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SENT WITH PRELIMINARY AGENDA 3/29/85

Applications from Brutger Companies for variances
for multi-family housing (5): site plan.

Planning Comm. minutes of 3/11l.

Appli. of Jane Elsen for Tri-City Airport Comm.

Memo from City Engr. of 3/27 re bids for light
tractor-mower.

Memo from City Engr. of 3/28 re surety substitution
re Rostamo's (Mr. Bob's).

Expense report from Mayor Aaker.
Expense report form.

Memo to Councilmembers from Art Cunningham, Chair,
Civil Service Comm. of 3/27 re rules & procedures.

Memo to City Mgr. and notice re Environmental Comm.
workshdép on energv and environment.

Letter from Dist. 281 re joint elected City official
and School Board meeting scheduled for 4/11/85.

Newsletter.
Park & Rec. Adv. Comm. agenda for 4/3.
SENT WITH AGENDA 4/2/85

Memo from Community Development Corp. of 3/27/85
re proposed cuts in Federal Budget affecting
Lower Income Housing sent to Council.

Travel expense report of Betty Herbes.

Labor Agreement with Local #44 (Police Officers)
dated 4/1/85 in memo to Council from Ass't. Mgr.




COUNCIL AGENDA
April 2, 1985

Pursuant to due call and notice thereof, the regular meeting of the Crystal City Council
was held on April 2, 1985, at 7:00 P.M., at 4141 Douglas Drive, Crystal, Minnesota.
The Secretary of the Council called the roll and the following were present:

Councilmembers Staff

_____ Schaaf -~ Irving
Smothers W/ Kennedy
Herbes L Oison
Pieri / ______ Sherburne

Aaker 2 Peterson

—_—

Moravee Deno
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‘Mayor led the Counei d the audience in the Pledge o egiance to the Flag.
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e Mayor presented commendation awards to officers of the Crystal Police Department

for certain activities. r 2
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CONSENT AGENDA

Set 7:00 P.M., or as soon thereafter as the matter may be heard, April 16, 1985, as
the date and time for the public hearing at which time the City Council will sit as a
Board of Adjustments and Appeals to consider a variance to expand the non-conforming
use at 4009 Douglas Drive.

Set 7:00 P.M., or as soon thereafter as the matter may be heard, April 16, 1985, as
the date and time for the public hearing at which time the City Council will sit as a
Board of Adjustments and Appeals to consider variances for the multi-family housing
project in the Bass Lake Road/Becker Park area as requested by Brutger Companies.

The City Council considered setting May 4, 1985, 10:00 A.M. to 12:00 Noon at the
Crystal City Garage, as the date and time for the Police Department bicyele auetion
in the City of Crystal. '

Moved by Councilmember and seconded by Councilmember - to remove
items y and from the Consent Agenda.
Motion Carried.

Moved by Councilmember [ﬁL and seconded by Councilmember 7/)7 tcu;@g_g_ye
the Consent Agenda. Qdotion Carne‘t};v

—




Council Agenda -2 - April 2, 1985

REGULAR AGENDA

It being 7:00 P.M., or as soon thereafter as the matter may be heard, Mayor Aaker
declared this was the date and time as advertised for the public hearing, at which
time the City Council will sit as a Board of Adjustments and Appeals, to consider a
request from Ronald Harrington for a variance of 3' in the required 60' lot width to
build a 16' x 24' family room and a 12' x 24' deck at 4300 Brunswick Avenue North.
The Mayor asked those present to voice their opinions or ask questions concerning the
variance. Those present and heard were:

Moved by Councilmember _,é—,é and seconded by Councilmember _<¥ to approve,
as recommended by and based on the findings of fact of the Planning Commission, the
authorization to grant a variance pursuant to Section 515.15, Subd. 2a) 1) to allow
construction of a 16' x 24' famﬂy room addition and a 12' x 24' deck at 4300 Brunswick

Avenue North as requested in Variance Application #85-8. o
. i
Moved by Councilmember _and-seconded\by Councilm to (deny)
(econtinue until s L thWon #85-8,

It being 7:00 P.M., or as soon thereafter as the matter may be heard, Mayor Aaker
declared this was the date and time as advertised for a public hearing, at which time
the City Council will sit as a Board of Adjustments and Appeals, to consider a request
from John J. Day for a variance of 7,500 sq. ft. in the required 22,500 sq. ft. in lot area
to allow the construction of Meineke Muffler Shop at 5259 Douglas Drive. The Mayor
asked those present to voice their opinions or ask questions concerning the variance.
Those present and heard were:

T

Moved by Councilmember and seconded by Councilmember to approve
the authorization to grant a variance pursuant to Section 515.35, Subd. 4c) 4) to allow
a variance.of 7,500 sq. ft. in the required 22,500 sq. ft. in lot area to allow construction
of Meineke Muffler Shop at 5259 Douglas Drive as requested in Variance Application
#85-3T. Motion Carried.

Moved by Councilmember _ﬁﬁ and seconded by Councilmember./  to (deny)
(contmue until J , |, P the discussion of) Variance Application #85-
3T. i C—Motmn-f;‘arned

B ol i




" Council Agenda il e April 2, 1985

3. \//It being 7:00 P.M., or as soon thereafter as the matter may be heard, Mayor Aaker
declared this was the date and time as advertised for a public hearing, at which time
the City Council will sit as a Board of Adjustments and Appeals, to consider a request
from Dennis Persons, Crystal Linoleum and Carpet, for a variance in location of the
barrier ecurb to 0' from the lot line in lieu of the required 5' from the lot line at 5430
Douglas Drive. The Mayor asked those present to voice their opinions or ask questions
concerning the variance. Those present and heard were:

s Yl G AP

Moved by Councilmember and seconded by Councilmember to approve
the authorization to grant a variance to locate the barrier curb 0' from lot line in lieu
of the required 5' from lot line, at 5430 Douglas Drive as requested in Variance
Application #85-11. Motion Carried.

Moved by Councilmember C[jD and seconded by Councilmember )77 to (deny)
(continue until }_, LR (€I the discussion of) Variance Apphcatmn #85-
11. ( ' M&ion Carrled‘\

The City Council considered the continued public hearing regarding a request for
industrial revenue bonds from Crystal Linoleum, 5430 Douglas Drive, continued from
March 19, 1985 Council meeting. The Mayor asked those present to voice their opinions
-or ask questions concerning the request. Those present and heard were:

76.@,.\ /dﬂ gkm

Moved by Councilmember Q and seconded by Councilmember z_’E 2 to adopt
the following resolution, the reading of which was dispensed with by unanimous consent:

RESOLUTION NO. 85-

RESOLUTION GIVING PRELIMINARY APPROVAL TO A PROJECT
UNDER THE MUNICIPAL INDUSTRIAL DEVELOPMENT ACT:
REFERRING THE PROPOSAL TO THE DEPARTMENT OF ENERGY,
PLANNING AND DEVELOPMENT FOR APPROVAL; AND AUTHORIZING
EXECUTION OF A MEMORANDUM OF AGREEMENT AND PREPARATION
OF NECESSARY DOCUME TS

By roll call and voting aye: 1 ey ; voting
no: ; absent, not votmg . Motion

@solutlon declared adopted.

Moved by Councilmember and seconded by Councilmember to (deny)
(continue until the discussion of) industrial revenue bonds for
Crystal Linoleum and Carpet. Motion Carried.




Council Agenda -4 - April 2, 1985

S. The City Council considered the Second Reading of an ordinance rezoning propertv at
5430 Douglas Drive From ﬁ_to PUD. (5 votes needed for approval).
= et L"‘I‘;iﬁ-&LV‘A%?\

Moved by Councilmember and seconded by Councilmember to adopt
the following ordinance:

ORDINANCE NO. 85-

AN ORDINANCE RELATING TO ZONING: CHANGING THE USE
CLASSIFICATION OF CERTAIN LANDS

and further, that this be the second and final reading.
s Motion Carried.

/ Moved by Councilmember -’ié and seconded by Councilmember _,f.} to (Geny-
(continue until . /)/ ik the discussion of) the Second Reading of an
ordinance changing the use classification of certain lands. i ('—'—==-h

M

'_ otion Carried." :

6. The City Council considered the appointment of Jane Elsen to the Tri-City Airport
Commission. . i TR ;

&/‘ﬂ-& J"“""”‘-J C /j 7\
/.

"J. — L;.m/w,;/afv’ (r ‘5/
l;-vzf : ] >/

Moved by Councilmember w/ and seconded by Councilmember _Qéy‘to appoint

Jane Elsen to the Tri-City Airport Commission. ——
Y otion Carried.
tg%;j__, Z,K’.’Z-P‘d-r = o

1 >
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7.

The City Counecil considered the Second Reading of an ordinance vacating certain
easements in Rolling Green Addition. (5 votes needed for approval)

Moved by Councilmember _ | i and seconded by Councilmember m_ to adopt
the following ordinance:

ORDINANCE NO. 85- L A
7 g?”’/ W,

£l
AN ORDINANCE VACATING CERTAIN EASEMENTSﬁ% ‘J/&'}
WITHIN THE CITY OF CRYSTAL

and further, that this be the second and final reading. Lo
Motio®_Carried.

Moved by Councilmember ___ _ and seconded by Councilmember to (deny)
(continue until the discussion of) an ordinance vacating
certain easements within the City of Crystal.

Motion Carried.

The City Council considered bids for a light tractor-mower.

Moved by Councilmember Ej and seconded by Councilmembercg?) to adopt
the following resolution, the reading of which was dispensed with by unanimous consent:

RESOLUTION NO. 85-
RESOLUTION AWARDING A CONTRACT
By roll call-and voting aye: e ; ; ; voting

’
’ Y ; absent, not voting: . Motion
casried, resolution declared adopted. :

nes :

Moved by Councilmember and seconded by Councilmember to (deny)
(continue until the discussion of) a resolution awarding a
contract. Motion Carried.
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9.

The City Council considered accepting surety in the amount of $53,000 as a guarantv
of faithful performance of certain work requirements in the condition of building permit
approval for Frank's Furniture, 5419 Lakeland Avenue North.

Moved by Councilmember ﬂ and seconded by Councilmember ‘Fé to accept
surety in the amount of $53,000 as a guaranty of faithful performance of certain work
requirements as a condition of issuance of building permit for Frank's Furniture, 5419
Lakeland Avenue North. Motionc Carried.

