CITY OF RICHFIELD, MINNESOTA
MONDAY, AUGUST 17, 2009
REGULAR HOUSING AND REDEVELOPMENT AUTHORITY MEETING

RICHFIELD CITY HALL COUNCIL CHAMBERS
6700 PORTLAND AVENUE

7:00 P.M.
AGENDA
Call to order
Roll call
1. Approval of minutes of Regular HRA Meeting of July 20, 2009

Notes:

2. HRA approval of agenda
|

3. Consent Calendar contains several separate items which are acted upon by the HRA
in one motion. Once the Consent Calendar has been approved, the individual items
and recommended actions have also been approved. No further HRA action is
necessary. However, any HRA Commissioner may request that an item be removed
from the Consent Calendar and placed on the regular agenda for HRA discussion and
action. All items listed on the Consent Calendar are recommended for approval.

~ A. Consideration of approval of resolution authorizing execution of instruments
necessary to purchase up to four vacant and foreclosed houses for rehabilitation
and resale through Neighborhood Stabilization Program, up to total expenditure
of $750,000 through September 30, 2010 S.R. No. 29

B. Consideration of approval of resolution authorizing execution of instruments

necessary to purchase up to seven vacant and foreclosed houses for demolition
using up to $842,896 from Housing and Redevelopment Fund through
December 31, 2009 S.R. No. 30

Notes:

4. Consideration and acceptance of Richfield HRA annual tax increment district status
update

Staff Report No. 31

Notes:




5. Consideration resolution authorizing execution of option agreement with Accessible
Space, Inc. for redevelopment of 301 West 77th Street, vacant Candiewood parcel

Staff Report No. 32

Notes:

6. Consideration of three resolutions, all relating to Accessible Space, Inc. and Twin

City Christian Homes Project, authorizing:

e Modification to redevelopment plan for Richfield Redevelopment Project Area
and establishment of 2009-1 Tax Increment Financing District;

¢ Modification to redevelopment plan for Richfield Redevelopment Project Area
and establishment of 2009-2 Tax Increment Financing District;

e Modification to Tax Increment Financing Plan for Interstate-Lyndale-Nicollet Tax
Increment Financing District

Staff Report No. 33

Notes:

7. Consideration of resolutions approving 2010 Proposed HRA budget and tax levy
and 2009 Revised HRA budget

Staff Report No. 34

Notes:

8. Executive Director report
9. Claims and payroll

Adjournment

Auxiliary aids for individuals with disabilities are available upon request. Requests must
be made at least 96 hours in advance to the City Clerk at 612-861-9738.
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HOUSING AND REDEVELOPMENT
RICHFIELD AUTHORITY MEETING MINUTES

Richfield, Minnesota

Regular Meeting
July 20, 2009

CALL TO ORDER

The meeting was called to order by Chair Sandahl at 7:00 p.m.

ROLL CALL

HRA Members
Present: Sue Sandahl, Chair; Joan Helmberger; Doris Rubenstein; and Steven
Quam.

HRA Members

Absent: David Gepner.

Staff Present. Steven L. Devich; Executive Director; Karen Barton, Assistant Community
Development Director; John Dean, HRA Attorney; and Nancy Gibbs, City
Clerk.

Item #1 HRA APPROVAL OF MINUTES

M/Rubenstein, S/Helmberger to approve the minutes of (1) Regular HRA Meeting of June
15, 2009.

Motion carried 4-0.

Iltem #2 | HRA APPROVAL OF AGENDA

M/Quam, S/Rubenstein to approve the agenda.

Motion carried 4-0.




HRA Meeting -2- July 20, 2009

Item #3 CONSIDERATION OF RESOLUTION AUTHORIZING PURCHASE OF REAL
PROPERTY AT 7338 QUEEN AVENUE THROUGH RICHFIELD REDISCOVERED
PROGRAM, CONTINGENT UPON FINDING OF CONSISTENCY WITH
COMPREHENSIVE PLAN BY PLANNING COMMISSION S.R. NO. 26

Assistant Community Development Director Barton presented Staff Report No. 26.
Chair Sandahl recommended the seller pay deed tax.

