
 
 

 

CITY OF CLOQUET 

City Council Agenda 

Tuesday, April 16, 2019 

7:00 p.m. 

City Hall Council Chambers 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Roll Call 

 

2. Pledge of Allegiance  

 

3. Approval of Agenda 

 

 a. Approval of April 16, 2019 Council Agenda 

 

4. Approval of Council Minutes 

 

a. Work Session minutes from the April 2, 2019 meeting 

b. Regular Council minutes from the April 2, 2019 meeting 

      

5. Consent Agenda 

 Items in the Consent Agenda are considered routine and will be approved with one motion 

without discussion/debate.  The Mayor will ask if any Council members wish to remove an item.  

If no items are to be removed, the Mayor will then ask for a motion to approve the Consent 

Agenda. 

 

a. Resolution No. 19-34, Authorizing the Payment of Bills 

b. Year End Transfers for 2018 

c. Resolution No. 19-28, Awarding Stark Road Watermain Project 

d. Resolution No. 19-30, Approving Plans for Carlton County Project No. (SAP) 009-607-

025 Along Big Lake Road (CSAH 7) 

e. Resolution No. 19-31, A Resolution Approving Plans for Carlton County Project No. 

(SAP) 009-605-027 Along University/Brevator Road (CSAH5) 

f. Resolution No. 19-32, A Resolution Relating to Parking Restrictions Along Washington 

Avenue (CSAH 16) 

g. Resolution No. 19-33, A Resolution Awarding the Westgate Waterline Repair Project 

h. Part-Time Administrative Police Secretary Appointment – Marlaina Moudling 

i. Blast Off to Summer 5k Walk/Run Street Closure Request 

   

 

 

 

 

 

6:00 - COUNCIL WORK SESSION 

 

• Zoning Discussion for Chickens 

• Department Head Presentations  

o Human Resources  

o Library 

o Finance   

  

  

 

  

    

   

 

 

 

 
  

 

 

 



 

 

 

 

 

CITY OF CLOQUET 

City Council Agenda 

Tuesday, April 16, 2019 

7:00 p.m. 

City Hall Council Chambers 

 

 

6. Public Hearings 

 

 Now is the time and place for the Public Hearing on the proposed assessments for the 2018 

 improvement of Arch Street from Avenue C to Park Avenue; Park Avenue from Arch Street to 

 Market Street; Avenue D from Broadway Street to Market Street; Avenue E from Arch Street to 

 Market Street.    

  

• Resolution No. 19-29, Adopting Assessments for the Improvement of Arch Street from 

Avenue C to Park Avenue and Park Avenue from Arch Street to Market Street and 

Avenue D from Broadway Street to Market Street and Avenue E from Arch Street to 

Market Street  

 

7. Presentations 

 

 None.  

 

8. Council Business 

  

a. Resolution No. 19-21, Authorizing the Execution of a Purchase and Development Agreement 

by and Between the City of Cloquet, Minnesota and 14th III, LLC 

b.  Preliminary Consideration of Allegations against a City of Cloquet Employee under Minn. 

Stat. § 13D.05, subd. 2(b) 

c.  Preliminary Consideration of Allegations against a City of Cloquet Employee under Minn. 

Stat. § 13D.05, subd. 2(b) 

                                                                  

9.  Public Comments 

 Please give your name, address, and your concern or comments.  Visitors may share their 

concerns with the City Council on any issue, which is not already on the agenda.  Each person 

will have 3 minutes to speak.  The Mayor reserves the right to limit an individual’s presentation if 

it becomes redundant, repetitive, irrelevant, or overly argumentative.  All comments will be taken 

under advisement by the Council.  No action will be taken at this time. 

 

10. Council Comments, Announcements, and Updates 

 

11. Adjournment 
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To:   Mayor and Cloquet City Council  
From:   Holly Hansen, Community Development Director 
Reviewed By:  Aaron Reeves, City Administrator 
Date:    April 5, 2019 
 
 
 ITEM DESCRIPTION: Resolution No. 19-21, A Resolution Authorizing the Execution 

of a Purchase and Development Agreement by and between the 
City of Cloquet, Minnesota and 14th III, LLC 

 
Staff Recommendation 
Staff recommends that the Council approve Resolution No. 19-21, A Resolution Authorizing the 
Execution of a Purchase and Development Agreement by and between the City of Cloquet, 
Minnesota.  In terms of procedural background for the Council, there is no tax increment 
financing (TIF) requirement for Planning Commission involvement on this project since the TIF 
District in which this project is proposed has already been established (this will activate a second 
project within an existing TIF District that was created in 2013).  Furthermore, there is no public 
hearing requirement either because financial assistance for housing is not considered a business 
subsidy. 
 
BACKGROUND 
In 2007 the City purchased a large parcel of land for future city park development and to 
facilitate the sale of another portion of this property to a private developer to build multifamily 
housing, the vision at that time was specifically for student housing which was identified as a 
need in the 2005 “Assessment of Student Housing Needs for Fond Du Lac Community College in 
Cloquet, Minnesota” prepared by Maxfield Research, Inc.  The City and Developer devised a 
land sale agreement in which the Developer would pay the City $135,000 total for the portion of 
property for housing construction.  A Master Plan was developed by Blackhoof Development for 
the site and to date the following has been purchased from the City and developed: 

• Unit 1 (2010, 18 units) USDA 538 Loan Guarantee Program; City of Cloquet Land Sale 
$27,000.  Apartment unit mix: six 3-BR, six 2-BR, six 1-BR. 

• Unit 2 (2013, 22 units) City of Cloquet TIF District 2-2 (26 year District) $196,000 TIF; 
City of Cloquet Land Sale $54,000.  Cloquet EDA Loan $100,000 (out of operational 
dollars as it did not qualify for business loan funds).  Apartment unit mix: five 2-BR, 
twelve 1-BR, five studio. 

• Proposed Unit 3 (2019, 36 units) Activate Second Project within City of Cloquet TIF 
District 2-2 (20 years remain in the District); City of Cloquet Land Sale $54,000.  
Apartment unit mix: nine 2-BR, fifteen 1-BR, twelve studio. 
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This project, Unit 3, is a $3.8 million project that is proposing a 20-stall garage and 36 apartment 
units in a three-story building configured with 12 studio apartments, 15 one-bedroom apartments, 
and 9 two-bedroom apartments.  The facility will offer common coin/digitally operated laundry 
on each floor and each unit will have a dishwasher, microhood, electric range, fridge, hardwood 
cabinets, granite/quartz countertops, oak door and trim package, engineered plank flooring in the 
kitchen and living room, carpet in bedrooms, 6’ x 8’ balconies, secure entrance, security camera 
system, free WIFI, and the building will be sprinklered for safety.  Common domestic hot water 
is included in rent while electric baseboard heat and through wall AC will be at the tenants’ cost.   
 
The developer is requesting Tax Increment Financing (TIF) that would require that 20% of those 
units (8 units) be rented to persons or families with incomes at or below 50% of area median 
income median income.  This requirement will remain in place for the term of the TIF district, 
with annual reporting submitted to the City to document compliance.  The developer proposes to 
apply all of the 8 income restricted units to the Studio Apartments.  The remaining 80% of the 
apartment units (28) will be rented to non-income restricted occupants.  Apartment square 
footage and proposed rent information can be found in the attached TIF Application. 
 
The Council will note that this case is not synonymously accompanied by planning approvals 
today, the developer is requesting Council approval on TIF first.  If approved, the property in the 
district will be replatted as part of CIC #5 Plat as Unit 3 and the Declaration and Covenants 
updated accordingly.  Site Plan Approval will be provided to Council at a future meeting. 
 
TAX INCREMENT FINANCING 
What is TIF? 
Tax increment financing (TIF) uses the increased property taxes that a new real estate 
development generates to finance eligible costs of the development.  When a new TIF district is 
created, the county auditor certifies the current net tax capacity (the property tax base) of the TIF 
district and the local property tax rates. As the net tax capacity of the district increases, the 
property taxes (i.e., the “tax increment”) paid by this increase in value is dedicated and paid to 
the development authority. The tax increment is limited to the tax derived from the certified tax 
rate.  Increases in value that generate increment may be caused by construction of the 
development or by general inflation in property values. The authority uses the increment to pay 
qualifying costs that it has incurred for the TIF project. 
 
TIF APPLICATION REVIEW 
TIF District 2-2  
Development District 2, in which TIF District 2-2 is located, is comprised of two parcels of land 
and were approved in December 2012 as a TIF Housing District for a term of 26 years.  There 
are 20 years left in this TIF District and this project would act activate a second project within an 
already existing TIF District.  
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Financial Review of TIF Application and “But For” Evaluation 
The EDA will find attached the financial analysis (“TIF Run”) prepared by Ehlers (the City’s 
financial consultant).  Standard policy for the City has been to allow site preparation costs up to 
the footings and foundations as qualifying TIF eligible, as such this project as reviewed by 
financial advisors identifies the present value TIF Note target of $394,219 for a term of 20 years 
(future value TIF Note amortized for 20 years at 4.75% yields $659,885).  The identified present 
value TIF Note, as gap financing from the City, would reimburse 10% of the total project 
development costs (future value TIF Note amortized for 20 years at 4.75% reimburses for 17% 
of the development costs).     

 
The project development costs are competitive in that it will construct at $106,000/unit when 
outstate MN communities average $120,000/unit.  The Carlton County Assessor has estimated 
annual property taxes on the building to be $45,950.  The financial review identified the annual 
gross tax increment generated to be $36,793, with the City retaining 10% of that amount for 
administration along with a deduction for the state auditor fee.  As such, the Council will note 
that if TIF is approved during year 1, the developer is paying $13,000 in taxes and the TIF is not 
covering the annual taxes.  Furthermore, the Council will note that the tax capacity of this TIF 
District is locked at the 2013 net tax capacity rate (today much higher).  Therefore, the purpose 
of requesting this economic development tool would be for tax relief. With TIF, the developer’s 
rate of return (ROI) on the project is 6.08% (increasing to less than 10% over the life of the 
district), without TIF it is 0.82% (increasing to 4% over the life of the district which will not 
attract investors).  Statewide standard ROI ranges from 7% to 10% with typically 15 years of 
assistance with outstate projects being a little less expensive to build because of cheaper land 
costs, therefore this request is not unreasonable.  For additional details on the project pro forma 
and proposed sources and uses of funds, please refer to the attached TIF Application. 

 
DEVELOPMENT AGREEMENT TERMS 
Attached find the PURCHASE AND DEVELOPMENT AGREEMENT BY AND BETWEEN 
THE CITY OF CLOQUET, MINNESOTA AND 14TH III, LLC 

• The approval of this project will activate a second project, identified as Phase II, which 
was in the 2012 in the TIF Plan 2-2, but not yet financially reviewed or approved by the 
City until ready for construction (Phase II now 2019 application for Unit 3).  
 

• In order to qualify the tax increment district as a housing district Blackhoof will be 
required to elect to either (a) rent 20% of the units in the buildings to persons or families 
with incomes at or below 50% of area median income or (b) rent 40% of the units in the 
buildings to persons or families with incomes at or below 60% of area median income.  
This requirement will remain in place for the term of the tax increment district.  Reports 
must be submitted to the City annually to document compliance with this requirement.  
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• The purchase price for each of the parcel (Unit 3, identified in TIF Plan as “Phase II”) 
was determined using the formula contained in the Prior Agreement for calculating the 
purchase prices for parcels which is $54,000. 
 

• This parcel will be purchased by 14th III LLC to construct 36 units of additional housing, 
stormwater pond improvements, completion of the road to the rear of the building, and an 
additional 20 stall garage for the complex consistent with the site plan submitted to and 
approved by the City.  This parcel must be purchased from the City by July 1, 2019.  
Construction of the improvements for Unit 3 (Phase II in TIF 2-2 TIF Plan) must 
commence within 30 days after this parcel is deeded to 14th III LLC. 
 

• The City will use tax increment generated solely from Unit 3 to reimburse 14th III LLC 
for certain qualified costs of constructing that project.  The reimbursement will be 
through the issuance of a pay-as-you-go taxable tax increment revenue note.  The 
principal amount of the revenue note will be the amount that the City determines, based 
on the project proforma for Unit 3, is necessary to make development of the building 
financially feasible.  The City may require a reduction in the amount of the tax increment 
assistance if upon review of the developer’s actual proforma upon completion of 
construction it appears that the level of assistance was not needed. 
 

• The tax increment revenue note for Unit 3 will be payable solely from a percentage of the 
tax increment generated from the Unit 3 (TIF Plan 2-2 “Phase II”) project.  The City will 
have no obligation to make any payment under the notes from any other source.  
 

