, as amended, and pursuant to a resolution of the Board of Commissioners of the EDA duly adopted on September 15, 2016 (the “Resolution”).

8. Security.  The loan repayments to be made by the Borrower under the Loan Agreement (the “Loan Repayments”) will be fixed so as to produce revenue sufficient to pay the principal of, premium, if any, and interest on this Note when due.  The EDA has assigned its right, title, and interest in and to the Loan Agreement, including, but not limited to, the EDA’s right to receive Loan Repayments (but not including certain reserved rights of the EDA to receive payment for fees and expenses and indemnification) pursuant to the Pledge Agreement, dated as of September __, 2016 (the “Pledge Agreement”), between the EDA and the Lender.  This Note is also secured by a (i) Mortgage, Security Agreement and Fixture Financing Statement, dated as of the date hereof executed by the Borrower, as mortgagor, in favor of the Lender, as mortgagee (the “Mortgage”); (ii) an Assignment of Leases and Rents, dated the date hereof, from the Borrower to the Lender (the “Assignment”); and (iii) certain other assignments, security agreements, guaranties, financing statements, and other instruments evidencing or securing the Loan as may be required by the Lender.
9. Waiver of Demand; Extension.  The EDA, for itself, its successors and assigns, hereby waives demand, presentment, protest and notice of dishonor; and to the extent permitted by law, the Lender may extend interest and/or principal of or any service charge or premium due on this Note, all without notice to or consent of any party liable hereon or thereon and without releasing any such party from such liability.

10. Prepayment.  This Note may be prepaid in whole or in part at any time.  All prepayments shall be applied first to accrued interest and then to principal.  All prepayments applied to principal shall be applied to installments of principal in the inverse order of their maturity.  A notice of any such prepayment shall be given by the Borrower to the Lender, not less than 10 days prior to the date proposed for prepayment.  On the date fixed for prepayment, funds shall be paid to the Lender at its registered address.  The prepayment price is equal to the outstanding principal amount of this Note to be prepaid, plus accrued interest, plus a premium as set forth below:

(a) If prepayment is within 12 months after the date hereof or is within 12 months after any Adjustment Date, a prepayment penalty equal to 3% of any principal amount prepaid;

(b) If prepayment is 12 to 36 months after the date hereof or is 12 to 36 months after any Adjustment Date, a prepayment penalty equal to 2% of any principal amount prepaid;

(c) If prepayment is 36 to 48 months after the date hereof or is 36 to 48 months after any Adjustment Date, a prepayment penalty equal to 1% of any principal amount prepaid; and

(d) If prepayment is 48 to 60 months after the date hereof or is within 48 to 60 months after any Adjustment Date, no prepayment penalty will be due.
To exercise this option, the Borrower must give written notice in the name of the EDA to the Holder not less than 30 days prior to the date fixed for prepayment; provided that the Holder may waive or provide alternative notice requirements. The prepayment price is equal to the outstanding principal amount of this Note to be prepaid plus accrued interest. At the date fixed for prepayment, funds must be paid to the Holder at its registered address.

[If the Borrower so requests, and if partial prepayment of principal is in excess of 5% of the outstanding principal balance of this Note on the date of a partial prepayment of this Note, the installments hereunder will be adjusted to amortize the then outstanding principal amount over the remaining term of this Note, payable commencing with the next installment due after such prepayment.]
In the event of any partial prepayment of this Note, the Lender shall apply any such prepayment against the accrued interest on the Principal Balance and then against the outstanding principal amount of this Note.  Except as provided in the preceding paragraph, the monthly payments due under Section 3 hereof shall continue to be due and payable in full until the entire Principal Balance, accrued interest and any premium due on this Note have been paid.

11. Incorporation.  All of the agreements, conditions, covenants, provisions and stipulations contained in the Resolution, the Mortgage, the Assignment, the Loan Agreement and the Pledge Agreement are hereby made a part of this Note to the same extent and with the same force and effect as if they were fully set forth herein.