M/Helmberger, S/Quam that the following resolution be adopted and that it be made part of
these minutes:

HRA RESOLUTION NO. 1050

RESOLUTION AUTHORIZING PURCHASE OF REAL PROPERTY
LOCATED AT 7338 QUEEN AVENUE

Motion carried 4-0. This resolution appears as HRA Resolution No. 1050.

Item #4 CONSIDERATION OF RESOLUTION APPROVING SUBORDINATION
AGREEMENT RELATED TO OAKS ON PLEASANT DEVELOPMENT S.R. NO. 27

HRA Attorney Dean presented Staff Report No. 27.

HRA Attorney Dean presented the HRA Commissioners with a new subordination
agreement.

M/Rubenstein, S/Quam that the following resolution be adopted and that it be made part of
these minutes:

HRA RESOLUTION NO. 1051

RESOLUTION APPROVING A SUBORDINATION
AGREEMENT RELATED TO THE URBAN VILLAGE PROJECT

Motion carried 4-0. This resolution appears as HRA Resolution No. 1051.

Item #5 CONSIDERATION OF AUTHORIZING STAFF TO ADMINISTRATIVELY APPROVE
FORECLOSURE PURCHASE INCENTIVE PROGRAM LOANS THAT MEET ALL
PROGRAM GUIDELINES S.R. NO. 28

Assistant Community Development Director Barton presented Staff Report No. 28.

M/Sandahl, S/Quam to approve authorizing staff to administratively approve Foreclosure
Purchase Incentive Program loans that meet all program guidelines.
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Motion carried 4-0.

item #6 EXECUTIVE DIRECTOR REPORT

None.

Item #7 CLAIMS AND PAYROLL

M/Quam, S/Rubenstein that the following claims and payrolls be approved:

U.S. Bank 07-20-2009

Sectlon 8 Checks: 117391 — 117411; 117582 - 117697 $ 179,578.36
HRA Checks: 30598 - 30633 $ 88,338.66
TOTAL $267,917.02

Motion carried 4-0.

ADJOURNMENT

The meeting was adjourned by unanimous consent at 7:27 p.m.

Date Approved:
Suzanne M. Sandahl
Chair

Nancy Gibbs Steven L. Devich

City Clerk Executive Director
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AGENDA ITEM # 3A
REPORT # 29

HOUSING AND REDEVELOPMENT
AUTHORITY MEETING
AUGUST 17, 2009

MICHELLE LEWIS/JULIE URBAN, HOUSING

REPORT PREPARED BY:
SPECIALISTS
NAME, TITLE
JOHN STARK, COMMUNITY DEVELOPMENT
REPORT PRESENTER: ?
' DIRECTOR
E, TITLE

ACTING DEPARTMENT DIRECTOR
REVIEW:

| R Nicwirore
REVIEWED By ExecUTIVE DIRECTOR: J&] ? WM A%g?
c/

ITEM FOR HRA CONSIDERATION:
Consideration of a resolution authorizing the Executive Director and Board Chair to execute
instruments necessary to purchase vacant and foreclosed properties through the
Neighborhood Stabilization Program.

RECOMMENDED ACTION:
By Motion: Adopt the attached resolution authorizing the Executive
Director and Board Chair to execute instruments necessary to

purchase up to four vacant and foreclosed houses for rehabilitation
and resale through the Neighborhood Stabilization Program, up to a
total expenditure of $750,000, through September 30, 2010.

II. BACKGROUND
Richfield has suffered a high number of foreclosures over the past two years and is
expected to have more over the next several years upsetting the stability in
neighborhoods throughout the City.

In January 2009, the HRA was awarded $750,000 from MN Housing through the
federally funded Neighborhood Stabilization Program (NSP) to purchase,
rehabilitate, and resell up to four vacant and foreclosed houses in specific
neighborhoods most impacted by the foreclosure crisis.

