
United States of America

State of Minnesota

County of Hennepin

CITY OF BLOOMINGTON, MINNESOTA

SENIOR HOUSING REVENUE REFUNDING NOTE

(FOUNDERS RIDGE PROJECT)

SERIES 2014A

No. R-1
$7,912,000

	Initial Interest Rate
	
	Original Issue Date
	
	Maturity Date

	
	
	
	
	

	2.96%
	
	May 21, 2014
	
	May 1, 2035



The City of Bloomington, a municipal corporation, home rule city, and political subdivision of the State of Minnesota (hereinafter called the “Issuer”), for value received, hereby promises to pay to Venture Bank (the “Lender”), or its registered assigns (the Lender and any subsequent owner of this Note being also hereinafter referred to as the “Holder”), by such means and manner as the Holder may designate in writing, solely from the source and in the manner hereinafter provided, the principal amount, plus accrued interest and prepayment premium, if any, of this Note.  The principal and accrued interest on amounts outstanding under this Senior Housing Revenue Refunding Note (Founders Ridge Project), Series 2014A (this “Note”) shall be payable to the Holder in monthly installments on the first Business Day of each month commencing July 1, 2014, and thereafter through and including May 1, 2035, to be applied first to accrued but unpaid interest on the unpaid principal amount of this Note, and second to the unpaid principal of this Note with the principal portion of each such installment being in an amount sufficient to amortize the outstanding principal balance of this Note as of May 1, 2014, in equal monthly installments by May 1, 2035 (the “Maturity Date”).  Each date of payment of interest or each date of payment of principal of and interest on this Note is hereinafter referred to as a “Payment Date.”  On the Maturity Date, all accrued and unpaid interest and the unpaid principal balance of this Note shall be paid in full.


Interest on this Note shall be payable as follows: 


A.
From the Original Issue Date through April 30, 2019, this Note shall bear interest at a fixed rate equal to the sum of the Five-year LIBOR Swap Rate, plus 265 basis points, multiplied by 0.67, but in no event shall the interest rate be less than 2.90 percent per annum.  The Five-year LIBOR Swap Rate shall be determined as of the Original Issue Date.


B.
From and after May 1, 2019, through April 30, 2024, this Note shall bear interest at a fixed rate equal to the sum of the Five-year LIBOR Swap Rate, plus 265 basis points, multiplied by 0.67.  The Five-year LIBOR Swap Rate shall be determined as of two Business Days prior to May 1, 2019 (the “First Reset Date”).  The maximum rate adjustment on the First Reset Date shall not exceed 200 basis points, but in no event shall the adjusted interest rate be less than 2.90 percent per annum or more than 6.00 percent per annum.


C.
From and after May 1, 2024, through April 30, 2029, this Note shall bear interest at a fixed rate equal to the sum of the Five-year LIBOR Swap Rate, plus 265 basis points, multiplied by 0.67.  The Five-year LIBOR Swap Rate shall be determined as of two Business Days prior to May 1, 2024 (the “Second Reset Date”).  The maximum rate adjustment on the Second Reset Date shall not exceed 200 basis points, but in no event shall the adjusted interest rate be less than 2.90 percent per annum or more than 6.00 percent per annum.


D.
From and after May 1, 2029, through April 30, 2034, this Note shall bear interest at a fixed rate equal to the sum of the Five-year LIBOR Swap Rate, plus 265 basis points, multiplied by 0.67.  The Five-year LIBOR Swap Rate shall be determined as of two Business Days prior to May 1, 2029 (the “Third Reset Date”).  The maximum rate adjustment on the Third Reset Date shall not exceed 200 basis points, but in no event shall the adjusted interest rate be less than 2.90 percent per annum or more than 6.00 percent per annum.


E.
From and after May 1, 2034, through April 30, 2035, this Note shall bear interest at a fixed rate equal to the sum of the Five-year LIBOR Swap Rate, plus 265 basis points, multiplied by 0.67.  The Five-year LIBOR Swap Rate shall be determined as of two Business Days prior to May 1, 2034 (the Fourth Reset Date”).  The maximum rate adjustment on the Fourth Reset Date shall not exceed 200 basis points, but in no event shall the adjusted interest rate be less than 2.90 percent per annum or more than 6.00 percent per annum.

