_
Falibault

City Council Work Session
Monday, August 18, 2025 at 6:00 PM
Buckham West Conference Room

AGENDA
1. Call to Order

2. Items for Discussion

A. Faribo Downtown Central Request Related to Agreements with the City Council, EDA,
and HRA and the Potential Sale of Properties

Future Discussion

Adjournment

(The Council may meet as a group for dinner)

Please contact the City Administrator’s Office if you need special accommodations while attending this
meeting.

Para pedir este documento en otro idioma, envie un correo electrénico y adjunte el documento a
accessibility@faribault.org.

Si aad u codsato dukumeentigan oo ku qoran lugad kale, fadlan e-mail u soo dir oo ku soo lifaaq dukumiintiga

accessibility@faribault.org.
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City,
Faribault

Council Work Session Memorandum

TO: Mayor and City Council

THROUGH: Jessica Kinser, City Administrator

FROM: David Wanberg, CED Director

MEETING DATE: August 18, 2025

SUBJECT: Faribo Downtown Central Request Related to

Agreements with the City Council, EDA, and HRA
and the Potential Sale of Properties

Discussion:

Nort Johnson, on behalf of Faribo Downtown Central (*FDC"), intends to
officially request that the City Council (the “Council”), the Economic
Development Authority (the "EDA"), and the Housing and Redevelopment
Authority (the "HRA"”) approve assignments, ownership restructuring, and
mortgage and subordination agreements to allow the sale of some or all of
FDC'’s properties on or adjacent to Central Avenue. At the time this report
was published, City Staff did not receive the official request. However, we
may have the official request at the time of this meeting.

Over the past several years, the EDA and HRA have provided FDC with $1
million in forgivable loans, and the Council provided a $500,000 repayable
loan to assist FDC in rehabilitating its properties. Per the City's business
subsidy policy, the loan agreements require FDC to retain its properties
and not receive additional funding through City programs for a minimum
of five vyears from the date the parties executed the Iloan
agreements. However, the Council, EDA, and HRA have the option to
modify the terms of the loan agreements or approve assignments,
ownership restructuring, and mortgage and subordination agreements.

The purpose of this meeting is to provide the Council, EDA, and HRA with
sufficient background and information to allow the entities to make an
informed decision regarding FDC's requests. No decisions will be made at
this work session, which is meant for individual Council/board members to
obtain information from FDC to assist in their decision-making at a future
board meeting. The entities will then independently respond to FDC'’s
forthcoming requests at each entity’s meeting, likely in late August or
September. The City Attorney and representatives of FDC will be at the
meeting to help provide background and outline potential options related
to the requests.
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BACKGROUND

In 2022, DIG Holdings, LLC - a group of local investors and entities who
were committed to saving and renovating Faribault’s historic downtown
buildings - proposed to purchase 13 distressed properties on or adjacent
to Central Avenue with the intent of renovating the buildings. With an
estimated cost of $12 million, the group proposed to save the buildings
from further deterioration and create new commercial opportunities, as
well as renovate the vacant upper floors for 29 apartment units. The group
intended to retain the building over the long term, and asked the EDA and
HRA to each provide $500,000 in forgivable loans to help implement the
project and strengthen the downtown. The EDA and HRA expressed
interest in providing the requested funds.

Later in 2022, the original investment group changed to Faribo Downtown
Central (FDC), and FDC purchased the 13 properties with the same intent
of saving the buildings and strengthening the downtown. However, unlike
the original proposal that envisioned using the requested funding to
renovate six of the 13 buildings and retain the buildings for the long term,
FDC proposed to make the buildings in its portfolio “clean and dry” by
installing roofs and removing unwanted materials and clutter from the
interior of the buildings. FDC then planned to sell the buildings within one
to three years to “friendly buyers” who could renovate the buildings into
their highest and best use.

The EDA and HRA met multiple times to consider FDC's revisions to the
original proposal. The City Attorney prepared multiple draft agreements
consistent with the applicable business subsidy laws. After much
discussion, the EDA and HRA approved the first phase of funding to FDC to
ensure the buildings in the portfolio would be clean and dry ($250,000
each from the EDA and HRA). The approved agreements did not include
language requiring that FDC provide 29 apartment units as previously
discussed with DIG Holdings. FDC received $250,000 from the EDA and
$250,000 from the HRA in late December 2022 for specific improvements
associated with certain buildings.

In the summer of 2023, FDC requested a $500,000 repayable loan from
the City Council (to be administered through the EDA) to help with its
rehabilitation costs. The Council expressed a willingness to provide the
additional funding, and the EDA agreed to administer it. However, FDC
would need to complete and document its Phase 1 work before receiving
the additional funds.

Later in 2023, FDC noted that it was nearing completion of its Phase 1 work
and requested that EDA and HRA approve the Phase 2 funding of $250,000
each from the EDA and HRA. However, it was not until January 2024 that
City Staff had sufficient documentation to show that FDC completed the
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Phase 1 work per the agreements.

In February 2024, the Council, EDA, and HRA held joint public hearings to
consider the Phase 2 funding from the EDA and HRA, and the $500,000
repayable loan from the Council. The Council and EDA approved the
funding requests related to them, but the HRA voted 2-2 on the release of
its Phase 2 funding. Based on the City Attorney’s advice, the HRA
continued its action on the FDC funding request until May 2024, when the
full board voted on the funding request. With a 5-2 vote, the HRA
approved closing out the Phase 1 funding and providing the Phase 2
funding. In total, the EDA and HRA have provided $1 million in forgivable
loans, and the City Council has provided a $500,000 repayable loan to
FDC. However, FDC will need to submit the required documents showing
how the Phase 2 money was spent before the City, EDA, and HRA take
action on FDC's forthcoming assignment requests.

OPTIONS FOR ADDRESSING FORTHCOMING REQUESTS

As stated earlier, the loan agreements between FDC and the City, EDA,
and HRA are consistent with the City’s business subsidy policy that requires
FDC to retain the properties for five years. The agreements also state that
no additional funding from City programs will be provided during the five-
year periods of the loans. However, the City, EDA, and HRA can consider
FDC's request and, if desired, approve assignments, ownership
restructuring, and mortgage subordination.

The City, HRA, and EDA may consider the following options (or a mixture
of the following options) related to FDC’s forthcoming requests:

1. Consent to the requests, with or without the requirement to prohibit
additional funding through City programs during the five-year loan
periods. The City, EDA, and HRA could also place reasonable
requirements on their consents. For example, the HRA could consent
to the requests provided that the new owner commits to developing
apartments within a certain period.

2. Consent to the requests, provided that FDC provides partial
repayment of the loans related to specific properties. Conceivably,
the City and EDA could consent to FDC’'s requests with no
repercussions, but the HRA could require FDC to repay part or all of
the HRA’s loan associated with the properties to be sold.

3. Require full repayment of the loans if FDC sells the properties without
consent from the City, EDA, and HRA.

NEXT STEPS

After FDC submits official requests to the City, EDA, and HRA to sell some
or all of its remaining properties, the City, EDA, and HRA will independently
consider the requests and direct staff to prepare the appropriate
agreements and/or resolutions in response to the requests. There are
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currently several interested buyers in purchasing FDC properties.
Consequently, it is in the best interest of all parties to address the
forthcoming requests in a timely manner.

Attachments:

1. 2024-052 - Approve a Special Commercial Rehabilitation Loan
Agreement between the EDA on behalf of the City of Faribault, and
Faribo Downtown Centra

2. Sample Phase 1 HRA Loan Agreement (EDA Loan Agreement is
Similar)

3. Sample Phase 2 HRA Loan Agreement (EDA Loan Agreement is
Similar)

4, Sample Resolution related to 311 Assignment, Ownership
Restructuring, and Subordination
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State of Minnesota
County of Rice

CITY OF FARIBAULT

RESOLUTION #2024-052

APPROVE A SPECIAL COMMERCIAL REHABILITATION LOAN AGREEMENT
BETWEEN THE ECONOMIC DEVELOPMENT AUTHORITY OF FARIBAULT, ON
BEHALF OF THE CITY OF FARIBAULT, AND FARIBO DOWNTOWN CENTRAL LLC

WHEREAS, on November 28, 2023, the Faribault City Council adopted
Resolution #2023-232, which authorized the transfer of $500,000 from
the City’s general fund to the Economic Development Authority of
Faribault to administer a Special Commercial Rehabilitation Loan for
Faribo Downtown Central LLC ("FDC"); and

WHEREAS, the Economic Development Authority of Faribault, on behalf
of the City of Faribault, proposes to grant the business assistance in the
form of the Special Commercial Rehabilitation Loan Agreement to Faribo
Downtown Central LLC under Minnesota Statutes, Section 116].993
through 1161.995 (the "Business Subsidy Act”), and Minnesota Statutes,
Chapter 469, and pursuant to the requirements of the Policy; and

WHEREAS, the City Attorney prepared the Special Commercial
Rehabilitation Loan Agreement and all related documents outlined in the
Agreement, attached as Exhibit A to this Resolution; and

WHEREAS, the Economic Development Authority of Faribault ("EDA")
and the Housing and Redevelopment Authority of Faribault ("HRA") each
reviewed and approved additional business assistance in the form of
forgivable loan agreements pursuant to the Business Subsidy Act in the
amount of $250,000 (collectively, the “Loan Agreements”) to FDC
pursuant to EDA Resolution #2024-03 and HRA Resolution #2024-02,
respectively, both adopted on February 28, 2024; and

WHEREAS, the City Council, on February 28, 2024, following proper
notice, held a public hearing regarding the City Council’s consideration
of the Special Commercial Rehabilitation Loan Agreement per the
Business Subsidy Act.

NOW, THEREFORE BE IT RESOLVED by the City Council of the City
of Faribault as follows:

DOCSOPEN\FA105\469\935879.v4-2/28/24
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1. The recitals in the preamble of this Resolution and the exhibits
attached to this Resolution are incorporated into this Resolution as
if fully set forth herein.

2. The form of the Special Commercial Rehabilitation Loan
Agreement and all related documents outlined in the Agreement,
including the Business Subsidy Agreement, is hereby approved by
the City Council, subject to modifications as approved by the
mayor, city administrator and city attorney.

3. The Mayor and City Administrator are hereby authorized and
directed to execute said Special Commercial Rehabilitation Loan
Agreement and all related documents outlined therein.

4. The EDA and HRA Loan Agreements are hereby approved by the
City Council.

5. The Mayor, City Administrator, City Staff, and City Consultants, are
hereby authorized and directed to take any and all additional steps
and actions necessary or convenient to accomplish the intent of this
Resolution, including but not limited to, refining the language in the
Agreement and all related documents therein.

Date Adopted: February 28, 2024

Faribault City Council

DocuSigned by:

Yeun €. \)OrudL

AR5449CR040D4E

Kevin F. Voracek, Mayor

ATTEST:

DocuSigned by:

Ti“ thy (. Muwrvay

DBIORS 20024440

Timothy C. Murray, City Administrator

DOCSOPEN\FA105\469\935879.v4-2/28/24
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EXHIBIT A
FORM OF SPECIAL COMMERCIAL REHABILITATION LOAN

DOCSOPEN\FA105\469\935879.v4-2/28/24
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DRAFT
2.23.2024

SPECIAL COMMERCIAL REHABILITATION LOAN AGREEMENT

THIS SPECIAL COMMERCIAL REHABILITATION AGREEMENT (the “Agreement”)
is made and entered into this 28" day of February, 2024, between the Economic Development
Authority of Faribault, a public body corporate and politic under the laws of Minnesota, on behalf of
the City of Faribault, a Minnesota municipal corporation under the laws of Minnesota (collectively,
the “City”), and Faribo Downtown Central LLC, a Minnesota limited liability company (the
“Borrower”):

RECITALS
l. The purpose of the City is as follows:

A. Provide a sufficient supply of adequate, safe and sanitary dwellings in order to
protect the health, safety, morals and welfare of the city;

B Clear and redevelop blighted areas;

C. Provide commercial development opportunities; and

D Redevelop blighted areas in situations in which private enterprise would not act
without governmental participation or subsidies.

2. The Borrower has acquired certain real property legally described on Exhibit A attached
hereto (the “Property”), which is located in Rice County, Minnesota.

3. The Borrower has submitted or is in the process of submitting an updated proposal for
development of the Property (the “Development”).

4. Business assistance is proposed to be granted by the City to Borrower under Minnesota
Statutes, Sections 116J.993 through 116J.995 (the “Business Subsidy Act”), and Minnesota
Statutes, Chapter 469 for the Property pursuant to the requirements of the City Downtown
Revitalization Program (the “Policy”).

5. This Agreement between the Borrower and the City, provides for certain benefits and
business assistance to the Borrower in connection with development of the Property,

including the following assistance: a one-time loan in the maximum principal amount of
$500,000.

DOCSOPEN\FA105\469\935058.v7-2/23/24 1
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DRAFT
2.23.2024

(a) During the term of this Agreement, Developer shall:

(1) Submit to the City a design proposal to be reviewed by the City showing
the location, size, and nature of the proposed Development, including
layouts, renderings, elevations, and other graphic or written explanations of
the Development. The design proposal shall be accompanied by a proposed
schedule for the starting and completion of the Development;

(i1) Submit an over-all cost estimate for the design and construction of the
Development;

(111))  Submit a time schedule for the Development;

(iv)  Undertake and obtain such other preliminary economic feasibility studies,
income and expense projections, and such other economic information as
Developer may desire to further confirm the economic feasibility and
soundness of the Development;

(v) Submit to the City the Developer’s financing plan showing that the
proposed Development is financially feasible;

(vi)  Furnish satisfactory financial data to the City evidencing Developer’s
ability to undertake the Development.

(b) Developer understands that any business assistance sought for the proposed
Development must be obtained as outlined by law.

6. The Borrower has requested financial assistance from the City in the amount of $500,000
to assist with the Development at the Property.

7. Pursuant to City of Faribault Resolution #2023-232, the City Council authorized the
transfer of $500,000 from the City’s General Fund (101) to the Faribault Economic
Development Authority (the “EDA”) to administer a special commercial rehabilitation loan
for the Borrower on the terms and conditions set forth in Resolution #2023-232 as set forth
in Exhibit E.

8. This Agreement shall be administered by the EDA on the behalf and at the direction of the
City Council, consistent with the terms and conditions of the authorizing resolution and
any applicable policies of the City.

9. The City has agreed to lend to the Borrower, upon execution of this Agreement, project
financing for the Development in the maximum principal amount of $500,000 (the “Funds”).

10.  The City has reviewed this Agreement and finds that execution of this Agreement by the

City and performance of the City’s obligations hereunder are in the best interests of the
City, and its residents.

DOCSOPEN\FA105\469\935058.v7-2/23/24 2
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DRAFT
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11.  The parties are authorized and empowered to enter into this Agreement under the laws of
the State of Minnesota.

12. By providing the Funds, the City will not provide additional funding, from any/all other
City programs, for the Property included as part of the Development for five (5) years.

NOW, THEREFORE, in consideration of the mutual covenants and promises hereinafter
set forth, the City and the Borrower agree as follows:

l. The recitals set forth in the preamble to this Agreement and the exhibits attached to this
Agreement are incorporated into this Agreement as if fully set forth herein.

2. The Borrower intends to conduct activity and to make the contemplated improvements to
the Property in accordance with the Development (the “Improvements’). Upon submission
of the materials to the reasonable satisfaction of the City required for the Development as
set forth particularly in Recital No. 5 above, and as required by the Policy and the
fulfillment of all terms and conditions of this Agreement, the Funds shall be provided as a
$500,000 loan pursuant to the terms and conditions set forth in City of Faribault Resolution
#2023-232, the Promissory Note (the “Note”), the form of which is attached hereto as
Exhibit B, a separate mortgage (the “Mortgage”), the form of which is attached as
Exhibit C, and a separate Guaranty Agreement, the form of which is attached hereto as
Exhibit D. The Borrower agrees to execute all such documents at closing.

3. Upon closing, the City agrees to provide the Funds.

4. The business assistance in the form of a loan are proposed to be granted by the City to
Borrower under Minnesota Statutes, Sections 116J.993 through 116J.995 (the “Business
Subsidy Act”), and Minnesota Statutes, Chapter 469 and pursuant to the requirements of
the Policy, with such required Business Subsidy Agreement being incorporated by
reference into this Agreement as set forth in Exhibit F.

5. The Borrower agrees to fully comply with all stated requirements, and acknowledges that
all terms, conditions, and requirements are made part of this Agreement.

6. All documents executed shall, as deemed reasonably necessary by the City, be filed with
the County Recorder and/or Registrar of Titles. The City shall maintain a lien on the
Property pursuant to the security instruments required herein.

7. Failure to comply with any term, covenant, condition, or requirement contained in this
Agreement, or a default under any note, mortgage, or other instrument executed in
connection with this Agreement (following the passing of any applicable notice and cure
periods), following thirty (30) days after the City gives written notice specifying the form
of said non-compliance, shall constitute a breach of this Agreement and a default by the
Borrower. The foregoing notwithstanding, if a default requires more than thirty (30) days to
cure, such default shall not constitute an uncured default, provided that the curing of the
default is promptly commenced upon receipt of written notice from the City, and with due

DOCSOPEN\FA105\469\935058.v7-2/23/24 3
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DRAFT
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diligence is thereafter continuously prosecuted to completion and is completed in a
reasonable period of time, not to exceed ninety (90) days.