081709 Foreclosure Purchase Authority NSP



Currently vacant and foreclosed properties are moving very quickly from the market.
Under the normal acquisition process, staff negotiates the purchase of a property
and brings it to the HRA for consideration. It has, however, become clear that in
order to work with bank-owned properties and secure the homes, there is a need to
be able to act more quickly. Asset managers of these properties are interested in
working with cities but are generally not willing to sit on an offer for several weeks
awaiting the HRA board meeting cycle.

The City is able to participate in two separate “first look” programs. These
programs provide an opportunity to view and make an offer on a foreclosed property
before the property is placed on the open market. Both programs, however, require
the City to submit a purchase offer within days of receiving notification of an
available property.

Failure to acquire foreclosed properties with NSP funds by September 2010 will
result in a forfeiture of the funding. In an effort to ensure the funds are spent in a
timely manner, staff is proposing that the Executive Director and Board Chair be
given the authority to execute documents to purchase foreclosed properties meeting
the following parameters, consistent with NSP requirements, without obtaining HRA
Board approval for each property:

the property is foreclosed,
the property is vacant,
the property is blighted (as defined by the Minnesota Housing Finance
Agency'’s application to the Department of Housing and Urban Development
for funding), :

e prior to acquisition, an independent, third party appraisal is performed and
the purchase price does not exceed the appraised or opined vaiue; and

¢ the total purchase and rehabilitation costs for all four properties does not
exceed $750,000.

Staff would provide a monthly report to the HRA with a status update of acquisition
activity. '

II1.

BASIS OF RECOMMENDATION

A. PoLicy
. It is in the best interest of the City to ensure neighborhood stability and
reduce blight.
. It is the City’s policy to utilize grant funds for projects whenever

available and practicable.

B. CRITICAL ISSUES

. Richfield has suffered a high number of foreclosures over the past two
years (over 270) and is expected to have more over the next several
years. _

L Neighborhoods in which there are one or more foreclosed and vacant

homes have detrimental impacts on the surrounding property values.




The market of vacant and foreclosed properties is moving very quickly
and staff need flexibility to respond quickly to opportunities to
purchase vacant and foreclosed properties.

Staff are attempting to use two “first look” programs that offer cities
and non-profits the chance to purchase properties before they are
listed with the Multiple Listing Service (MLS); however, they both
require a response to purchase within days.

The City must purchase four foreclosed homes by September 2010
through NSP or lose the funds.

C. FINANCIAL ,

The City was awarded $750,000 in Federal NSP funds for the
acquisition, rehabilitation, and re-sale of four foreclosed properties
through the Minnesota Housing Fund Association (MHFA).

NSP funds must be under contract prior to September 30, 2010.
Failure to expend the NSP funds by September 30, 2010 will resuit in
forfeiture of the funds.

Total acquisition and rehabilitation costs for all four properties will not .
exceed $750,000, including administrative costs.

The HRA will be reimbursed for all eligible expenses under the NSP
program, up to $750,000.

Re-captured funds from the subsequent sale of the properties, if any,
will be available for re-use for a period of 5 years for the same
activities.

D. LEGAL

Legal counsel has reviewed the proposed resolution.

IV. ALTERNATIVE RECOMMENDATION(S)

. Do not authorize the Executive Director and Board Chair to execute
instruments necessary to purchase up to four vacant and foreclosed houses
using NSP funds.