• Interest will accrue on the outstanding principal amount of each note at the then market 
rate for similar obligations, as determined by the City. 
 

• The TIF Note will be issued at the later of (a) completion of the building for which the 
note is being issued or (b) at such time the developer furnishes to the City documentation 
showing that it has incurred qualified costs in connection with Unit 3 that equal or exceed 
the principal amount of the note. 
 

• It will be a default under the agreement the developer does not take down the parcel for 
this project, Unit 3 (Phase II in TIF Plan 2-2) or fails to construct the Unit 3 housing 
when required by the development agreement. Upon such a default the City may 
terminate any tax increment revenue note that has been issued and require repayment of 
any amounts that have been paid under the note.  
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Policy Objectives 
Policy objectives related to the project involve goals of the Cloquet EDA and Cloquet’s housing 
needs.  The first strategic goal of the Cloquet EDA for 2019 is as follows:  

1) Promote the Development & Maintenance of Housing by implementing the 2014 
Cloquet Housing Study 
Strategy:  Ensure that the City’s housing stock supports the needs of local employers, 
employees, and targeted businesses including the adequate marketing of the City’s 
housing (re)development opportunities. 
 
Implementation Steps: 

1. The EDA will continue housing efforts 
playing a crucial role in housing 
development and redevelopment in Cloquet, 
maintaining clear economic development 
housing incentives for market and 
affordable housing projects in Cloquet (e.g. 
Housing TIF Policy) and assistance in 
securing grant funding to assist with key 
community projects. 

 
HOUSING NEED 
The proposed project, developing quality, workforce housing is supported by: 

1. The findings of the Cloquet EDA commissioned and paid for 2014 Cloquet/Scanlon 
Housing Study that highlight significant local pressure in the Cloquet rental market 
with a 2% vacancy rate, healthy is 5%.   
 

2. Chapter 7 of the Cloquet Comprehensive Plan pages 7-7 to 7-12 highlight a number of 
city objectives and policies 7.2 and policies a, d, e,; housing infill projects, and the use of 
(starting on page 7-11) MHFA housing funding, LIHTC, Historic Tax Credits, Deferred 
Loan programs, and TIF to support these projects noting the strong link between 
housing and economic development.   

 
There exist areas in the City where public involvement is necessary to facilitate development and 
redevelopment.  The City has statutory authority pursuant to Mn. Stat. 469.124- 134 and 
469.174-179 (the TIF Act) to assist in financing public costs related to this project.  EDA 
members will note that in the TIF Plan that housing assistance is exempt from business subsidy 
requirements as allowed under Minnesota Statutes.  The EDA has a TIF Policy which was 
originally adopted in August of 2005 and amended in March 2011 and February 2012.  The 
submittal of this application is consistent with this policy and procedures.   
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Financial Impacts  
The developer has paid a $10,000 TIF application fee.   
 
Advisory Committee Recommendation 
At their April 3, 2019 meeting, the Cloquet EDA recommended approval (7-0 vote) of the 
PURCHASE AND DEVELOPMENT AGREEMENT BY AND BETWEEN THE CITY OF 
CLOQUET, MINNESOTA AND 14TH III, LLC. 
 
Supporting Documentation 

• Resolution No. 19-21, A Resolution Authorizing the Execution of a Purchase and 
Development Agreement by and between the City of Cloquet, Minnesota 

• 14th III LLC TIF Application  
• Development District 2 Map 
• TIF District 2-2 Map 
• Financial TIF Analysis by Ehlers 
• PURCHASE AND DEVELOPMENT AGREEMENT BY AND BETWEEN THE CITY 

OF CLOQUET, MINNESOTA AND 14TH III, LLC 
 



CITY OF CLOQUET 
COUNTY OF CARLTON 
STATE OF MINNESOTA 

 
RESOLUTION NO. 19-21 

 
A RESOLUTION AUTHORIZING THE EXECUTION OF A PURCHASE AND 

DEVELOPMENT AGREEMENT BY AND BETWEEN THE CITY OF 
CLOQUET, MINNESOTA AND 14TH III, LLC 

 
A. WHEREAS, 14th III, LLC (the "Developer") has requested the City of Cloquet, 

Minnesota (the "City") to sell certain real estate, legally described in Exhibit A of the 
Development Agreement, defined hereafter (the “Property”), and to assist with the financing of 
certain costs incurred in connection with the acquisition and construction of a 36-unit 
multifamily rental housing facility, with 20 garages, on the Property by the Developer (the 
"Project"). 

B. WHEREAS, the Developer and the City have determined to enter into a Purchase 
and Development Agreement providing for the sale of the Property and the City's tax increment 
financing assistance for the Project (the "Development Agreement"). 
 

NOW, THEREFORE, BE IT HEREBY RESOLVED BY THE CITY COUNCIL OF 
THE CITY OF CLOQUET AS FOLLOWS: 

 
1. The City Council hereby approves the Development Agreement in substantially 

the form submitted, and the Mayor and Administrator of the City are hereby authorized and 
directed to execute the Development Agreement on behalf of the City. 
 

2. The approval hereby given to the Development Agreement includes approval of 
such additional details therein as may be necessary and appropriate and such modifications 
thereof, deletions therefrom and additions thereto as may be necessary and appropriate and 
approved by the City officials authorized by this resolution to execute the Development 
Agreement.  The execution of the Development Agreement by the appropriate officer or officers 
of the City shall be conclusive evidence of the approval of the Development Agreement in 
accordance with the terms hereof. 

 
PASSED AND ADOPTED BY THE CITY COUNCIL OF THE CITY OF CLOQUET THIS 
16TH DAY OF APRIL, 2019. 
  
     _____________________________________ 
     Roger Maki, Mayor 
 
Attest: 
 
 
_______________________________ 
Aaron Reeves, City Administrator  
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STATE OF MINNESOTA 
COUNTY OF CARLTON 
CITY OF CLOQUET 
 
 

I, the undersigned, being the duly qualified and acting Administrator of the City of 

Cloquet, Minnesota, DO HEREBY CERTIFY that I have carefully compared the attached and 

the original minutes of a meeting of the City Council of the City held on the date therein 

indicated, which are on file and of record in my office, and the same is a full, true and complete 

transcript therefrom insofar as the same relates to Resolution No. 19-21 Authorizing Execution 

of a Purchase and Development Agreement. 

WITNESS my hand as such Administrator of the City Council of the City of Cloquet, 

Minnesota this 16th day of April, 2019. 

_____________________________ 
City Administrator 



11593206v1 
 

 2  
 

STATE OF MINNESOTA 
COUNTY OF CARLTON 
CITY OF CLOQUET 
 
 

I, the undersigned, being the duly qualified and acting Administrator of the City of 

Cloquet, Minnesota, DO HEREBY CERTIFY that I have carefully compared the attached and 

the original minutes of a meeting of the City Council of the City held on the date therein 

indicated, which are on file and of record in my office, and the same is a full, true and complete 

transcript therefrom insofar as the same relates to Resolution No. 19-21 Authorizing Execution 

of a Purchase and Development Agreement. 

WITNESS my hand as such Administrator of the City Council of the City of Cloquet, 

Minnesota this 16th day of April, 2019. 

_____________________________ 
City Administrator 
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Amended 9/15/15 

Community Development Department 
1307 Cloquet Avenue • Cloquet MN  55720 
Phone:  218‐879‐2507 •  Fax:  218‐879‐6555 

www.ci.cloquet.mn.us 
 

 

 
 
 
 
 

 

TAX INCREMENT / TAX ABATEMENT FINANCING 
FINAL APPLICATION 

 

 

Date: 

1.  Applicant: 

Business Name 

Address: 

Address: 

    03-01-19  

DAVID CHMIELEWSKI 

 14TH III, LLC c/o: Blackhoof Development LLC   

 2020 14TH STREET, SUITE C, CLOQUET MN 55720   

 DULUTH, MN 55802   

 

Primary Contact Person 

Name: 

Title: 

Telephone # 

Fax # 

Email: 

 DAVID CHMIELEWSKI   

  PRESIDENT   

  218-384-9727   

 
 

  dave@blackhoof.com   

 
General Information: 

 
Business Form:  Corporation  Partnership  Sole Proprietorship 

State of Incorporation or Organization: 

Years in Business: 

Years a Cloquet Business: 

 MN   

  14   

  14   

 
2. Brief description of the business: 

HOUSING AND PROPERTY DEVELOPMENT 
 

 

 
 

 
3. Proposed project site: 

 
Location/Address:   2030 14TH STREET, CLOQUET MN 55720   
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City of Cloquet & Cloquet EDA 
Tax Increment / Tax Abatement Financing - Final Application

 

 

 

 
a. Location 

Attach (and label as Exhibit A) information which fully described and illustrates 
the location and boundaries of the proposed project.  Include map(s), legal 
description(s), property identification numbers, addresses, and area (in sq. ft. or 
acres). 

 

b. Ownership and Legal Structure 

Attach (and label as Exhibt B) the full name(s) of the entity(s) which will own the 
project, and fully describe their legal structure (i.e. principals, ownership 
interests, liability, relationship to parent organization, subsidiaries, etc.).  If 
available, provide federal and state tax ID #’s. 

 

c.  Zoning and Planning Analysis 

Attach (and label as Exhibit C) information which described the current and 
proposed zoning, variances required, property consolidations or subdivisions, 
etc. 

 

4. Estimated Project Costs: 
 
 

a.  Land Acquisition  $  54,000 

b.  Site Development  $ 
341,198 

c.  Building Cost  $  3,040,227 

d.  Equipment  $  84,210 

e.  Architectural/Engineering Fees  $  50,000 

f.  Legal Fees  $  14,000 

g.  Financing Costs  $   34,780 

h.  Broker Costs  $   0 

i.  Contingencies  $  150,000 

j.  Other (please specify)  $  72,400 

  Total Costs  $  3,840,815 

 

5.  Market Value:   

 
Total current market value prior to construction:  $ 3,515.12  

  Total estimated market value at completion:  $ 1,820,000  
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City of Cloquet & Cloquet EDA 
Tax Increment / Tax Abatement Financing - Final Application

 

 

 

 

6. Description of proposed project: 

(Building square footage, size of property, description of buildings, materials, etc.) 

 
36 APARTMENT UNITS, 12 STUDIOS, 15 ONE BR, 9 TWO BR, 30,000 SF WITH 20 GARAGES 

BUILDING FOOTPRINT 9,760SF, 1.2 ACRES TOTAL SITE AREA THIS PHASE 

BUILDINGS WILL BE MODULAR CONSTRUCTION (STICK FRAME FACTORY CONSTRUCTED) 

LAP SIDING AND ARCHITECTURAL SHINGLES, 6X8S PATIO IN REAR, PAVED DRIVEWAYS 

 
 

 
7. Sources of Financing: 

 
a.  Developer Equity  $  811,363 

b.  Bank Loan/Private Financing Institution  $ 3,072,652 

c.  Tax Abatement  $ 

d.  Tax Increment Financing  $  $403,581 

e.  Other Public Funds (please specify)  $ 

f.  Other (please specify)  $ 

  Total Sources  $  4,287,596 

 

8. Requested Tax Abatement Assistance: 

 
a. Form of tax abatement financing assistance requested: 

 Pay as you go 

 Bond Issuance 
 

b. Requested tax amount to be abated:  $  per year 
 

c. Requested duration of abatement:  years 
 

d. Has a tax abatement application been submitted to the County or School 

District?  Yes  No 

If yes, please provide details of the requested abatement. 
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City of Cloquet & Cloquet EDA 
Tax Increment / Tax Abatement Financing - Final Application

 

 

 

 

e. Description of expected financial benefit to the City and statement of 
justification for the use of Tax Abatement: 

 

 
 

 
 

 
 

 

f. If tax abatement is not provided, will the project; (1) proceed as previously 
described utilizing other financing; (2) proceed in some alternative form; or (3) 
not proceed at all?  If the project will not proceed in some alternative form, 
provide a summary below: 

 

 
 

 
 

 
 

 

g. Proposed use of abatement funds:  (check all that apply) 

 
 Building Improvements   Building Expansion   New Construction 

 Equipment Purchases   Infrastructure/Utilities   Assessments 

 Site Improvements   Land Acquistion   Demolition/Cleanup 

 

9. Requested Tax Increment Financing Assistance: 

 
a. Form of tax increment financing assistance requested? 

X   Pay as you go 

 Bond issuance 
 

b. Describe the amount and purpose of the tax increment assistance. 
 

To provide high quality, market rate housing at a lower rental rate than competition in St. Louis County. 
 

 High construction materials and labor costs have made affordable rental housing in smaller markets 

 difficult to construct. Cost per unit is substantially lower than current construction comps in Cloquet. 