If any default shall occur, following the passing of applicable cure periods, the City may
declare the Funds provided to Borrower to be due and payable in accordance with the terms
of'the Note. The City may also pursue remedies available under the terms of any mortgage
or other instrument executed to secure its interests in the Funds or the Property, and other
such remedies as may be available under local, state, or federal laws.

8. The Borrower, for itself and for its successors and/or its assigns, further agrees and
consents to the filing of such security instruments and this Agreement with the government
officials or entities appropriate to protect the interest of the City in the Property.

9. Without limitation of any provision set forth herein, the Borrower agrees to pay to the City
any costs or expenses, including without limitation attorney fees, incurred by the City in
enforcing any provision of this Agreement.

10. Except as expressly set forth herein, nothing in this Agreement shall constitute a limitation
or waiver of the City’s right to enforce any ordinance, law, rule, or regulation.

11.  The Borrower shall and does hereby agree to protect, defend, indemnify and hold the City,
including its officers, agents, and employees, harmless of and from any and all liability,
loss, or damage that it may incur under or by reason of this Agreement, and of and from
any and all claims and demands whatsoever that may be asserted against the City by reason
of any alleged obligations or undertakings on the part of the City to perform or discharge
any of the terms, covenants, or agreements contained in this Agreement. This
indemnification and hold harmless provision shall survive the execution, delivery, and
performance of this Agreement and the payment or repayment of any Funds. The Borrower
waives notice of the acceptance of this Agreement by the City. Nothing in this Agreement
shall constitute a waiver or limitation of the City’s immunities or limitations on liability as
set forth in Minnesota Statutes, Chapter 466 or otherwise.

12. A notice, demand, or other communication under this Agreement by either party to the
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

(A) asto the Borrower: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault, MN 55021
ATTN: Brett Reese and Nort Johnson

(B)  asto the City: City of Faribault
208 1%t Avenue NW
Faribault, MN 55021
ATTN: City Administrator

DOCSOPEN\FA105\469\935058.v7-2/23/24 4
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Economic Development Authority
of Faribault

208 1%t Avenue NW

Faribault, MN 55021

ATTN: Executive Director

with a copy to: Scott J. Riggs, City Attorney
Kennedy & Graven, Chartered
150 South 5% Street, Suite 700
Minneapolis, MN 55402

or at such other address with respect to either such party as that party may, from time to
time, designate in writing and forward to the other as provided in this section 12.

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

14.  The City and the Borrower acknowledge that nothing contained in this Agreement nor any
act by the City and the Borrower shall be deemed or construed by the parties or by any
third person to create any relationship of third-party beneficiary, principal and agent,
limited or general partner, or joint venture between the City and the Borrower.

15.  This Agreement shall be governed by and construed in accordance with the laws of the
state of Minnesota. Any disputes, controversies, or claims arising out of this Agreement
shall be heard in the state or federal courts of Minnesota, and all parties to this Agreement
waive any objection to the jurisdiction of these courts, whether based on convenience or
otherwise.

16.  The performance or observance of any promise or condition set forth in this Agreement
may be waived, amended, or modified only by a writing signed by both parties. No delay
in the exercise of any power, right, or remedy operates as a waiver thereof, nor shall any
single or partial exercise of any other power, right, or remedy.

17.  This Agreement may be modified solely through written amendments hereto executed by
both the Borrower and the City.

18. The Borrower shall not assign, subcontract, transfer, or pledge this Agreement whether in
whole or in part, without the prior written consent of the City. The Borrower may sell,
assign or transfer interest in the Property to a third party with notice to, and with the City’s
consent, which consent shall not be unreasonably withheld or conditioned.

19.  Wherever possible, each provision of this Agreement and each related document shall be
interpreted so that it is valid under applicable law. If any provision of this Agreement or
any related document is to any extent found invalid by a court or other governmental entity
of competent jurisdiction, that provision shall be ineffective only to the extent of such
invalidity, without invalidating the remainder of such provision or the remaining provisions
of this Agreement or any other related document.

DOCSOPEN\FA105\469\935058.v7-2/23/24 5
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20.  This Agreement, together with the Exhibits hereto, which are expressly incorporated by
reference, constitutes the complete and exclusive statement of all mutual understandings
between the parties with respect to this Agreement, superseding all prior or
contemporaneous proposals, communications, and understandings, whether oral or written,
pertaining to the subject matter of this Agreement or concerning the Funds.

21.  This Agreement shall be recorded among the land records of Rice County, Minnesota. The
provisions of this Agreement shall run with the Property and be binding upon the Borrower
and its assigns or successors in interest.

22.  The Borrower warrants that all work performed pursuant to this Agreement shall be in
compliance with existing laws, codes, ordinances, pertinent regulations, standards, and
specifications. This Agreement does not act as a substitute for any permits or approvals
that are otherwise required by the Borrower in order to complete any of the Improvements.

23.  Each of the undersigned parties warrants it has the full authority to execute this Agreement.

24.  Borrower represents and warrants that no person or business will be displaced or otherwise
entitled to relocation benefits as a result of the acquisition, sale, rehabilitation or
redevelopment of the Property, and that there are no tenants or other persons or businesses
in possession of the Property other than Borrower, or that have been disclosed by Borrower.
The Borrower represents and warrants that no relocation benefits are applicable to the
Property. Borrower acknowledges that, absent these representations and warranties being
made by Borrower to the City in this Agreement, the City would not provide funds pursuant
to the Policy and this Agreement to the Borrower to rehabilitate or redevelop the Property.
Borrower agrees to defend and indemnify the City against any claims made by any third
parties for relocation benefits or services.

25. Loan Requirements.

(a) Five Year Requirement. The Borrower covenants and agrees with the City
that if the Property is sold, transferred or otherwise conveyed, voluntarily or involuntarily,
either while the Borrower is living or by reason of the death of the Borrower, within a
period of five (5) years after the date of this Agreement, the Borrower or its heirs,
executors, or representatives, as the case may be, shall repay to the City a sum equal to the
full amount of the Loan.

Any such repayment shall be made to the City no later than the 30th day following such
sale, transfer or other conveyance, or on such later date or dates as the City, in its sole
discretion, may designate.

(b) One Year Requirement. The Borrower further covenants and agrees with
the City that if the improvements described in the application for this Agreement are not
completed within one year of the date of this Agreement, the Borrower shall immediately
repay to the City a sum equal to the full amount of the Loan. This one-year deadline may

DOCSOPEN\FA105\469\935058.v7-2/23/24 6
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be extended, if in writing and agreed-upon by the City, for unforeseeable weather-related
delays, changes in contractors for non-performance, or other natural disasters.

26.  The City acknowledges the existence of previous loan agreements (the "Existing Loan
Agreements") with the EDA and HRA regarding the Property that contain a term
preventing any additional funds to be provided to the Borrower by the
City. Notwithstanding such term in the Existing Loan Agreements, the City desires to
provide additional funds to the Borrower.

217. Phase I Completion. The loan contemplated by this Agreement shall only be issued by
the City to the Borrower upon the complete close-out of the Phase I development
contemplated by the Existing Loan Agreements for the EDA and HRA. Such close-out
requirements shall be determined by the City and in the City’s sole discretion consistent
with the terms and conditions of the Existing Loan Agreements.

[Signature pages to follow]

DOCSOPEN\FA105\469\935058.v7-2/23/24 7
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IN WITNESS WHEREOF, the Borrower, having signed this Agreement, and the City
having duly approved this Agreement on the day and year first written above and pursuant to such
approval and the proper City officials having signed this Agreement, the parties hereto agree to be
bound by the provisions herein set forth.

THE BORROWER:

Dated: February 2024 FARIBO DOWNTOWN CENTRAL LLC

By:

Brett Reese
Its:  Chief Manager

STATE OF MINNESOTA )

) ss.
COUNTY OF RICE )
The foregoing instrument was acknowledged before me this day of February, 2024,

by Brett Reese, the Chief Manager of Faribo Downtown Central LLC, a Minnesota limited liability
company, by and on behalf of said company.

Notary Public

DOCSOPEN\FA105\469\935058.v7-2/23/24 8
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ECONOMIC DEVELOPMENT AUTHORITY
OF FARIBAULT
Dated: February ,2024. By:
Rodney Gramse
Its: Chair
By:
A.J. Smith
Its:  Vice Chair/Secretary Treasurer
STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

On this  day of February, 2024, before me personally appeared Rodney Gramse and
A.J. Smith, the Chair and Vice Chair/Secretary Treasurer, respectively, of the Economic
Development Authority of Faribault, a public body corporate and politic under the laws of
Minnesota, on behalf of said authority.

Notary Public
CITY OF FARIBAULT:
Dated: February ,2024. By:
Kevin F. Voracek
Its: Mayor
By:

Timothy C. Murray
Its:  City Administrator
STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

On this __ day of February, 2024, before me personally appeared Kevin F. Voracek and
Timothy C. Murray, the Mayor and City Administrator, respectively, of the City of Faribault, a
Minnesota municipal corporation, on behalf of said corporation.

Notary Public
THIS DOCUMENT DRAFTED BY:
Kennedy & Graven, Chartered (SJR)
700 Fifth Street Towers
150 South Fifth Street

DOCSOPEN\FA105\469\935058.v7-2/23/24 9
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Minneapolis, MN 55402
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EXHIBIT A TO LOAN AGEEMENT

LEGAL DESCRIPTION OF THE PROPERTY

The land to which this Agreement applies is legally described as follows:

PID No.
PID No.
PID No.
PID No.
PID No.
PID No.

PID No.
PID No.
PID No.
PID No.

18.31.1.26.320
18.31.1.26.319
18.31.1.26.318
18.31.1.26.317
18.31.1.26.316
18.31.1.26.302

18.31.1.26.300
18.31.1.26.299
18.31.1.26.294
18.31.1.26.471

DOCSOPEN\FA105\469\935058.v7-2/23/24
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EXHIBIT B TO LOAN AGREEMENT
PROMISSORY NOTE
$500,000.00 Date: February  , 2024

[Interest rate: two (2) percent above current bond interest rates]

Faribo Downtown Central LLC, a Minnesota limited liability company (‘“Maker”), for value
received, hereby promises to pay to the Economic Development Authority of Faribault, a public body
corporate and politic under the laws of Minnesota (the “City”), a public body corporate and politic
under the laws of Minnesota, or its assigns (referred to herein as "Holder"), at its designated principal
office or such other place as the Holder may designate in writing, the principal sum of Five Hundred
Thousand and No/100 Dollars ($500,000.00) or so much thereof as may be advanced under this Note,
with interest of [two (2) percent above current bond interest rates] thereon, in any coin or currency
that at the time or times of payment is legal tender for the payment of private debts in the United
States of America. The principal of and interest on this Note is payable in installments due as follows:

1. The entire unpaid balance of principal shall be due and payable upon the earlier of the
following: (i) thirty (30) days after written notification by Holder to Maker of the occurrence of any
default or non-compliance with any provision or requirement of the Loan Agreement (following
notice and passing of all applicable notice and cure provisions), dated February  , 2024, between
the Maker and Holder (the “Agreement”); or (ii) ten (10) days after the Maker makes or allows to be
made any total or partial transfer, sale, assignment, conveyance or transfer in any other mode, of the
Property (as such term is defined in the Agreement), if such transfer occurs before the issuance of a
Certificate of Occupancy for the Improvements (as defined in the Loan Agreement); unless, such
transfer, sale, assignment, conveyance or transfer in any other mode is expressly allowed under the
Agreement.

Notwithstanding the above paragraph, the unpaid balance of principal and interest or so
much thereof as may be advanced under this Note is payable in installments due as follows:
Repayment of principal and interest must not exceed a term of five (5) years. The Maker must
make monthly principal and interest payments to the Holder per the amortization table included in
Exhibit E, page E-3 and E-4, which allows the Maker to pay interest only - without principal
payments - during the first twelve (12) months of the loan term.

2. This Note is given pursuant to the Agreement between the Maker and Holder. If any
information in the Agreement is found to be invalid for whatever reason, such invalidity shall
constitute an Event of Default hereunder.

3. All of the agreements, conditions, covenants, provisions, and stipulations contained in
the Agreement are hereby made a part of this Note to the same extent and with the same force and
effect as if they were fully set forth herein. It is agreed that time is of the essence of this Note. If an
Event of Default occurs under the Agreement, or any other instrument securing this Note, then the
Holder of this Note may at its right and option, without notice, declare immediately due and payable
the principal balance of this Note, together with reasonable attorneys’ fees and expenses incurred by
the Holder of this Note in collecting or enforcing payment hereof, whether by lawsuit or otherwise,

DOCSOPEN\FA105\469\935058.v7-2/23/24 B-1
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and all other sums due hereunder or any instrument securing this Note. The Maker of this Note agrees
that the Holder of this Note may, without notice to and without affecting the liability of the Maker,
accept additional or substitute security for this Note, or release any security or any party liable for this
Note or extend or renew this Note.

4. The remedies of the Holder of this Note as provided herein, and in the Agreement,
or any other instrument securing this Note shall be cumulative and concurrent and may be pursued
singly, successively, or together, and, at the sole discretion of the Holder of this Note, may be
exercised as often as occasion therefor shall occur; and the failure to exercise any such right or remedy
shall in no event be construed as a waiver or release thereof.

The Holder of this Note shall not be deemed, by any act of omission or commission, to have
waived any of its rights or remedies hereunder unless such waiver is in writing and signed by the
Holder and then only to the extent specifically set forth in the writing. A waiver with reference to one
event shall not be construed as continuing or as a bar to or waiver of any right or remedy as to a
subsequent event. This Note may not be amended, modified, or changed except only by an instrument
in writing signed by the party against whom enforcement of any such amendment, modifications, or
change is sought.

5. If any term of this Note, or the application thereof to any person or circumstances
shall, to any extent, be invalid or unenforceable, the remainder of this Note, or the application of such
term to persons or circumstances other than those to which it is invalid or unenforceable shall not be
affected thereby, and each term of this Note shall be valid and enforceable to the fullest extent
permitted by law.

6. If any Event of Default occurs, and if Holder engages legal counsel or others in
connection with advice to Holder or Holder’s rights and remedies under the Agreement or this Note,
Maker shall pay all reasonable expenses incurred by Holder for such persons, irrespective of whether
any suit or other proceeding has been or is filed or commenced. Any such expenses, costs and charges
shall constitute additional principal, payable upon demand, and subject to this Note.

7. It is intended that this Note is made with reference to and shall be construed as a
Minnesota contract and is governed by the laws thereof. Any disputes, controversies, or claims arising
out of this Note shall be heard in the state or federal courts of Minnesota, and all parties to this Note
waive any objection to the jurisdiction of these courts, whether based on convenience or otherwise.

8. The performance or observance of any promise or condition set forth in this Note may
be waived, amended, or modified only by a writing signed by the Maker and the Holder. No delay in
the exercise of any power, right, or remedy operates as a waiver thereof, nor shall any single or partial
exercise of any other power, right, or remedy.

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

DOCSOPEN\FA105\469\935058.v7-2/23/24 B-2
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IN WITNESS WHEREOF, the Maker has caused this Note to be duly executed as of the
day of February, 2024.
Faribo Downtown Central LLC, a Minnesota limited
liability company
By:
Brett Reese
Its:  Chief Manager
DOCSOPEN\FA105\469\935058.v7-2/23/24 B-3
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EXHIBIT C TO LOAN AGREEMENT
MORTGAGE
THIS MORTGAGE, made this day of February, 2024, by Faribo Downtown Central LLC,

a Minnesota limited liability company, with its principal place of business located at 3305
Highway 60 West, Faribault, MN 55021 (“Mortgagor”), to the Economic Development Authority of
Faribault, a public body corporate and politic under the laws of Minnesota, located at 208 1% Avenue
NW, Faribault, MN 55021 (“Mortgagee”).

WITNESSETH: That said Mortgagor hereby mortgages and conveys to said Mortgagee
the following described premises located at:

PID No. 18.31.1.26.320

PID No. 18.31.1.26.319

PID No. 18.31.1.26.318

PID No. 18.31.1.26.317

PID No. 18.31.1.26.316

PID No. 18.31.1.26.302 (addresses associated with building also include
12 3rd Street NE, 14 3rd Street NE, 16 3 Street NE,
303 Central, 305 Central)

PID No. 18.31.1.26.300

PID No. 18.31.1.26.299

PID No. 18.31.1.26.294

PID No. 18.31.1.26.471

Faribault, Minnesota, Rice County Minnesota (the “Property”), and legally described in
Exhibit A attached hereto and made a part hereof.

This Mortgage is given in consideration of and as security for the payment of Five Hundred
Thousand and No/100 Dollars ($500,000.00) (the “Loan”), receipt of which is hereby
acknowledged and which is made to enable the Mortgagor to make improvements to the Property.
The Loan is evidenced by a Promissory Note (the “Note”), attached hereto as Exhibit B, and
repayment of the Loan shall be in accordance with the terms of the Note.

Mortgagor makes and includes in this Mortgage the statutory covenants and other
provisions set forth in Minnesota Statutes Section 507.15, including the following:

a. To warrant title to the Property;

b. To pay all other mortgages, liens, charges or encumbrances against the Property as
and when they become due;

c. To pay the indebtedness of the Note as herein provided;

DOCSOPEN\FA105\469\935058.v7-2/23/24 C-1
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d. To pay all real estate taxes on the Property;
e. To keep the Property in repair and not commit waste; and
f. To keep the Property insured against loss by fire and other hazards for at least the

sum of the full insurable value of the Property for the protection for the Mortgagee.