V.  ATTACHMENTS
o Resolution
VI. PRINCIPAL PARTIES EXPECTED AT MEETING

] N/A




34
RESOLUTION NO. ___

RESOLUTION AUTHORIZING HRA EXECUTIVE DIRECTORAND BOARD CHAIR TO
ACQUIRE CERTAIN FORECLOSED HOMES WITHIN THE CITY AND TO EXECUTE
ALL INSTRUMENTS AND CONTRACTS RELATED THERETO

WHEREAS, pursuant to Minnesota Statutes, Sections 469.001 to 469.047 (the
"HRA Act") the City Council of the City of Richfield, Minnesota (the “City”) has created the
City of Richfield Housing and Redevelopment Authority (the “HRA”) and provided it with
the powers and duties of the HRA Act; and

WHEREAS, the HRA Act authorizes the HRA to acquire, improve, own, hoid, sell,
lease, exchange, transfer, assign, pledge or dispose of any real or personal property; and

WHEREAS, the HRA has received funding under the Neighborhood Stabilization
Program ("NSP") to acquire and rehabilitate vacant, foreclosed single family homes; and

WHEREAS, in order to expand the effectiveness of the Program the HRA wishes
to directly purchase certain foreclosed properties to rehabilitate or resell to private entities
for development; and

WHEREAS, it is the desire of the HRA Board of Commissioners to establish
certain parameters for such acquisitions and to authorize its Executive Director and Board
Chair to proceed therewith without specific Board approval of each transaction.

NOW, THEREFORE, BE IT RESOLVED by the City of Richfield Housing and
Redevelopment Authority:

1. That the Executive Director and the Board Chair, with the assistance of HRA legal
counsel, is hereby authorized to enter into purchase agreements and acquire in the
name of the Authority up to four (4) single family, vacant, foreclosed homes (the
"Properties") on the conditions that:

(@)  The Properties are each acquired with NSP funding;

(c) Each Property is a foreclosed property acquired from a lender or a lender's
designee;

(d)  The Properties have been vacant for at least 90 days prior to entering into a
purchase agreement;

(e) The Property is determined to be blighted as defined by the Minnesota
Housing Finance Agency in its application to the US Department of Housing
and Urban Development for NSP funding as follows:

A blighted structure is one which, by reason of dilapidation,
obsolescence, overcrowding, faulty arrangement or design, lack of
ventilation, light, and sanitary facilities, excessive land coverage,
deleterious land use, or obsolete layout, or any combination of these
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or other factors, is detrimental to the safety, health, morals, or welfare
of the community.

() Prior to each acquisition an independent, third party appraisal is performed
and the purchase price does not exceed the appraised value;

(9)  The total purchase and rehabilitation costs do not exceed $750,000; and

(h)  Prior to the acquisition of each property staff conducts appropriate due
diligence to protect the HRA'’s interest. :

2. That the Executive Director and Board Chair are authorized to execute such
documents as shall be required in order to carry out the delegation provided in
paragraph 1 hereof.

3. That the Executive Director and Board Chair shall recover maximum administrative
and legal costs associated with the acquisition of the Properties from the NSP
funding source.

4. That the Executive Director shall report the acquisition of any Property pursuant to
this Resolution at the next regular HRA meeting.

5. That disposition of acquired Properties s‘hall be only by action of this Board.
6. That the authority granted hereby shall expire on September 30, 2010.

Adopted by the Richfield Housing and Redevelopment Authority of the City of
Richfield, Minnesota this 17th day of August, 2009.

Suzanne M. Sandahl, Chair

ATTEST:

Joan Helmberger, Secretary
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ITEM FOR HRA CONSIDERATION:

Consideration of a resolution authorizing the Executive Director and Board Chair to execute
instruments to purchase vacant and foreclosed properties using the Housing and
Redevelopment Fund.

RECOMMENDED ACTION:
By Motion: Adopt the attached resolution authorizing the Executive

Director and Board Chair to execute instruments necessary to
purchase up to seven vacant and foreclosed houses for demolition
using up to $842,896 in from the Housing and Redevelopment Fund
through December 31, 2009.

IL

BACKGROUND

Richfield has suffered a high number of foreclosures over the past two years and is
expected to have more over the next several years upsetting the stability in
neighborhoods throughout the City.