12. Limited Liability.  This Note and interest thereon and any service charge or premium, if any, due hereunder are payable solely from the revenues and proceeds derived from the Loan Agreement, the Mortgage and the Assignment and do not constitute a debt of the EDA or the City of Blaine, Minnesota (the “City”) within the meaning of any constitutional or statutory limitation, are not payable from or a charge upon any funds other than the revenues and proceeds pledged to the payment thereof, and do not give rise to a pecuniary liability of the EDA or the City or any of their officers, agents or employees, and no holder of this Note shall ever have the right to compel any exercise of the taxing power of the EDA or the City to pay this Note or the interest thereon, or to enforce payment thereof against any property of the EDA or the City, and this Note does not constitute a charge, lien or encumbrance, legal or equitable, upon any property of the EDA or the City, and the agreement of the EDA to perform or cause the performance of the covenants and other provisions herein referred to shall be subject at all times to the availability of revenues or other funds furnished for such purpose in accordance with the Loan Agreement, sufficient to pay all costs of such performance or the enforcement thereof.

13. Rights on Default.  If an Event of Default (as that term is defined in the Loan Agreement) shall occur, then the Lender shall have the right and option to declare the Principal Balance and accrued interest thereon immediately due and payable, whereupon the same, plus any service charges, shall be due and payable, but solely from sums made available under the Loan Agreement.  Failure to exercise such option at any time shall not constitute a waiver of the right to exercise the same at any subsequent time.

14. Exercise of Remedies.  The remedies of the Lender, as provided herein and in the Mortgage, the Assignment, the Loan Agreement and the Pledge Agreement, are not exclusive and shall be cumulative and concurrent and may be pursued singly, successively or together, at the sole discretion of the Lender, and may be exercised as often as occasion therefor shall occur; and the failure to exercise any such right or remedy shall in no event be construed as a waiver or release thereof.

15. Waivers.  The Lender shall not be deemed, by any act of omission or commission, to have waived any of its rights or remedies hereunder unless such waiver is in writing and signed by the Lender and, then only to the extent specifically set forth in the writing.  A waiver with reference to one event shall not be construed as continuing or as a bar to or waiver of any right or remedy as to a subsequent event.

16. Transfer; Registration.  As provided in the Resolution and subject to certain limitations set forth therein, this Note is only transferable upon the books of the EDA at the office of the President and Executive Director, by the Lender in person or by its agent duly authorized in writing, at the Lender’s expense, upon surrender hereof together with a written instrument of transfer satisfactory to the President and Executive Director, duly executed by the Lender or its duly authorized agent.  Upon such transfer the Executive Director will note the date of registration and the name and address of the new registered owner in the registration blank appearing below.  The EDA may deem and treat the person in whose name this Note is last registered upon the books of the EDA with such registration noted on this Note, as the absolute owner hereof, whether or not overdue, for the purpose of receiving payment of, or on the account of, the Principal Balance, redemption price or interest and for all other purposes, and all such payments so made to the Lender or upon its order shall be valid and effective to satisfy and discharge the liability upon this Note to the extent of the sum or sums so paid, and the EDA shall not be affected by any notice to the contrary.

17. Securities Registration.  This Note has been issued without registration under state or federal or other securities laws, pursuant to an exemption for such issuance; and accordingly this Note may not be assigned or transferred in whole or part, nor may a participation interest in this Note be given pursuant to any participation agreement, except to another “accredited investor” or “financial institution” in accordance with an applicable exemption from such registration requirements and with full and accurate disclosure of all material facts to the prospective purchaser(s) or transferee(s).

18. Qualified Tax Exempt Obligation.  The EDA has designated this Note as a “qualified tax-exempt obligation” under Section 265(b) of the Internal Revenue Code of 1986, as amended.

IT IS HEREBY CERTIFIED AND RECITED that all conditions, acts and things required to exist to happen and to be performed precedent to or in the issuance of this Note do exist, have happened and have been performed in regular and due form as required by law.

IN WITNESS WHEREOF, the EDA has caused this Note to be duly executed in its name by the manual signatures of the President and Executive Director, the seal of the EDA having been intentionally omitted as permitted by law, and has caused this Note to be dated as of the date first written above.

 BLAINE ECONOMIC DEVELOPMENT AUTHORITY
By


Its President
And By


Its Executive Director
PROVISIONS AS TO REGISTRATION

The ownership of the unpaid Principal Balance of this Note and the interest accruing thereon is registered on the books of the Blaine Economic Development Authority in the name of the holder last noted below.

	Date of

Registration
	
	Name and Address

Registered Owner
	
	Signature of

Executive Director

	September __, 2016

	
	Northeast Bank
77 Broadway Street NE, Minneapolis, MN 55413
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