Moved by Councilmember (7 and seconded by Councilmember {@él to
e

(approve) (deny) (continue until the discussion of) entering
into agreement with Frank's Furniture for the purpose of guaranteeing faithful
performance for certain work requirements as a condition of issuance of building permit
for Frank's Furniture, 5419 Lakeland Avenue North, and further, to authorize t\}ée Mayor
and City Manager to sign such an agreement. Motion Carried. )

Moved by Councilmember _ﬁ{; and seconded by Councilmember (] to
(approve) (deny) (continue until the dlscussmn of) the
authorization to issue building permit for Frank's Furniture, 5419 Lakeland Avenue
North, subject to standard procedure. Motion Carrled D

The City Council considered accepting surety in the amount of $38,000 as a guarant_v
of faithful performance of certain site improvements for Rostamo's, Ine., 6014 Lakeland
Avenue North,

Moved by Councilmember _ﬁ and seconded by Councilmember %}to accept
surety of Rostamo's, Inc. in the amount of $38,000 as a guaranty of faithful performance
of certain site improvments which were required of Nancy Snyder and Mapy Schlenz
at 6014 Lakeland Avenue North. Motion-Carried.”

Moved by Councilmember and seconded by Councilmember to (deny)
(continue until the discussion of) acetepting surety in the
amount of*$38,000 for Rostamo's, Inc., 6014 Lakeland Avenue North,

Motion Carried
Moved by Councilmember and seconded by Councilmember to

(approve) (deny) (econtinue until the discussion of) entering into
agreement with Rostamo's, Ine. for the performance of site improvements at 6014
Lakeland Avenue North, and further, to authorize the Mayor and City Manager to sign

such agreement. Motion Q@.




Council Agenda -7 - April 2, 1985

11.

\2"

The City Council considered surety release in the amount of $38,000 for Nancy Snyder
and Mary Schlenz (previous owners of Mr. Bob's). :

Moved by Councilmember )7 land seconded by Councilmember Szé to release
surety in the amount of $38,000 to Nancy Snyder and Mary Schlenz, ‘and to excuse
them from their obligation to complete site improvements at 6014 Lakeland Avenue
North, as recommended by the City Engineer. Motion<Carried.’

The City Council considered the ratification of contraet with Police Officers Local #44.

7 Moved by Councilmember S‘n and seconded by Councilmember ?Lf_ to
(deny) (continue until the discussion of)
rati

ieafion of contract with Police Officers Local #44.

32> The City Council discussed possible Charter changes.

é’:; 6)(};/“7‘5“5\ ”Q/




Council Agenda April 2, 1985

Moved by Councilmember JZand seconded by Councilmember
the list of license applications.

[ 3

Moved by Councilmember __ﬁ& and seconded by Councilmember
the meeting. -




APPLICATIONS FOR LICENSE
April 2, 1985

FOOD ESTABLISHMENT - Special Food Handling ($220.00)

Munch Box Snacks, 6840-20 Shingle Creek Parkway
located in several locations in Crystal

POOL- Outdoor ($66.00)

Lou Ann Terrace Apartment, 6048 Lakeland Ave. No.
Winnetka Village Apartments, 7710 36th Ave. No.

ITINERANT - Exempt
Knights of Columbus, Tootsie Roll Benefit, Two
Days only April 26-27,1985 at banks, grocery,
shopping center with owners permission.

GAS FITTERS - ($30.25)

Heins & Sons Plumbing
PLUMBING - ($30.25)

Harris Mechanical Contracting Company
Heins & Sons Plumbing

-PEDDLERJ SOLICITOR, TRANSIENT MERCHANT - ($5.00/day)

Eva Holeton - 36th & Highway 100 April 4-/79, 1985. (70

Alan Thompson - 6000 - 42nd Ave. April 4-8, 1985. (s?

Douglas Thompson - 3550 Douglas Drive Aprill4;a, 1985. )

Evie Rader - West Broadway & Kentucky Ave. N. April 4-8, 1985.%”)
- Edward Holeton - April 7 1985, Bass Lake Road & Hye. 169. D

,7é‘¢%f&f7




March 29, 1985

Dear Councilmembers:

As you can see from the enclosed packet, the City Council meeting could
be a short one--at least in number of items. Every once in a while

we have to have a meeting like this, rather than the more lengthy ones
we've had recently.

Please note, those of you who went to Washington that Delores has put
in some travel expense report forms. At this writing, I have only re-
ceived one and’ that was from the Mayor. His is enclosed for your re-
view. If the rest of you intend to apply for your expense reimburse-
ment, please get your voucher to John before Tuesday evening so that
copies can be made for Council review. If that happens, checks can

be made the following day or so. Keep in mind they must be reviewed
before they are paid.

Chief Mossey has started giving commendation awards for certain activ-
ities in the Police Department. I thought it would be appropriate for
the Mayor to give out those awards at an open Council meeting so that
everyone in the City who desires to know about the activities of the
Police Department can f£ind out through the media or Council minutes.
Jim will be here Tuesday evening with the awards and a write-up on why
each award is being granted. This should be an on-going thing and will
involve eight police personnel for this meeting. Jim hopes they will
all be able to be in attendance for this presentation.

Because of the complexity of the bond issue, no minutes of the March
19 meeting are enclosed. They will be in the packet for your approval
for the next meetingu

Tuesday night's meeting should go somewhat as follows:

Consent Agenda

—

SUPPORTING DATA

1. Set Public Hearing to consider a re- None.
guest from Gene Brandt for a variance
to expand a non-conforming use at
4009 Douglas Drive.

Set Public Hearing to consider a re- Copy of application;
quest from Brutger Companies for var- site plan.

iances for the multi-family housing

project in the Bass Lake Road/Becker

Park area.




Councilmembers -2- March 29, 1985

The Consent Agenda is merely setting public hearings for vari-
ance reguests. One has to do with the Brutger Companies
multi-family housing project involved in the Bass Lake Road/
Becker Park redevelopment project, and consists of a portion
of the Phelps-Drake property, and Mini-Storage, property. That
public hearing will be set for April 16. The first public
hearing will be set for the same night.

The regular meeting, with some possible minor exceptions, should go
as follows:

1. Public Hearing to consider a request Planning Commission minutes
from Ronald Harrington for a variance of 3/11/85, item 8.
of 3' in the required 60" lot width to
build a 16'x24" family room and a 12'x24"
deck at 4300 Brunswick Ave. N.

Public Hearing to consider a reguest Planning Commission minutes
from John J. Day for a variance of of 3/11, item 2.

7,500 sg. ft. in the required 22,500.

sqg. ft. in lot area to allow the con-

struction of a Meineke Muffler Shop

at 5259 Douglas Drive.

This public hearing was set before the Council decided to send
the rezoning for this property back to the Planning Commis-
sion for further study. You may or may not want to act on

the variance request before a report is received from the
Planning Commission. If you want to wait, just continue

the public hearing until such time as the Planning Commis-
sion reports to you.

Public Hearing to consider a request None.
from Dennis Persons, Crystal Linoleum

and Carpet, for a variance in location

of the barrier curb to 0' from the lot

line in lieu of the required 5' from

lot line at 5430 Douglas Drive.

The Planning Commission did recommend approval. This is
that 140' strip of property south of the proposed Brutger
apartments and north of Timesavers and is part of the Bass
Lake Road/Becker Park redevelopment project.

Continued Public Hearing to consider None.
a request for industrial revenue bonds
for Crystal Linoleum, 5430 Douglas Drive.

Dave Kennedy will answer any guestions you have regarding
this item.

Consideration of the Second Reading None.
of an ordinance rezoning property at
5430 Douglas Dr. from R-4 to PUD.




Councilmembers March 29, 1985
S5 (Continued)

You may recall that we had the First Reading at the last
meeting and pertains to the above piece of property and
was recommended for approval by the Planning Commission.

Consideration of the appointment of Copy of application.
Jane Elsen to the Tri-City Airport
Commission.

We received this application this week. It is my under-
standing that Jane indicated she would be here for an
interview Tuesday evening.

Consideration of the Second Reading None.
of an ordinance vacating certain ease-
ments in Rolling Green Addition.

As you can see, this is the Second Reading. Bill explained
the reason for it at the last meeting, but if you have any
questions, I am sure he will be able to answer them Tues-
day evening.

Consideration of bids for a light Memo from City Engineer dated
tractor-mower. 3/27/85.

I believe the letter from the City Engineer is self-expla-
natory. This came in under the budget.

Consideration of changes in the None.
City Charter,

Per your instructions, we placed this item on the agenda again.
The Mayor might want to report on the reaction of the Legis-
lation Committee hearing to the two proposed changes you

made some time ago.

As always, Delores will have copies of Tom's original letter
should any of you have mislaid yours.

These are all the items we have for you for certain at this time. There
is a possibility that Frank's Furniture will be in with their bond.
If so, that will be on the agenda. Y

There is also a possibility that as late as some time today we may reach
agreement with the Police unions. 1If so, that will be on the agenda
and there may be some housekeeping items that escape us at this time.

It is guite possiblé that there might be a change in bonds with Mary
and Nancy's and the new owners of Mr. Bob's. If that happens, that
will be on the agenda.




Councilmembers _ -4 - March 29, 1985

The Police Department just advised me that they would like to have
you set the bicycle auction for May 4 at the Crystal City Garage.
This item will appear on the Consent Agenda as item $3.

I have included for your information, the following items:

Memo to City Councilmembers from Arthur Ccunningham, Chair,
Civil Service Commission dated 3/27/85.

Memo to City Manager and notice re Environmental Commission
workshop on energy and environment.

Travel expense report form.

Letter from District 281 re joint elected City officials
and School Board meeting scheduled for April 11, 1985.

Newsletter.
6. Park & Recreation Advisory Commission agenda for April 3.

I call your attention to the rules and procedures put together by the
Civil Service Commission. I have some problems with their rules and
procedures. They seem like a series of statements and direction to
staff, rather tlian rules and procedures for the Civil Service Commis-
sion. We will be discussing that with them and hopefully, agree on
something more meaningful, but if they disagree with us, they are their
rules and procedures--not ours--so they will prevail.

John is putting together the Newsletter and that should be in your
packet this evening. If you have any comments, make them to John on
Tuesday evening, or as usual, the Newsletter will go to press the
following day.

I hope the April 16 meeting is as short in number as this one is be-
cause I would hate to miss a long meeting. I'll be thinking of all
of you during my three weeks in Arizona. If you have any reason to
get ahold of me during that period of time, Delores, John and Darlene
will have my address and telephone number and I'll be as near as the
phone, that is, unless I'm out on the golf course.

I hope you all have a nice three weeks. I intend to. See you when
I get back. :




APPLICATIONS FOR LICENSE
April 2, 1985

FOOD ESTABLISHMENT - Special Food Handling ($220.00)

Munch Box Snacks, 6840-20 Shingle Creek Parkway
located in several locations in Crystal

POOL- Outdoor ($66.00)

Lou Ann Terrace Apartment, 6048 Lakeland Ave. No.
Winnetka Village Apartments, 7710 36th Ave. No.