E.
With respect to the interest rates described above, the following definitions are applicable: 

(i)
“Five-year LIBOR Swap Rate” means the 5-year International Swaps and Derivatives Association (ISDA) mid-market par interest rate swap rates as published by the Board of Governors of the Federal Reserve System, published in Release H.15 (currently available at www.federalreserve.gov/releases/h.15/update) as of two Business Days prior to the applicable Reset Date or, if not published on the second Business Day prior to the Reset Date, the Business Day preceding two calendar days prior to the Reset Date on which such rate is published by such publication.  Provided, however, that if such rate is not available on H.15 then such offered rate shall be otherwise independently determined by the Lender from an alternate, substantially similar independent source available to the Lender or shall be calculated by the Lender by a substantially similar methodology as that theretofore used to determine such offered rate on H.15.  Each determination of the 5-Year LIBOR/Swap Rate made by Lender shall be final and conclusive, absent manifest error.

(ii)
“Business Day” means a day which is not (a) a Saturday, Sunday, or other day on which banking institutions in the State of Minnesota are closed, or (b) a day on which the New York Stock Exchange or the Federal Reserve is closed.

(iii)
“Default Rate” means a rate of interest that is three percent (3%) above the otherwise applicable rate.

(iv)
“Rest Date” means the First Reset Date, the Second Reset Date, the Third Reset Date, or the Fourth Reset Date.


F.
All determinations of the interest rate hereunder shall be final and conclusive absent manifest error.


G.
Interest shall accrue on the principal amount of this Note remaining unpaid from time to time, computed on the basis of twelve 30-day months and a 360-day year.  


H.
All payments of principal and interest on this Note shall be applied first to accrued but unpaid interest on the unpaid principal amount of this Note, and second to the unpaid principal of this Note.


Payment of the principal of and interest on this Note shall be made in coin or currency of the United States of America which at the time of payment is legal tender for payment of public and private debts.


If a monthly installment is not paid when due and is ten or more days late, a late charge equal to five percent (5%) of the installment due shall be payable to cover the expenses in handling delinquent payments.  Late charges shall not be payable on installments which would have fallen due after acceleration upon default, unless the Holder later waives such acceleration and accepts payment of all principal then due with accrued interest at the Default Rate.  Late charges shall be added to and become a part of the next succeeding monthly payment.


The Issuer acknowledges that pursuant to Section 265(b)(3) of the Internal Revenue Code of 1986, as amended by Section 1502 of the American Recovery and Reinvestment Tax Act of 2009, this Note will be deemed to be a “qualified tax-exempt obligation” for purposes of Section 265(b)(3) of the Code.


Optional Redemption.  The principal balance of this Note is subject to optional redemption and prepayment, in whole or in part, on any Payment Date, upon thirty (30) days written notice from the Borrower to the Holder, at a redemption price equal to the sum of the principal amount of this Note to be redeemed, accrued and unpaid interest on this Note to the date of such prepayment, and a prepayment premium (the “Prepayment Premium”) determined in accordance with the following table:

	Optional Redemption Dates
	
	Prepayment Premium

	
	
	

	During the period from the Original Issue Date to and including April 30, 2015, and during the first twelve months following each Reset Date (the “First Redemption Period”)
	
	3.00%

	
	
	

	During the twelve months following the First Redemption Period (the “Second Redemption Period”)
	
	2.00%

	
	
	

	During the twelve months following the Second Redemption Period (the “Third Redemption Period”)
	
	1.00%

	
	
	

	During the twelve months following the Third Redemption Period (the “Fourth Redemption Period”)
	
	1.00%

	
	
	

	During the twelve months following the Fourth Redemption Period (the “Fifth Redemption Period”)
	
	0%


Notwithstanding the foregoing, in any calendar year, the Borrower may prepay up to fifteen percent (15%) of the outstanding principal amount of this Note without Prepayment Premium.


Mandatory Redemption.  This Note is subject to mandatory redemption under the following conditions:


A.
At the option of the Lender, this Note is subject to mandatory redemption in whole upon a Determination of Taxability on the first day of the then next succeeding month for which proper notice of redemption can be given, at a redemption price of one hundred percent (100%) of the principal amount thereof plus accrued interest to the redemption date plus any applicable Prepayment Premium.  If the Lender declines to exercise its ability to call for a mandatory redemption upon a Determination of Taxability, the interest rate on the Note, as of the Date of Taxability, (as defined in the Loan Agreement) shall be the then applicable interest rate on the Note adjusted by deleting the “0.67” numeral from each of the formula for determining the interest rate on this Note on the Original Issue Date and on each Reset Date and replacing the same with “1.00.”


