REQUEST FOR ECONOMIC DEVELOPMENT AUTHORITY ACTION
Date:
Item No.:
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1/14/2019
5.c

City Manager Approval

Review Previous Business Loan Program and Discuss Possible Future
Business Loan Program

BACKGROUND
Economic Development staff was approached by a business that would like to do a substantial
facade improvement on the Jiffy Lube building located at County Road D and Fairview. The
business would plan to use the building for office use. Currently, the costs for such façade
improvements are more than a first mortgage can support.
The City previously offered a program that helped businesses fund such improvements
(Attachment A). Staff has reviewed the terms and mechanics of the previous program and asks
the Roseville Economic Development Authority (REDA) to discuss the possibility of reinstating
the program. If the members of the REDA are interested in resuming the program, Staff will need
to collaborate with the attorney for the REDA to update the terms of the program in order to meet
all current State of Minnesota and Department of Employment and Economic Development
(DEED) requirements. Details of typical underwriting for a credit worthy business in today’s
economic climate is provided below per North American Bank:
Interest Rates:
Fixed Rate:
Terms:
Loan to Value:

5.5%-6.5%
5 years
15-20 years
75-80% based upon
ownership structure

Previously, the City provided eight such mortgages (by way of a second mortgage) to businesses
in Roseville for such improvement purposes and all the loans were repaid in full (Attachment B).
All the underwriting and servicing of the loans was provided by the originating bank. The funds
used in the previous program were from an existing Tax Increment Financing (TIF) pool which is
now depleted.
If the REDA is interested in starting a similar program, the existing fund balances from the former
Roseville Housing Redevelopment Authority (RHRA) levy balances can be used (Attachment C).
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A legal opinion from the attorney for the REDA (Attachment D) identifies the extent to which
funds previously levied under the RHRA may be used.
BUDGET IMPLICATIONS
This report is for discussion only at this time.
STAFF RECOMMENDATION
Discuss Previous Business Loan Program and Provide Direction to Staff.
REQUESTED COUNCIL ACTION
Discuss Previous Business Loan Program and Provide Direction to Staff.
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Prepared by:
Attachments:
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Jeanne Kelsey, Housing and Economic Development Program Manager, 651-792-7086
A: Roseville Business Loan Program
B: Business Loans Previously Provided by City of Roseville
C: Fund Balances as of December 31, 2018
D: Legal Opinion from Attorney Martha Ingram

Attachment A

Roseville Business Loan Program
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Section 1.

The Roseville Business Loan Policy is a document used to guide decisions relating to the
use of the revolving funds from Roseville’s Small Business Revolving Loan Fund. The
Business Loan Policy is reviewed and revised periodically by the City Council to ensure
that the funds are being used effectively and efficiently, meet the economic development
policies outlined in the comprehensive plan.

Purpose and Goals.

The City of Roseville provides low interest loans to businesses using existing Economic
Development Funds and its loan proceeds. The purpose of the business loan program is
to:
•

Create new employment or maintain existing employment; and

•

Encourage improvements that provide additional investment into existing business
real estate.

The goals of the programs are as follows:
•

Create and retain permanent private-sector jobs in order to create economic growth;

•

Stimulate and/or leverage private investment to ensure economic renewal and
competitiveness;

•

Stabilize, diversify and expand the local tax base;

•

Improve employment and economic opportunity for citizens in the region to create
a positive standard of living;

•

Improve the aesthetics of property that will help maintain a positive balance
between the living and working environment of the community;

•

Provide opportunities to align jobs with local housing to reduce transportation
congestion.

Roseville Business Loan Policy
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•

Eliminate sources of contamination as well as polluted soil areas; and

•

Stimulate productivity growth through improved technologies.

Section 2.

Loan Policies Summary.