This is a tremendous value for the citizens of Cloquet. 

c. Description of expected financial benefit to the City and statement of 
justification for the use of TIF. 

 

Initiates the development of property that is already serviced by utilities. In the absence of TIF, this 

property would not be developed. Provide more users of existing billable City utilities, make use of 

exisitng infrastructure, bring more people into the community, provide a large taxable base when the 

district expires. 
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Tax Increment / Tax Abatement Financing - Final Application

 

 

 

 
d. If tax increment financing is not provided, will the project; (1) proceed as 

previously described utilizing other financing; (2) proceed in some alternative 
form; or (3) not proceed at all?  If the project will not proceed in some 
alternative form, provide a summary below: 

 

 This project has been in planning for years. Partnership with Dynamic homes and other policy changes 

 have put this project within reach. If not for the inclusion of TIF or a similar subsidy, if would be impossible. 

  Every other newer apartment project in the region, without exception, has included heavy tax credit 

  subsidies, TIF, abatement and or grants from MHFA. We are providing high quality units, at a lower 

relative cost per unit with lighter subsidies than anyone else in the region.  There is no product like this 

in Cloquet currently. 

10. Professional services of applicant: 
 

Architectural Firm: 

Contact Person: 

Address: 

Address: 

Telephone # 

Fax # 

 

 
Engineering Firm: 

Contact Person: 

Address: 

Address: 

Telephone # 

Fax # 
 

 
General Contractor: 

Contact Person: 

Address: 

Address: 

Telephone # 

Fax # 

 Foundations Architecture   

  Greg Strom   

   2150 Culas Road   

   Duluth, MN 55804   

   218-525-4326   

 
 

 
 

 
   Blackhoof Development, LLC (Site) (and others)   

    David Chmielewski   

    2020 14th Street, Suite A   

    Cloquet, MN 55720   

    218-384-9727   
 
 

 

 
 

 
    Land Logic, Inc.   

    David Chmielewski   

     2020 14th Street, Suite A   

     Cloquet, MN 55720   

  218-384-9727   
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Attorney Firm: 

Contact Person: 

Address: 

Address: 

Telephone # 

Fax # 

 

 
Accounting Firm: 

Contact Person: 

Address: 

Address: 

Telephone # 

Fax # 

 Butler Law   

 Kenneth Butler   

11 East Superior St, Ste 555   

 Duluth, MN 55802   

  218-625-2264   

 
 

 
 
 
 

BerganKDV 

Russ Sand 

  220 Park Ave S   

  St. Cloud, MN 56301   

  320-650-0240   

 
11. Project construction schedule: 

 

a. Anticipated construction start date: 

b. Construction completion date: 

 
  May 1st, 2019   

  September 15, 2019   

 
If construction will not be completed at year end, what % of construction will be 

completed by year end?    % 

 

12. Current and projected employment: 
 
 

 
Type 

Existing 

Jobs 

First 

Year 

Second 

Year 

Average 

Hourly Wage 

 
Benefits 

 
Professional/Managerial 

   FT 

   PT 

  1 FT 

   PT 

  1   FT 

   PT 

$  17.00   

$    

 
   

NO 

 
Technical/Skilled 

0 FT 

   PT 

  20 FT 

   PT 

0 FT 

   PT 

$    20.00-28.00   

$    

 

YES 

 
Unskilled/Semi‐skilled 

  0 FT 

   PT 

  1 FT 

   PT 

   FT 

   PT 

$  12.00   

$    

 

  NO   



7

City of Cloquet & Cloquet EDA 
Tax Increment / Tax Abatement Financing - Final Application

 

 

 

 

13. Financial Background: 

 
a. Have “you” personally, your partnership, or your company ever filed for 

bankruptcy?  Yes  X No   If yes, provide details on a separate sheet. 
 

b. Have “you” personally, your partnership, or your company ever defaulted on 
any loan commitment for these projects?  Yes  X 

details on a separate sheet. 
No  If yes, provide 

 

c. Have you applied for conventional financing for the project?  X Yes  No 
If no, explain why not on a separate sheet.  If yes, provide details on a separate 
sheet. 

 

d. List financial references (include contact person and phone #): 
 
 

Reference:  Phone # 
 

FRADSEN BANK, ROSS PETERSON 218-879-6000 

 

VENTURE MORTGAGE 612-991-2526 

   

 

e. Have you ever used tax increment financing before or requested financial 
assistance from a public source?  X Yes  No 
If yes, where and when?   CITY OF CLOQUET IN 2016   

 
 

 
 

 
14. Additional Project Information Required for Application (please attach). 

 
a. Description 

 
Attach (and label as Exhibit D) a complete description of the proposed project. 
If the project will proceed in phases, then provide information for each phase as 
well as the total project.  Minimally provide the following information: 

 
(1) Do you have control of the project site?  Explain in detail. 
(2) Details of all known or suspected environmental issues with the site.  Has 

any testing been completed or is underway? 
(3) Type of project (retail, office, industrial, rental housing, home ownership, 

etc.) 
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(4) New construction or rehabilitation/renovation.  If renovation, provide 
details. 

(5) Description of structures which will need to be demolished. 
(6) Description of owners/tenants which will need to be relocated. 
(7) Details of any historic preservation designations and/or related issues. 
(8) For commercial/industrial: 

 Number and size of structures (sq. ft.) 

 Type of construction and materials 

 Terms of sale (if applicable) 

 Details/terms of signed leases (rates, duration, etc.) 

 Projected terms for space not currently under lease 

 Details of any market studies completed or underway 
 

(9) For ownership housing: 

 Type, number, and size of units (sq. ft. & number of bedrooms) 

 Type of construction and materials 

 Anticipated sales price 

 Details of any market studies completed or underway 
(10) For rental housing: 

 Type and size of buildings (# floors, units, etc.) 

 Type of construction and materials 

 Size of units (sq. ft.) and number of bedrooms 

 Description of building/unit amenities 

 List of utilities included with rent 

 Monthly rental rates by unit type 

 Details of any market studies completed or underway 
(11) Schematic plans and drawings of the project. 

 
b. Development Budget (Sources and Uses) ‐ During Construction Period 

 
Attach (and label as Exhibit E) a complete development budget for construction 
of the project.  This budget should include a detailed listing of all sources and 
uses of funds. 

 

For each “use” of funds, indicate the methodology or means by which this 
estimated cost was derived (i.e. appraisal, contractor estimate, 4% of hard costs, 
actual cost, etc.) 

 

For each “source” of funds (debt, equity, public assistance, etc.), indicate the 
status of the funding source (committed, pending, projected, etc.), and the 
actual or anticipated financing terms/details. 
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c. Development Budget (Sources and Uses) ‐ Permanent Financing 

 
If ownership of the project is being retained by the applicant (or affiliate or 
subsidiary) and permanent financing will be obtained, attach (and label as 
Exhibit E1) a complete development budget upon permanent financing. 

 

d. Operating Cash Flow Proforma (10 year) 

 
If ownership of the project is being retained by the applicant (or affiliate or 
subsidiary), attach (and label as Exhibit E2) a projected 10 year operating cash 
flow proforma for the project.  The proforma should clearly identify all 
assumptions, and should provide a detailed listing of all anticipated revenues, 
expenses, capital contributions/distributions, etc.  The cash flow should clearly 
identify “Net Operating Income (NOI), “Cash Flow Before Taxes (CFBT)”, and 
“Cash Flow After Taxes (CFAT).” 

 

e. Payment of Application Fee (TIF ‐ $10,000; Tax Abatement ‐ $2,500) 

 
f.  Signed authorization allowing City/EDA to check background of personnel 

involved in project. 

 
15.  Signatures: 

 
I declare that any statement in this application or information provided herein is true 
and complete in substance and in fact.  Also, I authorize this information to be released 
to the appropriate agencies that may be able to assist in this request.  Finally, I 
acknowledge and agree that the application deposit associated with the request for 
public financial assistance is non‐refundable. 

 
 

Name of Business: 

By: 

Title: 

 
Date: 

 
   14TH STREET III, LLC   

 
 

   DAVID CHMIELEWSKI   
 

 
   PRESIDENT   

 
 

   03-01-19  
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APPLICATION FOR 

TAX INCREMENT / TAX ABATEMENT FINANCING 

RELEASE AUTHORIZATION 

 
(A separate form must be signed by all partners, officers, owners, or shareholders of the 

applicant for tax increment / tax abatement financing) 

 

 
Date: 
 

Applicant Name:     DAVID M. CHMIELEWSKI   

 
Applicant hereby affirms that all information provided to the Cloquet Economic 
Development Authority relative to all applications submitted for Tax Increment 
Financing (TIF) / Tax Abatement consideration are true and complete to the best of the 
applicant’s knowledge.  Applicant further agrees that falsified information or significant 
omissions on either this application or others supporting documents may disqualify the 
applicant for further consideration for TIF / Tax Abatement from the City of Cloquet. 
Applicant hereby authorizes the Cloquet Economic Development Authority to 
investigate all statements, financial institutions commercial and/or private partnerships, 
credit ratings, or other records as may be necessary for the EDA to determine an 
appropriate recommendation of the Tax Increment Financing / Tax Abatement 
application. 

 
Applicant hereby authorizes release of personal, financial, or business records to the 
Cloquet Economic Development Authority.  Applicant hereby releases any individuals or 
institutions releasing information from all liability for damages that may arise from 
furnishing this information. 

 

 
Applicant’s Signature:    
 

Applicant’s Name (printed): 

Title of Applicant: 

Date: 

DAVID M. CHMIELEWSKI 
 

 

 
 

  PRESIDENT   
 

 
  03-01-19  



14TH STREET APARTMENTS III

INCOME STATEMENT 3/1/2019 TIF SUBMITTAL

DWELLING UNITS STUDIO A 1 BR A 1 BR B 2BR A 2BR B Garages

UNIT SF 450 752 752 919 768 12x20

UNIT RENTAL PRICE/SF $1.40 $1.25 $1.25 $1.23 $1.24

MONTHLY RENT   $630  $940  $940  $1,130  $952  $55 

TOTAL NUMBER OF UNITS 12 12 3 6 3 20 Units 36 

MONTHLY INCOME RESTRICTED RENT 622 695 695 890 890 0 SF 29,280 

UNITS AT 50% OF AMI 8 0 0 0 0 0 Cost per Unit 106,689 

INCOME LOSS WITH TIF  $64.00  $-  $-  $-  $-  $- Cost per SF 131 

 $7,496  $11,280  $2,820  $6,782  $2,857  $1,100 

Year 101% 1 2 3 4 5 6 7 8 9 10
STUDIO A 90,720 91,627 92,543 93,469 94,404 95,348 96,301 97,264 98,237 99,219 

1 BR A 135,360 136,714 138,081 139,462 140,856 142,265 143,687 145,124 146,575 148,041 

1 BR B 33,840 34,178 34,520 34,865 35,214 35,566 35,922 36,281 36,644 37,010 

2 BR A 81,387 82,201 83,023 83,853 84,691 85,538 86,394 87,257 88,130 89,011 

2 BR B 34,284 34,626 34,973 35,322 35,676 36,032 36,393 36,757 37,124 37,495 

Garages 13,200 13,332 13,465 13,600 13,736 13,873 14,012 14,152 14,294 14,437 

Total Gross Income 388,790 392,678 396,605 400,571 404,577 408,622 412,709 416,836 421,004 425,214 

Vacancy and Credit Loss 5% (19,440) (19,634) (19,830) (20,029) (20,229) (20,431) (20,635) (20,842) (21,050) (21,261)

Garage Vacancy 10% (1,320) (1,350) (1,381) (1,413) (1,446) (1,479) (1,513) (1,548) (1,583) (1,620)

TIF income restriction loss (768) (783) (799) (815) (831) (848) (865) (882) (900) (918)

Reserves (12,000) (12,000) (12,000) (12,000) (12,000) (12,000) (12,000) (12,000) (12,000) (12,000)

Effective Income 355,263 358,910 362,594 366,314 370,071 373,864 377,695 381,564 385,471 389,416 

Operating Expenses and Property Tax (2%/yr inc) 32% (113,206) (115,470) (117,780) (120,135) (122,538) (124,989) (127,488) (130,038) (132,639) (135,292)

Net Operating Income 242,057 243,440 244,815 246,179 247,533 248,876 250,207 251,526 252,832 254,124 

Land 54,000 

Site Development 255,825 

Foundation 85,373 

Building 2,870,227 

Appliances 84,210 

Arch Eng 50,000 

Legal 14,000 

General Contracting 60,000 

Financing 34,780 

Contingency 150,000 

Other (fees) 72,400 

Garages 110,000 

Equity   818,163 

Principal Loan 4.75% (192,341) (192,341) (192,341) (192,341) (192,341) (192,341) (192,341) (192,341) (192,341) (192,341)