If the Mortgagor herein shall pay the Mortgagee herein, its successors or assigns, the sum
of Five Hundred Thousand and No/100 Dollars ($500,000.00) when it becomes due according to
the terms of the above-mentioned Note, then this Mortgage shall be null and void, otherwise to
remain in full force and effect. But if default shall be made in payment of said sum when due or
in any of the covenants or agreements contained herein, then the Mortgagee may declare
immediately due and payable the entire unpaid principal balance, and the Mortgagee, its successors
or assigns, are hereby authorized and empowered to foreclose this Mortgage by action or
advertisement, pursuant to the statutes of the State of Minnesota in such case made and provided,
power being expressly granted to sell the Property at public auction and convey the same to the
purchaser in fee simple and, out of the proceeds arising from such sale, to pay the principal of the
Note with interest, if any, together with all legal costs and charges of such foreclosure and the
maximum attorneys’ fees permitted by law.

Mortgagee prior to acceleration shall mail notice to Mortgagor specifying: (1) the event of
default; (2) the action required to cure such event; (3) the date, not less than 30 days from the date
the notice is mailed to Mortgagor, by which date such default must be cured; and (4) that failure
to cure such default on or before the date specified in the notice may result in acceleration of the
sums secured by this Mortgage and sale of the Property. The notice shall further inform Mortgagor
of the right to reinstate after acceleration and the right to bring a court action to assert the
nonexistence of a default or any other defense of Mortgagor to acceleration and sale. If the default
is not cured on or before the date specified in the notice (subject to the cure rights set forth below),
Mortgagee at Mortgagee’s option, may declare all of the sums secured by this Mortgage to be
immediately due and payable without further demand and may invoke the power of sale hereby
granted and any other remedy permitted by applicable law. Any one of the following events shall
constitute and Event of Default:

1. Mortgagor fails to pay any amounts due under the Note when said payment
is due, and such default shall continue for ten (10) days after notice from the City; and

11. Mortgagor violates or fails to perform any of the other terms, covenants or
conditions of this Mortgage and such default shall continue for thirty (30) days after notice
from the Mortgagee, unless such default cannot be cured in the exercise of reasonable
diligence within said thirty (30) day period, in which event Mortgagor shall be allowed
such additional time as is needed to cure such default with all due diligence.

Notwithstanding Mortgagee’s acceleration of the sums secured by this Mortgage,
Mortgagor shall have the right to have any proceedings begun by Mortgagee to enforce this
Mortgage discontinued at any time prior to the earlier of (i) sale of the Property pursuant to the
power of sale contained in this Mortgage or (ii) a judgment enforcing this Mortgage, if: (a)

DOCSOPEN\FA105\469\935058.v7-2/23/24 C-2
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Mortgagor pays Mortgagee all sums constituting the default actually existing under this Mortgage
and the Note at the commencement of foreclosure proceedings under this Mortgage; (b) Mortgagor
cures all breaches of any other covenants or agreements of Mortgagor contained in this Mortgage;
(c) Mortgagor pays all reasonable expenses incurred by Mortgagee in enforcing the covenants and
agreements of Mortgagor contained in this Mortgage and in enforcing Mortgagee’s remedies as
provided herein, including, but not limited to, reasonable attorneys’ fees, and (d) Mortgagor takes
such action as Mortgagee may reasonably require to assure that the lien of this Mortgage,
Mortgagee’s interest in the Property and Mortgagor’s obligation to pay the sums secured by this
Mortgage shall continue unimpaired. Upon such payment and cure by Mortgagor, this Mortgage
and the obligations secured hereby shall remain in full force and effect as if no acceleration had
occurred.

MORTGAGOR HEREBY: EXPRESSLY CONSENTS TO THE FORECLOSURE AND
SALE OF THE MORTGAGED PROPERTY BY ACTION PURSUANT TO MINNESOTA
STATUTES CHAPTER 581 OR, AT OPTION OF MORTGAGEE, BY ADVERTISEMENT
PURSUANT TO MINNESOTA STATUTES CHAPTER 580, WHICH PROVIDES FOR SALE
AFTER SERVICE OF NOTICE THEREOF UPON THE OCCUPANT OF THE MORTGAGED
PROPERTY AND PUBLICATION OF SAID NOTICE FOR SIX WEEKS IN THE COUNTY IN
MINNESOTA WHERE THE MORTGAGED PROPERTY IS SITUATED AND
ACKNOWLEDGES THAT SERVICE NEED NOT BE MADE UPON MORTGAGOR
PERSONALLY UNLESS MORTGAGOR IS AN OCCUPANT AND THAT NO HEARING OF
ANY TYPE IS REQUIRED IN CONNECTION WITH THE SALE AND EXCEPT AS MAY BE
PROVIDED IN SAID STATUTES, EXPRESSLY WAIVES ANY AND ALL RIGHT TO PRIOR
NOTICE OF SALE OF THE MORTGAGED PROPERTY.

This Mortgage and the Note shall be construed according to the laws of the State of
Minnesota. In the event that any provision or clause of this Mortgage or the Note conflicts with

applicable law, such conflict shall not affect other provisions of this Mortgage or the Note which
can be given effect without the conflicting provision.

(Signatures Appear on Next Page)
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IN WITNESS WHEREOQF, the Mortgagor has caused this Mortgage to be duly executed
as of the day and year first above written.

MORTGAGOR:

Dated: February ,2024. FARIBO DOWNTOWN CENTRAL LLC

By:

Brett Reese
Its:  Chief Manager

STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

The foregoing instrument was acknowledged before me this day of February 2024, by
Brett Reese, the Chief Manager of Faribo Downtown Central LLC, a Minnesota limited liability
company, by and on behalf of said company.

Notary Public

This document drafted by:

Kennedy & Graven, Chartered (SJR)
700 Fifth Street Towers

150 South Fifth Street

Minneapolis, MN 55402
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PID No.
PID No.
PID No.
PID No.
PID No.
PID No.

PID No.
PID No.
PID No.
PID No.

EXHIBIT A TO MORTGAGE

PROPERTY LEGAL DESCRIPTION

18.31.1.26.320
18.31.1.26.319
18.31.1.26.318
18.31.1.26.317
18.31.1.26.316
18.31.1.26.302

18.31.1.26.300
18.31.1.26.299
18.31.1.26.294
18.31.1.26.471
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12 3rd Street NE, 14 3rd Street NE, 16 3 Street NE,

303 Central, 305 Central)
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EXHIBIT B TO MORTGAGE

EXECUTED PROMISSORY NOTE
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EXHIBIT D TO LOAN AGREEMENT

GUARANTY AGREEMENT

This Guaranty Agreement (the “Guaranty” or “Guaranty Agreement”) is made and entered
into this day of February, 2024, by Brett Reese (the "Guarantor") for the benefit of the
Economic Development Authority of Faribault, a public body corporate and politic under the laws of
Minnesota ("Lender").

WITNESSETH:

WHEREAS, pursuant to the loan agreement of even date herewith between Borrower and
Lender (the “Loan Agreement”), Faribo Downtown Central LLC, a Minnesota limited liability
company (the "Borrower") proposes to borrow the sum of $500,000.00 from Lender in order to
make certain upgrades and improvements on the property within the City of Faribault, Minnesota,
legally described as set forth in the attached Exhibit A to this Guaranty, which is incorporated by
reference and included in this Guaranty as if fully set forth herein; and

WHEREAS, Borrower has agreed to repay to Lender $500,000.00 together with interest
thereon at the rate, if any, and within the time stated in Borrower’s promissory note of even date
herewith (“Note”); and

WHEREAS, to secure payment of the Note, Lender has required, and the Guarantor has
agreed to provide, a guaranty of the indebtedness above described between Borrower and Lender;
and

WHEREAS, the Guarantor will receive a direct financial benefit from the loan to Borrower
by Lender pursuant to the Note.

NOW, THEREFORE, to induce Lender to make the loan to Borrower, Guarantor hereby
covenants and agrees with Lender, for the benefit of all who at any time become holders of the
Note, as follows:

Section 1.1. The Guarantor hereby unconditionally guarantees to Lender for the benefit of
the Holder (as defined in the Note) from time to time of the Note: (a) the full and prompt payment
of the principal of the Note when and as the same shall become due, whether at the stated maturity
thereof, by acceleration or otherwise; (b) the full and prompt payment of any interest, if any, on
the Note when and as the same shall become due; and (c) any other amounts due Lender under the
Loan Agreement and the Note. All payments shall be paid in lawful money of the United States
of America. Each and every default in payment of the principal of or interest on the Note shall
give rise to a separate cause of action hereunder, and separate suits may be brought hereunder as
each cause of action arises.

Section 1.2. The obligations of Guarantor under this Guaranty shall be absolute and
unconditional and shall remain in full force and effect until the entire principal of and interest on
D-1
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the Note shall have been paid or forgiven as provided for in the Note and Loan Agreement, and
such obligations shall not be affected, modified or impaired upon the happening from time to time
of any event, including, without limitation, any of the following:

a. The compromise, settlement, or release of less than all of the obligations,
covenants or agreements of Borrower under the Loan Agreement and the Note;

b. The failure to give notice to any person of the occurrence of an event of
default under the terms and provisions of this Guaranty or the Note executed by Borrower;

c. The extension of the time for payment of principal of or interest on the Note
or under this Guaranty;

d. Any failure, omission, delay, or lack on the part of Lender to enforce, assert
or exercise any right, power, or remedy conferred on Lender in this Guaranty or other
instruments executed and delivered in connection with the loan contemplated thereby, or
any other act or acts on the part of Lender or any of the holders from time to time of the
Note;

e. The default or failure of Guarantor to perform any of the obligations set
forth in this Guaranty.

Section 1.3. No set-off, counterclaim, reduction, or diminution of any obligation, or any
defense of any kind or nature that Borrower has or may have against Lender shall be available
hereunder to Guarantor against Lender.

Section 1.4. In the event of a default in the payment of principal of the Note when and as
the same shall become due, whether at the stated maturity thereof, by acceleration or otherwise, or
in the event of a default in the payment of any interest on the Note when and as the same shall
become due, or upon the occurrence and continuance of any Event of Default under the Loan
Agreement, Lender may proceed hereunder, and Lender, in its sole discretion, shall have the right
to proceed first and directly against Guarantor for the full amount due without proceeding against
or exhausting any other remedies it may have as to Borrower.

Section 1.5. Guarantor hereby expressly waives notice from Lender or the holders from
time to time of the Note of acceptance of or any reliance upon this Guaranty. Guarantor agrees to
pay all the costs, expenses, and fees, including attorneys fees, which may be incurred by Lender
in enforcing or attempting to enforce this Guaranty whether the same shall be enforced by suit or
otherwise.

Section 1.6. This Guaranty is entered into by Guarantor with Lender for the benefit of
Lender and the holders from time to time of the Note, all of whom shall be entitled to enforce
performance and observance of this Guaranty.

Section 1.7. Guarantor is duly authorized and empowered to execute, deliver, and perform
this Guaranty.
D-2
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Section 1.8. The performance or observance of any promise or condition set forth in this
Guaranty may be waived, amended, or modified only by a writing signed by Guarantor and Lender.
No delay in the exercise of any power, right, or remedy operates as a waiver thereof, nor shall any
single or partial exercise of any other power, right, or remedy.

Section 1.9. This Guaranty is made and shall be governed in all respects by the laws of the
state of Minnesota. Any disputes, controversies, or claims arising out of this Guaranty shall be
heard in the state or federal courts of Minnesota, and all parties to this Guaranty waive any
objection to the jurisdiction of these courts, whether based on convenience or otherwise.

Section 1.10. If any provision or application of this Guaranty is held unlawful or
unenforceable in any respect, such illegality or unenforceability shall not affect other provisions
or applications that can be given effect, and this Guaranty shall be construed as if the unlawful or
unenforceable provision or application had never been contained herein or prescribed hereby.

Section 1.11. All notices required hereunder shall be given by depositing in the U.S. mail,
postage prepaid, certified mail, return receipt requested, to the following addresses (or such other
addresses as either party may notify the other):

To Lender: Economic Development Authority
of Faribault
208 1% Avenue NW
Faribault, MN 55021
ATTN: Executive Director

City of Faribault

208 NW 15t Avenue
Faribault, MN 55021
Attn: City Administrator

To Guarantor: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault, MN 55021
Attn: Brett Reese

Section 1.12. This Guaranty constitutes the complete and exclusive statement of all mutual
understandings between the parties with respect to this Guaranty, superseding all prior or
contemporaneous proposals, communications, and understandings, whether oral or written,
concerning the Guaranty. Nothing contained herein shall effect or impair Lender’s rights under
the Loan Agreement, or the Note.
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Section 1.13. Brett Reese hereby acknowledges and agrees that he is liable for each and
every obligation of the Borrower set forth in the Note and that such liability shall survive death,
divorce, and any other event and shall be binding on his respective estate.

IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be executed as of the date first
above written.

Brett Reese

D-4
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EXHIBIT A TO GUARANTY AGREEMENT

LEGAL DESCRIPTION

That property located within the city of Faribault, Rice County, Minnesota and legally described as

follows:

PID No.
PID No.
PID No.
PID No.
PID No.
PID No.

PID No.
PID No.
PID No.
PID No.

18.31.1.26.320
18.31.1.26.319
18.31.1.26.318
18.31.1.26.317
18.31.1.26.316
18.31.1.26.302

18.31.1.26.300
18.31.1.26.299
18.31.1.26.294
18.31.1.26.471
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EXHIBIT E

CITY RESOLUTION 2023-232

State of Minnesota
County of Rice

CITY OF FARIBAULT

RESOLUTION #2023-232

AUTHORIZE THE TRANSFER OF $500,000 FROM THE CITY's GENERAL FUND TO
THE FarisauLT EDA 10O ADMINISTER A SPECIAL COMMERCIAL REHABILITATION

LoanN FOR FARIBO DOWNTOWN CENTRAL LLC

WHEREAS, Faribo Downtown Central LLC requested a $500,000 loan from
the City to assist with the rehabilitation of its downtown commercial buildings;

and

WHEREAS, the City Council held a work session on November 21, 2023, and
indicated it would be willing to transfer $500,000 to the Faribault Economic
Development Authority to administer a special commercial rehabilitation loan
on behalf of the City for Faribo Downtown Central LLC.

NOW, THEREFORE BE IT RESOLVED by the Faribault City Council as
follows:

1. The recitals set forth above are incorporated into this Resolution.

2. The City Council (the "City") directs the City Finance Director to transfer
4$500,000 from the City's General Fund (101) to the Faribault Economic
Development Authority (the "EDA") to administer a special commercial
rehabilitation loan on behalf of the City for Faribo Downtown Central
LLC (the "Borrower”").

3. The City requests that the EDA prepare and administer loan documents
(the "Loan") for execution between the Borrower and the EDA on behalf
of the City.

The terms of the Loan must be consistent with the EDA's standard loan
documents and the following:

4,

A,
B.
C.

D.

The Loan period must not exceed five (5) years.

The principal amount of the Loan must not exceed $500,000.
The Loan's interest rate must be two (2) percent above current
bond interest rates.

The Borrower must make monthly principal and interest
payments to the EDA per the Amaortization Table included in
Exhibit A of this resolution, which allows the Borrower to pay
interest - without principal payments - during the first 12 months
of the loan period.

. The EDA must transfer the Borrower's monthly principal

payments and 50 percent of the Borrower’s interest payments to
the City's General Fund. The EDA may retain 50 percent of the

1
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Borrower’s interest payments.

F. The Borrower must provide the EDA with a detailed list of how it
will use the Loan for approval by the EDA, and shall provide
documentation as to the completion of all work for which the Loan

was utilized.

G. The Borrower can only use the Loan on those properties/building
owned by the Borrower from the original portfolio of buildings
presented to the EDA in 2022 as follows:

PARCEL ID

18.31.1.26.293
18.31.1.26.294
18.31.1.26.299
18.31.1.26.300
18.31.1.26.302
18.31.1.26.31¢6
18.31.1.26.317
18.31.1.26.319
18.31.1.26.320
18.31.1.26.471

Pl Pud T

ADDRESS

MN/A

329 Central Ave.

313 Central Ave.

311 Central Ave.

301/303/305 Central Ave. & 12/14 3rd 5t. NE
229 Central Ave.

227 Central Ave.

221/223 Central Ave.

219 Central Ave.

114/116 Central Ave.

5. The Mayor and the City Administrator are authorized and directed to
execute and deliver any additional agreements, certificates or other
documents that the City determines are necessary to implement this

Resolution.

&. The City Council directs City staff to take any appropriate action and to
prepare any appropriate documents to facilitate the directives of the City
Council as set forth in this Resolution.

7. The Mayor, City staff, City attormey and City consultants are hereby
authorized and directed to take any and all additional steps and actions
necessary or convenient in order to accomplish the intent of this

Resolution.

Date Adopted: November 28, 2023.