The HRA budgeted funds to purchase properties to further the Richfield
Rediscovered and New Home Programs by removing small, substandard, obsolete,
or dilapidated homes and then replacing them with new homes. The supply of




v vacant and foreclosed houses throughout the city offers an opportunity to further

these programs and to help stabilize neighborhoods.

Currently vacant and foreclosed properties are moving very quickly from the market.
Under the normal acquisition process, staff negotiates the purchase of a property
and brings it to the HRA for consideration. It has, however, become clear that in
order to work with bank-owned properties to secure the homes, there is a need to
be able to act more quickly. Asset managers of these properties are interested in
working with cities but are generally not willing to sit on an offer for several weeks
awaiting the HRA board meeting cycle.

The City is able to participate in two separate “first look” programs. These
programs provide an opportunity to view and make an offer on a foreclosed property
before the property is placed on the open market. Both programs, however, require
the City to submit a purchase offer within days of receiving notification of an
available property.

While funding through the Richfield Rediscovered and New Home programs will not
be lost if not spent on foreclosed properties, opportunities to purchase deteriorated
and substandard properties that are good candidates for demolition will be lost.
Given the condition and pricing of these properties, it is of concern that the end-
buyer will be an investor planning minimal rehabilitation and subsequent property
rental.

As a result, staff is proposing that the Executive Director and Board Chair be given
the authority to acquire foreclosed properties meeting the following parameters
without obtaining HRA approval for each property:

the property is foreclosed,
the property is vacant,
the property is blighted (as defined and required by the regulations governing
the Housing and Redevelopment Fund),

e prior to acquisition, staff establish an appropriate sale price based on recent
sales activity and/or assessed value and housing condition; and

o Expenditures for all seven properties does not exceed a total of $842,896.

Staff would report back each month to the HRA with a status report of acquisition
activity.

I11.

BASIS OF RECOMMENDATION

A. PoLicy

. It is in the best interest of the City to ensure neighborhood stability and
reduce blight.

. Through the City’s Richfield Rediscovered program, the HRA
purchases and removes substandard and functionally obsolete
housing and replaces it with newer, higher valued homes.



Through the City’'s New Home program, the HRA purchases and
removes substandard and functionally obsolete housing and replaces
it with new, affordable homes.
The 2008-2018 Richfield Comprehensive Plan states as policy:
o . Encourage the creation of “move-up” housing through
new construction and home remodeling.
o Promote the development of a balanced housing stock
that is available to a range of income levels.

CRITICAL ISSUES

Richfield has suffered a high number of foreclosures over the past two
years (over 270) and is expected to have more over the next several
years. .

The market of vacant and foreclosed properties is moving rapidly and
staff needs flexibility to respond quickly to opportunities to purchase
vacant and foreclosed properties.

Neighborhoods in which there are one or more foreclosed and vacant
homes have detrimental impacts on the surrounding property values.
Staff are attempting to use two “first look” programs that offer cities
and non-profits the chance to purchase properties before they are
listed with the Multiple Listing Service (MLS); however, they both
require a response to purchase within days.

In addition to being in poor condition, some foreclosed properties have
function, layout, size and other issues that make them candidates for
removal rather than rehabilitation. The community can be best served
by replacing these homes with newer homes.

The Richfield Rediscovered and New Home program funds can be
used to purchase vacant and foreclosed properties to accomplish
HRA goals throughout the City of Richfield.

Authorization to utilize these two HRA programs would be limited to
purchasing vacant and foreclosed properties only. If other purchasing
opportunities arise staff would seek an approved Purchase Agreement
by the HRA before moving forward with purchasing activities.

FINANCIAL

The HRA budgeted $827,500 under the Richfield Rediscovered
program and $187,950 under the New Home program for property
acquisition for fiscal year 2009.

Funding for these programs is allocated through the HRA Housing and
Redevelopment Fund.

To date, staff has expended $172,553.82 to acquire two properties
under the Richfield Rediscovered program.

Total acquisition expenditures will not exceed the remaining balance
of $842,896.