ITINERANT - Exempt
Knights of Columbus, Tootsie Roll Benefit, Two
Days only April 26-27,1985 at banks, grocery,
shopping center with owners permission.

GAS FITTERS - ($30.25)

Heins & Sons Plumbing

PLUMBING - ($30.25)

Harris Mechanical Contracting Company
Heins & Sons Plumbing

PEDDLER, SOLICITOR, TRANSIENT MERCHANT - ($5.00/day)

Eva Holeton - 36th & Highway 100 April 4-8, 1985.

Alan Thompson - 6000 - 42nd Ave. April 4-8, 1985.

Douglas Thompson - 3550 Douglas Drive April 4-8, 1985.

Evie Rader - West Broadway & Kentucky Ave. N. April 4-8, 1985.
Edward Holeton - April 4-8, 1985, Bass Lake Road & Hye. 169.




March 28, 1985

Honorable Mayor & City Council
City of Crystal, MN

re: Surety Substitution
Rostamo's Inc.
6014 Lakeland Ave. N.

Dear Councilmembers:

As a part of the agreement in the change of ownership of the
above-captioned property is the obligation to complete the
site improvements by the new owner.

It is recommended that bond No. 348-0741 of American Insurance
Co. in the amount of $38,000 be released and C. S. McCrossan
Inc., Nancy Snyder and Mary Schlenz be excused from their
obligation to complete the work.

Tt is further recommended that bond in the amount of $38,000
be accepted from Thomas & Sons Construction Co. and that the
Mayor and City Manager be authorized to sign agreement with
Thomas & Sons Construction Co. and Rostamo's Inc. for site
improvements at 6014 Lakeland Avenue.

SlncerElj{W'\’w

William L. Sherburne, P.E.
City Engineer




March 28, 1985

Mr. John T. Irving
City Manager
City of Crystal, MN

Re: Light Tractor-Mower Bids
March 27, 1985

Dear Mr. Irving:
Sealed bids were received for the purchase of a Light
Tractor-Mower and were checked for completeness and com-
pliance with the specifications.
The tabulation is as follows:

Terra Care, Inc. »810,166.00

Joel's Mower Service*” 10,572.00

Kujawa Enterprises 10,988.00

The above prices include the trade-in of a Light Tractor-
Mower.

It is recommended that the contract be awarded to Terra
Care, Inc. in the amount of $10,166.00.

Smcemly'% ;é{éyéwﬁi

Wllllam L. Sherburne, P.E.
City Engineer




Independent School District 281
4148 Winnetka Avenue North
Minneapolis, Minnesota 55427

OFFICE OF THE (612) 533-2781
SUPERINTENDENT

March 22, 1985

Mr. Jack Irving

City Manager, Crystal
4141 Douglas Drive North
Crystal, MN 55422

Dear Mr. Irving:
The state statute that authorizes a local school district levy for Community

Education and Services, mandates that a Compliance meeting between local
elected city officials and school board members be scheduled once a year.

The District 281 1984-85 Compliance meeting will be held on Thursday, April 11,
7 p.m., Room 102, at the Robbinsdale Area, Community Education Center,
4139 Regent Avenue North, Robbinsdale.

I hope you will take advantage of this opportunity to communicate on areas
of special interest.

Sincerely,
Donna Jean Carter, Ph.D.
Superintendent of Schools

de




March 28, 1985

John T. Irving, City Manager

Naney Deno, Administrative Assistant

RE: Environmental Commission Open Forum

Attached is a flyer put together by Bob Rasmussen, member of the Environmental
Commission, concerning an open forum that the Environmental Commission wishes to
hold at City Hall, Saturday, June 1, 1985 from 9:00 A.M. to Noon.

The idea of holding an open forum is this - - to invite a commission member or a
staff member from environmental commissions of local cities surrounding the City of
Crystal. Once the members are together on Saturday, June 1st, they will be allowed
ten to fifteen minutes to discuss projects that they have completed or are thinking of
doing in their cities. It is merely a sharing of ideas between different cities'
environmental commissions.

The Commission is also thinking of filming this event to possibly show on cable in the
near future.




- -

ANNOUNCING A WORESHOF. .. '
COMMUNITY -EBRSED PROJECTE ON
EMNERGY AHD THE EMUIROHMENT

Jone | =
SATURDAY HY—t8++t, 1985

? am - 12 noon at the
CRYSTAL CITY COUNCIL CHAMEERS

Douglas Drive at 42nd Avenue North

Furpose

The purpose of this workshop is to provide an opportunity to
share the experiences, successes, failures, and future plans of
projects that energy or environmental advisory commissions have
undertaken over the past few years in their respective cities.
It will also give participants an opportunity to meet and make
contact with others interested in and working on similar projects.

Workshop Format

Each commission invited should send a representative to give an

informal overview (10 -15 minutes) of any projects that might be

of interest to other commissioners. Topice might include:

Recycling Centers

Refuse Hauling Fractices
Citywide Recycling

Energy Conservation Frojects
Fublic Awareness and Education
Water and Soil Management
Beautification Frojects

oooo0oooQOO

Time will be reserved for questions and answers at the end of
each presentation and again near the end of the morning to
revisit projects of particular interest. A slide projector and
overhead projector will be available if needed. Fortions of this

workshop may be videotaped for later broadcast on the Northwest
Community. Access Cable TV channel.

Make your reservations to attend today! Send the enclosed form to:
Ms. Nancy Assistant Admin.
Crystal City Hall
Douglas Drive and 42nd Ave. No.

Cyr=tal, MN. 55428

=== HOSTED BY THE CRYSTAL ENVIRONMENTAL COMMISSION —=—-




Workshop on

COMMUNITY-BASED FROJECTS ON
ENERGY AND THE ENVIRONMENT
une -—

June |Z
Saturday~#kwu48ih, Fam—1Z2pm

To facilitate the organization of the workshop, it will helpful

to know if vyour commission will be represented, by how

people, and who they will be. We plan to have a list

participants ready +for distribution at the meeting.
complete the form below and send it to HMs. Nancy
Assistant Administrator, Crystal City Hall, 42nd Ave. No.
Douglas Drive, Crystal, MN. S5428.

Yes, the followirg people from our commission
attend the workshop:

Name (s)

many

of

Flease

9
and

No, we will not be able to send a representative.

Flease return this form by May Bth, 1985. If you have
questions please call ;

Bob Rasmussen
Workshop Chairman
S537-4594 (home) S941-6505 (worlk)

=== SFONSORED BY THE CRYSTAL ENVIKONMENTAL COMMISSION ——-




.CRYSTAL PARK AND RECREATION ADVISORY COMMISSION

‘Agenda - April 3, 1985

Call meeting to order 7:00 p.m.
Approval of minutes.

Monthly report.

Long Range Planning Commission - Marty.

Review of Crystal Frolics meeting and City Council action
regarding Frolics. '

Review of Becker Park plans.

Review '"Life. Be In It." program.

Other business -
Fact sheet on proposed Hennepin County Park development.

Meet in committees.

Adjournment.

* Please note that the '"Life. Be In It.'"/Special Events Committee
will meet at 6:30 p.m. '




Phone: 537-8421

ADMINISTRATIVE OFFICE

March 27, 1985

CITY OF CRYSTAL COUNCILMEMBERS

Re: By Laws
Civil Serviee Commission
City of Crystal

Dear Councilmembers:

Attached are the by laws of the Civil Service Commission. This document has’ been
reviewed by the City Attorney and unanimously accepted by the Commission.

I will be happy to answer any related questions.

Sincerely,

/"/‘ tzzd'ﬁ 4 é-’- #a’z—/?//ac% ,ﬁ’

.

Arthur Cunningham,
Chair
Civil Serviece Commission

AC:djg

Attachment
ce: Thomas Aaker, Mayor
ce: John T. Irving, City Manager




BYLAWS OF THE
CIVIL SERVICE COMMISSION
CITY OF CRYSTAL

ARTICLE I. ORGANIZATION

The Chair of the Commission shall be elected by the membership at the
first regular meeting in January for a term of one year.

ARTICLE II. MEETINGS

A.

D.

E.

The Commission shall meet a minimum of 10 times per year.
Meetings are held on the first Tuesday of each month at 8:00 P.M.

The Commission may hold special meetings upon the call of the
Chair.

All meetings will be held at the Crystal City Hall.

All meetings are open to the publie, and appropriate public notice
will be posted no less than 24 hours prior to the meeting.

A quorum consists of two of the three members.

ARTICLE II. CONDUCT OF BUSINESS

A.

Only business stated in the call, or directly related thereto, may
be conducted at a special meeting.

Robert's Rules of Order, revised, shall govern the Commission in
all cases to which they are applicable and in which they are not
inconsistent with these bylaws.

Minutes of each meeting will be taken by the Civil Service
Coordinator, or a staff member.

Minutes shall include all persons present, each item discussed and
its resolution. The minutes shall become the official recording of
business transacted by the Commission.

ARTICLE IV. ATTENDANCE

- Three absences within a 12 month period by a member may result in a
recommendation by the Commission to the Mayor of the City for removal,
subject to applicable ordinance provisions.

ARTICLE V. GENERAL PROVISIONS

A.

The Chair, or designate, is the only person authorized to make
public statements on behalf of the Commission. It is encouraged
that, when possible, such statements be reviewed by the Commission.
The Mayor or City Manager should be notified in advance of the
nature of any public statement of official policy concerning the

‘Commission.




_2..

B. Proxy voting will not be allowed.

C. These bylaws are subject in all respects to the provisions of Crystal
City Code, Section 310.

ARTICLE VI. AMENDMENTS

These bylaws may be amended by majority vote of the Commission at a
regular or special meeting. Notice of the proposed amendments shall be
distributed to all members of the Commission by the Chair at least five
days prior to the meeting at which the amendments are to be voted upon.
Any member of the Commission may, in writing, propose amendments to
these bylaws.

Adopted January 2, 1985




ARCHDIOCESE OF SAINT PAUL AND MINNEAPOLIS

328 West Sixth Street
Saint Paul, Minnesota 55102

Community Development Corporation 612-291-1750
March 27, 1985 MEMORANDUM

TO: Community Leaders in the City of Crystal
- Mayor Peter Meintsma and Members of the City Council
- John Olson, Assistant City Manager
- Ann Rest, State Representative, District 46A
- Bob Ellingson, State Representative, District 47-B
- William Luther, State Senator, District 47
- John Irving, Executive Director, Crystal HRA
FROM b

oseph Errigo, President, Community Development Corporation
RE: Proposed Cuts in Federal Budget affecting Lower Income Housing

Knowing the interest within your community to secure housing for lower-
income persons, I am writing to ask for your assistance in opposing cuts
in Federal funding for lower-income housing.