ATTEST:

Faribault City Council

Kevin F. Voracek, Mayor

Timothy C. Murray, City Administrator

DOCSOPEN'FA2TSE1@IT630.02-11/22/23
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EXHIBIT A TO RESOLUTION 2023-232

Amortization Table

General Fund (101) to EDATO FDC

[E I SR

1o

Loan arnoust
Annual interest rate
Loan period in years

Start date of loan

Monthly payrmest
Humber of payments
Total imderest

Tatal cost of loan

1500, 00000
.00

12/26,/2022

11,5302

1]

1109 700.76

S609 00 TE

Peyment Date Beginming Balsnoe

1716/ 1814

27260034

420 T4
S/I6/ 0004
626/ 034
Frra-tra-ra
4201004
9204
T35 Mo
11725 M4
12/2% 04
LB Iaz]
27265015
37267025
420 101
128973
B/2E 0015
FAE NS
8,/25/ 2025
92697}
16 30T
11,/ 2035
12785 102
1280808
27065 V006
36/ 0TE
426/ D06

£503 D03 80
£500 000,00
§503 00040
500,000,900
§503 D00 &0
500 000,20
§502 000,20
I500.000.00
300 000 00
5500 000,80
5530 000,20
SF¥ 000,00
5330 000 o0
450 D43 5%
SR 93426
SHTLOTI.84
193390
£454 155 3%
444 55T €5
BHI5 A3L5E
e on T
4l E553 4%
ST 02072
§337 421.9%
38T TGS
S3ITE OS5 08
E3ER 23210
5358 #5342
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£,
E2;
o
§E,
{74
k2,
3.8
ok
B,
F2;
R
.
511,
Bl
ki
i1
I
Ell
Ell
L]
511,
£,
Ell
Bl
il
Ell
Ell
0]

yrneml

BEET
MEET
HEET
51507
BEET
MEET
FEET
51547
Finer
DEET
FEET
%aT7
L B
87312

E rr iy
A1z

griz

A7313
o732
87312

ariz
87311

o730z
&73.12
57112
FrERH
07312
R R E

A-1

E-3

$0.00
$0.00
$0.00
$n.00
$0.00
$0.00
0.0
$0.00
1000
$0.00
$0.00
$0.00
[T LE ]
£9,1 00 28
315242
§az15.07
$3,289.09
£9,52% 30
£9,378.00
$9,432.79
fa,887.82
£9,543 16
b0,E03.83
}9,654.83
$3.711.15
£9, 767 70
£9,824.77
$3,882 .08

12,016 57
t2,01657
42 31557
12,9667
12 R1E 57
#2,016.57
$2,91667
42,916.67
11,9607
12,018 87
42 31557
42,916.67
iz @n07
12,863 84
$2,810.70
42,75725
17,703 43
12,640.42
42,505.03
$2,54033
17,36350
12,420 95
#2,374.20
4231823
42,261 a7
12,205 33
1218835
42,051 04

540,000 00
1500,00000
1500,00000
1300,00000
1500,000 00
1560,00000
1500,00000
1300,00000
300,000 00
1500,000.00
500,00 00
1500,000.00
1450,343 33
1451 B34 25
4472571 B4
1461,455 53
1434,1 58 13
14is BRI ES
1435 4B45S
426,051 77
1418,383 53
1407 050 TR
1347421 05
1387,75713
1178,055 58
136 2EE 1D
1358453 42
1348581 34
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Baginning Balanss
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EXHIBIT F

BUSINESS SUBSIDY AGREEMENT

Business Subsidy Agreement. The provisions of this Exhibit E constitute the “business subsidy
agreement” for the purposes of the Business Subsidy Act.

(@) General Terms. The parties agree and represent to each other as follows:

(1) The subsidies provided to the Developer pursuant to this Agreement consist of the
principal amount of the Special Commercial Rehabilitation Loan Agreement and the Loan Agreement
set forth in this Agreement. This business subsidy agreement shall apply to all the subsidies set forth
in this Agreement.

2) The public purposes of the subsidy are to facilitate the Project, to facilitate the
renovation of existing improvements and construction of additional improvements, to preserve tax
base, and to retain employment in the City.

(3) The goals for the subsidy are (i) to secure development of the Project on the Property;
(i1) to maintain such improvements for at least five years as described in clause (6) below.

4) If the goals described in clause (3) are not met, the Developer must make the payments
to the City described in Section (c) of this Section.

(5) The subsidy is needed to induce Developer to rehabilitate the Property, and to make the
cost of the Project financially feasible.

(6) The Developer must continue operation of the Project as a “Qualified Facility” for at
least five years after the Benefit Date (defined hereinafter), subject to the continuing obligation
described in the Agreement. For the purposes of this Section, the term Qualified Facility means a
commercial and residential facility. The improvements will be a Qualified Facility as long as the
Facility is operated by Developer or a tenant for the aforementioned qualified uses. During any period
when the Facility is vacant and not operated for the aforementioned qualified uses, the Facility will not
constitute a Qualified Facility.

(7) The Developer is a limited liability company under the laws of the State of Minnesota
and is in good standing and has no parent corporation.

(8) The Developer expects to receive financial assistance from the following “grantors”
as defined in the Business Subsidy Act, in connection with the Development Property or the Project:

(a) a forgivable loan from the Economic Development Authority of the City of Faribault,
Minnesota of up to $250,000.00.

(b) a forgivable loan from the Housing and Redevelopment Authority of Faribault,
Minnesota of up to $250,000.00.

DOCSOPEN\FA105\469\935058.v7-2/23/24 F-1
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(¢) a loan from the City of Faribault, Minnesota of up to $500,000.00.

(b) Job and Wage Goals. The creation or retention is determined to not be a goal of the Project,
thus the job and wage goals are set to zero.

(c) Remedies. 1f the Developer fails to meet the goals described in Section (a)(3), the Developer
shall repay to the City, respectively, upon written demand from the City, a “pro rata share” of the principal
amount of the respective subsidies previously received, together with interest based on the rate set forth in
Section 116]J.994, subd. 6 of the Business Subsidy Act, accrued from the date of the default to the date of
payment and the outstanding principal amount of their respective subsidies (i.e. the remaining amount to be
paid to Developer pursuant to this Agreement) shall be reduced by the “pro rata share.” The term “pro rata
share” means a percentage calculated as follows:

(1) if the failure relates to the number of jobs, the jobs required less the jobs retained,
divided by the jobs required,

(i1) if the failure relates to wages, the number of jobs required less the number of jobs
that meet the minimum wages, divided by the number of jobs required;

(i)  if the failure relates to maintenance of the Project in accordance with Section (a)(6),
60 less the number of months of operation as a commercial and residential facility, commencing on
the Benefit Date and ending with the date the facility ceases operation as reasonably determined by
City staff, divided by 60; and

(iv)  if more than one of clauses (i) through (iii) apply, the sum of the applicable
percentages of clauses (ii) and (iii), not to exceed 100%.

Notwithstanding anything to the contrary in the Agreement, the remedies in this Section are the City’s
sole remedies for failure to meet the goals set forth in this Section. In addition to the remedy described in this
Section for failure to meet the goals stated in Section (a)(3), the Developer agrees and understands that it may
not receive a business subsidy from the City or any grantor (as defined in the Business Subsidy Act) for a
period of five years from the date of the failure or until the Developer satisfies its repayment obligation under
this Section, whichever occurs first.

(d) Reports. The Developer must submit to the City, a written report regarding business subsidy
goals and results by no later than March 1 of each year, commencing March 1, 2021, and continuing until the
later of (i) the date the goals stated Section (a)(3) are met; (ii) 30 days after expiration of the period described
in Section (a)(6); or (ii1) if the goals are not met, the date the subsidy is repaid in accordance with Section
(c). The report must comply with Section 116J.994, subdivision 7 of the Business Subsidy Act. The City will
provide information to the Developer regarding the required forms. If the Developer fails to timely file any
report required under this Section, the City will mail the Developer a warning within one week after the required
filing date. If, after 14 days of the postmarked date of the warning, the Developer fails to provide a report, the
Developer must pay to the City a penalty of $100.00 for each subsequent day until the report is filed. The
maximum aggregate penalty payable under this Section is $1,000.00 payable to the City.

(e) Audits. Upon written request of the City in any year, Developer shall retain at its expense

DOCSOPEN\FA105\469\935058.v7-2/23/24 F-2

Page 39 of 91



DocuSign Envelope ID: B6D70671-3990-4D8D-81D9-0E784F0F40D4

an independent, third party accountant to audit any job and wage report submitted by Developer under
Section (d). The Developer must deliver to the City a written report from the accountant promptly upon
completion of such audit.
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LOAN AGREEMENT

THIS AGREEMENT (the “Agreement”) is made and entered into this 27th day of
December, 2022, between the Housing and Redevelopment Authority of Faribault, a public body
corporate and politic under the laws of Minnesota (the “City”), and Faribo Downtown Central LLC,
a Minnesota limited liability company (the “Borrower”):

RECITALS
1. The purpose of the City is as follows:

A. Provide a sufficient supply of adequate, safe and sanitary dwellings in order to
protect the health, safety, morals and welfare of the city;

B. Clear and redevelop blighted areas;

C. Provide commercial development opportunities; and

D Redevelop blighted areas in situations in which private enterprise would not act
without governmental participation or subsidies.

2. The Borrower has acquired certain real property legally described on Exhibit A attached
hereto (the “Property”), which is located in Rice County, Minnesota.

3. The Borrower has submitted or is in the process of submitting an updated proposal for
development of the Property (the “Development™).

4. Business assistance is proposed to be granted by the City to Borrower under Minnesota
Statutes, Sections 116J.993 through 116J.995 (the “Business Subsidy Act”), and Minnesota
Statutes, Chapter 469 for the Property pursuant to the requirements of the City Downtown
Revitalization Program (the “Policy™).

5. This Agreement between the Borrower and the City, provides for certain benefits and
business assistance to the Borrower in connection with development of the Property,
including the following assistance: a one-time forgivable loan in the maximum principal
amount of $83,540.00.

(a) During the term of this Agreement, Developer shall:

(i) Submit to the City a design proposal to be reviewed by the City showing
the location, size, and nature of the proposed Development, including
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layouts, renderings, elevations, and other graphic or written explanations of
the Development. The design proposal shall be accompanied by a proposed
schedule for the starting and completion of the Development;

(i) Submit an over-all cost estimate for the design and construction of the
Development;

(iii)  Submit a time schedule for the Development;

(iv)  Undertake and obtain such other preliminary economic feasibility studies,
income and expense projections, and such other economic information as
Developer may desire to further confirm the economic feasibility and
soundness of the Development;

(v) Submit to the City the Developer’s financing plan showing that the
proposed Development is financially feasible;

(vi)  Furnish satisfactory financial data to the City evidencing Developer’s
ability to undertake the Development.

(b) Developer understands that any business assistance sought for the proposed
Development must be obtained as outlined by law.

6. The Borrower has requested financial assistance from the City in the amount of $83,540.00
to assist with the Development at the Property.

7. The City has agreed to lend to the Borrower, upon execution of this Agreement, project
financing for the Development in the maximum principal amount of $83,540.00 (the
“Funds™).

8. The City has reviewed this Agreement and finds that execution of this Agreement by the

City and performance of the City’s obligations hereunder are in the best interests of the
City, and its residents.

9. The parties are authorized and empowered to enter into this Agreement under the laws of
the State of Minnesota.

10. By providing the Funds, the City will not provide additional funding, from any/all other
City programs, for the Property included as part of the Development for five (5) years.

NOW, THEREFORE, in consideration of the mutual covenants and promises hereinafter
set forth, the City and the Borrower agree as follows:

1. The recitals set forth in the preamble to this Agreement and the exhibits attached to this
Agreement are incorporated into this Agreement as if fully set forth herein.

2. The Borrower intends to conduct activity and to make the contemplated improvements to
the Property in accordance with the Development (the “Improvements™). Upon submission
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of the materials to the reasonable satisfaction of the City required for the Development as
set forth particularly in Recital No. 5 above, and as required by the Policy and the
fulfillment of all terms and conditions of this Agreement, the Funds shall be provided as a
$83,540.00 forgivable loan pursuant to the Promissory Note (the “Note”), the form of which
is attached hereto as Exhibit B, a separate mortgage (the “Mortgage™), the form of which
is attached as Exhibit C, and a separate Guaranty Agreement, the form of which is attached
hereto as Exhibit D. The Borrower agrees to execute all such documents at closing.

3. Upon closing, the City agrees to provide the Funds.

4. The business assistance in the form of a forgivable loan are proposed to be granted by the
City to Borrower under Minnesota Statutes, Sections 116J.993 through 116J.995 (the
“Business Subsidy Act”), and Minnesota Statutes, Chapter 469 and pursuant to the
requirements of the Policy.

5. The Borrower agrees to fully comply with all stated requirements, and acknowledges that
all terms, conditions, and requirements are made part of this Agreement.

6. All documents executed shall, as deemed reasonably necessary by the City, be filed with
the County Recorder and/or Registrar of Titles. The City shall maintain a lien on the
Property pursuant to the security instruments required herein.

7. Failure to comply with any term, covenant, condition, or requirement contained in this
Agreement, or a default under any note, mortgage, or other instrument executed in
connection with this Agreement (following the passing of any applicable notice and cure
periods), following thirty (30) days after the City gives written notice specifying the form
of said non-compliance, shall constitute a breach of this Agreement and a default by the
Borrower. The foregoing notwithstanding, if a default requires more than thirty (30) days to
cure, such default shall not constitute an uncured default, provided that the curing of the
default is promptly commenced upon receipt of written notice from the City, and with due
diligence is thereafter continuously prosecuted to completion and is completed in a
reasonable period of time, not to exceed ninety (90) days.

If any default shall occur, following the passing of applicable cure periods, the City may
declare the Funds provided to Borrower to be due and payable in accordance with the terms
of the Note. The City may also pursue remedies available under the terms of any mortgage
or other instrument executed to secure its interests in the Funds or the Property, and other
such remedies as may be available under local, state, or federal laws.

8. The Borrower, for itself and for its successors and/or its assigns, further agrees and
consents to the filing of such security instruments and this Agreement with the government
officials or entities appropriate to protect the interest of the City in the Property.

9. Without limitation of any provision set forth herein, the Borrower agrees to pay to the City

any costs or expenses, including without limitation attorney fees, incurred by the City in
enforcing any provision of this Agreement.
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10.  Except as expressly set forth herein, nothing in this Agreement shall constitute a limitation
or waiver of the City’s right to enforce any ordinance, law, rule, or regulation.

11.  The Borrower shall and does hereby agree to protect, defend, indemnify and hold the City,
including its officers, agents, and employees, harmless of and from any and all liability,
loss, or damage that it may incur under or by reason of this Agreement, and of and from
any and all claims and demands whatsoever that may be asserted against the City by reason
of any alleged obligations or undertakings on the part of the City to perform or discharge
any of the terms, covenants, or agreements contained in this Agreement. This
indemnification and hold harmless provision shall survive the execution, delivery, and
performance of this Agreement and the payment or repayment of any Funds. The Borrower
waives notice of the acceptance of this Agreement by the City. Nothing in this Agreement
shall constitute a waiver or limitation of the City’s immunities or limitations on liability as
set forth in Minnesota Statutes, Chapter 466 or otherwise.

12. A notice, demand, or other communication under this Agreement by either party to the
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

(A)  as to the Borrower: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault, MN 55021
ATTN: Brett Reese and Nort Johnson

(B)  astothe City: Housing and Redevelopment Authority
of the City of Faribault
208 1°' Avenue NW
Faribault, MN 55021
ATTN: David Wanberg

with a copy to: Scott J. Riggs, City Attorney
Kennedy & Graven, Chartered
150 South 5% Street, Suite 700
Minneapolis, MN 55402

or at such other address with respect to either such party as that party may, from time to
time, designate in writing and forward to the other as provided in this section 12.

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

14.  The City and the Borrower acknowledge that nothing contained in this Agreement nor any
act by the City and the Borrower shall be deemed or construed by the parties or by any
third person to create any relationship of third-party beneficiary, principal and agent,
limited or general partner, or joint venture between the City and the Borrower.

15.  This Agreement shall be governed by and construed in accordance with the laws of the
state of Minnesota. Any disputes, controversies, or claims arising out of this Agreement
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16.

17.

18.

19.

20.

21.

22.

23.

24

shall be heard in the state or federal courts of Minnesota, and all parties to this Agreement waive
any objection to the jurisdiction of these courts, whether based on convenience or otherwise.

The performance or observance of any promise or condition set forth in this Agreement may be
waived, amended, or modified only by a writing signed by both parties. No delay in the exercise
of any power, right, or remedy operates as a waiver thereof, nor shall any single or partial exercise
of any other power, right, or remedy.

This Agreement may be modified solely through written amendments hereto executed by both the
Borrower and the City.

The Borrower shall not assign, subcontract, transfer, or pledge this Agreement whether in whole or
in part, without the prior written consent of the City. The Borrower may sell, assign or transfer
interest in the Property to a third party with notice to, and with the City’s consent, which consent
shall not be unreasonably withheld or conditioned.

Wherever possible, each provision of this Agreement and each related document shall be
interpreted so that it is valid under applicable law. If any provision of this Agreement or any related
document is to any extent found invalid by a court or other governmental entity of competent
jurisdiction, that provision shall be ineffective only to the extent of such invalidity, without
invalidating the remainder of such provision or the remaining provisions of this Agreement or any
other related document.

This Agreement, together with the Exhibits hereto, which are expressly incorporated by reference,
constitutes the complete and exclusive statement of all mutual understandings between the parties
with respect to this Agreement, superseding all prior or contemporaneous proposals,
communications, and understandings, whether oral or written, pertaining to the subject matter of
this Agreement or concerning the Funds.