LEGAL

Legal counsel has reviewed the proposed resolution.




IV. ALTERNATIVE RECOMMENDATION(S)

. Do not authorize the Executive Director and Board Chair to execute
agreements to purchase foreclosed homes.

V. ATTACHMENTS
. Resolution

V1. PRINCIPAL PARTIES EXPECTED AT MEETING

. N/A
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RESOLUTION AUTHORIZING HRA STAFF TO ACQUIRE CERTAIN FORECLOSED
HOMES WITHIN THE CITY AND TO EXECUTE ALL INSTRUMENTS AND CONTRACTS
RELATED THERETO

RESOLUTION NO.

WHEREAS, pursuant to Minnesofa Statutes, Sections 469.001 to 469.047 (the
"HRA Act") the City Council of the City of Richfield, Minnesota (the “City”) has created the
City of Richfield Housing and Redevelopment Authority (the “HRA”) and provided it with
the powers and duties of the HRA Act; and

WHEREAS, the HRA Act authorizes the HRA to acquire, improve, own, hold, sell,
lease, exchange, transfer, assign, pledge or dispose of any real or personal property; and

WHEREAS, the HRA has undertaken a multi-faceted response to the impact of the
foreclosure crisis on the community involving the use of the Housing and Redevelopment
Fund to acquire and demolish substandard, vacant, foreclosed single family homes; and

WHEREAS, in order to expand the effectiveness of the Program the HRA wishes
to directly purchase certain foreclosed properties to demolish and hold the lots for future
development; and

WHEREAS, it is the desire of the HRA Board of Commissioners to establish
certain parameters for such acquisitions and to authorize its Executive Director and Board
Chair to proceed therewith without specific Board approval of each transaction.

NOW, THEREFORE, BE IT RESOLVED by the City of Richfield Housing and
Redevelopment Authority:

1. That the Executive Director and Board Chair, with the assistance of HRA legal
counsel, is hereby authorized to enter into purchase agreements and acquire in the
name of the Authority up to seven (7) single family, vacant foreclosed homes (the
"Properties") on the conditions that:

(a) The Properties are each acquired with the Housing and Redevelopment
Fund;

(c) Each Property is a foreclosed property acquired from a lender or a lender's
designee;

(d)  The Properties have been vacant for at least 90 days prior to entering into a
purchase agreement;

(e) The Property is determined to be blighted as required by Housing and
Redevelopment Fund regulations;

() Prior to each acquisition staff establish an appropriate sale price based on
reasonable conditions;




(g) The total expenditures on all seven properties does not exceed $842,896;
and

(h)  Prior to the acquisition of each property staff conducts appropriate due
diligence to protect the HRA's interest.

2. That the Executive Director and Board Chair are authorized to execute such
documents as shall be required in order to carry out the delegation provided in
paragraph 1 hereof. :

3. That the Executive Director shall report the acquisition of any Property pursuant to
this Resolution at the next regular HRA meeting.

4. That disposition of acquired Properties shall be only by action of this Board.
5. That the authority granted hereby shall expire on December 31, 2009.

Adopted by the Richfielld Housing and Redevelopment Authority of the City of
Richfield, Minnesota this 17th day of August, 2009.

Suzanne M. Sandahl, Chair

ATTEST:

Joan Helmberger, Secretary
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STAFF REPORT
RICHFIELD
HOUSING AND REDEVELOPMENT
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ITEM FOR HRA CONSIDERATION: .
Consideration of a presentation of the Richfield Housing and Redevelopment Authority Tax
Increment District Status Update. -

RECOMMENDED ACTION:
By Motion: Accept the attached Richfield Housing and

Redevelopment Authority Annual Tax increment District Status
Update.

IL. BACKGROUND

The Tax Increment District Status Update (TIF Status Update) is presented to the
Richfield Housing and Redevelopment Authority (HRA) annually for review. This
year, the TIF Status Update shows that the HRA is able to meet all of its Pay-As-
You-Go Note and General Obligation Tax Increment Bond obligations.