The housing programs of the U.S. Department of Housing and Urban Development
(HUD) have already undergone devastating cuts over the last four years.

The $7 billion proposed HUD budget for 1986, cut from $31 billion in 1985,
would totally eliminate additional housing assistance to low- and moderate-
income people, and no new units of subsidized housing would be built. I
have recently sent letters (copy enclosed) to Senators and Representatives
from Minnesota, and Senate and House Committee members, opposing additional
cuts in Federal HUD funding for lower-income housing.

Community Development Corporation has developed housing for lower-income
persons for over 10 years in this area; many developments were backed by
funding from HUD programs. At present Community Development Corporation
is consulting with representatives from the City of Crystal to determine
feasibility of family housing.

To aid this development effort, we are asking you, as a community

leader, to actively oppose additional cuts in HUD funding. I encourage

you to write letters to members of Congress explaining the importance

of housing for lower-income families in your community, briefly summarizing
specifics of the planned housing in your community. Another action to
focus attention on this issue would be a resolution by the City Council
opposing additional cuts in the Federal housing budget for 1986.) A list
of Senators and Representatives who should receive information from local
leaders is attached; I would appreciate a copy of any correspondence you .
send.) :

If you have questions about this request, or about the process underway to
develop facilities for families in Crystal, please call me.

Your assistance can make a difference to the future of Federally-assisted
housing for low- and moderate-income persons. Thank you for your
consideration of this request.

e ‘ n
‘A recipient agency of the Annual Catholic Appeal ¥ 4 "




ARCHDIOCESE OF SAINT PAUL AND MINNEAPOLIS

328 West Sixth Street
Saint Paul, Minnesota 55102

Community Development Corporation 612-291-1750

March 12, 1985

Rudy Boschwitz
Minnesota Senator
419 Robert Street
Room 210

St. Paul, MN 55101

Dear Senator Boschwitz:

I am writing to express concern for the proposed cuts in
Federal assistance for housing for low- and moderate-income
people. Housing has already taken more cuts than any other
human service area; unless the Federal government continues
to assist the housing needs of lower income people, numbers
of homeless will continue to grow.

Community Development Corporation was founded more than 10
years ago with the premise that decent, affordable housing is
a basic human right. During that period CDC entered into a
partnership with government to sponsor 23 housing developments
in 15 Minnesota communities. Those housing developments serve
lower-income families, elderly and handicapped persons. They
would not have been produced without the direct involvement

of the Federal govermment.

Much of CDC®s focus in recent years has been on housing for
lower-income elderly. Some trends we have noted from 1978 (when
HUD programs represented 5.3% of the Federal budget) until now
(1985 budget is 2.9% of the total budget) include the following:

1. There are significant increases in the number of requests
from community organizations to sponsor and develop
elderly housing. At present, our staff is working
with local Housing and Redevelopment authorities,
churches, and community groups to plan for low-income
housing in 6 Minnesota communities: Robbinsdale, St.

Paul Park, Crystal, Edina, Fridley, and St. Paul's
West Side. We have been unable to assist many other
communities because of the limits on funding availability.

The number of applicants for new elderly buildings
sponsored by CDC has increased dramatically. As an
example, over 500 applications were requested and nearly
200 persons submitted completed applications for the

61 new units at East Shove Place in Mahtomedi in 1984.

WY s
A recipient agency of the Annual Catholic Appeal & g8 BN




Rudy Boschwit:z
Page 2 "
March 12, 1985

- -

3. Federal budget cuts have drastically reduced the
number of housing units in buildings constructed under
the HUD Section 202 Program. CDC-sponsored develop-
ments under construction in Lakeville and Maple Plain
have been limited to 24 to 38 units, respectively.
The approved site in Rogers (construction starting in
summer 1985) also will have only 24 units. These
smaller projects have marginal economic feasibility and
certain inefficiencies in the delivery of quality
management and social services.

Federal regulations now qualify only persons with:ver
low income for subsidized elderly housing. This change
lowered allowable income by over $6,000 from the
guidelines in effect until mid-1984. It is our view
that assisted housing for elderly people should be

able to serve a mixed-income population, that is persons
with low and moderate incomes.

These trends indicate increasing need for lower-income housing
for the elderly and decreasing availability of important housing
resources.

The housing programs of the U.S. Department of Housing and Urban
Development have already had devastating cuts over the last four
years. The $7 billion proposed HUD budget for 1986, cut from
$31 billion in 1985, would totally eliminate additional housing
assistance to low- and moderate-income people, and no units of
subsidized housing would be built.

Elimination of funding for these worthy programs must be opposed.

Please do all you can to assure that the funding levels for
vital housing programs are not cut further in fiscal year 1986.

Sincerely,

Enclosure: CDC Annual Report




*  WASHINGTON, D.C.

1

R PRESENTATIVES:

THE HON. WM. H. GRAY

CHAIRPERSON

HOUSE BUDGET COMMITTEE

U.S. HOUSE OF
REPRESENTATIVES

WASHINGTON, D.C. 20515

THE HON. JAMIE L. WHITTEN

CHAIRPERSON

HOUSE APPROPRIATIONS
COMMITTEE

U.S. HOUSE OF
REPRESENTATIVES

20515

" THE HONORABLE TIM PENNY
HOUSE OF REPRESENTATIVES
PARK TOWERS

22 NORTH BROADWAY
ROCHESTER, MN 55901

THE HONORABLE VIN WEBER
HOUSE OF REPRESENTATIVES
P.0. BOX 279

NEW ULM, MN 56073

THE HONORABLE
BILL FRENZEL
HOUSE OF REPRESENTATIVES
8120 PENN AVENUE SOUTH
- BLOOMINGTON, MN 55431

THE HONORABLE BRUCE VENTO

HOUSE OF REPRESENTATIVES .

150 MEARS PARK PLACE
405 SIBLEY STREET
ST. PAUL, MN 55101

THE HONORABLE MARTIN SABO
HOUSE OF REPRESENTATIVES
110 SOUTH FOURTH STREET
ROOM 462

MINNEAPOLIS, MN 55401

THE HONORABLE

GERRY SIKORSKI
HOUSE OF REPRESENTATIVES
8535 CENTRAL AVENUE, N.E.
BLAINE, MN 55434

THE HONORABLE
ARLAN STANGELAND
HOUSE OF REPRESENTATIVES
403 CENTER AVENUE,
FOURTH FLOOR
MOORHEAD, MN 56560

THE HONORABLE JIM OBERSTAR

HOUSE OF REPRESENTATIVES
231 FEDERAL BUILDING
DULUTH, MN 55802

THE HON. PETE V.DOMENICI
CHAIRPERSON
SENATE BUDGET COMMITTEE
U.S. SENATE

WASHINGTON, D.C. 20510

THE HON. MARK O.HATFIELD

CHAIRPERSON

SENATE APPROPRIATIONS
COMMITTEE

U.S. SENATE

WASHINGTON, D.C. 20510

THE HONORABLE

RUDY BOSCHWITZ
U.S. SENATOR
419 ROBERT STREET
ROOM 210
ST. PAUL, MN 55101

THE HONORABLE

. DAVID DURENBERGER
U.S. SENATOR
1020 PLYMOUTH BUILDING
12 SOUTH SIXTH STREET
MINNEAPOLIS, MN 55402




City of Crystal Councilmembers
John A. Olson, Assistant City Manager

RE: Labor Agreement with Local #44 (Police Officers)

Late Friday afternoon Mr. Irving reached tentative agreement pending your approval of
a 1985 labor contract with Local #44 (Police Officers).

The new agreement contains the following changes to the basic contract:

1. It increased salaries by 5%.

2 It increased the maximum emplover contribution for insurance by $10.00.

3. Allows employee participation in the cafeteria plan/health care expense account,
effective May 1, 1985.

4. Adds the following language to the court time provision: "Any employee who
is required to appear in court during his/her scheduled off-duty time within
twelve (12) hours of having completed either a 9:00 P.M. to 7:00 A.M. or a 11:00
P.M. to 7:00 A.M. shift shall receive a minimum of three (3) hours pay at one
and one half (1%) times the employee's base pay rate." The above hours are
indicated to cover an 8 hour and a 10 hour dog shift.

Increased the maximum vacation from 22 to 23 days whereby an employee
attaining 16 years of service would receive 23 days of vacation.
Delete the following statement regarding vacation: "Each employee must expend
a minimum of eighty (80) hours of vacation time each year" and change the next
sentence to read, "additional-earned Vacation time may be accumulated and
carried over to the following year."
Increase the detective differential by $10.00 per month.

; Change ten (10) holidays to eleven (11) holidays.

Mr. Irving indicated that these are the only items which will change in the contract
with Local #44 and has asked that vou consider and approve these changes for 1985.
Upon approval they will be retroactive to January 1, 1985 except as noted in item 3.




SENT WITH PRELIMINARY AGEMDA 4/12/85
Council minutes of 3/19/85 & 4/2/85.
Planning Commission minutes of 4/8/85.

Memo from City Engr. re site impr. at 5510-94 W,
Broadway for Crystal Gallery.

Letter from Cary Shaich, Towle Agency; summary of
Home Insurance & League premiums; 5-year summary
of Crystal premiums paid and claims paid out;
numbepus articles re insurance market.

Bid letter from City Engr. of 4/12/85, for street
maintenance materials.

Bids for bleachers at North Lions Park from City
Engr. of 4/12/85.

Memo from Ass't. City Mgr. of 4/10/84 re City
Charter Commissions of surrounding communities.

Park & Rec. Adv. Comm. minutes of 3/6/85.
Park & Rec. Dept. March report.

Memo from Ass't City Mgr. re Betty Herbes inquiry
about Police Chief's car.

SENT WITH AGENDA 4/16/85
1985 City of Crystal Budget.




COUNCIL AGENDA
April 16, 1985
Pursuant to due call and notice thereof, the regular meeting of the Crystal City Counecil

was held on April 16, 1985, at 7:00 P.M., at 4141 Douglas Drive, Crystal, Minnesota.
The Secretary of the Council called the roll and the following were present:

Councilmembers Staff

Schaaf Irving
____ Smothers Kennedy
_____ Herbes Olson
o Pheek Sherburne
____ Asgker Peterson
_@ﬁ& Moravee Deno

Rygg Ahmann

The Mayor led the Council and the audience in the Pledge of Allegiance to the Flag.

The minutes of the regular Council meeting of March 19, 1985 and April 2, 1985 were
approvea,\/\with the following exceptions:

CONSENT AGENDA

Set 7:00 P.M., or as soon thereafter as the matter mayv be heard, May 7, 1985, as the
date and time for the public hearing at which time the City Council will consider
tentative approval of the proposed plat Luke Nan Addition located at the southeast
quadrant of 47th Avenue and Hampshire Avenue North.