This Agreement shall be recorded among the land records of Rice County, Minnesota. The
provisions of this Agreement shall run with the Property and be binding upon the Borrower and its
assigns or successors in interest.

The Borrower warrants that all work performed pursuant to this Agreement shall be in compliance
with existing laws, codes, ordinances, pertinent regulations, standards, and specifications. This
Agreement does not act as a substitute for any permits or approvals that are otherwise required by
the Borrower in order to complete any of the Improvements.

Each of the undersigned parties warrants it has the full authority to execute this Agreement.

Borrower represents and warrants that no person or business will be displaced or otherwise entitled
to relocation benefits as a result of the acquisition, sale, rehabilitation or redevelopment of the
Property, and that there are no tenants or other persons or businesses in possession of the Property
other than Borrower, or that have been disclosed by Borrower. The Borrower represents and
warrants that no relocation benefits are applicable to the Property. Borrower acknowledges that,
absent these representations and warranties being made by Borrower to the City in this Agreement,
the City would not provide funds pursuant to the Policy and this Agreement to the Borrower to
rehabilitate or redevelop the Property. Borrower agrees to defend and indemnify the City against
any claims made by any third parties for relocation benefits or services.

[Signature pages to follow|
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IN WITNESS WHEREOF, the Borrower, having signed this Agreement, and the City
having duly approved this Agreement on the day and year first written above and pursuant to such
approval and the proper City officials having signed this Agreement, the parties hereto agree to be
bound by the provisions herein set forth.

THE BORROWER:
Dated: December 27th, 2022. FARIBO DOWNTOWN CENTRAL LLC

BretyReese
[ts: ief Manager

STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

The foregoing instrument was acknowledged before me this 27th day of December, 2022,
by Brett Reese, the Chief Manager of Faribo Downtown Central LLC, a Minnesota limited liability
company, by and on behalf of said company.

KARILYN CASPER
NOTARY PUSBLIC
MINNESOTA

A
Notary

25”7 My Commission Expires 01-31-2025
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Dated: December 27th, 2022.

STATE OF MINNESOTA )

) ss.

COUNTY OF RICE )

CITY:

HOUSING AND REDEVELOPMENT
AUTHORITY OF FARIBAULT

By:

Its:

Its:

/VLNJJ/%/"/

Matthew Speckhals
Chairperson

8'(usA Z\/V'7

Brendan Kennedy
Vice Chairperson

On this 27th day of December 2022, before me personally appeared Matthew Speckhals

and Brendan Kennedy, the Chairperson and Vice Chairperson, respectively, of the Housing and

Redevelopment Authority of Faribault, a public body corporate and politic under the laws of
Minnesota, on behalf of said authorlty

{

KARI LYN CASPER
NOTARY PUBLIC
MINNESOTA

%7 My Commission Expires 01-31-2025

)

This document drafted by:

Kennedy & Graven, Chartered (SJR)

700 Fifth Street Towers
150 South Fifth Street
Minneapolis, MN 55402
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EXHIBIT A TO LOAN AGEEMENT

LEGAL DESCRIPTION OF THE PROPERTY

The land to which this Agreement applies is legally described as follows:

/ Lot 10, Block 46, Original Town (now City) of Faribault, Rice
County, Minnesota.

DOCSOPEN\FA155\89\838684.v7-12/1/22

Page 48 of 91



EXHIBIT B TO LOAN AGREEMENT
PROMISSORY NOTE
$83,540.00 Date: December 27th, 2022

Faribo Downtown Central LLC, a Minnesota limited liability company (“Maker”), for value
received, hereby promises to pay to the Housing and Redevelopment Authority of Faribault, a public
body corporate and politic under the laws of Minnesota, or its assigns (referred to herein as
"Holder"), at its designated principal office or such other place as the Holder may designate in writing,
the principal sum of Eighty-Three Thousand Five Hundred and Forty and No/100 Dollars $83,540.00
or so much thereof as may be advanced under this Note, without interest thereon, in any coin or
currency that at the time or times of payment is legal tender for the payment of private debts in the
United States of America. The principal of and interest on this Note is payable in installments due as
follows:

l. The entire unpaid balance of principal shall be due and payable upon the earlier of the
following: (i) thirty (30) days after written notification by Holder to Maker of the occurrence of any
default or non-compliance with any provision or requirement of the Loan Agreement (following
notice and passing of all applicable notice and cure provisions), dated December 27th, 2022, between
the Maker and Holder (the “Agreement’); or (ii) ten (10) days after the Maker makes or allows to be
made any total or partial transfer, sale, assignment, conveyance or transfer in any other mode, of the
Property (as such term is defined in the Agreement), if such transfer occurs before the issuance of a
Certificate of Occupancy for the Improvements (as defined in the Loan Agreement); unless, such
transfer, sale, assignment, conveyance or transfer in any other mode is expressly allowed under the
Agreement. If the Maker completes the Improvements consistent with the Agreement, and does not
default under the Agreement, no payments shall be payable on this Note and the entire principal
balance shall be forgiven.

2. This Note is given pursuant to the Agreement between the Maker and Holder. If any
information in the Agreement is found to be invalid for whatever reason, such invalidity shall
constitute an Event of Default hereunder.

3. All of the agreements, conditions, covenants, provisions, and stipulations contained in
the Agreement are hereby made a part of this Note to the same extent and with the same force and
effect as if they were fully set forth herein. It is agreed that time is of the essence of this Note. If an
Event of Default occurs under the Agreement, or any other instrument securing this Note, then the
Holder of this Note may at its right and option, without notice, declare immediately due and payable
the principal balance of this Note, together with reasonable attorneys’ fees and expenses incurred by
the Holder of this Note in collecting or enforcing payment hercof, whether by lawsuit or otherwise,
and all other sums due hereunder or any instrument securing this Note. The Maker of this Note agrees
that the Holder of this Note may, without notice to and without affecting the liability of the Maker,
accept additional or substitute security for this Note, or release any security or any party liable for this
Note or extend or renew this Note.

4, The remedies of the Holder of this Note as provided herein, and in the Agreement,
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or any other instrument securing this Note shall be cumulative and concurrent and may be pursued
singly, successively, or together, and, at the sole discretion of the Holder of this Note, may be
exercised as often as occasion therefor shall occur; and the failure to exercise any such right or remedy
shall in no event be construed as a waiver or release thereof.

The Holder of this Note shall not be deemed, by any act of omission or commission, to have
waived any of its rights or remedies hereunder unless such waiver is in writing and signed by the
Holder and then only to the extent specifically set forth in the writing. A waiver with reference to one
event shall not be construed as continuing or as a bar to or waiver of any right or remedy as to a
subsequent event. This Note may not be amended, modified, or changed except only by an instrument
in writing signed by the party against whom enforcement of any such amendment, modifications, or
change is sought.

5. If any term of this Note, or the application thereof to any person or circumstances
shall, to any extent, be invalid or unenforceable, the remainder of this Note, or the application of such
term to persons or circumstances other than those to which it is invalid or unenforceable shall not be
affected thereby, and each term of this Note shall be valid and enforceable to the fullest extent
permitted by law.

6. If any Event of Default occurs, and if Holder engages legal counsel or others in
connection with advice to Holder or Holder’s rights and remedies under the Agreement or this Note,
Maker shall pay all reasonable expenses incurred by Holder for such persons, irrespective of whether
any suit or other proceeding has been or is filed or commenced. Any such expenses, costs and charges
shall constitute additional principal, payable upon demand, and subject to this Note.

7. It is intended that this Note is made with reference to and shall be construed as a
Minnesota contract and is governed by the laws thereof. Any disputes, controversies, or claims arising
out of this Note shall be heard in the state or federal courts of Minnesota, and all parties to this Note
waive any objection to the jurisdiction of these courts, whether based on convenience or otherwise.

8. The performance or observance of any promise or condition set forth in this Note may
be waived, amended, or modified only by a writing signed by the Maker and the Holder. No delay in
the exercise of any power, right, or remedy operates as a waiver thereof, nor shall any single or parttal
exercise of any other power, right, or remedy.

IT IS HEREBY CERTIFIED AND RECITED that all conditions, acts, and things required to
exist, happen, and be performed precedent to or in the issuance of this Note do exist, have happened,
and have been performed in regular and due form as required by law.
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IN WITNESS WHEREOF, the Maker has caused this Note to be duly executed as of the 27th
day of December, 2022.

Faribo Downtown Central LLC, a Minnesota limited

liability company
By: %_.
Brett R€ese 4

Its:  Chtef Manager
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EXHIBIT C TO LOAN AGREEMENT

MORTGAGE

THIS MORTGAGE, made this 27th day of December, 2022, by Faribo Downtown Central LLC, a
Minnesota limited liability company, with its principal place of business located at 3305
Highway 60 West, Faribault, MN 55021 (“Mortgagor™), to the Housing and Redevelopment
Authority of Faribault, a public body corporate and politic under the laws of Minnesota, located at
208 1% Avenue NW, Faribault, MN 55021 (“Mortgagee™).

WITNESSETH: That said Mortgagor hereby mortgages and conveys to said Mortgagee
the following described premises located at:

301 Central Ave - 18.31.1.26.302 (addresses associated with
building also include 12 3rd St NE, 14 3rd Str NE, 303 Central,
305 Central)

Faribault, Minnesota, Rice County Minnesota (the “Property™), and legally described in
Exhibit A attached hereto and made a part hereof.

This Mortgage is given in consideration of and as security for the payment of Eighty-Three
Thousand Five Hundred and Forty and No/100 Dollars ($83.540.00) (the “Loan”), receipt of which
is hereby acknowledged and which is made to enable the Mortgagor to make improvements to the
Property. The Loan is evidenced by a Promissory Note (the “Note”), attached hereto as Exhibit B,
and repayment of the Loan shall be in accordance with the terms of the Note.

Mortgagor makes and includes in this Mortgage the statutory covenants and other
provisions set forth in Minnesota Statutes Section 507.15, including the following:

a. To warrant title to the Property;

b. To pay all other mortgages, liens, charges or encumbrances against the Property as
and when they become due;

C. To pay the indebtedness of the Note as herein provided;

d. To pay all real estate taxes on the Property;

€. To keep the Property in repair and not commit waste; and

f. To keep the Property insured against loss by fire and other hazards for at least the

sum of the full insurable value of the Property for the protection for the Mortgagee.

If the Mortgagor herein shall pay the Mortgagee herein, its successors or assigns, the sum
of Eighty-Three Thousand Five Hundred and Forty and No/100 Dollars ($83,540.00) when it
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becomes due according to the terms of the above-mentioned Note, then this Mortgage shall be null
and void, otherwise to remain in full force and effect. But if default shall be made in payment of
said sum when due or in any of the covenants or agreements contained herein, then the Mortgagee
may declare immediately due and payable the entire unpaid principal balance, and the Mortgagee,
its successors or assigns, are hereby authorized and empowered to foreclose this Mortgage by
action or advertisement, pursuant to the statutes of the State of Minnesota in such case made and
provided, power being expressly granted to sell the Property at public auction and convey the same
to the purchaser in fee simple and, out of the proceeds arising from such sale, to pay the principal
of the Note with interest, if any, together with all legal costs and charges of such foreclosure and
the maximum attorneys’ fees permitted by law.

Mortgagee prior to acceleration shall mail notice to Mortgagor specifying: (1) the event of
default; (2) the action required to cure such event; (3) the date, not less than 30 days from the date
the notice is mailed to Mortgagor, by which date such default must be cured; and (4) that failure
to cure such default on or before the date specified in the notice may result in acceleration of the
sums secured by this Mortgage and sale of the Property. The notice shall further inform Mortgagor
of the right to reinstate after acceleration and the right to bring a court action to assert the
nonexistence of a default or any other defense of Mortgagor to acceleration and sale. If the default
is not cured on or before the date specified in the notice (subject to the cure rights set forth below),
Mortgagee at Mortgagee’s option, may declare all of the sums secured by this Mortgage to be
immediately due and payable without further demand and may invoke the power of sale hereby
granted and any other remedy permitted by applicable law. Any one of the following events shall
constitute and Event of Default:

i. Mortgagor fails to pay any amounts due under the Note when said payment
is due, and such default shall continue for ten (10) days after notice from the City; and

il Mortgagor violates or fails to perform any of the other terms, covenants or
conditions of this Mortgage and such default shall continue for thirty (30) days after notice
from the Mortgagee, unless such default cannot be cured in the exercise of reasonable
diligence within said thirty (30) day period, in which event Mortgagor shall be allowed
such additional time as is needed to cure such default with all due diligence.

Notwithstanding Mortgagee’s acceleration of the sums secured by this Mortgage,
Mortgagor shall have the right to have any proceedings begun by Mortgagee to enforce this
Mortgage discontinued at any time prior to the earlier of (i) sale of the Property pursuant to the
power of sale contained in this Mortgage or (ii) a judgment enforcing this Mortgage, if: (a)
Mortgagor pays Mortgagee all sums constituting the default actually existing under this Mortgage
and the Note at the commencement of foreclosure proceedings under this Mortgage; (b) Mortgagor
cures all breaches of any other covenants or agreements of Mortgagor contained in this Mortgage;
(c) Mortgagor pays all reasonable expenses incurred by Mortgagee in enforcing the covenants and
agreements of Mortgagor contained in this Mortgage and in enforcing Mortgagee’s remedies as
provided herein, including, but not limited to, reasonable attorneys’ fees, and (d) Mortgagor takes
such action as Mortgagee may reasonably require to assure that the lien of this Mortgage,
Mortgagee’s interest in the Property and Mortgagor’s obligation to pay the sums secured by this
Mortgage shall continue unimpaired. Upon such payment and cure by Mortgagor, this Mortgage
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and the obligations secured hereby shall remain in full force and effect as if no acceleration had
occurred.

MORTGAGOR HEREBY: EXPRESSLY CONSENTS TO THE FORECLOSURE AND
SALE OF THE MORTGAGED PROPERTY BY ACTION PURSUANT TO MINNESOTA
STATUTES CHAPTER 581 OR, AT OPTION OF MORTGAGEE, BY ADVERTISEMENT
PURSUANT TO MINNESOTA STATUTES CHAPTER 580, WHICH PROVIDES FOR SALE
AFTER SERVICE OF NOTICE THEREOF UPON THE OCCUPANT OF THE MORTGAGED
PROPERTY AND PUBLICATION OF SAID NOTICE FOR SIX WEEKS IN THE COUNTY IN
MINNESOTA WHERE THE MORTGAGED PROPERTY IS SITUATED AND
ACKNOWLEDGES THAT SERVICE NEED NOT BE MADE UPON MORTGAGOR
PERSONALLY UNLESS MORTGAGOR IS AN OCCUPANT AND THAT NO HEARING OF
ANY TYPE IS REQUIRED IN CONNECTION WITH THE SALE AND EXCEPT AS MAY BE
PROVIDED IN SAID STATUTES, EXPRESSLY WAIVES ANY AND ALL RIGHT TO PRIOR
NOTICE OF SALE OF THE MORTGAGED PROPERTY.

This Mortgage and the Note shall be construed according to the laws of the State of
Minnesota. In the event that any provision or clause of this Mortgage or the Note conflicts with
applicable law, such conflict shall not affect other provisions of this Mortgage or the Note which
can be given effect without the conflicting provision.

(Signatures Appear on Next Page)
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IN WITNESS WHEREOF, the Mortgagor has caused this Mortgage to be duly executed
as of the day and year first above written.

MORTGAGOR:

Dated: December 27th, 2022. FARIBO DOWNTOWN CENTRAL LLC

By: }; 5% //j@/;ié'

—r <

r eese
Its: ief Manager

STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

The foregoing instrument was acknowledged before me this 27th day of December, 2022,
by Brett Reese, the Chief Manager of Faribo Downtown Central L1.C, a Minnesota limited liability
company, by and on behalf of said company.

KAR! LYN CASPER
NOTARY PUBLIC
MINNESOTA

€15 My Comimission Expires 01-31-2025

This document drafied by:

Kennedy & Graven, Chartered (SJR)
700 Fifth Street Towers

150 South Fifth Street

Minneapolis, MN 55402
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EXHIBIT A TO MORTGAGE
PROPERTY LEGAL DESCRIPTION

Lot 10, Block 46, Original Town (now City) of Faribault, Rice County, Minnesota.
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EXHIBIT B TO MORTGAGE

EXECUTED PROMISSORY NOTE

DOCSOPEN\FA155\891838684.v7-12/1/22 C-B-1

Page 57 of 91



EXHIBIT D TO LOAN AGREEMENT
GUARANTY AGREEMENT

This Guaranty Agreement (the “Guaranty” or “Guaranty Agreement”) is made and entered
into this 27th day of December, 2022, by Brett Reese (the "Guarantor") for the benefit of the
Housing and Redevelopment Authority of Faribault, a public body corporate and politic under the
laws of Minnesota ("Lender").

WITNESSETH:

WHEREAS, pursuant to the loan agreement of even date herewith between Borrow and
Lender (the “Loan Agreement”), Faribo Downtown Central LLC, a Minnesota limited liability
company (the "Borrower™) proposes to borrow the sum of $83,540.00 from Lender in order to make
certain upgrades and improvements on the property within the City of Faribault, Minnesota, legally
described as set forth in the attached Exhibit A to this Guaranty, which is incorporated by reference
and included in this Guaranty as if fully set forth herein; and

WHEREAS, Borrower has agreed to repay to Lender $83,540.00 together with interest
thereon at the rate, if any, and within the time stated in Borrower’s promissory note of even date
herewith (“Note™); and

WHEREAS, to secure payment of the Note, Lender has required, and the Guarantor has
agreed to provide, a guaranty of the indebtedness above described between Borrower and Lender;
and

WHEREAS, the Guarantor will receive a direct financial benefit from the loan to Borrower
by Lender pursuant to the Note.