TIF (Estimate from County) 43000

Return on Equity before taxes 6.08% 6.25% 6.41% 6.58% 6.75% 6.91% 7.07% 7.23% 7.39% 7.55%



14TH STREET APARTMENTS II MARKET RATE ANALYSIS
PROPERTY INVESTMENT ANALYSIS - WITHOUT TIF

3/1/2009

Description Total Annual Expense Expense/Unit/Year Expense/Unit/Mo

Subtotal Expenses ($113,206) ($6,289) ($524)
(See Previous Page)

Property Tax ($43,000) ($2,389) ($199)

Total O/M Expenses ($156,206) ($8,678) ($723)

Net Operating Income $199,057 $11,059 $922

Debt Service ($192,341) ($10,686) ($890)

Cash Flow $6,716 $373 $31

Debt Coverage Ratio 1.0349

Cash on Cash ROI 0.82%



14TH STREET APARTMENTS III MARKET RATE ANALYSIS
PROPERTY INVESTMENT ANALYSIS - WITH TIF

3/1/2009

Description Total Annual Expense Expense/Unit/Year Expense/Unit/Mo

Subtotal Expenses ($109,691) ($6,094) ($508)
(See Previous Page)

Property Tax ($3,515) ($195) ($16)

Total O/M Expenses ($113,206) ($6,289) ($524)

Net Operating Income $242,057 $13,448 $1,121

Debt Service ($192,341) ($10,686) ($890)

Cash Flow $49,716 $2,762 $230

Debt Coverage Ratio 1.2585

Cash on Cash ROI 6.08%



PROPERTY COST ANALYSIS
FOR 14TH STREET APARTMENTS III

3/1/2019

COST ANALYSIS

Land -54000
Total Construction Costs -3,615,635

Professional Services -64,000

Financing Fees -34,780

Governmental Fees -72,400

Total Development Costs -3,840,815

Investment / Down Payment 768,163

Balance to Mortgage -3,072,652

FINANCIAL ANALYSIS

Financial Analysis 192,341

Interest Rate 4.75%
Term 30



14TH STREET APARTMENTS III - CLOQUET, MN

3/1/2019

Unit Size Sqft # of Units Rent Rate Mo. Rent Annual Potential

Studio 450 12 630 7,560$                   90,720$               
1 BR 752 15 940 14,100$                  169,200$             
2 BR A 919 6 1,130 6,782$                   81,387$               
2 BR B 768 3 952 2,857$                   34,284$               

Total Suite Potential 36 31,299$                  375,590$             

Garages: 20
Included in Rent: Garbage, Water/Sewer, WiFi
Not Included in Rent: Heat  Electric, Telephone, Enhanced TV
Other amenities Wall A/C, Community coin-operated laundry, refrigerator, range, microhood, dishwashe

*  The statements and figures, herein, while not guaranteed, are secured from sources we believe 
are credible
* For discussion purposes only.  All expenses and income are projections based on estimates from 
similar projects and actual expenses and income experience can and may differ or may be affected by
future unforeseen events.



























3/12/2019 Base Value Assumptions  - Page 1

14th Street Apartments - Phase III
City of Cloquet, Minnesota

One/3-Story/30,000 SF/36-Unit Multifamily Apartment Complex

ASSUMPTIONS AND RATES

DistrictType: Housing
District Name/Number: 2-2
County District #: 641-7 Exempt Class Rate (Exempt) 0.00%
First Year Construction or Inflation on Value 2019 Commercial Industrial Preferred Class Rate (C/I Pref.)
Existing District  -  Specify No. Years Remaining 20               First $150,000 1.50%
Inflation Rate - Every Year: 0.00% Over $150,000 2.00%
Interest Rate: 4.75% Commercial  Industrial Class Rate (C/I) 2.00%
Present Value Date: 1-Aug-19 Rental Housing Class Rate (Rental) 1.25%
First Period Ending 1-Feb-20 Affordable Rental Housing Class Rate (Aff. Rental)
Tax Year District was Certified: Pay 2013 First $139,000 0.75%
Cashflow Assumes First Tax Increment For Development: 2021 Over $139,000 0.25%
Years of Tax Increment 20 Non-Homestead Residential (Non-H Res. 1 Unit)
Assumes Last Year of Tax Increment 2040 First $500,000 1.00%
Fiscal Disparities Election [Outside (A),  Inside (B), or NA] NA Over $500,000 1.25%
Incremental or Total Fiscal Disparities Homestead Residential Class Rate (Hmstd. Res.)
Fiscal Disparities Contribution Ratio 0.0000% First $500,000 1.00%
Fiscal Disparities Metro-Wide Tax Rate 0.0000% Over $500,000 1.25%
Maximum/Frozen Local Tax Rate: 162.512% Pay 2013 Agricultural Non-Homestead 1.00%
Current Local Tax Rate: (Use lesser of Current or Max.) 189.484% Pay 2019
State-wide Tax Rate (Comm./Ind. only used for total taxes) 42.4160% Pay 2019
Market Value Tax Rate (Used for total taxes) 0.15615% Pay 2019

Building Total Percentage Tax Year Property Current Class After
Land Market Market Of Value Used Original Original Tax Original After Conversion

Map ID PID Owner Address Market Value Value Value for District Market Value Market Value Class Tax Capacity Conversion Orig. Tax Cap.
3 06-552-0040 City 515 CIC 8,800 0 8,800 100% 8,800 Pay 2013 Exempt -                Rental 110                       3

8,800 0 8,800 8,800 0 110

Note:
1.  Base values are based upon review of County PAY 2019 TIF Modeler on February 8, 2019.

Area/ 
Phase

Tax Rates

 BASE VALUE INFORMATION  (Original Tax Capacity)

Prepared by Ehlers & Associates, Inc. - Estimates Only C:\Users\thagen\Desktop\2019 Cloquet14thStreetApartmentsPlaseIII.TIFRun



3/12/2019 Base Value Assumptions  - Page 2

14th Street Apartments - Phase III
City of Cloquet, Minnesota

One/3-Story/30,000 SF/36-Unit Multifamily Apartment Complex

Estimated Taxable Total Taxable Property Percentage Percentage Percentage Percentage First Year
Market Value Market Value Total Market Tax Project Project Tax Completed Completed Completed Completed Full Taxes

Area/Phase New Use Per Sq. Ft./Unit Per Sq. Ft./Unit Sq. Ft./Units Value Class Tax Capacity Capacity/Unit 2019 2020 2021 2022 Payable
3 Apartment 50,556 50,556           36 1,820,000 Rental 22,750 632                100% 100% 100% 100% 2021

TOTAL 1,820,000 22,750   
Subtotal Residential 36 1,820,000 22,750   
Subtotal Commercial/Ind. 0 0 0   

Note:
1. Market values are based upon estimates from County Assessor on January 29, 2019.

Total Fiscal Local Local Fiscal State-wide Market
Tax Disparities Tax Property Disparities Property Value Total Taxes Per

New Use Capacity Tax Capacity Capacity Taxes Taxes Taxes Taxes Taxes Sq. Ft./Unit
Apartment 22,750 0 22,750 43,108 0 0 2,842 45,950 1,276.38

TOTAL 22,750 0 22,750 43,108 0 0 2,842 45,950
Note:  
1.  Taxes and tax increment will vary significantly from year to year depending upon values, rates, state law and other factors
         which cannot be predicted.

Total Property Taxes 45,950
less State-wide Taxes 0
less Fiscal Disp. Adj. 0
less Market Value Taxes (2,842)
less Base Value Taxes (6,315)
Annual Gross TIF 36,793

 WHAT IS EXCLUDED FROM TIF?

TAX CALCULATIONS

PROJECT INFORMATION (Project Tax Capacity)

Prepared by Ehlers & Associates, Inc. - Estimates Only C:\Users\thagen\Desktop\2019 Cloquet14thStreetApartmentsPlaseIII.TIFRun



3/12/2019 Tax Increment Cashflow - Page 3

14th Street Apartments - Phase III
City of Cloquet, Minnesota

One/3-Story/30,000 SF/36-Unit Multifamily Apartment Complex

TAX INCREMENT CASH FLOW
Project Original Fiscal Captured Local Annual Semi-Annual State Admin. Semi-Annual Semi-Annual PERIOD

% of Tax Tax Disparities Tax Tax Gross Tax Gross Tax Auditor at Net Tax Present ENDING Tax  Payment
OTC Capacity Capacity -                  Capacity Rate Increment Increment 0.36% 10% Increment Value Yrs. Year Date

-                   -               -                  -                  02/01/20
-                   -               -                  -                  08/01/20
-                   -               -                  -                  02/01/21

100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            15,019            0.5 2021 08/01/21
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            29,689            1 2021 02/01/22
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            44,019            1.5 2022 08/01/22
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            58,016            2 2022 02/01/23
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            71,689            2.5 2023 08/01/23
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            85,045            3 2023 02/01/24
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            98,091            3.5 2024 08/01/24
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            110,834          4 2024 02/01/25
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            123,281          4.5 2025 08/01/25
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            135,440          5 2025 02/01/26
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            147,316          5.5 2026 08/01/26
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            158,918          6 2026 02/01/27
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            170,250          6.5 2027 08/01/27
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            181,319          7 2027 02/01/28
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            192,131          7.5 2028 08/01/28
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            202,692          8 2028 02/01/29
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            213,009          8.5 2029 08/01/29
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            223,086          9 2029 02/01/30
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            232,929          9.5 2030 08/01/30
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            242,544          10 2030 02/01/31
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            251,936          10.5 2031 08/01/31
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            261,110          11 2031 02/01/32
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            270,071          11.5 2032 08/01/32
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            278,825          12 2032 02/01/33
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            287,375          12.5 2033 08/01/33
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            295,727          13 2033 02/01/34
100% 22,750               (110)              -                  22,640             162.512% 36,793        18,396             (66)               (1,833)             16,497            303,885          13.5 2034 08/01/34
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              311,854            14 2034 02/01/35
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              319,638            14.5 2035 08/01/35
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              327,241            15 2035 02/01/36
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              334,668            15.5 2036 08/01/36
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              341,923            16 2036 02/01/37
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              349,009            16.5 2037 08/01/37
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              355,931            17 2037 02/01/38
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              362,693            17.5 2038 08/01/38
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              369,297            18 2038 02/01/39
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              375,749            18.5 2039 08/01/39
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              382,050            19 2039 02/01/40
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              388,206            19.5 2040 08/01/40
100% 22,750               (110)              -                  22,640              162.512% 36,793          18,396               (66)                (1,833)               16,497              394,219            20 2040 02/01/41

      Total 735,854           (2,649)          (73,321)           659,885          
Present Value From  08/01/2019 Present Value Rate 4.75% 439,603           (1,583)          (43,802)           394,219          

Prepared by Ehlers & Associates, Inc. - Estimates Only C:\Users\thagen\Desktop\2019 Cloquet14thStreetApartmentsPlaseIII.TIFRun



CITY OF CLOQUET, MINNESOTA
TAX INCREMENT FINANCING DISTRICT NO. 2-2: 14TH III, LLC (RENTAL APARTMENT PROJECT)

(HOUSING DISTRICT)

