PORT AUTHORITY OF THE
CITY OF NORTH MANKATO, MINNESOTA
PRIVATE ACTIVITY REVENUE BOND (CONDUIT DEBT) POLICY
I.

INTRODUCTION

The Port Authority of the City of North Mankato, Minnesota (the "Port") has the authority
to issue revenue bonds pursuant to Minnesota Statutes, Sections 469.152 to 469.165 (the "Industrial
Development Act") and Minnesota Statutes, Chapter 462C (the "Housing Act"). The Board of
Commissioners of the Port (the "Board") will consider the issuance of private activity bonds (both
taxable and tax-exempt) to finance the following types of projects:

II.

(1)

Manufacturing / industrial facilities;

(2)

Multifamily housing;

(3)

Health care facilities;

(4)

Other projects on behalf of 501(c)(3) organizations; and

(5)

Other projects authorized by state statutes and federal law.

GENERAL REQUIREMENTS

The following are the general guidelines and requirements the Port will use to evaluate
requests for private activity bond financing. The Port has complete discretion regarding whether
to issue private activity bonds and reserves the right to approve or deny any and all applications.
In order to be considered for private activity bond financing, all proposals for the issuance of
private activity bonds must meet the following general requirements:
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A.

Fulfill all applicable federal and state requirements for the issuance of bonds.

B.

Comply with all applicable federal, state, regional, and City laws, including
zoning and land use regulations and ordinances applicable to the project.

C.

The applicant agrees to use the legal services of a bond attorney designated by the
Port.

III.
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D.

The applicant for bond financing and the applicant's chosen bond underwriter,
placement agent or lender shall hold the City, the Port, and their respective officers,
consultants, and agents harmless from any alleged or actual violations of any
securities laws, state or federal, in connection with the issuance of bonds for the
project. In addition, the City and the Port shall not be held responsible for any debt
repayment of the bond issue or other costs relating to the project to be financed,
should it fail financially for any reason.

E.

The Port is to be reimbursed and held harmless for and from any out-of-pocket expenses
related to the bonds including , but not limited to, legal fees, financial analyst fees, bond
counsel fees, the Port's staff expenses in connection with the application, and any
deposits or application fees required under state law in order to secure allocation of
bonding authority. The applicant must execute a letter to the Port undertaking to pay all
such expenses. A form of the required letter is set forth in Exhibit C.

F.

If the Port determines that issuance of the bonds requested by the applicant is
reasonably expected to cause governmental bonds issued by the City or the Port, as
applicable, in that calendar year to be ineligible for designation as "qualified tax
exempt obligations" under Section 265(b)(3) of the Internal Revenue Code of 1986,
as amended (also known as " bank qualified"), the applicant will be required to
reimburse the City or the Port, as applicable, at the time of issuance of the Port's
bonds, for any interest rate differential between bank qualified and non-bank
qualified bonds.

G.

Applications for financing must be made on the forms attached to this Private Activity
Revenue Bond Policy.

H.

The applicant must deposit all required fees on a timely basis.

I.

The Board may, in its sole discretion, impose conditions exceeding those required under
the City building code in respect to exterior building materials, landscaping, signage
lighting, and such other aspects as the Board may consider appropriate on a case-bycase basis.

J.

The Board may, in its sole discretion, withdraw its preliminary approval of a project
any time if in its judgment the purposes of the Industrial Development Act or the
Housing Act will not be served by going forward with the project and its financing.

TYPES OF PROJECTS
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1.

Manufacturing/ Industrial Facilities
Bonds for manufacturing facilities are issued under the Industrial Development Act
and either Section 144(a) or Section 141 of the Internal Revenue Code, as amended
(the " Code”). In addition, the bonds are generally subject to the volume cap allocation
requirements of Minnesota Statutes, Chapter 474A, as amended. The purpose of issuing
bonds for such facilities is to encourage the development of appropriate industrial projects
that will benefit the community by providing jobs and economic development, eliminating
blight, and increasing property values. Manufacturing bonds are available only for "core"
manufacturing projects, and only for relatively small manufacturers (cannot expect to have
more than the maximum IRS allowable capital expenditures in the City in the six-year
period surrounding issuance of the bonds).