NOW, THEREFORE, to induce Lender to make the loan to Borrower, Guarantor hereby
covenants and agrees with Lender, for the benefit of all who at any time become holders of the
Note, as follows:

Section 1.1. The Guarantor hereby unconditionally guarantees to Lender for the benefit of
the Holder (as defined in the Note) from time to time of the Note: (a) the full and prompt payment
of the principal of the Note when and as the same shall become due, whether at the stated maturity
thereof, by acceleration or otherwise; (b) the full and prompt payment of any interest, if any, on
the Note when and as the same shall become due; and (¢) any other amounts due Lender under the
Loan Agreement and the Note. All payments shall be paid in lawful money of the United States
of America. Each and every default in payment of the principal of or interest on the Note shall
give rise to a separate cause of action hereunder, and separate suits may be brought hereunder as
each cause of action arises.

Section 1.2. The obligations of Guarantor under this Guaranty shall be absolute and

unconditional and shall remain in full force and effect until the entire principal of and interest on
the Note shall have been paid or forgiven as provided for in the Note and Loan Agreement, and

D-1
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such obligations shall not be affected, modified or impaired upon the happening from time to time
of any event, including, without limitation, any of the following:

a. The compromise, settlement, or release of less than all of the obligations,
covenants or agreements of Borrower under the Loan Agreement and the Note;

b. The failure to give notice to any person of the occurrence of an event of
default under the terms and provisions of this Guaranty or the Note executed by Borrower;

C. The extension of the time for payment of principal of or interest on the Note
or under this Guaranty;

d. Any failure, omission, delay, or lack on the part of Lender to enforce, assert
or exercise any right, power, or remedy conferred on Lender in this Guaranty or other
instruments executed and delivered in connection with the loan contemplated thereby, or
any other act or acts on the part of Lender or any of the holders from time to time of the
Note;

e. The default or failure of Guarantor to perform any of the obligations set
forth in this Guaranty.

Section 1.3. No set-off, counterclaim, reduction, or diminution of any obligation, or any
defense of any kind or nature that Borrower has or may have against Lender shall be available
hereunder to Guarantor against Lender.

Section 1.4. In the event of a default in the payment of principal of the Note when and as
the same shall become due, whether at the stated maturity thereof, by acceleration or otherwise, or
in the event of a default in the payment of any interest on the Note when and as the same shall
become due, or upon the occurrence and continuance of any Event of Default under the Loan
Agreement, Lender may proceed hereunder, and Lender, in its sole discretion, shall have the right
to proceed first and directly against Guarantor for the full amount due without proceeding against
or exhausting any other remedies it may have as to Borrower.

Section 1.5. Guarantor hereby expressly waives notice from Lender or the holders from
time to time of the Note of acceptance of or any reliance upon this Guaranty. Guarantor agrees to
pay all the costs, expenses, and fees, including attorneys fees, which may be incurred by Lender
in enforcing or attempting to enforce this Guaranty whether the same shall be enforced by suit or
otherwise.

Section 1.6. This Guaranty is entered into by Guarantor with Lender for the benefit of
Lender and the holders from time to time of the Note, all of whom shall be entitled to enforce

performance and observance of this Guaranty.

Section 1.7. Guarantor is duly authorized and empowered to execute, deliver, and perform
this Guaranty Agreement.
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Section 1.8. The performance or observance of any promise or condition set forth in this
Guaranty may be waived, amended, or modified only by a writing signed by Guarantor and Lender.
No delay in the exercise of any power, right, or remedy operates as a waiver thereof, nor shall any
single or partial exercise of any other power, right, or remedy.

Section 1.9. This Guaranty is made and shall be governed in all respects by the laws of the
state of Minnesota. Any disputes, controversies, or claims arising out of this Guaranty shall be
heard in the state or federal courts of Minnesota, and all parties to this Guaranty waive any
objection to the jurisdiction of these courts, whether based on convenience or otherwise.

Section 1.10. If any provision or application of this Guaranty is held unlawful or
unenforceable in any respect, such illegality or unenforceability shall not affect other provisions
or applications that can be given effect, and this Guaranty shall be construed as if the unlawful or
unenforceable provision or application had never been contained herein or prescribed hereby.

Section 1.11. All notices required hereunder shall be given by depositing in the U.S. mail,
postage prepaid, certified mail, return receipt requested, to the following addresses (or such other
addresses as either party may notify the other):

To Lender: Housing and Redevelopment Authority
of the City of Faribault
208 1 Avenue NW
Faribault, MN 55021
ATTN: David Wanberg

To Guarantor: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault, MN 55021
Attn: Brett Reese

Section 1.12. This Guaranty constitutes the complete and exclusive statement of all mutual
understandings between the parties with respect to this Guaranty, superseding all prior or
contemporaneous proposals, communications, and understandings, whether oral or written,
concerning the Guaranty. Nothing contained herein shall effect or impair Lender’s rights under
the Loan Agreement, or the Note.

Section 1.13. Brett Reese hereby acknowledges and agrees that he is liable for each and
every obligation of the Borrower set forth in the Note and that such liability shall survive death,

divorce, and any other event and shall be binding on his respective estate.

IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be executed as of the date first

above written.
o /4

Bpéit Reese
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EXHIBIT A TO GUARANTY AGREEMENT

LEGAL DESCRIPTION

That property located within the city of Faribault, Rice County, Minnesota and legally described as
follows:

Lot 10, Block 46, Original Town (now City) of Faribault, Rice County, Minnesota.
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EXECUTION COPY

Return to:
FARIBAULT CITY OF A772816

208 NW 1ST AVE

. ) t
FARIBAULT, MN 55021 I hereby certify that this document was

filed in this office and duly recorded on
01-16-2025 at 3:53 PM

RL CHECKED Michael Fangman, Recorder
ABSTRACT and TORRENS Pages: 28 Fee Amount: $46.00
LOAN AGREEMENT

THIS AGREEMENT (the “Agreement™) is made and entered into this 20% day of June.

2024. between the Housing and Redevelopment Authority of Faribault. a public body corporate and
politic under the laws of Minnesota (the “C ity”™). and Faribo Downtown Central LLC. a Minnesota
limited liability company (the “Borrower”):

[

QL2

(W)

RECITALS
The purpose of the City is as follows:

Provide a sufficient supply of adequate. safe and sanitary dwellings in order to
protect the health. safety. morals and welfare of the city:

Clear and redevelop blighted areas:

Provide commercial development opportunities: and

Redevelop blighted areas in situations in which private enterprise would not act
without governmental participation or subsidies.

ocow  »

The Borrower has acquired certain real property legally described on Exhibit A attached
hereto (the ~Property™). which is located in Rice C ounty. Minnesota.

The Borrower has submitted or is in the process of submitting an updated proposal for
development of the Property (the “Development™).

Business assistance is proposed to be granted by the City to Borrower under Minnesota
Statutes. Sections 116J.993 through 116J.995 (the “Business Subsidy Act™). and Minnesota
Statutes. Chapter 469 for the Property pursuant to the requirements of the City Downtown
Revitalization Program (the “Policy™).

This Agreement between the Borrower and the City. provides for certain benefits and
business assistance to the Borrower in connection with development of the Property.
including the following assistance: a one-time forgivable loan in the maximum principal
amount of $250.000.

(a) During the term of this Agreement. Developer shall:

(1) Submit to the City a design proposal to be reviewed by the City showing
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EXECUTION COPY

the location, size. and nature of the proposed Development, including
layouts, renderings. elevations, and other graphic or written explanations of
the Development. The design proposal shall be accompanied by a proposed
schedule for the starting and completion of the Development:

(i) Submit an over-all cost estimate for the design and construction of the
Development;

(i)  Submit a time schedule for the Development;

(iv)  Undertake and obtain such other preliminary economic feasibility studies,
income and expense projections, and such other economic information as
Developer may desire to further confirm the economic feasibility and
soundness of the Development:

(v) Submit to the City the Developer’s financing plan showing that the
proposed Development is financially feasible;

(v1)  Furnish satisfactory financial data to the City evidencing Developer's
ability to undertake the Development.

(b) Developer understands that any business assistance sought for the proposed
Development must be obtained as outlined by law.

The Borrower has requested financial assistance from the City in the amount of $250.000
to assist with the Development at the Property.

The City has agreed to lend to the Borrower. upon execution of this Agreement, project
financing for the Development in the maximum principal amount of $250.000 (the “Funds™).

The City has reviewed this Agreement and finds that execution of this Agreement by the
City and performance of the City’s obligations hereunder are in the best interests of the
City. and its residents.

The parties are authorized and empowered to enter into this Agreement under the laws of
the State of Minnesota.

By providing the Funds, the City will not provide additional funding. from any/all other
City programs. for the Property included as part of the Development for five (3) years.

NOW. THEREFORE. in consideration of the mutual covenants and promises hereinafter

set forth. the City and the Borrower agree as follows:

1.
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Agreement are incorporated into this Agreement as if fully set forth herein.
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The Borrower intends to conduct activity and to make the contemplated improvements to
the Property in accordance with the Development (the “Improvements™). Upon submission
of the materials to the reasonable satisfaction of the City required for the Development as
set forth particularly in Recital No. 5 above. and as required by the Policy and the
fulfillment of all terms and conditions of this Agreement. the Funds shall be provided as a
$250,000.00 forgivable loan pursuant to the Promissory Note (the “Note™), the form of
which is attached hereto as Exhibit B, a separate mortgage (the “Mortgage™), the form of
which is attached as Exhibit C. and a separate Guaranty Agreement. the form of which is
attached hereto as Exhibit D. The Borrower agrees to execute all such documents at
closing.

Upon closing, the City agrees to provide the Funds.

The business assistance in the form of a forgivable loan are proposed to be granted by the
City to Borrower under Minnesota Statutes. Sections 116J.993 through 116J.995 (the
“Business Subsidy Act™). and Minnesota Statutes. Chapter 469 and pursuant to the
requirements of the Policy. with such required Business Subsidy Agreement being
incorporated by reference into this Agreement as set forth in Exhibit E.

The Borrower agrees to fully comply with all stated requirements. and acknowledges that
all terms. conditions. and requirements are made part of this Agreement.

All documents executed shall. as deemed reasonably necessary by the City. be filed with
the County Recorder and/or Registrar of Titles. The City shall maintain a lien on the
Property pursuant to the security instruments required herein.

Failure to comply with any term. covenant. condition. or requirement contained in this
Agreement, or a default under any note. mortgage. or other instrument executed in
connection with this Agreement (following the passing of any applicable notice and cure
periods). following thirty (30) days after the City gives written notice specifying the form
of said non-compliance. shall constitute a breach of this Agreement and a default by the
Borrower. The foregoing notwithstanding. if a default requires more than thirty (30) days to
cure. such default shall not constitute an uncured default. provided that the curing of the
default is promptly commenced upon receipt of written notice from the C ity. and with due
diligence is thereafter continuously prosecuted to completion and is completed in a
reasonable period of time. not to exceed ninety (90) days.

If any default shall occur. following the passing of applicable cure periods. the City may
declare the Funds provided to Borrower to be due and payable in accordance with the terms
of the Note. The City may also pursue remedies available under the terms of any mortgage
or other instrument executed to secure its interests in the Funds or the Property. and other
such remedies as may be available under local. state. or federal laws.

The Borrower. for itself and for its successors and/or its assigns. further agrees and
consents to the filing of such security instruments and this Agreement with the government
officials or entities appropriate to protect the interest of the C ity in the Property.

LI
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EXECUTION COPY

Without limitation of any provision set forth herein, the Borrower agrees to pay to the City
any costs or expenses. including without limitation attorney fees. incurred by the City in
enforcing any provision of this Agreement.

Except as expressly set forth herein, nothing in this Agreement shall constitute a limitation
or waiver of the City’s right to enforce any ordinance. law, rule, or regulation.

The Borrower shall and does hereby agree to protect, defend, indemnify and hold the City,
including its officers, agents. and employees, harmless of and from any and all liability,
loss. or damage that it may incur under or by reason of this Agreement. and of and from
any and all claims and demands whatsoever that may be asserted against the City by reason
of any alleged obligations or undertakings on the part of the City to perform or discharge
any of the terms, covenants, or agreements contained in this Agreement. This
indemnification and hold harmless provision shall survive the execution, delivery. and
performance of this Agreement and the payment or repayment of any Funds. The Borrower
waives notice of the acceptance of this Agreement by the City. Nothing in this Agreement
shall constitute a waiver or limitation of the City’s immunities or limitations on liability as
set forth in Minnesota Statutes. Chapter 466 or otherwise.

A notice. demand. or other communication under this Agreement by either party to the
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

(A)  asto the Borrower: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault, MN 55021
ATTN: Brett Reese and Nort Johnson

(B)  asto the City: Housing and Redevelopment Authority
of Faribault
208 1% Avenue NW
Faribault. MN 55021
ATTN: David Wanberg

with a copy to: Scott J. Riggs, City Attorney
Kennedy & Graven. Chartered
150 South 5% Street. Suite 700
Minneapolis. MN 55402

or at such other address with respect to either such party as that party may. from time to
time. designate in writing and forward to the other as provided in this section 12.

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

The City and the Borrower acknowledge that nothing contained in this Agreement nor any
act by the City and the Borrower shall be deemed or construed by the parties or by any
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third person to create any relationship of third-party beneficiary. principal and agent.
limited or general partner, or joint venture between the City and the Borrower.

15. This Agreement shall be governed by and construed in accordance with the laws of the
state of Minnesota. Any disputes. controversies. or claims arising out of this Agreement
shall be heard in the state or federal courts of Minnesota. and all parties to this Agreement
waive any objection to the jurisdiction of these courts, whether based on convenience or
otherwise.

16. The performance or observance of any promise or condition set forth in this Agreement
may be waived. amended. or modified only by a writing signed by both parties. No delay
in the exercise of any power, right. or remedy operates as a waiver thereof. nor shall any
single or partial exercise of any other power. right. or remedy.

17. This Agreement may be modified solely through written amendments hereto executed by
both the Borrower and the City.

18.  The Borrower shall not assign, subcontract. transfer. or pledge this Agreement whether in
whole or in part. without the prior written consent of the City. The Borrower may sell.
assign or transfer interest in the Property to a third party with notice to. and with the C ity’s
consent. which consent shall not be unreasonably withheld or conditioned.

19. Wherever possible. each provision of this Agreement and each related document shall be
interpreted so that it is valid under applicable law. If any provision of this Agreement or
any related document is to any extent found invalid by a court or other governmental entity
of competent jurisdiction, that provision shall be ineffective only to the extent of such
invalidity, without invalidating the remainder of such provision or the remaining provisions
of this Agreement or any other related document.

20. This Agreement. together with the Exhibits hereto. which are expressly incorporated by
reference. constitutes the complete and exclusive statement of all mutual understandings
between the parties with respect to this Agreement. superseding all prior or
contemporaneous proposals, communications. and understandings. whether oral or written.
pertaining to the subject matter of this Agreement or concerning the Funds.

21. This Agreement shall be recorded among the land records of Rice C ounty. Minnesota. The
provisions of this Agreement shall run with the Property and be binding upon the Borrower
and its assigns or successors in interest.

22. The Borrower warrants that all work performed pursuant to this Agreement shall be in
compliance with existing laws. codes. ordinances. pertinent regulations. standards. and
specifications. This Agreement does not act as a substitute for any permits or approvals
that are otherwise required by the Borrower in order to complete any of the Improvements.

23. Each of the undersigned parties warrants it has the full authority to execute this Agreement.
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Borrower represents and warrants that no person or business will be displaced or otherwise
entitled to relocation benefits as a result of the acquisition. sale. rehabilitation or
redevelopment of the Property, and that there are no tenants or other persons or businesses
in possession of the Property other than Borrower, or that have been disclosed by Borrower.
The Borrower represents and warrants that no relocation benefits are applicable to the
Property. Borrower acknowledges that, absent these representations and warranties being
made by Borrower to the City in this Agreement. the City would not provide funds pursuant
to the Policy and this Agreement to the Borrower to rehabilitate or redevelop the Property.
Borrower agrees to defend and indemnify the City against any claims made by any third
parties for relocation benefits or services.

Loan Requirements.

(a) Five Year Requirement. The Borrower covenants and agrees with the City
that if the Property is sold, transferred or otherwise conveyed. voluntarily or involuntarily.
either while the Borrower is living or by reason of the death of the Borrower. within a
period of five (5) years after the date of this Agreement. the Borrower or its heirs.
executors. or representatives. as the case may be, shall repay to the City a sum equal to the
full amount of the Loan.

Any such repayment shall be made to the Lender no later than the 30th day
following such sale. transfer or other conveyance. or on such later date or dates as the City.
in its sole discretion, may designate.

(b) One Year Requirement. The Borrower further covenants and agrees with
the City that if the improvements described in the application for this Agreement are not
completed within one year of the date of this Agreement. the Borrower shall immediately
repay to the City a sum equal to the full amount of the Loan. This one-year deadline may
be extended. if in writing and agreed-upon by the City. for unforeseeable weather-related
delays. changes in contractors for non-performance. or other natural disasters.