LIMITED REVENUE NOTE (DEVELOPMENT PROPERTY ONLY) FIRST BUILDING
4.75%

 
PERIOD BEGINNING Beg. Accrued Principal Interest Total End PERIOD ENDING

Mth. Yr.  Balance Interest Payment Payment Payment Balance Mth. Yr.
PAYMENT DATE

1-Aug 2019 394,219 9,363 0 0 0 403,581 1-Feb 2020
1-Feb 2020 403,581 9,585 0 0 0 413,166 1-Aug 2020
1-Aug 2020 413,166 9,813 0 0 0 422,979 1-Feb 2021
1-Feb 2021 422,979 0 6,451 10,046 16,497 416,528 1-Aug 2021
1-Aug 2021 416,528 0 6,605 9,893 16,497 409,923 1-Feb 2022
1-Feb 2022 409,923 0 6,761 9,736 16,497 403,162 1-Aug 2022
1-Aug 2022 403,162 0 6,922 9,575 16,497 396,240 1-Feb 2023
1-Feb 2023 396,240 0 7,086 9,411 16,497 389,153 1-Aug 2023
1-Aug 2023 389,153 0 7,255 9,242 16,497 381,899 1-Feb 2024
1-Feb 2024 381,899 0 7,427 9,070 16,497 374,472 1-Aug 2024
1-Aug 2024 374,472 0 7,603 8,894 16,497 366,868 1-Feb 2025
1-Feb 2025 366,868 0 7,784 8,713 16,497 359,084 1-Aug 2025
1-Aug 2025 359,084 0 7,969 8,528 16,497 351,115 1-Feb 2026
1-Feb 2026 351,115 0 8,158 8,339 16,497 342,957 1-Aug 2026
1-Aug 2026 342,957 0 8,352 8,145 16,497 334,605 1-Feb 2027
1-Feb 2027 334,605 0 8,550 7,947 16,497 326,055 1-Aug 2027
1-Aug 2027 326,055 0 8,753 7,744 16,497 317,302 1-Feb 2028
1-Feb 2028 317,302 0 8,961 7,536 16,497 308,341 1-Aug 2028
1-Aug 2028 308,341 0 9,174 7,323 16,497 299,166 1-Feb 2029
1-Feb 2029 299,166 0 9,392 7,105 16,497 289,775 1-Aug 2029
1-Aug 2029 289,775 0 9,615 6,882 16,497 280,160 1-Feb 2030
1-Feb 2030 280,160 0 9,843 6,654 16,497 270,316 1-Aug 2030
1-Aug 2030 270,316 0 10,077 6,420 16,497 260,239 1-Feb 2031
1-Feb 2031 260,239 0 10,316 6,181 16,497 249,923 1-Aug 2031
1-Aug 2031 249,923 0 10,561 5,936 16,497 239,361 1-Feb 2032
1-Feb 2032 239,361 0 10,812 5,685 16,497 228,549 1-Aug 2032
1-Aug 2032 228,549 0 11,069 5,428 16,497 217,480 1-Feb 2033
1-Feb 2033 217,480 0 11,332 5,165 16,497 206,148 1-Aug 2033
1-Aug 2033 206,148 0 11,601 4,896 16,497 194,547 1-Feb 2034
1-Feb 2034 194,547 0 11,877 4,620 16,497 182,670 1-Aug 2034
1-Aug 2034 182,670 0 12,159 4,338 16,497 170,511 1-Feb 2035
1-Feb 2035 170,511 0 12,447 4,050 16,497 158,064 1-Aug 2035
1-Aug 2035 158,064 0 12,743 3,754 16,497 145,321 1-Feb 2036
1-Feb 2036 145,321 0 13,046 3,451 16,497 132,275 1-Aug 2036
1-Aug 2036 132,275 0 13,356 3,142 16,497 118,920 1-Feb 2037
1-Feb 2037 118,920 0 13,673 2,824 16,497 105,247 1-Aug 2037
1-Aug 2037 105,247 0 13,998 2,500 16,497 91,249 1-Feb 2038
1-Feb 2038 91,249 0 14,330 2,167 16,497 76,919 1-Aug 2038
1-Aug 2038 76,919 0 14,670 1,827 16,497 62,249 1-Feb 2039
1-Feb 2039 62,249 0 15,019 1,478 16,497 47,230 1-Aug 2039
1-Aug 2039 47,230 0 15,375 1,122 16,497 31,855 1-Feb 2040
1-Feb 2040 31,855 0 15,741 757 16,497 16,114 1-Aug 2040
1-Aug 2040 16,114 0 16,114 383 16,497 0 1-Feb 2041

 28,760 422,979 236,906 659,885  

Payments based on TMV of $1,820,000 and 90% TIF to Company.

3/12/2019 Prepared by Ehlers Associates, Inc.  2019 Cloquet14thStreetApartmentsPlaseIII.TIF Note
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DEVELOPMENT AGREEMENT 

THIS AGREEMENT, made as of the ____ day of _____________, 2019, by and between 
the City of Cloquet, Minnesota (the "City"), a municipal corporation existing under the laws of 
the State of Minnesota and 14th III, LLC, a Minnesota limited liability company (the 
"Developer"), 

WITNESSETH: 

WHEREAS, pursuant to Minnesota Statutes, Section 469.124 to 469.133, the City has 
heretofore established Municipal Development District No. 2 (the "Development District") and 
has adopted a development program therefor (the "Development Program"); and 

WHEREAS, pursuant to the provisions of Minnesota Statutes, Section 469.174 through 
469.1794, as amended (hereinafter, the "Tax Increment Act"), the City has heretofore 
established, within the Development District, Tax Increment Financing District No. 2-2 (the 
"Tax Increment District") and has adopted a tax increment financing plan therefor (the "Tax 
Increment Plan") which provides for the use of tax increment financing in connection with 
certain development within the Development District; and 

WHEREAS, in order to achieve the objectives of the Development Program and 
particularly to make the land in the Development District available for development by private 
enterprise in conformance with the Development Program, the City has determined to assist the 
Developer with the financing of certain costs of a Project (as hereinafter defined) to be 
constructed within the Tax Increment District as more particularly set forth in this Agreement; 
and 

WHEREAS, the City believes that the development and construction of the Project, and 
fulfillment of this Agreement are vital and are in the best interests of the City, the health, safety, 
morals and welfare of residents of the City, and in accordance with the public purpose and 
provisions of the applicable state and local laws and requirements under which the Project has 
been undertaken and is being assisted; and 

WHEREAS, the requirements of the Business Subsidy Law, Minnesota Statutes, Section 
116J.993 through 116J.995, do not apply to this Agreement pursuant to an exemption for 
housing. 

NOW, THEREFORE, in consideration of the premises and the mutual obligations of the 
parties hereto, each of them does hereby covenant and agree with the other as follows: 
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ARTICLE I 
 

DEFINITIONS 

Section 1.1 Definitions.  All capitalized terms used and not otherwise defined herein 
shall have the following meanings unless a different meaning clearly appears from the context: 

Agreement means this Agreement, as the same may be from time to time modified, 
amended or supplemented; 

Business Day means any day except a Saturday, Sunday or a legal holiday or a day on 
which banking institutions in the City are authorized by law or executive order to close; 

City means the City of Cloquet, Minnesota; 

Compliance Certificate means the Compliance Certificate in substantially the form 
attached hereto as Exhibit D; 

County means Carlton County, Minnesota; 

Deed means the deed in the form of Exhibit E attached hereto;  

Developer means 14th III, LLC, its successors and assigns; 

Development District means Municipal Development District No. 2, including the real 
property described in the Development Program; 

Development Program means the development program adopted by the City in 
connection with the Development District; 

Development Property means the real property described in Exhibit A attached to this 
Agreement; 

Event of Default means any of the events described in Section 5.1 hereof; 

Legal and Administrative Expenses means the reasonable fees and expenses incurred by 
the City in connection with the adoption and administration of the Tax Increment Financing 
Plan, the preparation of this Agreement and the issuance of the TIF Note; 

Note Payment Date means August 1, 2021, and each February 1 and August 1 of each 
year thereafter to and including February 1, 2041; provided, that if any such Note Payment Date 
should not be a Business Day, the Note Payment Date shall be the next succeeding Business 
Day; 

Permitted Encumbrances means the provisions of the Deed and this Agreement: 
reservations of minerals or mineral rights to the State of Minnesota; public utility, roadway and 
other easements which will not adversely affect the Development Property and use thereof 
pursuant to the Developer's construction plans; building laws, regulations and ordinances 
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consistent with the improvements on the Development Property; restrictions, covenants and 
easements of record that do not materially adversely affect the Development Property and use of 
the improvements thereon; and exceptions to title to the Development Property which are not 
objected to by the Developer upon examination of the title evidence to be delivered to the 
Developer pursuant to Section 3.2 of this Agreement. 

Prime Rate means the rate of interest from time to time publicly announced by U.S. Bank 
National Association in St. Paul, Minnesota, as its "reference rate" or any successor rate, which 
rate shall change as and when that prime rate or successor rate changes; 

Project means the construction of a 36-unit multifamily rental housing facility, with 20 
garages, by the Developer on the Development Property; 

Site Improvements means the site improvements undertaken or to be undertaken on the 
Development Property, more particularly described on Exhibit C attached hereto; 

State means the State of Minnesota; 

Tax Increments means 90% of the tax increments derived from the Development 
Property which have been received and retained by the City in accordance with the provisions of 
Minnesota Statutes, Section 469.177; 

Tax Increment Act means Minnesota Statutes, Sections 469.174 through 469.1794, as 
amended; 

Tax Increment District means Tax Increment Financing District No. 2-2 located within 
the Development District, a description of which is set forth in the Tax Increment Financing 
Plan, which was qualified as a housing district under the Tax Increment Act; 

Tax Increment Financing Plan means the tax increment financing plan approved for the 
Tax Increment District by the City Council; 

Termination Date means the earlier of (i) February 1, 2041, (ii) the date the TIF Note is 
paid in full, (iii) the date on which the Tax Increment District expires or is otherwise terminated, 
or (iv) the date this Agreement is terminated or rescinded in accordance with its terms; 

TIF Note means the Tax Increment Revenue Note (14th III, LLC) to be executed by the 
City and delivered to the Developer pursuant to Article IV hereof, a copy of which is attached 
hereto as Exhibit B. 

Unavoidable Delays means delays, outside the control of the party claiming its 
occurrence, which are the direct result of strikes, other labor troubles, unusually severe or 
prolonged bad weather, acts of God, fire or other casualty to the Project, litigation commenced 
by third parties which, by injunction or other similar judicial action or by the exercise of 
reasonable discretion, directly results in delays, or acts of any federal, state or local 
governmental unit (other than the City) which directly result in delays. 
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ARTICLE II 
 

REPRESENTATIONS AND WARRANTIES 

Section 2.1 Representations and Warranties of the City.  The City makes the following 
representations and warranties: 

(1) The City is a municipal corporation and has the power to enter into this 
Agreement and carry out its obligations hereunder. 

(2) The development contemplated by this Agreement is in conformance with the 
development objectives set forth in the Development Program. 

(3) To finance certain costs within the Tax Increment District, the City proposes, 
subject to the further provisions of this Agreement, to apply Tax Increments to reimburse the 
Developer for the acquisition of the Development Property and a portion of the costs of the 
construction of Site Improvements incurred in connection with the Project as further provided in 
this Agreement. 

(4) The City makes no representation or warranty, either expressed or implied, as to 
the Development Property or its condition or the soil conditions thereon, or that the Development 
Property shall be suitable for the Developer's purposes or needs. 

Section 2.2 Representations and Warranties of the Developer.  The Developer makes 
the following representations and warranties: 

(1) The Developer is a Minnesota limited liability company and has the power and 
authority to enter into this Agreement and to perform its obligations hereunder and doing so will 
not violate its articles of organization, member control agreement or operating agreement, or the 
laws of the State and by proper action has authorized the execution and delivery of this 
Agreement. 

(2) The Developer shall cause the Project to be constructed in accordance with the 
terms of this Agreement, the Development Program, and all applicable local, state and federal 
laws and regulations (including, but not limited to, environmental, zoning, energy conservation, 
building code and public health laws and regulations), except for variances necessary to 
construct and operate the Project approved by the City and other applicable authorities. 

(3) The construction of the Project would not be undertaken by the Developer, and in 
the opinion of the Developer would not have been or be economically feasible within the 
reasonably foreseeable future, without the assistance and benefit to the Developer provided for in 
this Agreement. 

(4) The Developer will use its best efforts to obtain, or cause to be obtained, in a 
timely manner, all required permits, licenses and approvals, and will meet, in a timely manner, 
all requirements of all applicable local, state, and federal laws and regulations which must be 
obtained or met before the balance of the Project may be lawfully constructed. 
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(5) Neither the execution and delivery of this Agreement, the consummation of the 
transactions contemplated hereby, nor the fulfillment of or compliance with the terms and 
conditions of this Agreement is prevented, limited by or conflicts with or results in a breach of, 
the terms, conditions or provision of any contractual restriction, evidence of indebtedness, 
agreement or instrument of whatever nature to which the Developer is now a party or by which it 
is bound, or constitutes a default under any of the foregoing. 

(6) The Developer will cooperate fully with the City with respect to any litigation 
commenced by third parties with respect to the activities contemplated by this Agreement or with 
respect to the Project. 

(7) The Developer will cooperate fully with the City in resolution of any traffic, 
parking, trash removal or public safety problems which may arise in connection with the 
construction and operation of the Project. 

(8) The construction of the Project shall commence no later than thirty days after 
purchase of the Development Property by the Developer and barring Unavoidable Delays, the 
Project will be substantially completed by December 1, 2019. 

(9) The Developer acknowledges that Tax Increment projections contained in the Tax 
Increment Financing Plan are estimates only and the Developer acknowledges that it shall place 
no reliance on the amount of projected Tax Increments and the sufficiency of such Tax 
Increments to reimburse the Developer for a portion of the costs of the acquisition of the 
Development Property and the construction of the Site Improvements as provided in Article IV. 