Set 7:00 P.M., or as soon thereafter as the matter mav be heard, May 7, 1985, as the
date and time for the publie hearing at which time the Citv Council will sit as a Board
of Adjustments and Appeals to consider a request from Mayer Electric for a variance
in the required number of off-street parking spaces (17 in the required 19) at 5128
Hanson Court.

Set 7:00 P.M., or as soon thereafter as the matter may be heard, May 7, 1985, as the
date and time for the public hearing at which time the City Council will consider
tentative approval of the proposed plat Castonia Buss Addition located at 5419 Lakeland
Avenue North. :

Set 7:00 P.M., or as soon thereafter as the matter may be heard, May 7, 1985, as the
date and time for the public hearing at which time the City Council will sit as a Board
of Adjustments and Appeals to consider a variance, in lot width at 6712 - 44th Avenue
North as requested by Ron Kubes.




Council Agenda -2 - April 16, 1985

CONSENT AGENDA (continued)

Moved by Councilmember and seconded by Councilmember to remove
items 3 : , and from the Consent Agenda. Motion Carried.

Y
Moved by Councilmember JEE zfand seconded by Councilmember E'ﬁ'}:] to approve
the Consent Agenda. Méti@a’ﬁﬁéﬁ:\:

e ——

REGULAR AGENDA

It being 7:00 P.M., or as soon thereafter as the matter may be heard, Mavor Aaker
declared this was the date and time as advertised for the public hearing, at which
time the City Council will sit as a Board of Adjustments and Appeals, to consider a
request from Gene A. Brandt to expand a non-conforming use, said non-conformity
being existing house encroaches 30' in the required 40' rear yard setback, to allow
construction of a 26' x 30' attached garage at 4009 Douglas Drive. The Mayor asked
those present to voice their opinions or,ask questions concerning the variance. Those
present and heard were: _, ,, (uj‘/ .

Moved by Councilmember é and seconded by Councilmember "Cato épprove
the authorization to grant a variance pursuant to Section 515.13, Subd. 4a) to allow -
expansion of a non-conforming use, said non-conformity being existing house encroaches
30" in the required 40' rear vard setback, to allow the construction of a 26' x 30'
attached garage at 4009 Douglas Drive, as requested in Variance Application #85-12,

Motion Carried.~

rd

Moved by Councilmemb_er----"""'/—a?d seconded by Councilmember to (deny)
(continue until 7 the discussion of Variance Application
#85-12. oz = Motion Carried.




Council Agenda -3 = Apri! 16, 1985

(/{ It being 7:00 P.M., or as soon thereafter as the matter may be heard, Mayor Aaker
declared this was the date the time as advertised for a public hearing, at which time
the City Council will consider tentative approval of proposed plat Soule Addition located
at the southeast quadrant of Lombardy Lane and U.S. Highway #169 (Lakeland Avenue),
formerly Mr. Bob's. The Mayor asked those present to voice their opinions or ask
questions concerning the proposed plat. Those present and heard were:. — JrtC |

@ved by Councilmember !i and seconded by Councilmember gé to
rove

(deny) (continue until the discussion of)
tentative approval of proposed plat Soule Addition located at the southeast guadrant
of Lombardy Lane and U.S. Highway #169 (Lakeland Avenue), formerly Mr. Bob's.

Cﬁlotlon Carrla,

It being 7:00 P.M., or as soon thereafter as the matter mav be heard, Mayor Aaker
declared this was the date and time as advertised for the public hearing, at which
time the City Couneil will sit as a Board of Adjustments and Appeals, to consider a
request from Brutger Companies for variances in lot area per unit, rear yard setback,
off-street parking in the front yard setback, required number of off-street parking
spaces, and parking stall size, at 5500 Douglas Drive. The Mayor asked those present
to voice their opinions or ask questions concerning the variances. Those present and
heard were:

Moved by Councilmember ij “and seconded by Councilmember d—to approve,
as recommended by and based on the findings of fact of the Planning Commission, the
authorization to grant a variance pursuant to Section 515.15, Subd. 2d) 4) ii), to allow
a variance of 73 units to permit a total of 160 units to be constructed at 00 Douglas
Drive, as requested in Variance Application #85-14. Motion Carried\

Moved by Counellmemberﬁ and d by Councﬂmemberg to (denv)
(continue until the _diseussion of) Variance Application
#85-14. = Motion Carried.




Council Agenda -4 - Apnl 16, 1985

B.

(' SEfL

Moved by Councilmember ;:zéjand seconded by Councilmember ;J to prove,
as recommended by and based on’ the findings of fact of the Planning Commission, the
authorization to grant pursuant to Section 515.13, Subd. 4a), a variance of 28' in the
required 40' rear yard setback and 3' in the required 15' side yard setback at 5500
Douglas Drive, as requested in Variance Application #85-15. - 4

MotloGarrled )

Moved by Councilmember d seco ed by Couuexhﬁéﬁl;' to (denv)
(continue until the n of) Variance Application #85-

15. o Motion Carrled

-

Moved by Councilmember & and seconded by Councilmember (/ tq approvey
as recommended by and based on the findings of fact of the Planmng Commis

authorization to grant pursuant to Section 515.09, Subd. 6e), a variance to allow 48
parking stalls in the front yard setback at 5500 Douglas Drive, as requested in Variance
Application #85-16. Motioﬁ Carried-

Moved by Councilmember : --"aii'dg(;&wd by Coun,cilmm;? to (deny)

(continue until s the diseussion of) Variance Application
#85-16. Motion Carried.

Moved by Councilmember ﬁ s and seconded by Councilmember ﬁé?rl rove,)
as recommended by and based on the findings of fact of the Planning Commissi
authorization to grant pursuant to Section 515.09, Subd. 8c¢) a variance of 80 outdoor
parking stalls in the required 160 stalls at 5500 Douglas Drive, as requested_i jance
Application #85-17. Mofion Carried,

__________,,/

Moved by Councilmember and-sec¢onded by Couneil to (deny)
(continue until e the'-di ion of) Variance Application

#85-17. L , Motion Carried.

Moved by Councilmember s'éﬂ and seconded by Councilmember ( { t@prov@
as recommended by and based on the findings of fact of the Planning ommission;—the
authorization to grant pursuant to Section 515.09, Subd. 4n) 1), a variance of 6" to allow
a 9' parking stall width in lieu of the required 9‘6" parking stall at 5500 Douglas Drive,
as requested in Variance Application #85-18.

Moti on\_@am ed,)
Moved by Councllmember /ﬁ%ﬁed by Councilmember—— to (deny)

(continue until : ediscussion of) Variance Application
#85-18. 5 - Motion Carried.

Moved by Councilmember \7{ and seconded by Councilmember % to
appro

(deny) (continue until the discussion of) the
eloper's Agreement with Brutger Companies for a multi-family housing project at
5500 Douglas Drive and further, to authorize the Mayor and City Manager to sign such

agreement. /;&, Lc_’/ N il @ﬁfﬁﬁ—éﬁﬁﬁeﬁ\
ARty St sg prgsE T ),

/dtz—_(/&pd?‘u j"ﬂk__(fh‘_ﬂ_\ ,
QA//&{ :'_‘\ —— f?'-—'- :S. c_tt\_‘__ﬂf_}_‘ ) /a/bj?!)] \-........_-b{/,_'.
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4, The City Council considered the Second Reading of an ordinance rezoning property at
5259 Douglas Drive from B-4 to B-3; consideration of a conditional use permit to allow
an auto repair-minor shop in a B-3 distriet; continued public hearing to discuss variance
in let area (a variance of 7500 sq. ft. in the required 22,500 sq. ft.),

%uw&mzﬁ S%}f./ .é“‘uﬁ(/if’l«a-« ?' ~

Moved by Councilmember qu 7 and seconded by Cguncilmember %: to @9&
the following ordinance: (5 votes needed for approval

ORDINANCE NO. 85-77

AN ORDINANCE RELATING TO ZONING: CHANGING THE 30
USE CLASSIFICATION OF CERTAIN LANDS /- f{ St
. E/ms

and further, that this be the second and final reading. : ™

Moved by Coj@gﬂmembif'—% and seconded-by Councilmember to (deny)

(continue until _— the-discussion of) Second Reading of an ordinance
changing_usé classification of certain lands. Motion Carried.

Moved by Councilmember [_7_;) and seconded by Councilmember 2o to(approve

a conditional use permit to allow 931 auto repair-minor shop in a B-3 district 59
Douglas Drive. QD Vo g W s Motion Carried.
Moved by Councilmember and seconded by Councilmember to (deny)
(continue until the discussion of) a conditional use permit te

allow an auto repair-minor shop in a B-3 distriet at 5259 Douglas Drive.
Motion Carried.




C.
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Moved by Councilmember zé,é and seconded by Councllmemberé t aDprove
the authorization to grant pursuant to Section 515.35, Subd. 4e) 4) a variance of 7500
sq. ft. in the required 22,500 sq. ft. in lot area to allow construction of Meinke Muffler
Shop at 5259 Douglas Drlve as requested in Variance Application #85-3T Motion

Carried. - —,
/L Y- 9'71-\ A e ‘ih—‘g/ =
Moved by Counc1lmember ed by Councilmember to (deny)
(continue until e the_disc ~Variance Application
#8531, "w. . _— Motion Carried.

The City Council considered the Second Reading of an ordinance rezoning propertv at

ot
foy ad

5430 Douglas Drive from R-4 to PUD; continued public hearing to consider a request for™ W%

a variance in the location of the barrler curb from 0' from the lot line in lieu of the |

required 5' from the lot line. Z I e T e
5

ot

J SIS c:ﬁ‘
r t/:‘/) :;-(/', \jr_‘ < f
L =

(C

o o
ey & £ e R ;".7{\ _,'f'/ /\ a/, =
] & & 7 :

L

Moved by Councilmember and seconded by Councilmember to adopt
the following ordinance: (5 votes need for approval)

ORDINANCE NO. 85-

AN ORDINANCE RELATING TO ZONING: CHANGING THE
USE CLASSIFICATION OF CERTAIN LANDS

and further, that this be the second and final reading. _ Motion Carried.
Moved by Councilmember and seconded by Councilmember to (deny)

(continue until the discussion of) the Second Reading of an
ordinance changing the use classification of certain lands. Motion Carried.

Moved by Councilmember and seconded by Councilmember to approve
the authorization to grant a variance to locate the barrier curb 0' from lot line in lieu
of the required 5' from lot line, at 5430 Douglas Drive, as requested in Variance
Application #85-11. Motion Carried.