1. Loan Structure
•
•
•

Each City loan must be matched on at least a 1:1 ratio with a bank loan. The
City’s minimum loan amount is $2,500 and maximum loan amount is $25,000.
The City’s portion of the loan will be at 2% fixed interest rate. The participating
bank would be required to, at a minimum, match the City loan amount at
commercial lending rates not to exceed 2.5 percent above prime.
The term of the City loan will be at the recommendation of the participating bank
but will not exceed 10 years.

2. Eligible Improvements
•
•
•
•
•
•
•

Repair storefronts, windows, doors, decorative applications, exterior finishes and
lighting.
Interior improvements that would result in the growth and expansion of the
business (tenant improvement would be evaluated on a case-by-case basis.)
New or upgraded landscaping, sidewalks and street trees.
Upgrade or replace Business Signage.
Parking lot redesign and repair.
Stormwater improvements.
Upgrade facility to comply with American with Disabilities Act.

3. Ineligible Improvements
•
•
•
•
•
•

Refinancing of existing debt
Equipment financing
Non-fixed improvements
Working capital
Inventory
Sweat equity

4. Minimum Requirements
•

The participating bank must service the City’s portion of the loan at no cost to the
City. A signed Participation Agreement between the bank and the City is required.

•

Each loan shall only be approved after satisfactory recommendation by the
participating bank and approval by the Roseville City Council. Loans under

Roseville Business Loan Policy
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$5,000 require a satisfactory recommendation by the participating bank and
approval by the City Manager but do not require City Council action.
•

The City loan requires the personal guarantees of all the individuals who own
more than 20 percent interest in the company. The City will accept a subordinate
position to the participating bank.

•

The participating bank must use all customary lending practices in determining
eligibility for the loan to ensure repayment of the loan. The participating bank
shall provide the City with a written recommendation on the loan feasibility prior
to City approval.

•

Loan disbursements shall be the responsibility of the bank. The bank shall make
payments to the City on the City’s proportionate share of the loan once a month.
Loan prepayments are accepted without penalty. The City must receive its
proportionate share of any prepayments.

•

All improvements must conform to current City zoning, building codes and
ordinances. Any outstanding taxes, assessments and fees must be made current
prior to loan approval.

•

The City portion of the loan is not assumable upon the sale of the business. . The
loan will be due and payable in full if the company no longer resides within the
City limits.

•

A City application must be completed. In addition, a scope of work with
construction bids must be submitted prior to the issuance of the loan. The City
will conduct final inspections to ensure that the work was completed as noted in
the application and scope of work.

5. Ineligible Business Activities (per SBA Standards)
•

Nonprofit organizations and institutions

•

Real estate investment and speculative activities

•

Home based businesses

•

Pyramid sales plans

•

Illegal and gambling activities

•

Academic schools

Roseville Business Loan Policy
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Business_Loan_Summary_05

Company

Loan Amt

Participating Bank

Jobs
Created

Private
Investment

Charles Cabinets
3090 North Cleveland Ave

$25,000 North American Banking

3

$

425,000

Countryside Restaurant
2851 N. Snelling Ave

$20,000 Community National Bank

0

$

20,800

Cox Insurance
3116 Fairview

$25,000 St. Anthony Park Bank

12

$

750,000

L.J. Olson Heritage LLC (Cryogenic Labs)
1944 N. Lexington Ave

$25,000 North Star Bank

5

$

665,000

0

$

6,055

1

$

141,032

Rymer-Hadley Academy of Fine Arts
2256 Lexington Ave

$6,055 Community National Bank

Suburban True Value Hardware
1930 Lexington Ave.