(10) The Developer will not seek a reduction in the market value as determined by the 
County Assessor of the Project or other facilities that it constructs on the Development Property, 
pursuant to the provisions of this Agreement, for so long as the TIF Note remains outstanding. 
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ARTICLE III 
 

CONVEYANCE OF PROPERTY 

Section 3.1 Status of Property. The Development Property is owned by the City. 

Section 3.2 Title and Survey. 

(1) Within a reasonable time after the date hereof, the City will furnish to the 
Developer a commitment for the issuance of an owner's policy of title insurance for the 
Development Property naming the Developer as the proposed insured party. The Developer shall 
be allowed twenty (20) days after its receipt of such commitment for examination of said title 
and the making of any objections thereto, said objections to be made in writing or deemed to be 
waived. The Developer may not object to Permitted Encumbrances. If any objections are so 
made, the City shall be allowed ninety (90) days from notice thereof to cure the title defect or 
exception, either by the removal thereof or by the procurement of title insurance endorsements 
satisfactory to the Developer providing coverage against loss or damage as a result of such defect 
or exception. If the City does not cure such title defect or exception to the Developer's 
satisfaction within said ninety (90) days, the Developer may, at its option, either (i) terminate this 
Agreement upon written notice to the City upon which this Agreement shall be null and void and 
the Developer and the City shall execute an instrument in recordable form canceling this 
Agreement as it relates to the Parcel; or (ii) waive the title defect or exception, proceed with the 
closing on the purchase of the Development Property, and withhold from the purchase price an 
amount determined by the title company issuing the title insurance commitment as necessary to 
cure such title defect or exception. The cost of obtaining the title insurance commitment and of 
the title insurance premium shall be paid by the Developer. 

(2) The Developer shall secure a survey of the Development Property acceptable to 
the City showing and containing a legal description of the Development Property. Such survey 
shall be obtained and furnished to the City. Such legal description is attached hereto, as Exhibit 
A. 

Section 3.3 Closing.  

(1) Closing on the conveyance of the Development Property to the Developer shall 
occur on such date as the City and Developer agree after all of the conditions precedent 
contained in Section 3.4 have been satisfied or waived, and no later than July 1, 2019. 

(2) At the closing on the conveyance of the Development Property the City shall 
deliver to the Developer: (i) a Deed substantially in the form of the Deed, attached hereto as 
Exhibit E, duly executed and acknowledged conveying to the Developer marketable title to the 
Development Property subject only to Permitted Encumbrances; (ii) the ALTA Owner's title 
insurance policy described in Section 3.2; and (iii) a Seller's Affidavit, in customary form, 
relative to judgments, federal tax liens, mechanic's liens and outstanding interests in the 
Development Property. 

(3) The Developer shall be responsible for the payment of the purchase price in the 
amount of Fifty-Four Thousand Dollars ($54,000), and of all closing costs associated with the 
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conveyance of the Development Property, including, but not limited to, State deed tax, the cost 
of obtaining a title insurance commitment and the title insurance policy, and closing costs. 

Section 3.4 Conditions Precedent to Conveyance of the Development Property. The 
City's obligation to sell and the Developer's obligation to purchase the Development Property 
shall be subject to satisfaction of the following conditions precedent: 

(1) The Developer having secured financing or provided to the City evidence 
satisfactory to the City of its ability to secure financing sufficient for the acquisition of the 
Development Property and the construction of the Project. 

(2) The Developer having reviewed and approved, or waived any objections to, title 
to the Development Property pursuant to Section 3.2 of this Agreement. 

(3) The Developer having secured the City's approval of the Construction Plans and 
all other governmental approvals necessary to permit the construction and operation of the 
Project. 

If all of the conditions precedent to the conveyance of the Development Property have 
not been satisfied by July 1, 2019, the City shall have the right to terminate this Agreement by 
giving written notice of termination to the Developer, upon which this Agreement shall terminate 
and the City and Developer shall execute an instrument in recordable form evidencing such 
termination. 
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ARTICLE IV 
 

UNDERTAKINGS BY DEVELOPER AND CITY 

Section 4.1 Development Property, Site Improvements; and Legal and Administrative 
Expenses.   

(1) The parties agree that the acquisition of the Development Property and the 
installation of the Site Improvements are essential to the successful completion of the Project.  
The costs of the Site Improvements shall be paid by the Developer.  The City shall reimburse the 
Developer for the lesser of (a) $394,219, or (b) the actual costs of acquisition of the 
Development Property and the Site Improvements actually incurred and paid by the Developer 
(the "Reimbursement Amount") as further provided in Section 4.2. 

(2) The Developer shall pay all Legal and Administrative Expenses in excess of the 
initial deposit of $10,000 paid to the City by the Developer. 

Section 4.2 Reimbursement: TIF Note.  The City shall reimburse the payments made 
by the Developer under Section 4.1 for costs of acquisition of the Development Property and the 
construction of the Site Improvements through the issuance of the City's TIF Note in 
substantially the form attached to this Agreement as Exhibit B, subject to the following 
conditions: 

(1) The TIF Note shall be dated, issued and delivered when the Developer shall have 
demonstrated in writing to the reasonable satisfaction of the City that the construction of the 
Project has been completed and that the Developer has incurred and paid all costs of acquisition 
of the Development Property and the construction of Site Improvements, as described in and 
limited by Section 4.1 and shall have submitted paid invoices for the costs of construction of the 
Site Improvements in an amount not less than the Reimbursement Amount. 

(2) The unpaid principal amount of the TIF Note shall bear simple, non-compounding 
interest from the date of issuance of the TIF Note, at 4.75% per annum.  Interest shall be 
computed on the basis of a 360 day year consisting of twelve (12) 30-day months.  The principal 
amount of the TIF Note and the interest thereon shall be payable solely from the Tax Increments. 

(3) The payment dates of the TIF Note shall be the Note Payment Dates. On each 
Note Payment Date and subject to the provisions of the TIF Note, the City shall pay, against the 
principal and interest outstanding on the TIF Note, the Tax Increments received by the City 
during the preceding six months.  All such payments shall be applied first to accrued interest and 
then to reduce the principal of the TIF Note. 

(4) The TIF Note shall be a special and limited obligation of the City and not a 
general obligation of the City, and only Tax Increments shall be used to pay the principal of and 
interest on the TIF Note.  If, on any Note Payment Date, the Tax Increments for the payment of 
the accrued and unpaid interest on the TIF Note are insufficient for such purposes, the difference 
shall be carried forward, without interest accruing thereon, and shall be paid if and to the extent 
that on a future Note Payment Date there are Tax Increments in excess of the amounts needed to 
pay the accrued interest then due on the TIF Note. 



11573330v3 
 

 9  
 

(5) The City's obligation to make payments on the TIF Note on any Note Payment 
Date or any date thereafter shall be conditioned upon the requirement that there shall not at that 
time be an Event of Default that has occurred and is continuing under this Agreement. 

(6) The TIF Note shall be governed by and payable pursuant to the additional terms 
thereof, as set forth in Exhibit B.  In the event of any conflict between the terms of the TIF Note 
and the terms of this Section 4.2, the terms of the TIF Note shall govern.  The issuance of the 
TIF Note pursuant and subject to the terms of this Agreement, and the taking by the City of such 
additional actions as bond counsel for the TIF Note may require in connection therewith, are 
hereby authorized and approved by the City. 

Section 4.3 Compliance with Low and Moderate Income Requirements.  

(1) The City and the Developer understand and agree that the Tax Increment District 
will constitute a "housing district" under Section 469.174, Subd. 11 of the Tax Increment Act.  
Accordingly, in compliance with Section 469.1761, Subd. 3 of the Tax Increment Act, the 
Developer agrees that the Project must satisfy, or be treated as satisfying, the income 
requirements for a qualified residential rental project as defined in Section 142(d) of the Internal 
Revenue Code.  The parties further agree that no more than 20% of the square footage of the 
Project may consist of commercial, retail, or other nonresidential uses.  The Developer must 
meet the above requirements as follows: 

(A) At least 20% of the residential units in the Project must be occupied or 
available for occupancy by persons whose incomes do not exceed 50% of the County 
median income; and 

(B) The limits described in clause (A) must be satisfied through the 
Termination Date.  Income for occupants of units described in clause (A) shall be 
adjusted for family size in accordance with Section 142(d) of the Internal Revenue Code 
and related regulations.   

(2) On or before each January 1 and July 1 of each year, commencing on July 1, 
2021, the Developer or an agent of the Developer must deliver or cause to be delivered to the 
City a Compliance Certificate executed by the Developer covering the preceding six months 
together with written evidence satisfactory to the City of compliance with the covenants in this 
Section.  This evidence must include a statement of the household income of each qualifying 
renter, a written determination that each qualifying renter's household income falls within the 
qualifying limits of this Section (and Section 142(d) of the Internal Revenue Code), and 
certification that the income documentation is correct and accurate (and that the determination of 
qualification was made in compliance with Section 142(d) of the Internal Revenue Code).  The 
City may review, upon request, all documentation supporting the Developer submissions and 
statements.  In determining compliance with this Section, the Developer must use the County 
median incomes for the year in which the payment is due on the TIF Note, as promulgated by the 
Minnesota Housing Finance Agency based on the area median incomes established by the United 
States Department of Housing and Urban Development. 
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Section 4.4 City Review of Developer's Costs. The City's determination to issue the 
TIF Note to the Developer is based on the Developer's representations regarding its costs of 
constructing the Project. Based on those representations the City has determined that 
reimbursement of the Developer through the issuance of the TIF Note for its costs of the Project 
is necessary to assist in making the construction and ownership of the Project financially 
feasible. Attached to this Agreement as Exhibit F is a financial pro forma for the Project 
provided to the City by the Developer setting forth the Developer's anticipated costs associated 
with the acquisition of the Development Property and construction of the Project. Within thirty 
(30) days after the Developer's completion of construction of the Project and payment of all costs 
associated with such construction, the Developer shall furnish to the City an updated pro forma 
showing the Developer's actual costs incurred in connection with the construction of the Project, 
together with such supporting documentation as the City may require. If such updated pro forma 
shows that the Developer's total costs of acquiring the Development Property and constructing 
the Project is less than the amount shown on the pro forma attached hereto for the Project, the 
principal amount of the TIF Note shall be reduced by $0.50 for each $1.00 that the Developer's 
actual costs are less than the amount estimated as shown on the attached pro forma. 
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ARTICLE V 
 

EVENTS OF DEFAULT 

Section 5.1 Events of Default Defined.  The following shall be "Events of Default" 
under this Agreement and the term "Event of Default" shall mean whenever it is used in this 
Agreement any one or more of the following events: 

(1) Failure by the Developer to timely pay any ad valorem real property taxes 
assessed, special assessments or other applicable City charges with respect to the Development 
Property when due and payable. 

(2) Failure by the Developer to cause the construction of the Project to be completed 
pursuant to the terms, conditions and limitations of this Agreement. 

(3) Failure of the Developer to observe or perform any other covenant, condition, 
obligation or agreement on its part to be observed or performed under this Agreement. 

(4) The holder of any mortgage on the Development Property or any improvements 
thereon, or any portion thereof, commences foreclosure proceedings as a result of any default 
under the applicable mortgage documents. 

(5) If the Developer shall: 

(A) file any petition in bankruptcy or for any reorganization, arrangement, 
composition, readjustment, liquidation, dissolution, or similar relief under the United 
States Bankruptcy Act of 1978, as amended or under any similar federal or state law; or 

(B) make an assignment for the benefit of its creditors; or 

(C) admit in writing its inability to pay its debts generally as they become due; 
or 

(D) be adjudicated as bankrupt or insolvent; or if a petition or answer 
proposing the adjudication of the Developer as bankrupt or its reorganization under any 
present or future federal bankruptcy act or any similar federal or state law shall be filed in 
any court and such petition or answer shall not be discharged or denied within sixty (60) 
days after the filing thereof; or a receiver, trustee or liquidator of the Developer, or of the 
Project, or part thereof, shall be appointed in any proceeding brought against the 
Developer, and shall not be discharged within sixty (60) days after such appointment, or 
if the Developer, shall consent to or acquiesce in such appointment. 

Section 5.2 Remedies on Default.  Whenever any Event of Default referred to in 
Section 5.1 occurs and is continuing, the City, as specified below, may take any one or more of 
the following actions after the giving of thirty (30) days' written notice to the Developer, but only 
if the Event of Default has not been cured within said thirty (30) days: 
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(1) The City may suspend its performance under this Agreement and the TIF Note 
until it receives assurances from the Developer, deemed adequate by the City, that the Developer 
will cure its default and continue its performance under this Agreement. 