Moved by Councilmember and seconded by Councilmember to (deny)
(continue until the discussion of Variance Application #85-
11. Motion Carried.




‘Council Agenda 2 7% April 16, 1985

6. The City Council considered setting surety as specified in the Developer's Agreement as
a guaranty of faithful performance of certain requirements in the condition of building
permit approval for Crystal Gallery for a retail and office building at 5510-94 West
Broadway, -as—recommended by-the City Engineer.-

Moved by Councilmember & and seconded by Councilmember f to set
surety as specified in the Developer's Agreement as a guaranty of faithful performance
of certain work requirements as a condition of issuance of building permit for Crystal

Gallery for retail and office building at 5510-94 West Broadway. e
Moti&; gried._)

Moved by Councilmember % and seconded by Councilmember 2/ to accept
letter of credit as specified in the Developer's Agreement as a guaranty of faithful
performance of certain work requirements as a condition of issuance of a building
permit for Crystal Gallery for a retail and office building at 5510-94 West Broadway.

(_Motion Carried.—

Moved by Councilmember ’/7D and seconded by Councilmember ¢ é’», to
(approve) (deny) (continue until the discussion of) entering
into agreement with Crystal Gallery for the purpose of guaranteeing faithful performance
for certain work requirements of the condition of issuance of Building Permit #6389
for Crystal Gallery, 5510-94 West Broadway, and further, to authorize the Mavor-and
City Manager to sign such agreement. Motién Carried.\;-.

Moved by Councilmember y‘i{a—and seconded by Councilmember 3_,4 to
(approve) (deny) (continue until the discussion of) the
authorization to issue Building Permit #6389 for a 102,000 sq. ft. retail and office

building at 5510-94 West Broadway, subject to standard procedure, as reco by
the Planning Commission. Moti¢n Carried.)
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1.

The City Council considered plans and specifications for the construction of Florida
Avenue from 55th Avenue to 56th Avenue and the authorization to advertise for bids.

et WIPTIEN
(—____Q"'{ :’) L2 & /‘ V‘b

Ny’ (s A L

j 7‘\ ,,/FZ ’/—’z/ @

Moved by Councilmember _| Z and seconded by Councilmember g&;@
nu m

the authorization to advertise for bids for the construction of Florida Ave
55th Avenue to 56th Avenue North. Motion Carried.

Moved by Councilmember and seconded by Councilmember to (deny)
(eontinue until the discussion of) the authorization to advertise
for bids for the construction of Florida Avenue from 55th Avenue to 56th Avenue North.

Motion Carried.

~

The City Council considered the First Reading of an ordinance rezoning property at
3431 Douglas Drive from R-3 (medium density residential) to R-4 (high density residential)
as requested by Julik and Adler Homes. (5 votes needed for approval)

Moved by Councilmember and seconded by Councilmember to adopt
the following ordinance: g

ORDINANCE NO. 85-

AN ORDINANCE RELATING TO ZONING: CHANGING THE
CLASSIFICATION OF CERTAIN LANDS

and further, that the second and final reading be held on May 7, 1985.
Motion Carri

Moved by Councilmember _&" and seconded by Councilmember%_
(continue until the discussion of) the First Reading o
ordinance rezoning property at 3431 Douglas Drive from R-3 (medium density residential)
to R-4 (high density residential) as requested by Julik and Adler Homes.

Motion Carried.

I AN R e e




Council Agenda -'Q - April 16, 1985

7
9. The City Council considered the City insurance program for the Year 1985-1986.

Moved by Councilmember _ﬂ]; and seconded by Councilmember &\_ tq approve,
as recommended in the memo by the Administrative Assistant, the City e
program for 1985-1986. Mo 'on@amed )

Moved by Councilmember and seconded by Councilmember to (denv)
(continue until the discussion of) the insurance program for the
 City for the year 1985-1986. Motion Carried.

0. The City Council considered final approval of plat Crystal Highlands 2nd Addition
located at 7011 and 7021 Markwood Drive. :

Moved by Councilmember an_ and seconded by Councilmember (2 to @Optf
the following resolution, the reading of which was dispensed with by unanimous consent:

RESOLUTION NO. 85- 3 |

RESOLUTION APPROVING PLAT W%""‘%/;7/f’g/

By roll call and voting aye: " ; voting
nos— ; absent, not votmg . Motion

_~carried, résolutlon ' geclared adopted.
~

Moved by Councilm}m‘:ep—%_ and seconded by Councilmember to (denv)

(continue until the dISCUSWM&] of the plat
Crystal Highlands an’Addltlon Iocted at 7011 and 7021 Markwood Drive.

Motion Carried.

S




Council Agenda - 10 =~ April 16, 1985

1. The City Council considered bids for street maintenance materials.

o~ 4
Moved by Councilmember _ / and seconded by Councilmember (Pﬁa to adopt
the following resolution, the reading of which was dispensed with by unanimous consent:

RESOLUTION NO. 85- 3 & _ gj/

RESOLUTION AWARDING A CONTRACT

By roll eall and voting aye: ] > ’ ; voting
nor— O\ . ; absent, not voting: . Motion

Wesolutlon ' declared adopted.
Moved by Councllmembéf"—““\ and seconded by Councilmember to (deny)

(continue until | the discussion-of) a resolution awarding a
~ contract. - M Motion Carried.

[12. The City Council considered bids for purchase of bleachers at North Lions Park.

ot

7 B

Moved by Councilmember (Zé'h and seconded by Councilmember ﬂﬂ‘é}t@t
nimous consent

the following resolution, the reading of which was dispensed with by unani

.
.

RESOLUTION NO. 85- 2 8(
RESOLUTION AWARDING A CONTRACT

By roll call and voting ave: ; ; voting
No:—~ ; absent, not VOtmg . Motion
( ‘carried, ijesolutlon declared adopted.

_/qoved by Councilmember Wﬂl by Councilmember to (denv)
the

(contmue until cussion of) a resolution awarding a
contract. — — e Motion Carried.




Council Agenda =1l - April 16, 1985

13. City Engineer, Bill Sherburne, appeared before the City Council to discuss the Minnegasco
Service Repair Program for the City of Crystal.

14. The City Council discussed possible Charter changes.
/ 20, 1786 aumeT
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Moved by Councilmember /{_sz-l_.and seconded by Councilmember O tcﬂg.ppr_g\gy
the list of license applications. Motio@fed.’

: .

Moved by Councilmember S and seconded by Councilmember K- to QQJourjn-"'
the meeting. Motio@




APPLICATIONS FOR LICENSE
APRIL 16, 1985

POOL - Outdoor ($66.00)

Krystal Court Apartments, 5930 West Broadway :
Krystal Court Apartments, 5930 West Broadway, wading

POOL - Indoor (Whirlpool) $110.00
Spa Petite, 111 Willow Bend

GARBAGE AND REFUSE HAULER - One addn'l truck ($16.50)

Waste Management-Blaine, Inc., Blaine, MN
ITINERANT (Exempt)

Cavanagh School Carnival, One Day Only, April 19, 1985
5400 Corvallis Avenue North

FOOD ESTABLISHMENT - VFW Post #494 ($110.00)

Eat and Run, 5222 56th Avenue North

GAS FITTERS - ($30.25)

Kraemer Heating
Thermex

PLUMBING - ($30.25)

Delson Plumbing, Inc.
Larson Plumbing, Inc.




April 12, 1985

Dear Councilmembers:
The items on the Consent Agenda are self-explanatory.

I will just make a few comments. Regarding Item #2 on the regular
portion of the agenda, the off-street parking in the front yard
setback requested by Brutger came about as a requirement from

us, even though they do not plan to build those parking spaces

at this time. They believe that the parking spaces they intend

to build now will be sufficient for their parking needs. We

can give you a more detailed explanation on Tuesday night.

On Item #5, Lincoln Properties has given us a letter of credit
in the amount of $150,000 as part of the developer's agreement.
According to Dave Kennedy, this letter of credit also covers the
items Bill Sherburne has listed in his letter regarding on-site
improvements. We will go into this matter in more detail on
Tuesday evening.

Regarding #11, the low bid for the bleachers, as you can see by
the letter in the packet, is $100 over the budget amount for the
bleachers. We are sufficiently under budget in several other
categories in the North Lions Park improvement project. There-
fore, I do not see this creating a problem._

Regarding #12, Minnegasco will conduct a service repair program
this summer in the City. It will be easier for Bill Sherburne
to explain in detail at the meeting than trying to write what
this is all about so I will leave it up to Bill to explain it
in more detail. However, if you have questions, please call me
ahead of time.

That's it for the agenda.

The last time I heard from Jack he had been playing golf several
times and the temperature was in the 90's.

We'll see you on Tuesday.

da John Olson

P. S. Dave Kennedy called me this morning regarding the develop-
ment agreement with Brutger Companies for the family housing.
He indicated that Brutger has settled its financing, but
that this financing arrangement would require a special
joint powers agreement with other cities. This all has to
be accomplished by 2pril 29. It is quite possible that
Dave will have a development agreement and a joint powers
agreement for you to consider on Tuesday night. Dave can
provide a detailed explanation at the meeting.




APPLICATIONS FOR LICENSE
APRIL 16, 1985
POOL - Outdoor (5$66.00)

Krystal Court Apartments, 5930 West Broadway
Krystal Court Apartments, 5930 West Broadway, wading

POOL - Indoor (Whirlpool) $110.00
Spa Petite, 111 Willow Bend

GARBAGE AND REFUSE HAULER - One addn'l truck ($16.50)

Waste -Management-Blaine, Inc., Blaine, MN
ITINERANT (Exempt)

Cavanagh School Carnival, One Day Only, April 19, 1985
5400 Corvallis Avenue North

FOOD ESTABLISHMENT - VFW Post #494 ($110.00)

Eat and Run, 5222 56th Avenue North

GAS FITTERS - ($30.25)

Kraemer Heating
Thermex

PLUMBING - ($30.25)

Delson Plumbing, Inc.
Larson Plumbing, Inc.




C i Y O F CRYSTAL
4141 DOUGLAS DRIVE NORTH
Crystal, MM 55422
Phone: 537-8421

Date: 3/26/85

-

TYPE OF REQUEST: ( ) Rezoning ( -) <onditional Use Permit
- > (X) Variance () Plat Approval
(

( ) Sign Variance ) Other

Street Location of Property: 5500 Douglas Drive

Legal Description of Property: 5.7 acres east of the intersection of Douglas Drive

and 55th Avenue North,

Property Identification Number:; Not Avajlable -

Owner: City of Crystal
(Print Name)

4141 Douglas Drive North, Crystal, MN 55422 < - = = - (612) '537-8421
(Address) (Phone No.)

Applicant: Brutger Companies, Inc.
(Print Name)

One Sunwood Drive, P.0. Box 399,.St. Cloud, MN 56302 (612) 252—6262
- (Address) : (Phone No.)