(c) Forgivable Loan. The Loan provided herein is forgivable upon satisfaction by
the Borrower of the conditions specified herein and completion of the Minimum
Improvements. Specifically. Borrower shall provide the City with evidence that the Loan
proceeds were used in the redevelopment of the Property. The City. in its sole judgment. shall
determine whether the expenditure of funds qualify for such forgiveness. Borrower shall
provide City with such evidence on the disbursement date provided herein.

The City acknowledges the existence of previous loan agreements (the "Existing Loan
Agreements") with the EDA and HRA regarding the Property that contain a term
preventing any additional funds to be provided to the Borrower by the
City. Notwithstanding such term in the Existing Loan Agreements, the City desires to
provide additional funds to the Borrower. In addition. the City desires to delete such term
from the Existing Loan Agreements. with such documents all as set forth in Exhibits B. C

and D.
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27.  Phase I Completion. The loan contemplated by this Agreement shall only be issued by the
City to the Borrower upon the complete close-out of the Phase I development contemplated
by the Existing Loan Agreements. Such close-out requirements shall be determined by the

City and in the City’s sole discretion consistent with the terms and conditions of the
Existing Loan Agreements.

[Signature pages to follow]
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IN WITNESS WHEREOF, the Borrower, having signed this Agreement, and the City
having duly approved this Agreement on the day and year first written above and pursuant to such
approval and the proper City officials having signed this Agreement, the parties hereto agree to be
bound by the provisions herein set forth.

THE BORROWER:

-

Dated: June&@ 2024. FARIBO DOWNTOWN //E%RAL LLC

X%M“ D Nt

ett Reese
Its: Chlef Manager

STATE OF MINNESOTA )
) ss.
COUNTY OF RICE )

The foregoing instrument was acknowledged before me this ¢ 20 day of June, 2024, by
Brett Reese, the Chief Manager of Faribo Downtown Central LLC, a Minnesota limited liability

company, by and on behalf of said company.
% (A f Sé/hf\ A\

Notary Public N

KARILYN CASPER
NOTARY PUBLIC
MINNESOTA

%>’ My Commission Expires 01-31-2025
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CITY:

HOUSING AND REDEVELOPMENT
AUTHORITY OF FARIBAULT

Dated: J'uné Q ,2024. By: /«:% \(’\ i,«

_Leoni Abhlers
Its: Chair

Travfs Mc€olley
Its: ice Chair/Secretary Treasurer

STATE OF MINNESOTA
SS.

N’ S N

COUNTY OF RICE

On this&f i? day of June, 2024, before me personally appeared Loni Ahlers and Travis
McColley, the Chair and Vice Chair/Secretary Treasurer, respectively, of the Housing and
Redevelopment Authority of Faribault, a public body corporate and politic under the laws of

Minnesota, on behalf of said authority. [

i\ \\\\\ L A i - ﬁ\/\& (}f‘ ) /\

~ Notary Public %j EJ
This document drafted by:
Kennedy & Graven, Chartered (SJR)
700 Fifth Street Towers AR
150 South Fifth Street NOTARY SL/J\BSLIIDE ?
Minneapolis, MN 55402 MINNESOTA
2>y My Commission Expm 01-31-2025
e g ————
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EXHIBIT A TO LOAN AGEEMENT

LEGAL DESCRIPTION OF THE PROPERTY

The land to which this Agreement applies is legally described as follows:

The South 1/3 of the West 149 feet of Lot Number 7 in Block Number 56 of the Original Town
(now City) of Faribault, Rice County, Minnesota.

Abstract Property
PID No. 18.31.1.26.320

The North One-Third (N1/3) of Lot 7; and also the Middle One-Third (M1/3) of Lot 7; all in Block
56 in the Original Town, now City, of Faribault, Rice County, Minnesota.

Abstract Property
PID No. 18.31.1.26.319

The S1/2 of the N2/3 of Lot 6 of Block 56; all in the Original Town (now City) of Faribault, Rice
County, Minnesota.

Abstract Property.
PID No. 18.31.1.26.317

The North 1/3 of Lot 6 in Block 56 in the Original Town, now City, of Faribault, Rice County,
Minnesota.

Abstract Property.

PID No. 18.31.1.26.316

Lot 10, Block 46, Original Town (now City) of Faribault, Rice County, Minnesota.
Abstract Property

PID No. 18.31.1.26.302

THE NORTH 1/3 OF LOT 9, BLOCK 46, ORIGINAL TOWN (NOW CITY) OF FARIBAULT,
RICE COUNTY, MINNESOTA.

Torrens Property

A-1
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PID No. 18.31.1.26.300

The S1/3 of Lot 8 in Block 46 of the Original Town of Faribault, Rice County, Minnesota.
Abstract Property

PID No. 18.31.1.26.299

The North 22 feet of the West 110 feet of Lot 6, in Block 46, in the Original Town, now City, of
Faribault, Rice County, Minnesota.

Abstract Property

PID No. 18.31.1.26.294
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EXHIBIT B TO LOAN AGREEMENT
PROMISSORY NOTE
$250,000.00 Date: June 2024

Faribo Downtown Central LLC. a Minnesota limited liability company (“Maker™), for value
received. hereby promises to pay to the Housing and Redevelopment Authority of Faribault, a public
body corporate and politic under the laws of Minnesota (the “EDA™). a public body corporate and
politic under the laws of Minnesota, or its assigns (referred to herein as "Holder"), at its designated
principal office or such other place as the Holder may designate in writing, the principal sum of Two
Hundred Fifty Thousand and No/100 Dollars ($250,000.00) or so much thereof as may be advanced
under this Note. without interest thereon, in any coin or currency that at the time or times of payment
is legal tender for the payment of private debts in the United States of America. The principal of and
interest on this Note is payable in installments due as follows:

1. The entire unpaid balance of principal shall be due and payable upon the earlier of the
following: (i) thirty (30) days after written notification by Holder to Maker of the occurrence of any
default or non-compliance with any provision or requirement of the Loan Agreement (following
notice and passing of all applicable notice and cure provisions), dated June . 2024, between the
Maker and Holder (the “Agreement™); or (ii) ten (10) days after the Maker makes or allows to be
made any total or partial transfer. sale, assignment, conveyance or transfer in any other mode. of the
Property (as such term is defined in the Agreement). if such transfer occurs before the issuance of a
Certificate of Occupancy for the Improvements (as defined in the Loan Agreement); unless, such
transfer, sale, assignment. conveyance or transfer in any other mode is expressly allowed under the
Agreement. Payments made under this Note shall be governed by the terms of that certain Loan
Agreement (the “Loan Agreement™) entered into between the Maker and Holder. dated June .
2024, particularly the loan requirements set forth in Paragraph No. 2 of the Loan Agreement.

2. This Note is given pursuant to the Agreement between the Maker and Holder. If any
information in the Agreement is found to be invalid for whatever reason, such invalidity shall
constitute an Event of Default hereunder.

3. All of the agreements. conditions. covenants. provisions, and stipulations contained in
the Agreement are hereby made a part of this Note to the same extent and with the same force and
effect as if they were fully set forth herein. It is agreed that time is of the essence of this Note. If an
Event of Default occurs under the Agreement. or any other instrument securing this Note. then the
Holder of this Note may at its right and option. without notice. declare immediately due and payable
the principal balance of this Note. together with reasonable attorneys' fees and expenses incurred by
the Holder of this Note in collecting or enforcing payment hereof. whether by lawsuit or otherwise.
and all other sums due hereunder or any instrument securing this Note. The Maker of this Note agrees
that the Holder of this Note may. without notice to and without affecting the liability of the Maker.
accept additional or substitute security for this Note, or release any security or any party liable for this
Note or extend or renew this Note.

4. The remedies of the Holder of this Note as provided herein. and in the Agreement.
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or any other instrument securing this Note shall be cumulative and concurrent and may be pursued
singly. successively, or together, and, at the sole discretion of the Holder of this Note, may be
exercised as often as occasion therefor shall occur; and the failure to exercise any such right or remedy
shall in no event be construed as a waiver or release thereof,

The Holder of this Note shall not be deemed. by any act of omission or commission, to have
waived any of its rights or remedies hereunder unless such waiver is in writing and signed by the
Holder and then only to the extent specifically set forth in the writing. A waiver with reference to one
event shall not be construed as continuing or as a bar to or waiver of any right or remedy as to a
subsequent event. This Note may not be amended. modified, or changed except only by an instrument
in writing signed by the party against whom enforcement of any such amendment, modifications, or
change is sought.

5. If any term of this Note, or the application thereof to any person or circumstances
shall, to any extent, be invalid or unenforceable, the remainder of this Note, or the application of such
term to persons or circumstances other than those to which it is invalid or unenforceable shall not be
affected thereby, and each term of this Note shall be valid and enforceable to the fullest extent
permitted by law.

6. If any Event of Default occurs. and if Holder engages legal counsel or others in
connection with advice to Holder or Holder’s rights and remedies under the Agreement or this Note,
Maker shall pay all reasonable expenses incurred by Holder for such persons, irrespective of whether
any suit or other proceeding has been or is filed or commenced. Any such expenses. costs and charges
shall constitute additional principal, payable upon demand, and subject to this Note.

7. It 1s mtended that this Note is made with reference to and shall be construed as a
Minnesota contract and is governed by the laws thereof. Any disputes, controversies. or claims arising
out of this Note shall be heard in the state or federal courts of Minnesota, and all parties to this Note
waive any objection to the jurisdiction of these courts, whether based on convenience or otherwise.

8. The performance or observance of any promise or condition set forth in this Note may
be waived. amended, or modified only by a writing signed by the Maker and the Holder. No delay in
the exercise of any power, right, or remedy operates as a waiver thereof. nor shall any single or partial
exercise of any other power, right, or remedy.

IT IS HEREBY CERTIFIED AND RECITED that all conditions, acts, and things required to
exist, happen, and be performed precedent to or in the issuance of this Note do exist. have happened.
and have been performed in regular and due form as required by law.
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IN WITNESS WHEREOF, the Maker has caused this Note to be duly executed as of the
day of June. 2024.

Faribo Downtown Central LLC, a Minnesota limited
liability company

By:

Brett Reese
Its:  Chief Manager
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EXHIBIT C TO LOAN AGREEMENT

MORTGAGE

THIS MORTGAGE. made this day of June, 2024, by Faribo Downtown Central LLC, a
Minnesota limited liability company, with its principal place of business located at 3305
Highway 60 West. Faribault. MN 55021 (“Mortgagor™). to the Housing and Redevelopment
Authority of Faribault, a public body corporate and politic under the laws of Minnesota. located at
208 1* Avenue NW. Faribault. MN 55021 (“Mortgagee™).

WITNESSETH: That said Mortgagor hereby mortgages and conveys to said Mortgagee
the following described premises located at:

PID No. 18.31.1.26.320

PID No. 18.31.1.26.319

PID No. 18.31.1.26.318

PID No. 18.31.1.26.317

PID No. 18.31.1.26.316

PID No. 18.31.1.26.302 (addresses associated with building also include
12 3rd Street NE. 14 3rd Street NE. 16 3™ Street NE.
303 Central. 305 Central)

PID No. 18.31.1.26.300

PID No. 18.31.1.26.299

PID No. 18.31.1.26.294

PID No. 18.31.1.26.471

Faribault. Minnesota. Rice County Minnesota (the “Property™). and legally described in
Exhibit A attached hereto and made a part hereof.

This Mortgage is given in consideration of and as security for the payment of Two Hundred
Fifty Thousand and No/100 Dollars ($250.000.00) (the “Loan™). receipt of which is hereby
acknowledged and which is made to enable the Mortgagor to make improvements to the Property.
The Loan is evidenced by a Promissory Note (the “Note™). attached hereto as Exhibit B. and
repayment of the Loan shall be in accordance with the terms of the Note.

Mortgagor makes and includes in this Mortgage the statutory covenants and other
provisions set forth in Minnesota Statutes Section 507.15. including the following:

a. To warrant title to the Property:

b. To pay all other mortgages. liens. charges or encumbrances against the Property as
and when they become due:

o To pay the indebtedness of the Note as herein provided:
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d. To pay all real estate taxes on the Property:;
e. To keep the Property in repair and not commit waste; and

f. To keep the Property insured against loss by fire and other hazards for at least the
sum of the full insurable value of the Property for the protection for the Mortgagee.

If the Mortgagor herein shall pay the Mortgagee herein, its successors or assigns, the sum
of Two Hundred Fifty Thousand and No/100 Dollars ($250,000.00) when it becomes due according
to the terms of the above-mentioned Note, then this Mortgage shall be null and void, otherwise to
remain in full force and effect. But if default shall be made in payment of said sum when due or
in any of the covenants or agreements contained herein, then the Mortgagee may declare
immediately due and payable the entire unpaid principal balance, and the Mortgagee, its successors
or assigns. are hereby authorized and empowered to foreclose this Mortgage by action or
advertisement. pursuant to the statutes of the State of Minnesota in such case made and provided,
power being expressly granted to sell the Property at public auction and convey the same to the
purchaser in fee simple and. out of the proceeds arising from such sale. to pay the principal of the
Note with interest. if any, together with all legal costs and charges of such foreclosure and the
maximum attorneys’ fees permitted by law.

Mortgagee prior to acceleration shall mail notice to Mortgagor specifying: (1) the event of
default; (2) the action required to cure such event; (3) the date. not less than 30 days from the date
the notice is mailed to Mortgagor, by which date such default must be cured; and (4) that failure
to cure such default on or before the date specified in the notice may result in acceleration of the
sums secured by this Mortgage and sale of the Property. The notice shall further inform Mortgagor
of the right to reinstate after acceleration and the right to bring a court action to assert the
nonexistence of a default or any other defense of Mortgagor to acceleration and sale. If the default
is not cured on or before the date specified in the notice (subject to the cure rights set forth below).
Mortgagee at Mortgagee’s option. may declare all of the sums secured by this Mortgage to be
immediately due and payable without further demand and may invoke the power of sale hereby
granted and any other remedy permitted by applicable law. Any one of the following events shall
constitute and Event of Default:

1. Mortgagor fails to pay any amounts due under the Note when said payment
is due. and such default shall continue for ten (10) days after notice from the City; and

1i. Mortgagor violates or fails to perform any of the other terms. covenants or
conditions of this Mortgage and such default shall continue for thirty (30) days after notice
from the Mortgagee. unless such default cannot be cured in the exercise of reasonable
diligence within said thirty (30) day period. in which event Mortgagor shall be allowed
such additional time as is needed to cure such default with all due diligence.

Notwithstanding Mortgagee’s acceleration of the sums secured by this Mortgage.
Mortgagor shall have the right to have any proceedings begun by Mortgagee to enforce this
Mortgage discontinued at any time prior to the earlier of (i) sale of the Property pursuant to the
power of sale contained in this Mortgage or (ii) a judgment enforcing this Mortgage. if: (a)
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Mortgagor pays Mortgagee all sums constituting the default actually existing under this Mortgage
and the Note at the commencement of foreclosure proceedings under this Mortgage; (b) Mortgagor
cures all breaches of any other covenants or agreements of Mortgagor contained in this Mortgage;
(¢) Mortgagor pays all reasonable expenses incurred by Mortgagee in enforcing the covenants and
agreements of Mortgagor contained in this Mortgage and in enforcing Mortgagee’s remedies as
provided herein, including, but not limited to. reasonable attorneys’ fees, and (d) Mortgagor takes
such action as Mortcaoee may reasonably require to assure that the lien of this Mortgage.
Mortgagee’s interest in the Property and Mortgagor’s obligation to pay the sums secured by this
Mortgage shall continue unimpaired. Upon such payment and cure by Mortgagor, this Mortgage
and the obligations secured hereby shall remain in full force and effect as if no acceleration had
occurred.

MORTGAGOR HEREBY: EXPRESSLY CONSENTS TO THE FORECLOSURE AND
SALE OF THE MORTGAGED PROPERTY BY ACTION PURSUANT TO MINNESOTA
STATUTES CHAPTER 581 OR. AT OPTION OF MORTGAGEE. BY ADVERTISEMENT
PURSUANT TO MINNESOTA STATUTES CHAPTER 580. WHICH PROVIDES FOR SALE
AFTER SERVICE OF NOTICE THEREOF UPON THE OCCUPANT OF THE MORTGAGED
PROPERTY AND PUBLICATION OF SAID NOTICE FOR SIX WEEKS IN THE COUNTY IN
MINNESOTA WHERE THE MORTGAGED PROPERTY IS SITUATED AND
ACKNOWLEDGES THAT SERVICE NEED NOT BE MADE UPON MORTGAGOR
PERSONALLY UNLESS MORTGAGOR IS AN OCCUPANT AND THAT NO HEARING OF
ANY TYPE IS REQUIRED IN CONNECTION WITH THE SALE AND EXCEPT AS MAY BE
PROVIDED IN SAID STATUTES. EXPRESSLY WAIVES ANY AND ALL RIGHT TO PRIOR
NOTICE OF SALE OF THE MORTGAGED PROPERTY.

This Mortgage and the Note shall be construed according to the laws of the State of
Minnesota. In the event that any provision or clause of this Mortgage or the Note conflicts with

applicable law. such conflict shall not affect other provisions of this Mortgage or the Note which
can be given effect without the conflicting provision.

(Signatures Appear on Next Page)
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IN WITNESS WHEREOF, the Mortgagor has caused this Mortgage to be duly executed
as of the day and year first above written.