2.

Multifamily Housing
Housing bonds to finance privately-owned multifamily housing facilities within the
City are authorized under the Housing Act and either (a) in the case of facilities
owned by 50l(c)(3) entities, Section 145 of the Code or, (b) in the case of facilities
owned by non-501(c)(3) entities, Section 142(d) of the Code. The purpose of issuing
multifamily housing bonds is to benefit the community by encouraging the
availability of multifamily housing opportunities for residents of the City. The City
within its sole discretion will determine whether or not to approve Housing bonds
and if so, which multifamily project or projects it will finance. All housing projects
financed with tax-exempt bonds must comply with the restrictions set for in the
Housing Act and Section 142(d) of the Code and the Treasury Regulations
promulgated thereunder.

3.

Health Care Facilities
Health care facility revenue bonds are issued to finance hospitals, nursing homes, or
assisted living facilities within the City owned and operated by 50l(c)(3) entities. Such
bonds are issued in accordance with the Industrial Development Act or the Housing Act
and Section 145 of the Code. The purpose of issuing health care bonds is to benefit the
community by encouraging the availability of affordable health care services for
residents of the City.

4.

Facilities for other 50l(c)(3) Organizations
Bonds may be issued to finance facilities within the City providing services that
benefit the City and its residents (including, without limitation, educational services)
owned and operated by 50l(c)(3) entities. Such bonds are issued in accordance with
the Industrial Development Act or the Industrial Development Act and Section 145
of the Code. The purpose of issuing such bonds is to benefit the community by
encouraging the availability of beneficial services for residents of the City.

5.

Facilities Outside of City
In the Board's discretion, bonds may be issued for any of the types of facilities described
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above in jurisdictions outside of the City, at the request of the borrower upon the consent
of the jurisdiction within which such facility is located.
IV.

V.

DESIGN AND MAINTENANCE STANDARDS
A.

The project to be financed shall use building and design materials that are in
compliance with applicable state and local building and licensing codes and
designated maintenance standards.

B.

The design and maintenance must be compatible with other neighboring land
uses, building architecture, and landscaping.

FEES
A.

A non-refundable application fee of $1,000 is due at the time the application is
made. This fee shall be due in the case of an application for either a new money
bond issue or a refunding bond issue. This application fee is in addition to the other
fees set forth below and is not a credit against said additional fees.

B.

A bond administration fee of the greater of $10,000 or 0.50% of the principal
amount of the bonds is due at the time of closing on the bonds, subject to a
maximum fee of $50,000. This fee shall be due in the case of all new money issues.

C.

For bonds to be issued to refund a bond issue previously issued by the Port or the
City and for which the bond administration fee in paragraph B was previously paid
to the Port or the City, no additional bond administration fee will be required.

D.

For bonds to be issued to refund a bond issue not previously issued by the City or
the Port, a bond administration fee of the greater of $10,000 or 0.50% of the
principal amount of the refunding bonds is due at the time of closing on the bonds,
subject to a maximum fee of $50,000.

E.

All fees and expenses in relation to the issuance of the bonds (in addition to the
foregoing application fee and bond administrative fee), including the fees of the
City's bond counsel, shall be the responsibility of the applicant, regardless of
whether the bonds are issued.

F.

For applications requiring an allocation of bonding authority from Minnesota
Management and Budget ("MMB") pursuant to the provisions of Chapter 474A, an
application, in the form prescribed by MMB, must be submitted to MMB along
with the appropriate application deposit and nonrefundable application fee due to
MMB.

VI.