B.
This Note is subject to mandatory redemption in whole, on any date upon thirty (30) days written notice from the Lender to the Borrower, from insurance proceeds in accordance with the applicable terms of the Mortgage (defined below) or from the proceeds of a condemnation award in accordance with the applicable terms of the Mortgage.


C.
This Note is subject to mandatory redemption and prepayment at the election of the Holder, in whole, on any date upon written notice from the Holder to the Borrower, following an “Event of Default” under the terms of the terms of a Loan Agreement, dated May 21, 2014 (the “Loan Agreement”), between the Issuer and the Borrower, as assigned to the Lender under the terms of an Assignment of Loan Agreement, dated May 21, 2014 (the “Assignment of Loan Agreement”), between the Issuer, the Lender, and the Borrower, or under any of the other Loan Documents (as defined in the Loan Agreement).  The redemption price of this Note, upon any such mandatory redemption and prepayment, shall equal the sum of the outstanding principal amount of this Note, plus accrued interest to the date of redemption and prepayment, plus any applicable Prepayment Premium payable with respect to this Note.


No Prepayment Premium shall be payable in connection with any prepayment of this Note made with any insurance proceeds under applicable provisions of the Mortgage or made with the proceeds of any condemnation award under applicable provisions of the Mortgage.


This Note is a duly authorized obligation of the Issuer designated as “Senior Housing Revenue Refunding Note (Founders Ridge Project), Series 2014A, issued under a resolution of the Issuer adopted on May 5, 2014 (the “Resolution”).


This Note is issued by the Issuer in the aggregate principal sum of $7,912,000 for the purpose of making a loan of the proceeds thereof to the Borrower under the provisions of the Loan Agreement.  Under the provisions of the Loan Agreement, the Borrower has agreed to use the proceeds of the Note and the proceeds of the Senior Housing Revenue Refunding Note (Founders Ridge Project), Series 2014B (the “Series 2014B Note”), to redeem and prepay the:  (i) Senior Housing Revenue Refunding Note (Founders Ridge Project), Series 2011A (the “Series 2011A Note”), issued by the Issuer in the original aggregate principal amount of $8,300,000; and (ii) Senior Housing Revenue Refunding Note (Founders Ridge Project), Series 2011B (the “Series 2011B Note”), issued by the Issuer in the original aggregate principal amount of $8,300,000.  The Series 2011A Note and the Series 2011B Note (collectively, the “Series 2011 Notes”) were issued to redeem and prepay the Revenue Note (Founders Ridge Project), Series 2010 (the “Series 2010 Note”), issued by the Issuer to finance a multifamily housing development located at 6600 Auto Club Road in the City of Bloomington, Minnesota comprised of the following:  (i) a four-story building for occupancy by seniors, comprised of fifty-six (56) independent-living apartments for seniors; (ii) a three-story building for occupancy by seniors, comprised of sixteen (16) assisted-living apartments, nineteen (19) memory-care apartments, sixteen (16) high-acuity, assisted-living apartments, and one (1) respite unit; and (iii) a two-story town center area with various amenities (collectively, the “Project”).


Under the Loan Agreement, the Borrower has agreed to repay the Note and the Series 2014B Note, together with interest thereon, in installments scheduled to be sufficient to pay the principal of and interest on this Note and the Series 2014B Note when due.  This Note and the Series 2014B are issued on a parity basis and will share equally in all payments made by the Borrower under the Loan Agreement.  The Issuer has assigned and pledged to the Lender the Issuer’s interest in the Loan Agreement under the terms of the Assignment of Loan Agreement.  To secure the timely repayment of this Note and the Series 2014B Note the Borrower has also granted a mortgage lien on the Project to the Lender under the terms of a Mortgage, Security Agreement, Fixture Filing and Assignment of Leases and Rents, dated May 21, 2014 (the “Mortgage”).  The Issuer makes no representations as to the sufficiency of the amounts, if any, that may be realized from the Loan Agreement, the Assignment of Loan Agreement, or the Mortgage in order to pay the principal of or the interest on this Note in the case of a default by the Borrower under the Loan Agreement.  Reference is hereby made to the Loan Agreement and the Mortgage for a description of the agreements and covenants of the Borrower contained therein.