$25,000 Norwest Bank

Baked Inc (The Press)
2230 Albert Street

$25,000 North American Banking

4(ft), 6(pt)

$

309,000

Ranstran Corporation - Lenfer Transmission
3114 Lexington Ave

$25,000 North American Banking

4

$

461,875

29(ft), 6(pt)

$

2,778,762

Summary Totals

$176,055
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Memo
To:

Pat Trudgeon, EDA Executive Director
Thomas Paschke, Interim Community Development Director
Jeanne Kelsey, Housing & Economic Development Manager

From: Chris Miller, Finance Director
Date: January 8, 2019
Re:

Summary of Available Funds for the Roseville EDA

Pat, Thomas, and Jeanne,
The information below contains a brief overview of the funds available to the Roseville Economic
Development Authority for the period ending 12/31/18 (preliminary). As you know, for legal and
management purposes these monies are segregated into six separate funds that carry varying
restrictions. They include:







Community Development Block Grant (CDBG) Program (Fund 721)
General Housing & Redevelopment Programs (Fund 723)
Housing Replacement / Single Family Construction Program (Fund 720)
Property Abatement Program (Fund 722)
Multi-Family & Housing Program (Fund 724)
General EDA Operating Program Fund (Fund 725)

The Community Development Block Grant (CDBG) Fund is governed by an agreement with
Ramsey County in accordance with federally-established CDBG requirements.
The General Housing & Redevelopment, Housing Replacement, Property Abatement, and MultiFamily Programs were previously managed by the City’s Housing & Redevelopment Authority
(HRA). The Roseville EDA/HRA Attorney has opined that these monies can only be spent for
activities permitted under the statutory HRA laws.
Finally, the General EDA Program Fund can only be used for any activities permitted under the
statutory EDA laws. Similar to the City’s General Fund, this fund serves as the EDA’s primary
operating fund and includes on-going staffing & legal representation, studies & analyses,
marketing efforts, and other costs.
Because the only on-going funding source for General EDA Programs is the property tax levy, this
fund should maintain a minimum 35% cash reserve level, as measured at year-end, to provide for
operational needs in between tax levy collection periods.
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The available funds as of 12/31/18 (preliminary) is shown in the chart below:

Program
CDBG Program
SF Revolving Loans Held by CRF
Housing Replacement / SF Construction
Property Abatement
Multi-Family & Housing Program
General EDA Programs *

PRELIMINARY
12/31/2018
Funds
Available
$
295,492
576,339
406,769
128,023
1,670,341
235,808
Total Available Funds $
3,312,772

* A minimum of 35% of next year's operating budget will be needed at year-end to
meet cash-flow needs in-between tax levy collection periods.
Recommended Cash Reserve Amount based on 2019 Budget is $148,280

The year-end cash available in the General EDA Programs Fund is higher than expected due to
lower 2018 spending in the Ownership Rehab, Marketing Studies, and Economic Development
programs. As a result, the reserve level stands at 56% going into 2019. Had the EDA/City Council
not removed $200K in proposed funding for new initiatives when setting the final 2019 Budget,
the reserve level would have been at 38%.
In addition to these amounts, the EDA also has a number of outstanding loans and mortgages that
will provide varying levels of income in future years. They are summarized in the table below.
PRELIMINARY
12/31/2018
Loan/Mortgage
Value
Program **
CDBG: 960 Lovell
$
14,022
CDBG: Sienna Green
383,881
52,789
CDBG: 1125 Sandhurst
CDBG: 1491 Applewood Court
59,000
CDBG: 1497 Applewood Court
59,000
General Housing Programs: CRF
344,386
Housing Replacement / SF Construction: 1481 Applewood Ct.
55,000
Housing Replacement / SF Construction: 1491 Applewood Ct.
36,000
Housing Replacement / SF Construction: 1497 Applewood Ct.
28,000
Multi-Family & Housing Program: Sienna Green
18,301
Total Loan/Mortgage Value $ 1,050,378
** The City has a 2nd or 3rd mortgage position on all Program loans

Finally, I will note that the City also holds approximately $781,000 in the SE Roseville
Redevelopment Fund (Fund 428). You will recall that the source of these funds was the City’s
former TIF District #12: Arona Site which was decertified in 2016.
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MEMORANDUM
TO:
FROM:
DATE:
RE:

Jeanne Kelsey, Housing and Economic Development Program Manager
Martha Ingram, Kennedy & Graven, Chartered
September 20, 2017
HRA Tax Levies

You have requested an explanation of the authorized uses for levy dollars generated by the
Roseville Housing and Redevelopment Authority (“HRA”) prior to the transfer of its powers to
the Roseville Economic Development Authority (“EDA”). This type of levy is sometimes referred
to as the “HRA levy” and is described as follows.
The law governing HRAs is codified at Minnesota Statutes, Sections 469.001 to 469.047 (the “HRA
Act”). Under Section 469.033 of the HRA Act, an HRA may levy a tax on its area of operation for
the purposes authorized under the HRA Act, subject to consent by the city council. The levy may not
exceed .0185 percent of the taxable market value in the City. The “area of operation” of the authority
is the boundaries of the City. The HRA historically exercised its authority to levy this tax, and
allocated the levy dollars to the Roseville Multi-Family Rental Program, which was intended to assist
the owners of multi-family rental properties with exterior and interior improvements and
rehabilitation of those properties.
Under Minnesota Statutes, Section 469.091, an economic development authority has all the powers
of a housing and redevelopment authority under the HRA Act, unless those powers are limited by
the City’s enabling resolution that established the authority. The enabling resolution that
established Roseville’s EDA contained no such limitations, and in fact transferred the powers of
the City’s HRA to the EDA, including the HRA’s existing programs and funds. Therefore, the
EDA may essentially act as a housing and redevelopment authority and exercise all powers under
the HRA Act, as well as exercising its economic development powers under Minnesota Statutes,
Sections 469.090 to 469.1081 (the “EDA Act”).
Since the EDA has all the powers of a housing and redevelopment authority, the EDA may levy
an HRA levy under Section 469.033 of the HRA Act, subject to the same limitations and
procedures that would apply if it were levied by a housing and redevelopment authority. The EDA
has not levied taxes under its HRA levy authority since this authority was transferred to the EDA
(instead, it has levied under separate authority expressly granted to economic development
authorities under the EDA Act). However, due to underutilization of the Roseville Multi-Family
Rental Program, the HRA levy funds allocated to this program are mainly intact, and the program
has accumulated a fund balance of around $1.5 million. You have asked whether the funds
allocated to this program may be used for other purposes.
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The short answer is yes. HRA levy funds that have been allocated to a particular program, but
which have not been contractually committed to a specific use under that program, may be used
for any other use authorized under the HRA Act. The HRA levy has only one important limitation
that bears directly on the question of authorized use. That is, Minnesota Statutes, Section 469.033,
subd. 6 provides that the proceeds must be used only “for the purposes of [the HRA Act].” Those
purposes, broadly, include redevelopment to correct or prevent blight, and development of or
assistance to housing for low or moderate income persons. HRA levy dollars should not be used
for economic development purposes such as assistance to a developer of a new business
constructed on previously undeveloped land.
To a large extent, the prohibition against economic development uses of HRA levy dollars is
academic in an established first-ring suburb such as Roseville. The city has been almost
completely developed, and most (if not all) projects presented to the EDA involve redevelopment
in one form or another. Therefore, although the EDA should be aware of the prohibition against
“straight economic development” when considering uses for its HRA levy dollars, in practical
application there will be very few instances where a proposed economic development use for these
funds cannot be reasonably connected to a redevelopment-related purpose. Examples of
authorized uses for the HRA levy include (and this is by no means an exclusive list) deposit into
an EDA revolving loan fund, grants or loans to developers to assist with the cost of affordable
housing, acquisition of blighted property for housing and/or redevelopment, construction or
replacement of infrastructure related to housing or redevelopment projects, incentives to
homeowners or commercial property owners for rehab, or staff and/or consultant time spent on
housing and redevelopment matters.
If you have further questions on this matter or wish to discuss specific proposed uses of the HRA
levy, please give me a call.
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