DESCRIPTION OF REQUEST: Allow 160 units on 5.7 acres for a density of 28 DU/Acre as

requested by Crystal HRA

' APPLICANT'S STATEMENT WHY TEIS REQUEST SEOULD BE APPROVED:
(attach additional sheets if necessary)

.To allow for project development as approved by the Crystal HRA.

!NDTEE Attach plan or survey of opromosal.

THIS PROPERTY IS: g’t"_ ’P | (/\/ é _ e

TORRENS / ABSTRACT (Avplicant's Signature):
(Circle one)

(Owner's Signature)

. (0ffice Use Only)

FEE: $ 75.00 DATE RECEIVED: 3/1*7'/5{ " RECEIPT ¢ JAB¥JY -

(Approved) (Denied) =~ Planning Commission

(Date)

(Approved) (Denied) =~ City Council

(Date)




G BV Y OF CRYSTAL

4141 DOUGLAS DRIVE NORTH
Crystal, MN 55422
Phone: 537-8421

Date: 3/26/85

TYPE OF REQUEST: ( ) ' Rezoning ( ) ,Conditional Use Permit
i (X ) Variance ( ) Plat Approval
( ) Sign Variance ( ) Other

Street Location of Property: 5500 Douglas Drive

Legal Description of Property: 5.7 acres east of the intersection of Douglas Drive

and 55th Avenue North.

Property Identification Number; Not Avajlable

Owner: City of Cry'staT

(Print Name)

4141 Douglas Drive North, Crystal, MN 55422 - -~ -~~~ (612) 537-8421
: (Address) (Phone No.)

Applicant: Brutger Companies, Inc.

(Print Name)

One Sunwood Drive, P.0. Box 399,.St. Cloud, MN 56302 (612) 252-6262

- (Address) (Phone No.)

Dgscﬁ:[p-r:[o:q OF REQUEST: Allow 12' setback around Phase II building

 APPLICANT'S STATEMENT WHY TEHIS REQUEST SEOULD BE APPROVED:
(attach additional sheets if necessary)

.To allow for project development as approved by the Crystal HRA. -

-

vNOTE}_ Attach plan or survey of oroposal.

THIS PROPERTY IS: i/tu—» P W (J |

TORRENS / ABSTRACT (Aoplicant's Signature)-
(Circle one)

(Owner's Signature)

. (Office Use Only)

FEE: $ 75.00 DATE RECEIVED: 3/1‘3-/8“5’ " RECEIPT # ) 385 %

(Approved) (Denied) - Planning Commission

(Date)

(Approved) (Denied) - City Council

(Date)




CiT T ¥ OF CRYSTAL
4141 DOUGLAS DRIVE NORTH
Crystal, MN 55422
Phone: 537-8421

Date: 3/26/85

-

TYPE OF REQUEST: ( ) Rezoning ( -) <Londitional Use Permit
X (X ) Variance () Plat Approval
(

( ) Sign Variance ) Other

Street Location of Property: 5500 Douglas Drive’

Legal Description of Property: 5.7 acres east of the intersection of Douglas Drive

and 55th Avenue North.

Property Identification Number: Not Available

Owner: City of Crystal

(Print Name)

4141 Douglas Drive North, Crystal, MN 55422 i (612')‘537-3421

(Address) (Phone No.)

Applicant: Brutger Companies, Inc.

(Print Name)

One Sunwood Drive, P.0. Box 399,‘St. Cloud, MN 56302 (612) 252-6262

- (Address) (Phone No.)

DESCRIPTION OF REQUEST: Allow front yard parking as per plan in the event that extra

parking is needed.

' APPLICANT'S STATEMENT WHY TEIS REQUEST SEOULD BE APPROVED:
(attach additional sheets if necessary)

.To allow for project development as approved by the Crystal HRA. -

.NOTE: Attach plan or survey of oronosal.

{
THIS PROPERTY 1IS: ‘?E 7éz;vhﬂ'r> I { E _

TORRENS / ABSTRACT (Aoplicant's Signature):
(Circle one)

(Owner's Signature)

. (Office Use Only)

FEE: $ 75.00 DATE RECEIVED: 3/9-‘}/?5’ ' RECEIP™ ¢ o 3 85

(Approved) (Denied) - Planning Commission

(Date)

(Approved) (Denied) - City Council

(Date)




i S o 4 OF CRYSTAIL
4141 DOUGLAS DRIVE NORTH
Crystal, MN 55422
Phone: 537-8421

Date: 3/26/85

TYPE OF REQUEST: ( ) ' Rezoning ( ) ,Conditional Use Permit
- : : (X ) Variance ( ) Plat Approval
( ) Sign Variance {( ) Other

Street Location of Property: 5500 Douglas Drive

Legal Description of Property: 5.7 acres east of the intersection of Douglas Drive

and 55th Avenue North.

Property Identification Number; Not Avajlable

Owner:_City of Crystal
(Print Name)

4141 Douglas Drive North, Crystal, MN 55422 Py ' 1612)'537-8421
(Address) (Phone No.)

Applicant: Brutger Companies, Inc.
(Print Name)

One Sunwood Drive, P.0. Box 399,.St. Cloud, MN 56302 (612) 252-6262
- (Address) (Phone No.)

DESCRIPTION OF REQUEST: Allow a parking ratio of 1.5 stalls per unit with enoUgh

designated space to increase that ratio to 2.0 per unit, should the need arise.

: APPLICANT'S STATEMENT WHY TEIS REQUEST SEOULD RBRE APPROVED:
(attach additional sheets if necessary)

.To allow for project development as approved by the Crystal HRA. -

-ﬁOTE}_ Attach plan or survey of oromosal.

THIS PROPERTY IS: S % .P WJ&E\

TORRENS / ABSTRACT (Applicant's Signature)-
(Circle one)

(Owner's Signature)

. (Office Use Only)

FEE: $ 75.00 DATE RECEIVED: 3/ 2 9 /€S ' RECEIPT # 2305Y

(Approved) (Denied) =~ Planning Commission

(Date)

(Approved) (Denied) -~ City Council

(Date)




G 1 1 OF CRYESTAT
4141 DOUGLAS DRIVE NORTH
Crystal, MN 55422
Phone: 537-8421

Date: 3/26/85

-

TYPE OF REQUEST: ( ) Rezoning ( .) Londitional Use Permit
: (X ) Variance () Plat Approval
( ) Sign Variance ( ) Other

Street Location of Property: 5500 Douglas Drive

Legal Description of Property: 5.7 acres east of the intersection of Douglas Drive

and 55th Avenue North.

Property Identification Number: Not Avajlable

Owner: City of Crystal
(Print Name)

4141 Douglas Drive North, Crystal, MN 55422~~~ - = -~ - (612) '537-8421
(Address) (Phone No.) -

Applicant: Brutger Companies, Inc.
(Print Name)

One Sunwood Drive, P.0. Box 399,.St. Cloud, MN 56302 (612) 252-6262
- (Address) . : (Phone No.)

DESCRIPTION OF REQUEST: Allow 9' parking stall width

‘ APPLICANT'S STATEMENT WHY TEIS REQUEST SEOULD BE APPROVED:
(attach additional sheets if necessary)

.To allow for project development as approved by the Crystal HRA. -

.NOTE: Attach plan or survey of oroposal.

THIS PROPERTY IS: = ){Z,.,s_ DLML_‘

TORRENS / ABSTRACT (Aoplicant's Signature)-
(Circle one)

(Owner's Signature)

. (Office Use Only)

FEE: $ 75.00 DATE RECEIVED: B/C;L? 185 " RECEIPT & A355Y -
i { s

(Approved) (Denied) - Planning Commission

(Date)

(Approved) (Denied) - City Council

(Date)
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Mr. John T. Irving
City Manager
City of Crystal, MN

Dear Mr. Irving:

The sealed bids received on April 10,

pleteness and accuracy.

BITUMINOUS PATCHING MIXTURE

April 12, 1985

BIDS - Street Maintenance Materials
Bituminous Patching Mixture

Sand

Class 5 Gravel
Granular Material

(3/8")

(5.0%

0il) AT PLANT

1985, were checked for com-
The results are as follows:

DELIVERED

Commercial Asphalt Co.
C. S. McCrossan, Inc.
Bury & Carlson, Inc.

Midwest Asphalt Corp.

BITUMINOUS PATCHING MIXTURE

(3/8")

Commercial Asphalt Co.
C. S. McCrossan, Inc.
Midwest Asphalt Corp.
Bury & Carlson, Inc.

BITUMINOUS PATCHING MIXTURE

(3/4")

Commercial Asphalt Co.
C. S. McCrossan, Inc.
Bury & Carlson, Inc.
Midwest Asphalt Corp.

BITUMINOUS PATCHING MIXTURE

(3/4")

Commercial Asphalt Co.
C. S. McCrossan, Inc.
Bury & Carlson, Inc.

Midwest Asphalt Corp.

BITUMINOUS PATCHING MIXTURE

(Winter Mix)

C. S. McCrossan, Inc.
Midwest Asphalt Corp.
Bury & Carlson, Inc.

SAND
Barton Sand & Gravel Co.

CLASS 5 GRAVEL
Barton Sand & Gravel Co.
Bury & Carlson, Inc.
Midwest Asphalt Corp.

$18.25/ton
18.75/ton
22.60/ton
22.95/ton

$19.20/ton
19.75/ton
23.95/ton
24,25/ton

$17.65/ton
17.75/ton
22.10/ton
22.95/ton

$18.60/ton
18.60/ton
23.,35/ton
23.95/ton

$26.00/ton
30,00/ton
35.00/ton

AT PIT
S 2.25/ton

$ 2.20/ton
2.50/ton
4.50/ton

$29.00/ton

$30.00/ton

$29.00/ton

$30.00/ton

DELIVERED

S 4.40/ton

$ 4.35/ton

5.00/ton




Re: BIDS - Street Maintenance Materials
April 12, 1985 ”

GRANULAR MATERIALS AT PIT
Barton Sand & Gravel Co. S 1.35/ton
Bury & Carlson, Inc. ' 2.00/ton

It is recommended that the contracts be awarded as follows:

BITUMINOUS PATCHING MIXTURE (3/8") (5.0% o0il) AT PLANT
C. S. McCrossan S18.75/ton

BITUMINOQUS PATCHING MIXTURE (3/8") (5.5% oil)
C. S. McCrossan $19.75/ton

BITUMINOUS PATCHING MIXTURE (3/4") (5.0% oil)
C. S. McCrossan $17.75/ton

BITUMINOUS PATCHING MIXTURE (3/4") (5.5% oil)
C. S. McCrossan $18,60/ton

BITUMINOUS PATCHING MIXTURE (Winter Mix)
C. S. McCrossan, Inc. $26.00/ton

SAND AT PIT DELIVERED
Barton Sand & Gravel Co. S 2.25/ton S 4.40/ton

CLASS 5 GRAVEL :
Barton Sand & Gravel Co. A5 2.20/ton S 4.35/ton

GRANULAR MATERIAL
Barton Sand & Gravel Co. $ 1.35/ton

Sincerely,

A L

William L. Sherburne, P.E.
City Engineer

WLS:jrs




April 12, 1985

John T. Irving
City Manager
City of Crystal, MN

Re: Bleacher Bids
April 10, 1985

Dear Mr. Irving:

Sealed bids were received for the purchase of four, 5-row
Bleachers for the Park Department and were checked for
completeness and compliance with the specifications.