Upon the sale or other disposition of the Project refinanced with the proceeds of this Note and the Series 2014B Note, pursuant to the terms of the Mortgage, the Borrower may apply the proceeds of the sale or other disposition to the payment of the principal of and accrued interest on this Note and the Series 2014B Note.  All proceeds of the Mortgage shall be applied to the repayment of this Note and the Series 2014B Note on a parity basis.


This Note is issued pursuant to and in full compliance with the Constitution and laws of the State of Minnesota, particularly Minnesota Statutes, Chapter 462C, as amended, and in accordance with the terms of the Resolution.  This Note is not a general or moral obligation of the Issuer, and the taxing power or general assets or revenues of the Issuer are not pledged to the payment of this Note or the interest thereon.  This Note is a special, limited obligation of the Issuer.  Principal of and interest on this Note is payable solely out of the revenues derived from the Loan Agreement or from security provided by the Borrower.  Neither this Note nor any of the agreements or obligations of the Issuer shall be construed to constitute an indebtedness of the Issuer within the meaning of any constitutional or statutory limitations, nor constitute or give rise to a pecuniary liability or a charge against the general credit or taxing powers of the Issuer.


This Note shall be registered and shall be transferable upon the books of the Issuer at the offices of the Issuer by the Holder hereof in person or by the Holder’s attorney duly authorized in writing, upon surrender hereof together with a written instrument of transfer satisfactory to the Issuer, duly executed by the Holder or the Holder’s duly authorized attorney.  Upon such transfer the Issuer will note the date of registration and the name and address of the new Holder upon the books of the Issuer and in the registration blank appearing below.  Alternatively, the Issuer will at the request and expense of the Holder issue a new note or notes in an aggregate principal amount equal to the unpaid principal balance of this Note, and of like tenor except as to number, principal amount, and the number and amount of the installments payable thereunder, and registered in the name of the Holder or such transferee as may be designated by the Holder.  The Issuer may deem and treat the person in whose name this Note is last registered upon the books of the Issuer with such registration also noted on this Note, as the absolute owner hereof, whether or not overdue, for the purpose of receiving payment of or on account of the principal balance, prepayment price, or interest, and for all other purposes, and all such payments so made to the Holder or upon its order shall be valid and effectual to satisfy and discharge the liability upon this Note to the extent of the sum or sums so paid, and the Issuer shall not be affected by any notice to the contrary.


Time is of the essence under this Note.  If an “Event of Default” occurs under the Loan Agreement, the Assignment of Loan Agreement, or the Mortgage, or if any other event occurs which entitles the Holder to accelerate payment under the Loan Agreement, the Assignment of Loan Agreement, or the Mortgage, then the Holder may at its right and option (subject, however, to such notice as may be required under the Loan Agreement, the Assignment of Loan Agreement, or the Mortgage) declare immediately due and payable the principal balance of this Note and interest accrued thereon to the date of declaration of such default, together with any attorneys’ fees incurred by the Holder in collecting or enforcing payment thereof, whether suit be brought or not, and all other sums due hereunder, in which event this Note shall be prepaid in accordance with the provisions hereof.  Interest shall cease to accrue on this Note from the date all sums and obligations under the Loan Documents (as defined in the Loan Agreement) have been paid and satisfied in full.


The Holder 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 subsequent event.


It is intended that this Note is made with reference to and shall be construed as a Minnesota contract and governed by the laws thereof.


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.

(The remainder of this page is intentionally left blank.)


IN WITNESS WHEREOF, the Issuer has caused this Note to be duly executed by its duly authorized officers as of the Original Issue Date.

CITY OF BLOOMINGTON, MINNESOTA

By:  
 

Its:  Mayor 

By:  
 

Its:  City Manager 

City Attorney

By:  


PROVISIONS AS TO REGISTRATION


The ownership of the unpaid principal balance of this Note and the interest accruing thereon is registered on the books of the City of Bloomington, Minnesota, in the name of the registered holder last noted below.

	Date of

Registration
	
	Name and Address of

Registered Holder
	
	Signature of Issuer

as Note Registrar

	
	
	
	
	

	May 21, 2014
	
	Venture Bank

6210 Wayzata Boulevard

Golden Valley, MN  55416
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