REFUNDING BONDS

Previous issuance of bonds by the City or the Port does not commit the Port to the issuance
of refunding bonds at a future date. Applications for the refunding of bonds previously issued by
the City or the Port will be evaluated in terms of general benefit to the City and the Port based on
12028246v4
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such factors as financial benefit to the applicant, the project's past operating history, including
property maintenance and employment, and the applicant's future plans for operations in the City.
To the extent appropriate, the provisions of this Private Activity Revenue Bond Policy shall apply
to refunding bonds.
It is recognized that projects previously financed by the City or the Port may not have met
the foregoing requirements applicable to new financing requests. Applications that include the
refunding of previously issued bonds will be evaluated based on such factors as substantial debt
service savings, removal of bonding covenants significantly impairing the financial feasibility of
the project, significant rehabilitation or physical improvements of the property, or enhancements
to the affordability of existing rents.

VII.

POST-ISSUANCE COMPLIANCE

The Port requires that each applicant demonstrate to the Port that it will comply with
substantially the same procedures for post-issuance compliance that apply to governmental bonds under
the City's Post-Issuance Compliance Procedure and Policy for Tax-Exempt Governmental Bonds. The
Port may require that applicants retain a dissemination agent and/or an independent arbitrage consultant
for the term of the bonds.

VIII. APPLICATION PROCESS
The process for obtaining bond financing is as follows:
A.

An application for the issuance of bonds must be submitted in the form specified
by Port staff along with the required application fee. Please submit applications to:
Finance Director
Port Authority of the City of North Mankato
1001 Belgrade Ave.
PO Box 2055
North Mankato, MN 56002-2055

12028246v4

B.

Port staff will complete an initial review to evaluate the proposal and determine
whether it qualifies for consideration for financing.

C.

Staff will consult with the Port's bond counsel to verify the project's qualifications
for financing.

D.

For bonds requiring a bond allocation from the Department prior to issuance, the
proposal will be presented to the Board for a preliminary resolution. The resolution
will identify the preliminary intent of the Port to issue bonds, a description of the
proposed project, and the amount of bonds to be issued. Upon adoption of the
preliminary resolution, the applicant, working with the Port's bond counsel, shall
prepare the application to be submitted by the Port for a bond allocation to MMB.

E.

All bonds for new money projects described in this Private Activity Revenue Bond
Policy require a public hearing, which shall be held by the Port on behalf of both
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the Port and the City. Following such public hearing, the Port will adopt a final
bond resolution approving the documentation to be executed by the Port and
authorizing the execution of said documents and the issuance of the bonds. In
addition, following such public hearing, the City will adopt a resolution consenting
to the issuance of the bonds by the Port.
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F.

Housing bonds under Chapter 462C require, prior to publication of notice of the
public hearing, submission of a Housing Program to the regional development
commission. The Housing Program must be approved by the regional development
commission.

G.

Prior to the issuance of bonds under Minnesota Statutes, Section 469.152 to 469.165
(i.e. bonds that are not housing bonds issued under the Housing Act), and following
the public hearing, the Port must file an application for approval of the bond issue
with the Minnesota Department of Employment and Economic Development
("DEED"). The application is considered routine if the proper documentation is
filed, including the completed application form, the Port's bond resolution, a
preliminary bond counsel opinion, evidence of the public hearing, and a letter of
preliminary intent from the applicant's chosen bond underwriter, placement agent,
or lender to underwrite the bond issue. DEED approval is required before issuance
of the bonds.

H.

Until the bonds are issued, the Port reserves the right to:
(1)

Reject applicant's choice of underwriter, trustee, paying agent, placement
agent, or legal counsel.

(2)

Require corrections or amendments to any legal document.

(3)

Reject the proposal and the issuance of the bonds if the Port determines, in
its sole discretion, that the financing is not in furtherance of the City's or the
Port's goals or is otherwise unacceptable, even if preliminary approval for
the proposal or any part of the proposal being separately considered has
previously been given.
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APPROVED AND ADOPTED this ___ of _________, 20__ by the Board of Commissioners
of the Port Authority of the City of North Mankato, Minnesota.
PORT AUTHORITY OF THE CITY OF NORTH
MANKATO, MINNESOTA

ATTEST:

By:
_________________, Chair

_

______________________, Secretary
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