(2) The City may cancel and rescind the Agreement and the TIF Note. 

(3) The City may take any action, including legal or administrative action, in law or 
equity, which may appear necessary or desirable to enforce performance and observance of any 
obligation, agreement, or covenant of the Developer under this Agreement. 

If the City defaults, the Developer may seek specific performance of the City's 
obligations hereunder and pursuant to the TIF Note. 

Section 5.3 No Remedy Exclusive.  No remedy herein conferred upon or reserved to 
the City 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 Agreement 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 or shall be construed to be a waiver thereof, but any such right and power may be 
exercised from time to time and as often as may be deemed expedient. 

Section 5.4 No Implied Waiver.  In the event any agreement contained in this 
Agreement should be breached by any party and thereafter waived by any other party, such 
waiver shall be limited to the particular breach so waived and shall not be deemed to waive any 
other concurrent, previous or subsequent breach hereunder. 

Section 5.5 Agreement to Pay Attorney's Fees and Expenses.  Whenever any Event of 
Default occurs and the City shall employ attorneys or incur other expenses for the collection of 
payments due or to become due or for the enforcement or performance or observance of any 
obligation or agreement on the part of the Developer herein contained, the Developer agrees that 
it shall, on demand therefor, pay to the City the reasonable fees of such attorneys and such other 
expenses so incurred by the City. 

Section 5.6 Indemnification of City. 

(1) The Developer releases from and covenants and agrees that the City, its governing 
body members, officers, agents, including the independent contractors, consultants and legal 
counsel, servants and employees thereof (hereinafter, for purposes of this Section, collectively 
the "Indemnified Parties") shall not be liable for and agrees to indemnify and hold harmless the 
Indemnified Parties against any loss or damage to property or any injury to or death of any 
person occurring at or about or resulting from any defect in the Project, provided that the 
foregoing indemnification shall not be effective for any actions of the Indemnified Parties that 
are not contemplated by this Agreement. 

(2) Except for any willful misrepresentation or any willful or wanton misconduct of 
the Indemnified Parties, the Developer agrees to protect and defend the Indemnified Parties, now 
and forever, and further agrees to hold the aforesaid harmless from any claim, demand, suit, 
action or other proceeding whatsoever by any person or entity whatsoever arising or purportedly 
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arising from the actions or inactions of the Developer (or other persons acting on its behalf or 
under its direction or control) under this Agreement, or the transactions contemplated hereby or 
the acquisition, construction, installation, ownership, and operation of the Project; provided, that 
this indemnification shall not apply to the warranties made or obligations undertaken by the City 
in this Agreement or to any actions undertaken by the City which are not contemplated by this 
Agreement but shall, in any event and without regard to any fault on the part of the City, apply to 
any pecuniary loss or penalty (including interest thereon from the date the loss is incurred or 
penalty is paid by the City at a rate equal to the Prime Rate) as a result of the Developer 
operating the Project so that the Tax Increment District does not qualify or ceases to qualify as a 
"housing district" under Section 469.174, Subdivision 11, of the Act or to violate limitations as 
to the use of Tax Increments as set forth in Section 469.176, Subdivision 4d. 

(3) All covenants, stipulations, promises, agreements and obligations of the City 
contained herein shall be deemed to be the covenants, stipulations, promises, agreements and 
obligations of the City and not of any governing body member, officer, agent, servant or 
employee of the City. 
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ARTICLE VI 
 

DEVELOPER'S OPTION TO TERMINATE AGREEMENT 

Section 6.1 The Developer's Option to Terminate.  This Agreement may be terminated 
by Developer, if (i) the Developer is in compliance with all material terms of this Agreement and 
no Event of Default has occurred; and (ii) the City fails to comply with any material term of this 
Agreement, and, after written notice by the Developer of such failure, the City has failed to cure 
such noncompliance within ninety (90) days of receipt of such notice, or, if such noncompliance 
cannot reasonably be cured by the City within ninety (90) days, of receipt of such notice, the 
City has not provided assurances, reasonably satisfactory to the Developer, that such 
noncompliance will be cured as soon as reasonably possible. 

Section 6.2 Effect of Termination.  If this Agreement is terminated pursuant to this 
Article VI, this Agreement shall be from such date forward null and void and of no further effect; 
provided, however, the termination of this Agreement shall not affect the rights of either party to 
institute any action, claim or demand for damages suffered as a result of breach or default of the 
terms of this Agreement by the other party, or to recover amounts which had accrued and 
become due and payable as of the date of such termination.  Upon termination of this Agreement 
pursuant to this Article VI, the Developer shall be free to proceed with the Project at its own 
expense and without regard to the provisions of this Agreement; provided, however, that the City 
shall have no further obligations to the Developer with respect to reimbursement of the expenses 
set forth in Section 4.2, or to make any further payments on the TIF Note. 
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ARTICLE VII 
 

ADDITIONAL PROVISIONS 

Section 7.1 Restrictions on Use.  The Developer agrees for itself, its successors and 
assigns and every successor in interest to the Development Property, or any part thereof, that 
during the term of this Agreement the Developer and such successors and assigns shall operate, 
or cause to be operated, the Project as a housing facility, and shall devote the Development 
Property to, and in accordance with, the uses specified in this Agreement. 

Section 7.2 Conflicts of Interest.  No member of the governing body or other official 
of the City shall have any financial interest, direct or indirect, in this Agreement, the 
Development Property or the Project, or any contract, agreement or other transaction 
contemplated to occur or be undertaken thereunder or with respect thereto, nor shall any such 
member of the governing body or other official participate in any decision relating to the 
Agreement which affects his or her personal interests or the interests of any corporation, 
partnership or association in which he or she is directly or indirectly interested.  No member, 
official or employee of the City shall be personally liable to the City in the event of any default 
or breach by the Developer or successor or on any obligations under the terms of this Agreement. 

Section 7.3 Titles of Articles and Sections.  Any titles of the several parts, articles and 
sections of the Agreement are inserted for convenience of reference only and shall be 
disregarded in construing or interpreting any of its provisions. 

Section 7.4 Notices and Demands.  Except as otherwise expressly provided in this 
Agreement, a notice, demand or other communication under this Agreement by any party to any 
other shall be sufficiently given or delivered if it is dispatched by registered or certified mail, 
postage prepaid, return receipt requested, or delivered personally, and 

(1) in the case of the Developer is addressed to or delivered personally to: 

14th III, LLC  
C/O: Blackhoof Development LLC 
Attention:  David Chmielewski, President 
2020 14th Street, Suite C 
Cloquet, MN 55720 
 

with a copy to: 
 
Butler Law 
Attention:  Kenneth Butler 
11 East Superior Street, Suite 555 
Duluth, MN 55802 
 



11573330v3 
 

 16  
 

(2) in the case of the City is addressed to or delivered personally to the City at: 

City of Cloquet, Minnesota 
Attention:  City Administrator 
Cloquet City Hall 
1307 Cloquet Avenue 
Cloquet, MN 55720 
 

with a copy to: 
 
Briggs and Morgan, P.A. 
Attention: Mary Ippel 
2200 IDS Center 
80 South 8th Street 
Minneapolis, MN 55402 
 

or at such other address with respect to any such party as that party may, from time to time, 
designate in writing and forward to the other, as provided in this Section. 

Section 7.5 Counterparts.  This Agreement may be executed in any number of 
counterparts, each of which shall constitute one and the same instrument. 

Section 7.6 Law Governing.  This Agreement will be governed and construed in 
accordance with the laws of the State. 

Section 7.7 Expiration.  This Agreement shall expire on February 1, 2041. 

Section 7.8 Provisions Surviving Rescission or Expiration.  Sections 5.5 and 5.6 shall 
survive any rescission, termination or expiration of this Agreement with respect to or arising out 
of any event, occurrence or circumstance existing prior to the date thereof. 

Section 7.9 Assignment.  The Developer shall not assign its interest in this Agreement 
or the TIF Note without the consent of the City pursuant to action by the City Council, which 
consent shall not be unreasonably withheld. 
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IN WITNESS WHEREOF, the City has caused this Agreement to be duly executed in its 
name and on its behalf and its seal to be hereunto duly affixed, and the Developer has caused this 
Agreement to be duly executed on its behalf, on or as of the date first above written. 

CITY OF CLOQUET, MINNESOTA 

By____________________________ 
Its Mayor 

By____________________________ 
Its City Administrator 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This is a signature page to the Development Agreement by and between the City of Cloquet and 

14th III, LLC. 
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14TH III, LLC  

By____________________________ 
David Chmielewski 
Its President 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This is a signature page to the Development Agreement by and between the City of Cloquet and 

14th III, LLC. 
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EXHIBIT A 
 

DESCRIPTION OF DEVELOPMENT PROPERTY 
 

Legal Description [verify legal description] 
 

Unit 3, Second Amendment To Common Interest Community Number 5 14th Street 
Apartments  Planned Community. 

 
That part of the Northwest Quarter of the Northwest Quarter of Section 36, Township 49 

North, Range 17 west of the Fourth Principal Meridian, described as follows: 
Commencing at the northwest corner of said Section 36; thence on an assumed bearing of 

South 00 degrees 01 minutes 27 seconds West, along the west line of said Section 36, a distance 
of 615.00 feet; thence South 89 degrees 58 minutes 33 seconds East a distance of 321.00 feet to 
the actual point of beginning of the tract of land herein described; thence North 57 degrees 57 
minutes 02 seconds East a distance of 243.74 feet to the southerly line of the right-of-way 
easement recorded in Document No. A-000419942; thence southeasterly a distance of 39.18 feet, 
along last said southerly line and along a non-tangential curve concave to the southwest, having a 
radius of 200.00 feet, a central angle of 11 degrees 13 minutes 25 seconds and a chord bearing of 
South 19 degrees 17 minutes 31 seconds East; thence South 13 degrees 40 minutes 49 seconds 
East, along last said southerly line and non-tangent to last described curve, a distance of 58.89 
feet; thence southeasterly a distance of 48.99 feet, along last said southerly line and along a 
tangential curve concave to the west, having a radius of 200.00 feet and a central angle of 14 
degrees 02 minutes 08 seconds; thence South 00 degrees 21 minutes 20 seconds West a distance 
of 143.82 feet to the north line of the recorded plat of PINE GROVE TERRACE; thence North 
89 degrees 36 minutes 50 seconds West, along last said north line, a distance of 238.30 feet to 
the intersection with a line bearing South 00 degrees 01 minutes 27 seconds West from the point 
of beginning; thence North 00 degrees 01 minutes 27 seconds East a distance of 155.55 feet to 
the point of beginning. 

Subject to and together with any pertinent easements contained in Document Number 
A-000419942. 
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EXHIBIT B 
 

FORM OF TIF NOTE 

No. R-1 $___________ 

UNITED STATES OF AMERICA 
STATE OF MINNESOTA 
COUNTY OF CARLTON 

CITY OF CLOQUET 

TAX INCREMENT REVENUE NOTE 
(14th III, LLC) 

The City of Cloquet, Minnesota (the "City"), hereby acknowledges itself to be indebted 
and, for value received, hereby promises to pay the amounts hereinafter described (the "Payment 
Amounts") to 14th III, LLC, or its registered assigns (the "Registered Owner"), but only in the 
manner, at the times, from the sources of revenue, and to the extent hereinafter provided. 

The principal amount of this Note shall equal from time to time the principal amount 
stated above, as reduced to the extent that such principal installments shall have been paid in 
whole or in part pursuant to the terms hereof; provided that the sum of the principal amount 
listed above shall in no event exceed $394,219 as provided in that certain Development 
Agreement, dated as of _____________, 2019, as the same may be amended from time to time 
(the "Development Agreement"), by and between the City and 14th III, LLC  The unpaid 
principal amount hereof shall bear interest from the date of this Note at the simple, non-
compounding interest at a rate of four and zero hundredths percent (4.75%) per annum.  Interest 
shall be computed on the basis of a 360 day year consisting of twelve (12) 30-day months. 

The amounts due under this Note shall be payable on August 1, 2021, and on each 
August 1 and February 1 thereafter to and including February 1, 2041, or, if the first should not 
be a Business Day (as defined in the Development Agreement) the next succeeding Business 
Day (the "Payment Dates").  On each Payment Date the City shall pay by check or draft mailed 
to the person that was the Registered Owner of this Note at the close of the last business day of 
the City preceding such Payment Date an amount equal to the Tax Increments (hereinafter 
defined) received by the City during the six month period preceding such Payment Date.  All 
payments made by the Authority under this Note shall first be applied to accrued interest and 
then to principal.  This Note is prepayable by the City, in whole or in part, on any date. 