MORTGAGOR:

Dated: June . 2024. FARIBO DOWNTOWN CENTRAL LLC

By:

Brett Reese
Its:  Chief Manager

STATE OF MINNESOTA )

) ss.
COUNTY OF RICE )
The foregoing instrument was acknowledged before me this day of June, 2024, by

Brett Reese, the Chief Manager of Faribo Downtown Central LLC. a Minnesota limited liability
company. by and on behalf of said company.

Notary Public

This document drafted by:

Kennedy & Graven. Chartered (SJR)
700 Fifth Street Towers

150 South Fifth Street

Minneapolis. MN 55402
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EXHIBIT A TO MORTGAGE
PROPERTY LEGAL DESCRIPTION

The South 1/3 of the West 149 feet of Lot Number 7 in Block Number 56 of the Original Town
(now City) of Faribault, Rice County, Minnesota.

Abstract Property
PID No. 18.31.1.26.320

The North One-Third (N1/3) of Lot 7; and also the Middle One-Third (M1/3) of Lot 7; all in Block
56 in the Original Town, now City, of Faribault, Rice County, Minnesota.

Abstract Property
PID No. 18.31.1.26.319

The S1/2 of the N2/3 of Lot 6 of Block 56; all in the Original Town (now City) of Faribault, Rice
County, Minnesota.

Abstract Property.
PID No. 18.31.1.26.317

The North 1/3 of Lot 6 in Block 56 in the Original Town, now City, of Faribault, Rice County,
Minnesota.

Abstract Property.

PID No. 18.31.1.26.316

Lot 10, Block 46, Original Town (now City) of Faribault, Rice County, Minnesota.
Abstract Property

PID No. 18.31.1.26.302

THE NORTH 1/3 OF LOT 9, BLOCK 46, ORIGINAL TOWN (NOW CITY) OF FARIBAULT,
RICE COUNTY, MINNESOTA.

Torrens Property
PID No. 18.31.1.26.300
The S1/3 of Lot 8 in Block 46 of the Original Town of Faribault, Rice County, Minnesota.

Abstract Property
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PID No. 18.31.1.26.299

The North 22 feet of the West 110 feet of Lot 6, in Block 46, in the Original Town, now City, of
Faribault, Rice County, Minnesota.

Abstract Property

PID No. 18.31.1.26.294
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EXHIBIT D TO LOAN AGREEMENT
GUARANTY AGREEMENT

This Guaranty Agreement (the “Guaranty™ or “Guaranty Agreement™) is made and entered
into this day of June. 2024. by Brett Reese (the "Guarantor”) for the benefit of the Housing
and Redevelopment Authority of Faribault, a public body corporate and politic under the laws of
Minnesota ("Lender™).

WITNESSETH:

WHEREAS, pursuant to the loan agreement of even date herewith between Borrower and
Lender (the “Loan Agreement™). Faribo Downtown Central LLC. a Minnesota limited liability
company (the "Borrower") proposes to borrow the sum of $250.000.00 from Lender in order to
make certain upgrades and improvements on the property within the City of Faribault. Minnesota.
legally described as set forth in the attached Exhibit A to this Guaranty, which is incorporated by
reference and included in this Guaranty as if fully set forth herein: and

WHEREAS. Borrower has agreed to repay to Lender $250.000.00 together with interest
thereon at the rate, if any, and within the time stated in Borrower’s promissory note of even date
herewith (“Note™); and

WHEREAS. to secure payment of the Note. Lender has required. and the Guarantor has
agreed to provide. a guaranty of the indebtedness above described between Borrower and Lender;
and

WHEREAS. the Guarantor will receive a direct financial benefit from the loan to Borrower
by Lender pursuant to the Note.

NOW. THEREFORE. to induce Lender to make the loan to Borrower. Guarantor hereby
covenants and agrees with Lender. for the benefit of all who at any time become holders of the
Note. as follows:

Section 1.1. The Guarantor hereby unconditionally guarantees to Lender for the benefit of
the Holder (as defined in the Note) from time to time of the Note: (a) the full and prompt payment
of the principal of the Note when and as the same shall become due, whether at the stated maturity
thereof. by acceleration or otherwise: (b) the full and prompt payment of any interest. if any. on
the Note when and as the same shall become due; and (c) any other amounts due Lender under the
Loan Agreement and the Note. All payments shall be paid in lawful money of the United States
of America. Each and every default in payment of the principal of or interest on the Note shall
give rise to a separate cause of action hereunder. and separate suits may be brought hereunder as
each cause of action arises.

Section 1.2. The obligations of Guarantor under this Guaranty shall be absolute and
unconditional and shall remain in full force and effect until the entire principal of and interest on
the Note shall have been paid or forgiven as provided for in the Note and Loan Agreement. and
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such obligations shall not be affected, modified or impaired upon the happening from time to time
of any event, including, without limitation, any of the following:

a. The compromise. settlement, or release of less than all of the obligations.
covenants or agreements of Borrower under the Loan Agreement and the Note:

b. The failure to give notice to any person of the occurrence of an event of
default under the terms and provisions of this Guaranty or the Note executed by Borrower:

c. The extension of the time for payment of principal of or interest on the Note
or under this Guaranty:

d. Any failure, omission, delay. or lack on the part of Lender to enforce, assert
or exercise any right. power, or remedy conferred on Lender in this Guaranty or other
instruments executed and delivered in connection with the loan contemplated thereby. or
any other act or acts on the part of Lender or any of the holders from time to time of the
Note:

e. The default or failure of Guarantor to perform any of the obligations set
forth in this Guaranty.

Section 1.3. No set-off. counterclaim, reduction. or diminution of any obligation. or any
defense of any kind or nature that Borrower has or may have against Lender shall be available
hereunder to Guarantor against Lender.

Section 1.4. In the event of a default in the payment of principal of the Note when and as
the same shall become due, whether at the stated maturity thereof. by acceleration or otherwise. or
in the event of a default in the payment of any interest on the Note when and as the same shall
become due. or upon the occurrence and continuance of any Event of Default under the Loan
Agreement. Lender may proceed hereunder. and Lender. in its sole discretion. shall have the right
to proceed first and directly against Guarantor for the full amount due without proceeding against
or exhausting any other remedies it may have as to Borrower.

Section 1.5. Guarantor hereby expressly waives notice from Lender or the holders from
time to time of the Note of acceptance of or any reliance upon this Guaranty. Guarantor agrees to
pay all the costs. expenses. and fees. including attorneys fees, which may be incurred by Lender
in enforcing or attempting to enforce this Guaranty whether the same shall be enforced by suit or
otherwise.

Section 1.6. This Guaranty is entered into by Guarantor with Lender for the benefit of
Lender and the holders from time to time of the Note. all of whom shall be entitled to enforce

performance and observance of this Guaranty.

Section 1.7. Guarantor is duly authorized and empowered to execute. deliver. and perform
this Guaranty.
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Section 1.8. The performance or observance of any promise or condition set forth in this
Guaranty may be waived, amended. or modified only by a writing signed by Guarantor and Lender.
No delay in the exercise of any power. right. or remedy operates as a waiver thereof. nor shall any
single or partial exercise of any other power. right, or remedy.

Section 1.9. This Guaranty is made and shall be governed in all respects by the laws of the
state of Minnesota. Any disputes, controversies, or claims arising out of this Guaranty shall be
heard in the state or federal courts of Minnesota. and all parties to this Guaranty waive any
objection to the jurisdiction of these courts, whether based on convenience or otherwise.

Section 1.10. If any provision or application of this Guaranty is held unlawful or
unenforceable in any respect, such illegality or unenforceability shall not affect other provisions
or applications that can be given effect, and this Guaranty shall be construed as if the unlawful or
unenforceable provision or application had never been contained herein or prescribed hereby.

Section 1.11. All notices required hereunder shall be given by depositing in the U.S. mail.
postage prepaid. certified mail. return receipt requested. to the following addresses (or such other
addresses as either party may notify the other):

To Lender: Housing and Redevelopment Authority of Faribault
208 NW I Avenue
Faribault. MN 55021
Awmn: David Wanberg

To Guarantor: Faribo Downtown Central LLC
3305 Highway 60 West
Faribault. MN 55021
Attn: Brett Reese

Section 1.12. This Guaranty constitutes the complete and exclusive statement of all mutual
understandings between the parties with respect to this Guaranty. superseding all prior or
contemporaneous proposals. communications. and understandings. whether oral or written.
concerning the Guaranty. Nothing contained herein shall effect or impair Lender’s rights under
the Loan Agreement. or the Note.

Section 1.13. Brett Reese hereby acknowledges and agrees that he is liable for each and
every obligation of the Borrower set forth in the Note and that such liability shall survive death.
divorce. and any other event and shall be binding on his respective estate.

IN WITNESS WHEREOF. Guarantor has caused this Guaranty to be executed as of the date first
above written.

Brett Reese

D-3
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That property located within the city of Faribault, Rice County. Minnesota and legally described as

follows:

PID No.
PID No.
PID No.
PID No.
PID No.
PID No.

PID No.
PID No.
PID No.
PID No.
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EXHIBIT A TO GUARANTY AGREEMENT

LEGAL DESCRIPTION

(addresses associated with building also include
12 3rd Street NE. 14 3rd Street NE. 16 3™ Street NE.
303 Central. 305 Central)
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EXHIBIT E
BUSINESS SUBSIDY AGREEMENT

Business Subsidy Agreement. The provisions of this Exhibit E constitute the “business
subsidy agreement” for the purposes of the Business Subsidy Act.

(a) General Terms. The parties agree and represent to each other as follows:

(H The subsidies provided to the Developer pursuant to this Agreement consist
of the principal amount of the Loan Agreement set forth in this Agreement. This business
subsidy agreement shall apply to all the subsidies set forth in this Agreement.

(@) The public purposes of the subsidy are to facilitate the Project, to facilitate the
renovation of existing improvements and construction of additional improvements. to
- preserve tax base, and to retain employment in the City.

3) The goals for the subsidy are (i) to secure development of the Project on the
Property: (ii) to maintain such improvements for at least five years as described in clause
(6) below.

) If the goals described in clause (3) are not met. the Developer must make the

payments to the City described in Section (c) of this Section.

3 The subsidy is needed to induce Developer to rehabilitate the Property. and
to make the cost of the Project financially feasible.

(6) The Developer must continue operation of the Project as a “Qualified
Facility™ for at least five years after the Benefit Date (defined hereinafter). subject to the
continuing obligation described in the Agreement. For the purposes of this Section. the term
Qualified Facility means a commercial and residential facility. The improvements will be a
Qualified Facility as long as the Facility is operated by Developer or a tenant for the
aforementioned qualified uses. During any period when the Facility is vacant and not
operated for the aforementioned qualified uses. the Facility will not constitute a Qualified
Facility.

@) The Developer is a limited liability company under the laws of the State of
Minnesota and is in good standing and has no parent corporation.

(8) The Developer expects to receive financial assistance from the following
~grantors” as defined in the Business Subsidy Act, in connection with the Development

Property or the Project:

(a) a forgivable loan from the Economic Development Authority of the City of
Faribault. Minnesota of up to $250.000.00.
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(b) a forgivable loan from the Housing and Redevelopment Authority of
Faribault. Minnesota of up to $250,000.00.
(©) a loan from the City of Faribault, Minnesota of up to $500.000.00.

(b) Job and Wage Goals. The creation or retention is determined to not be a goal of
the Project, thus the job and wage goals are set to zero.

(c) Remedies. If the Developer fails to meet the goals described in Section (a)(3), the
Developer shall repay to the City. respectively. upon written demand from the City. a “pro rata share™
of the principal amount of the respective subsidies previously received. together with interest based
on the rate set forth in Section 116J.994, subd. 6 of the Business Subsidy Act. accrued from the date
of the default to the date of payment and the outstanding principal amount of their respective
subsidies (i.e. the remaining amount to be paid to Developer pursuant to this Agreement) shall be
reduced by the “pro rata share.” The term “pro rata share™ means a percentage calculated as
follows:

(1) if the failure relates to the number of jobs. the jobs required less the jobs
retained. divided by the jobs required:

(i1) if the failure relates to wages. the number of jobs required less the
number of jobs that meet the minimum wages. divided by the number of jobs required:

(ii1) if the failure relates to maintenance of the Project in accordance with
Section (a)(6), 60 less the number of months of operation as a commercial and residential
facility. commencing on the Benefit Date and ending with the date the facility ceases
operation as reasonably determined by City staff. divided by 60: and

@1v) if more than one of clauses (i) through (ii1) apply. the sum of the
applicable percentages of clauses (ii) and (iii). not to exceed 100%.

Notwithstanding anything to the contrary in the Agreement. the remedies in this Section are
the City’s sole remedies for failure to meet the goals set forth in this Section. In addition to the remedy
described in this Section for failure to meet the goals stated in Section (a)(3). the Developer agrees
and understands that it may not receive a business subsidy from the City or any grantor (as defined in
the Business Subsidy Act) for a period of five vears from the date of the failure or until the Developer
satisfies its repayment obligation under this Section. whichever occurs first.

(d) Reports. The Developer must submit to the City. a written report regarding business
subsidy goals and results by no later than March 1 of each year. commencing March 1. 2021. and
continuing until the later of (i) the date the goals stated Section (a)(3) are met: (ii) 30 days after
expiration of the period described in Section (a)(6): or (iii) if the goals are not met. the date the subsidy
is repaid in accordance with Section (c). The report must comply with Section 116J.994. subdivision
7 of the Business Subsidy Act. The City will provide information to the Developer regarding the
required forms. If the Developer fails to timely file any report required under this Section. the C ity
will mail the Developer a warning within one week after the required filing date. If. after 14 days of
the postmarked date of the warning. the Developer fails to provide a report. the Developer must pay
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to the City a penalty of $100.00 for each subsequent day until the report is filed. The maximum
aggregate penalty payable under this Section is $1.000.00 payable to the City.

(®) Audits. Upon written request of the City in any year, Developer shall retain at its
expense an independent, third party accountant to audit any job and wage report submitted by

Developer under Section (d). The Developer must deliver to the City a written report from the
accountant promptly upon completion of such audit.
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ECONOMIC DEVELOPMENT AUTHORITY OF FARIBAULT, MINNESOTA

RESOLUTION 2024-14

APPROVE THE ASSIGNMENT OF AN ADDITIONAL INVESTOR,
RESTRUCTURING OF THE OWNERSHIP ENTITY, AND MORTGAGE
SUBORDINATION RELATED TO PROPERTY AT 311 CENTRAL AVENUE

WHEREAS, Faribo Downtown Central, LLC ("FDC") is the current owner of
the property located at 311 Central Avenue, Faribault, Minnesota (the
“Property”); and

WHEREAS, FDC and the Economic Development Authority of Faribault,
Minnesota (the "“EDA”) entered into loan agreements, including all
accompanying documents (Note, Mortgage, Security Agreement) dated
December 27, 2022, and June 20, 2024, for the Property (the “Loan
Agreements”); and

WHEREAS, FDC has proposed the inclusion of an additional investor to the
Loan Agreement and the Property along with FDC, with the ownership of the
Property being restructured under a new entity, Pipho Partners, LLC; and

WHEREAS, the EDA recognizes that the restructuring of the ownership and
the assignment of the Loan Agreements and the Property to Pipho Partners,
LLC will facilitate further development and investment in downtown
Faribault, consistent with the EDA’s goals; and

WHEREAS, upon the restructuring of the ownership of the Property, FDC
has requested that the Property be exempted from the terms of the Loan
Agreements - for this transaction - previously entered into with the EDA
preventing the sale, transfer, or conveyance of the Property per the terms of
the Loan Agreements; and

WHEREAS, FDC has also requested approval of the subordination of its
mortgage on the Property to the State Bank of Faribault to secure financing
necessary for the ongoing development of the Property; and

WHEREAS, the EDA has reviewed the request and determined that
approving the inclusion of an additional investor, the restructuring of
ownership and assignment to Pipho Partners, LLC, the exemption from sale,
transfer, or conveyance of the Property under the original Loan Agreements,
and the mortgage subordination aligns with the EDA’s goals to support the
revitaliztion of downtown Faribault.

NOW, THEREFORE, BE IT RESOLVED by the Economic Development
Authority of Faribault, Minnesota, as follows:

1. The EDA hereby approves the inclusion of an additional investor, the
restructuring of the ownership of the Property located at 311 Central
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Avenue, and assignment of the Loan Agreements referenced in the
above recitals to Pipho Partners, LLC.

2. The Property located at 311 Central Avenue is hereby exempted from
the terms of the Loan Agreements entered into by the EDA and FDC as
to the sale, transfer, or conveyance of the Property for this transaction
only.

3. The EDA further approves the subordination of the mortgage on the
Property to the State Bank of Faribault to facilitate necessary financing
for the ongoing development of the Property.

4, EDA staff and legal counsel are authorized to draft and revise all
necessary Loan Agreement documents to accomplish the intent of this
Resolution.

5. The recitals in the preamble of this Resolution and the exhibits
attached to this Resolution, if any, are incorporated into this Resolution
as if fully set forth herein.

6. The Chair, Vice Chair, City Staff, and City Consultants, are hereby
authorized and directed to take any and all additional steps and actions
necessary or convenient to accomplish the intent of this Resolution.

(] Lo

Rod Gramse, Chair

ADOPTED: October 17, 2024.

ATTEST:

24 WMW
W

DaV|d Wanber
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