III. BASIS OF RECOMMENDATION

A. PoLICY

o The annual TIF Status Update is provided to the HRA to summarize
tax increment financial activity and comment on the status of the
HRA'’s ability to meet its tax increment obligations.

081709 TIF Status Report




B.  CRITICAL ISSUES

. The TIF Status Update indicates the HRA i is able to meet all of ltS

: current and future tax increment obligations.

. The Urban Village District and Post-1999 Richfield Rediscovered TIF
District both have negative cash balances at the end of 2007.
Projections show that these Districts will have positive cash balances
in the future.

C. FINANCIAL

o See detailed TIF Status Update attached.

D.  LEGAL
. N/A
IV.  ALTERNATIVE RECOMMENDATION(S)
. Reject the conclusions made in the Tax Increment District Status Update
V. ATTACHMENTS
o Tax Increment District Status Update.
VI. PRINCIPAL PARTIES EXPECTED AT MEETING

° Rebecca Kurtz, Ehlers & Associates, Inc.




Richfield Housing
and Redevelopment Authority

Tax Increment District
Status Update

August 17, 2009
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Tax Increment Financing District Summary

Conclusion
The Richfield Housing and Redevelopment Authority (HRA) will be able to meet all of
its tax increment obligations.

Richfield Redevelopment Project Area
The Richfield Redevelopment Project area currently contains 10 tax increment financing
districts:

Interchange-Lyndale-Nicollet (ILN)
Interchange

Richfield Rediscovered (Pre-1999)
Urban Village

Richfield Rediscovered (Post-1999)
Gramercy

Interchange West/Lyndale Gateway
City Bella

Lyndale Gateway West

Cedar Corridor

[n 20035, the boundaries of the Richfield Redevelopment Project Area were expanded and
set to be the same as the City’s boundary in order to expand housing program service
areas and provide a wider area of tax increment spending authority. The HRA has two
types of obligations associated with these districts. The first type of obligation is the Pay
As You Go Revenue Note. All of these Notes pledge to the Note Holder a certain
percentage of the available tax increment from the specific district. Less tax increment
results in lower Pay As You Go payments. To the extent that the increment is not
available to make the payment, the HRA is not required to meet the obligation. Current
projections show that the HRA will be able to meet all of its Pay As You Go Revenue
Note obligations.

The second type of obligation that the HRA has is Tax Increment Bonds. Currently,
there are bonds outstanding in the ILN, Richfield Rediscovered Post-1999, Interchange
West (Best Buy), and Lyndale Gateway West (Kensington Park) districts. Property tax
law changes in 2002 -- with the last phase-in in 2004 -- resulted in much lower increment
receipts than in the past. These changes prompted the HRA to start reserving cash to
cover bond debt service. Also, the law provided the ability for the HRA to share tax
increment (deficit pooling) from all tax increment districts to help pay General Obligation
Tax Increment Bond obligations. In 2004, the HRA undertook modifications to certain
tax increment district plans to address shortfalls in the ILN District increment. By using
deficit pooling, projections show that the HRA will be able to meet all of its General
Obligation Tax Increment Bond obligations.

il
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Assumptions

All projections are based on the most conservative assumptions. Cash balances are as of
December 31, 2008.

The calculations do not include any interest on invested cash or inflation on property
market values with a few exceptions:

The exceptions to the assumptions follow:
e Interchange West uses a 1.725% market value inflation
e Urban Village uses a 2% market value inflation
e Lyndale Gateway West uses a 1% inflation rate
Although Lyndale Gateway (Richfield Senior Housing) used a 3% market value inflation

assumption at time of closing, a 0% market value inflation rate is being used in order to
be conservative.

et
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Interstate-Lyndale-Nicollet (ILN) TIF District Update

The ILN District is a commercial redevelopment project comprised of the Shops at
Lyndale and the Meridian Crossings redevelopments.