The Payment Amounts due hereon shall be payable solely from 90% of the tax 
increments (the "Tax Increments") from the Development Property (as defined in the 
Development Agreement) within the City's Tax Increment Financing District Tax Increment 
Financing District No. 2-2 (the "Tax Increment District") within its Municipal Development 
District No. 2 which are paid to the City and which the City is entitled to retain pursuant to the 
provisions of Minnesota Statutes, Sections 469.174 through 469.1794, as the same may be 
amended or supplemented from time to time (the "Tax Increment Act").  This Note shall 
terminate and be of no further force and effect following the termination of the Tax Increment 
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District, on any date upon which the City shall have terminated the Development Agreement 
under Section 5.2(2) thereof or the Developer shall have terminated the Development Agreement 
under Article VI thereof, or on the date that all principal and interest payable hereunder shall 
have been paid in full, whichever occurs earliest. 

The Tax Increment District includes properties other than the Development Property and 
Carlton County remits Tax Increment to the City on the basis of the captured tax capacity of the 
entire Tax Increment District. For purposes of this Tax Increment Revenue Note, the City will 
determine Tax Increment generated from the Development Property and improvements thereon 
in its sole discretion. 

The City makes no representation or covenant, expressed or implied, that the Tax 
Increments will be sufficient to pay, in whole or in part, the amounts which are or may become 
due and payable hereunder. 

The City's payment obligations hereunder shall be further conditioned on the fact that no 
Event of Default under the Development Agreement shall have occurred and be continuing at the 
time payment is otherwise due hereunder, but such unpaid amounts shall become payable, 
without interest accruing thereon in the meantime, if said Event of Default shall thereafter have 
been cured; and, further, if pursuant to the occurrence of an Event of Default under the 
Development Agreement the City elects to cancel and rescind the Development Agreement, the 
City shall have no further debt or obligation under this Note whatsoever.  Reference is hereby 
made to all of the provisions of the Development Agreement, including without limitation 
Section 4.2 thereof, for a fuller statement of the rights and obligations of the City to pay the 
principal of this Note, and said provisions are hereby incorporated into this Note as though set 
out in full herein. 

This Note is a special, limited revenue obligation and is payable by the City only from 
the sources and subject to the qualifications stated or referenced herein.  This Note is not a 
general obligation of the City of Cloquet, Minnesota, and neither the full faith and credit nor the 
taxing powers of the City are pledged to the payment of the principal of this Note and no 
property or other asset of the City, save and except the above-referenced Tax Increments, is or 
shall be a source of payment of the City's obligations hereunder. 

This Note is issued by the City in aid of financing a project pursuant to and in full 
conformity with the Constitution and laws of the State of Minnesota, including the Tax 
Increment Act. 

This Note may be assigned only with the consent of the City.  In order to assign the Note, 
the assignee shall surrender the same to the City either in exchange for a new fully registered 
note or for transfer of this Note on the registration records for the Note maintained by the City.  
Each permitted assignee shall take this Note subject to the foregoing conditions and subject to all 
provisions stated or referenced herein. 

IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions, and things 
required by the Constitution and laws of the State of Minnesota to be done, to have happened, 
and to be performed precedent to and in the issuance of this Note have been done, have 
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happened, and have been performed in regular and due form, time, and manner as required by 
law; and that this Note, together with all other indebtedness of the City outstanding on the date 
hereof and on the date of its actual issuance and delivery, does not cause the indebtedness of the 
City to exceed any constitutional, statutory or charter limitation thereon. 

IN WITNESS WHEREOF, City of Cloquet, Minnesota, by its City Council, has caused 
this Note to be executed by the manual signatures of its Mayor and City Administrator and has 
caused this Note to be issued on and dated _______________, 20__. 

________________________  ________________________ 
City Administrator      Mayor 
 
 
 
DO NOT EXECUTE UNTIL PAID INVOICES FOR LAND ACQUISITION AND SITE 
IMPROVEMENTS ARE GIVEN TO THE CITY - REFER TO SECTIONS 4.1 and 4.2. 
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CERTIFICATION OF REGISTRATION 

It is hereby certified that the foregoing Note, as originally issued on _______________, 
20__, was on said date registered in the name of 14th III, LLC, and that, at the request of the 
Registered Owner of this Note, the undersigned has this day registered the Note in the name of 
such Registered Owner, as indicated in the registration blank below, on the books kept by the 
undersigned for such purposes. 

NAME AND ADDRESS OF 
REGISTERED OWNERS 

DATE OF 
REGISTRATION 

SIGNATURE OF 
CITY ADMINISTRATOR 

   
14th III, LLC  
C/O: Blackhoof Development LLC 
Attention:  David Chmielewski, 
   President 
2020 14th Street, Suite C 
Cloquet, MN 55720 
 

 
 
 
 
 
_____________, 20__ 

 
 
 
 
 
_________________________ 

_________________________ 
_________________________ 
_________________________ 
 

 
 
_____________, 20__ 

 
 
_________________________ 

_________________________ 
_________________________ 
_________________________ 
 

 
 
_____________, 20__ 

 
 
_________________________ 

_________________________ 
_________________________ 
_________________________ 
 

 
 
_____________, 20__ 

 
 
_________________________ 
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EXHIBIT C 
 

SITE IMPROVEMENTS 
 
Landscaping, including irrigation 
Foundations and Footings 
Grading/earthwork 
Engineering 
Survey 
Environmental Testing 
Soil Borings 
Site Preparation 
Onsite Utilities 
Storm Water/Ponding 
Outdoor Lighting 
Onsite Road, Curb, Gutter, Driveway, Sidewalk and Streetscape Improvements 
Parking 
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EXHIBIT D 
 

COMPLIANCE CERTIFICATE 

The undersigned 14th III, LLC, does hereby certify that as of the date of this Certificate 
not less than 20% of the residential units in the multifamily rental housing facility located at 
2030 14th Street in Cloquet, Minnesota, and the subject project of that certain Purchase and 
Development Agreement, dated ______________, 2019, by and between the City of Cloquet and 
14th III, LLC, are occupied by individuals whose income is 50% or less of the Carlton County 
median income.  

Dated this ____ day of _________________, 20___. 

 
14TH III, LLC  

By _________________________________ 
Its        

 
 
 
 
 

[Attach income verification required by Section 4.3] 
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EXHIBIT E 
 

WARRANTY DEED 
 

THIS INDENTURE, between the City of Cloquet, Minnesota, a statutory city organized 
and existing under the laws of the state of Minnesota (the "Grantor"), and 14th III, LLC, a 
Minnesota limited liability company (the "Grantee"). 

WITNESSETH, that Grantor, in consideration of the sum of Fifty-Four Thousand Dollars 
($54,000) and other good and valuable consideration, the receipt whereof is hereby 
acknowledged, does hereby convey and warrant to the Grantee, its successors and assigns 
forever, all the tract or parcel of land lying and being in the County of Carlton and State of 
Minnesota described as follows, to-wit (such tract or parcel of land is hereinafter referred to as 
the "Property"): 

LEGAL DESCRIPTION [verify legal description] 

Unit 3, Second Amendment To Common Interest Community Number 5 14th Street 
Apartments Planned Community. 

That part of the Northwest Quarter of the Northwest Quarter of Section 36, Township 49 
North, Range 17 west of the Fourth Principal Meridian, described as follows: 

Commencing at the northwest corner of said Section 36; thence on an assumed bearing of 
South 00 degrees 01 minutes 27 seconds West, along the west line of said Section 36, a distance 
of 615.00 feet; thence South 89 degrees 58 minutes 33 seconds East a distance of 321.00 feet to 
the actual point of beginning of the tract of land herein described; thence North 57 degrees 57 
minutes 02 seconds East a distance of 243.74 feet to the southerly line of the right-of-way 
easement recorded in Document No. A-000419942; thence southeasterly a distance of 39.18 feet, 
along last said southerly line and along a non-tangential curve concave to the southwest, having a 
radius of 200.00 feet, a central angle of 11 degrees 13 minutes 25 seconds and a chord bearing of 
South 19 degrees 17 minutes 31 seconds East; thence South 13 degrees 40 minutes 49 seconds 
East, along last said southerly line and non-tangent to last described curve, a distance of 58.89 
feet; thence southeasterly a distance of 48.99 feet, along last said southerly line and along a 
tangential curve concave to the west, having a radius of 200.00 feet and a central angle of 14 
degrees 02 minutes 08 seconds; thence South 00 degrees 21 minutes 20 seconds West a distance 
of 143.82 feet to the north line of the recorded plat of PINE GROVE TERRACE; thence North 
89 degrees 36 minutes 50 seconds West, along last said north line, a distance of 238.30 feet to 
the intersection with a line bearing South 00 degrees 01 minutes 27 seconds West from the point 
of beginning; thence North 00 degrees 01 minutes 27 seconds East a distance of 155.55 feet to 
the point of beginning. 

Subject to and together with any pertinent easements contained in Document Number 
A-000419942. 

To have and to hold the same, together with all the hereditaments and appurtenances 
thereunto belonging in any way appertaining, to the said Grantee, its successors and assigns, 
forever, subject to the following exceptions: 
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(Insert any exceptions to title) 

Provided: 

SECTION 1. 
 

It is understood and agreed that this Deed is subject to the covenants, conditions, 
restrictions and provisions of that certain Purchase and Development Agreement entered into 
between the Grantor and Grantee on the ____ day of ____________, ______, as may be 
amended or modified in writing from time to time by Grantor and Grantee, (hereafter referred to 
as the "Agreement"). 

It is specifically agreed that the Grantee shall promptly begin and diligently prosecute to 
completion the redevelopment of the Property through the construction of the improvements 
thereon, as provided in the Agreement. 

Promptly after completion of the improvements in accordance with the provisions of the 
Agreement and upon request by the Grantee, the Grantor will furnish the Grantee with an 
appropriate instrument ("Certificate of Completion") so certifying. 

Such certification by the Grantor shall be (and it shall be so provided in the certification 
itself) a conclusive determination of satisfaction and termination of the agreements and 
covenants of the Agreement and of this Deed with respect to the obligation of the Grantee, and 
its successors and assigns, to construct the improvements and the dates for the beginning and 
completion thereof. Such certification and such determination shall not constitute evidence of 
compliance with or satisfaction of any obligation of the Grantee to any holder of a mortgage, or 
any insurer of a mortgage, securing money loaned to finance the purchase of the Property hereby 
conveyed or the improvements, or any part thereof. 

SECTION 2. 
 

In the event the Grantee herein shall, prior to the completion of the construction of the 
improvements required to be constructed pursuant to the Agreement as evidenced by the above 
referenced certificate, the Grantee shall fail to comply with any of its covenants under the 
Agreement and fail to cure any such noncompliance within the time for cure set forth in Section 
5.2 of the Agreement, then the Grantor shall have the right to repurchase title to and possession 
of the Property for the same price that the Grantee paid to acquire the Property from Grantor and 
the Grantee shall be obligated to sell the Property to the Grantor for such price free and clear of 
all defects, encumbrances and other title matters other than those existing at the time of Grantor's 
conveyance of the Property to Grantee. Grantor's right to repurchase the Property under this 
Section shall be superior to any liens or encumbrances allowed to be placed on the Property by 
Grantee. Grantor's right to repurchase the Property shall terminate upon Grantor's delivery to 
Grantee of the certification referenced in Section 1 of this Deed. 
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SECTION 3. 
 

The Grantee agrees for itself and its successors and assigns to or of the Property or any 
part thereof, hereinbefore described, that the Grantee and such successors and assigns shall 
comply with all covenants contained in the Agreement. 

SECTION 4. 
 

This Deed is also given subject to: 

(a) Provision of the ordinances, building and zoning laws of the City of Cloquet, state 
and federal laws and regulations in so far as they affect this real estate. 

(b) Taxes payable subsequent to the date of this conveyance. 

SECTION 5. 
 

Grantor certifies that it does not know of any wells on the subject property. 

 

IN WITNESS WHEREOF, the Grantor has caused this Deed to be duly executed in its 

behalf by its _________________________ and _________________________ this ____ day of 

___________________, 201__.  

(SEAL)          CITY OF CLOQUET 
 
By  ____________________________________ 
 
By ____________________________________ 
 
 

STATE OF MINNESOTA) 
          ) SS.  
COUNTY OF CARLTON) 
 
 The foregoing instrument was acknowledged before me on this ____ day of 

____________, 201__, by _________________________, and _________________________, 

the _________________________ and _________________________ of the City of Cloquet, a 

statutory city under the laws of the State of Minnesota.  

 
_______________________________________ 
Notary Public
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FINANCIAL PRO FORMA 
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