First Year of Increment; 1987
Estimated Decertification Date: 2012
Outstanding Obligations:

o $2,039,157 Pay-as-you-go Note for the Shops at Lyndale, Phase |

e $1.368.,170 Pay-as-you-go Note for the Shops at Lyndale, Phase 11

»  $2.908,666 Pay-as-you-go Note for Meridian Crossings, Phase |

o $2.453,702 Pay-as-vou-go Note for Meridian Crossings, Phase II

e General Obligation Tax Increment Bonds of 1996, which were refunded with the
$2.495.000 Taxable General Obligation Refunding Bonds, Series 2002B. (These
formerly were the pooled bonds of the LHN and ILN, and they are currently
known as the ILN Bonds)

e $1.630,000 General Obligation Tax Increment Bonds of 2000, which utilizes the
Candlewood Hotel increment to assist the Lyndale Gateway West District
(Kensington Park).

The ILN District has a cash balance of $827,192.

The cash balance will be used to pay the ILN Bonds. The TIF Plan Modification
undertaken in 2004 to address deficit pooling will allow increment from the Interchange
and Richfield Rediscovered pre-1999 TIF District to be pooled to the ILN District. if
needed for debt service on the Bonds. The deficit pooling is reviewed annually. Deficit
pooling is not needed in 2008.

Conclusions:

The HRA will be able to meet all of its debt obligations.
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Interchange TIF District Update

The Interchange District is a commercial redevelopment project comprised of the Dick’s
Sporting Goods store. In 2004, Galyan’s Trading Company became a wholly owned
subsidiary of Dick’s Sporting Goods.
First Year of Increment: 1998
Estimated Decertification Date: 2023
Outstanding Obligations:

o $1,747,045 Pay-as-you-go Revenue Note
The Interchange District has a cash balance of $316,269.
The TIF Plan Modification undertaken in 2004 to address deficit pooling will allow
increment from the Interchange and Richfield Rediscovered pre-1999 TIF District to be
pooled to the ILN District, if needed for debt service on the Bonds.

Conclusions:

The HRA will be able to meet its debt obligation.
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Pre-1999 Richfield Rediscovered TIF District Update

The Pre-1999 Richfield Rediscovered TIF Districts are redevelopment districts consisting
of owner occupied housing. In 1990, the City and HRA advanced funds in the amount of
$762,550 to the Richfield Rediscovered Program to establish a buy/sell program for the
construction of new, contemporary, single-family housing. All advances have been
satisfied.

First Year of Increment: Various dates from 1996 to 2001
Estimated Decertification Date: Various dates from 2018 to 2026
Outstanding Obligations:

¢ $1.045,000 Taxable General Obligation Tax Increment Refunding Bonds of 2002C.
These Bonds were issued for the Post-1999 Richfield Rediscovered TIF District.
Funds from the Pre-1999 Richfield Rediscovered, Gramercy, Urban Village, and
Lyndale Gateway/Interchange West are being pooled to assist with the debt service
payments.

The Pre-1999 Richfield Rediscovered District has a cash balance of $979,041.

The TIF Plan Modification undertaken in 2004 to address deficit pooling will allow
increment from the Interchange and Richfield Rediscovered pre-1999 TIF District to be
pooled to the ILN District, if needed for debt service on the Bonds.

Conclusions:
The HRA will be able to meet its debt obligation.

Funds are available to defease the $1,045,000 Taxable General Obligation Tax Increment
Refunding Bonds of 2002C; and therefore allow the City to decertify all of the Richfield
Rediscovered TIF Districts. Approximatly $705,000 would be required to placed in
escrow until February 2, 2012, at which time the Bonds could be paid in full. At the time
of the deposit, the HRA and City could take action to decertify the TIF Districts, and
have the property placed on the tax rolls. Decertifying the Districts would increase the
City’s tax capacity by 165,420. If the Districts are decertified by December 2009, the tax
base increase would be recognized in 2010.
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