The tabulation is as follows:

Stadiums Unlimited, Inc. $3565.00
Earl F. Andersen & Associates 3784.00
Flanagan Sales, Inc. 4000.00
West Central Recreation Supply 4410.00
P. M. Johnson's, Inc. 4620.00

It is recommended that the contract be awarded to Stadiums
Unlimited, Inc. in the amount of $3565.00.

Sincerely,

D A St eerr

William L. Sherburne,
City Engineer




April 12, 1985

Honorable Mayor & City Council
City of Crystal, MN

Re: Improvement Needs
Crystal Gallery

Dear Councilmembers:

A study was made of the improvement needs as they pertain to the
above-captioned site.

The items listed below were found to be reasonable and necessary
for the orderly development of the City of Crystal and the site,
also being in the best interests of the public:

Prepare and record plat of property.

Construct 5' wide concrete sidewalk as indicated.

Grade boulevards to conform to Crystal standards.

Construct concrete driveway apron across boulevard.

Construct 4 curb openings at driveway and repair street adjacent.

Close abandoned driveway openings in curb and repair street
adjacent.

Construct V6 cast-in-place concrete barrier curb per approved
plot plan.

Construct parking area, access aisles and drives with a minimum
of 6" Class 5 base and 2" bituminous surface.

Stripe parking stalls with white paint.

Erect 8 handicap parking stall signs.

Construct storm sewer and appurtenances to collect and dispose
of all surface water on the site.

Provide screening from adjacent property in accordance with
Section 515.07, Subd. 9, of the Crystal City Code, at loca-
tions shown on approved plot plan,

Erect stop signs at exits from parking area.

Disconnect all abandoned water services at the main.

Prepare and submit "as built" utility plans.

Designate and sign fire lanes.

Area lighting shall conform to Section 515.07, Subd. 10, of the
Crystal City Code.

Landscape all open areas.

Provide all lot irons in place and to grade at the time of final
acceptance.

It is recommended that the above work be required as a condition of
issuance of .a building permit; that the work be completed prior to
issuance of an occupancy permit but not later than June 1, 1986;

that the work be unconditionally guaranteed for a period of one year
from date of final acceptance of all the work; and that surety in the




Re: Improvement Needs
Crystal Gallery
April 12, 1985

amount of $237,000 be required as a guarantee of the faithful
performance of the above construction and requirements.

Sincerely,

T Zx St

William L. Sherburne, P.E.
City Engineer

WLS:jrs

cc: John T. Irving, City Manager
Don Peterson, Building Inspector
Lincoln Companies
7205 Ohms Lane
Edina, MN 55435




April 9, 1985

Nancy Deno
Administrative Assistant
City of Crystal

4141 Douglas Drive
Crystal, Minnesota 55422

Re: Insurance Renewal
Dear Nancy:

I have now received the renewal premiums for the City's
Insurance Program for 1985-86 which is as follows:

PROPERTY/LIABILITY PACKAGE $59,616.00 *
AUTOMOBILE $30,647.00
WORKER'S COMPENSATION $132,070.00

PUBLIC OFFICIAL LIABILITY $5,500.00
3% Tax $165.00
25.00

* If Police Professional Liability is
separately provided deduct $3.730.00.

As you have noted, the premium has increased back to a
level similar to that level of five years ago which was
prior to what has been called a soft insurance market.

I am enclosing afew articles that may help explain the
situation currently taking place with all commerical
insurance and they all highlight the fact that a severe
change in pricing, capacity and coverage is taking place
at this time. '

The Home Insurance Company has been one of the few insurers
to provide a consistant program at a competative price for
municipalities and it is well to point out they plan to
continue with this program. To do so however, does require
higher premiums at this time, and where claims have
demonstrated a rate inadequacy.

Towle Agency, Inc. ® 409 Minnesota Federal Building ® Minneapolis, MN 55402 ® (612)341-2034




Nancy Deno
April 9, 1985
Page 2

The enclosed premium and claim summary demonstrates the
past three years losses under the package policy which
exceeds the premiums by 40% and the average worker's
compensation losses have been $129,213,00 annually. This
does not allow for expenses, other margins and dividends,
and further losses you mentioned which.did not get into
the computer yet.

I would like to point out that the municipal program
has returned very significant dividends to the City.
I find we have returned the following:

1581 $21,968.15
1982 $10,984.09
1983 .$27,482.17 TOTAL PAID: $60,434,.41

I am also enclosing an additional $2,226.74 which was
just received. This is a final payment for premiums
earned in 1981.

From all this I feel the present renewal is in line
and we have been given every consideration in the
past. I feel it is best to stay with the program
even though there will be some changes in pricing
at this time.

If I can be of any further help to you, please call on
me at any time.

Very Truly Yours,
ol

Cary M. Shaich




HOME INSURANCE °

1985 RENEWAL

PROPERTY $24,653.00

GENERAL LIABILITY $34,966.00
AUTO $30,647.00

WORKER'S COMPENSATION $132,070.00

$222,336.00

* Liability if $31,236.00 if Police Professional
Liability is provided under separate policy.

Worker's Compensation Experience modification 1,12




LEAGUE OF MUNICIPATLITES PREMIUMS

1985

PROPERTY $39,882.00
LIABILITY $35,380.00

AUTO $31,393.00

WORKER 'S COMPENSATION $92,926.00

BOILER $881.00

BOND $600.00 Estimated

TOTAL PREMIUM $201,062.00

* Premium savings to exclude Policy Professional
Liability $7,959.,00,

Worker's compensation ecperience modification 1.12




'ITVE YEAR PREMIUM

YEAR

1984-85
1983-84
1982~-83
1981-82
1980-81

CITY OF

CRYSTAL.

SUMMARY :

AUTO

$22,581
$22,687
$20,629

$21,900
$29,720

WORKER'S COMPENS

aAamMmT
- -

oN

$ 79,474
$108,583
$106,985
$ 93,364
$108,609

I"IVE YEAR CLAIMS SUMMARY:
PAID INCURRED

YEAR PACKAGE AUTO WORKER'S COMP. WORXER'S COMP,

1984-85
1983-84
1982-83
18981-82
1980-81

$30,823
$30,572

AL e ]
> O b O
NO ooy

$ 570 S 13,273
$ 45,268 § 67,727
$ 2,734 $ 2;173%¢
S 87,999 $116,634
$315,765 $329,758
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February 13, 1985

Mr. Cary Shaich

Towle Agency, Inc.

409 Minnesota Feceral Building
Minneapolis, MN 55402

RE: LEAGUE OF MINNESOTA CITIES INSURANCE TRUST

Dear Cary:

Per your request the following is some information regarding
the reinsurers for the lLeague. The reinsurg154@1nniglpg§EPg
in the captioned's reinsurance program are(Mentor (57.5%),
Interamerican Re (10%), Aneco Re (15%), Inm;j ;
INA International (7.5%) and Western General (2.5%). Seventy
five percent of the League's insurance business is ceded to
these reinsurers on a quota share basis and the lLeague's net
retained 25% portion is also covered by these reinsurers on
an excess annual aggregate basis. All of the reinsurers have

had their annual financial statements filed with our office
in order to analyze the quality of their security.

As fail safe protection for the League we have required all
reinsurers to post letters of credit equal to the amount of
outstanding loss for which they are liable and the amount of
unearned premium they are holding. The letters of credit now
total $1,400,000 and the League is well protected against any
reinsurer default or insolvency. We require these letters of
credit to remain in effect until all outstanding losses are
paid by the reinsurers and all unearned premiums become earned.

Attached please find some literature regarding the League
Program and also who handles the claims.

Cary, if you have any additional comments or questions about
the ILeague's reinsurance program, please give us a call.

Sincerely,

Phaddare ol
Debbie Williams

W /ksc
Encl.

770 YORK AVENUE SOUTH « SUITE 200« MINNEAPQOLIS, MINNESOTA 55435 = (612) 830-3000 TELEX 280.382
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Manville faces propsrty claims
filed by government entities

NEW YORK—Schoo! districts and
other local government entities hur-
ried last week 1o beat the deadline for
filing claims against Manville Corp,
for alleged property damage in build-
ings containing asbestos.

According to Manville, more than
3,500 claims had been filed as of Jan,
28,

The local governments, which are
seeking to recover billions of dollars

Continued on next page
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B WASHINGTON—Cqngress is preparing to'tacklesa wide:v, A
10f bills related 10 risk yanagement and property/casualty insurance .
siissues, although.only,one of thess issues Is certain.to be enacted this -,
Iyenr,Washinglon obecryers say. iy G PMEE KL WS g b o
vsiCongress Lhis year'lmost surely will ‘reauthgrize the federal Sus |
“% perfund law, the 1980 lederal pollution cleanup law that expires In
MRUTIT Y, Strygs g B2 September;'upemuy.'l-,,-‘ § S
Congress also will consider
* ‘proposals that would establish a
federal product liability law and
- would affect the tax deductions
‘ that property/casualty Insurers
can take for loss reserves. How-
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ployee contributions to the plan.

“Itis a tremendously exciting development,” Mr, Ru-
mack says of the IRS letter,

But other experts are cautioning employers that may
be considering an asset transfer to wait until the U.S,
Depaniment of Labor and the Pension Benefit Guar-
anty Corp. have endorsed such transactions. The Labor
Department and the PEGC, along with the RS, regu-
late retirement plans,

Consultants also point out that employ-
ers could face lawsuits from participants
il assets were removed from a delined
benefit plan and the plan was later 1er-
minated without sulficient assets 1o pay
all benefits.

Mr. Rumack, though, contends asset
transfers will benefit Loth employers and
employees.

Employers will have more flexibility
in how they fund their benefil plans. An
employer, for instance, mignt be able 1o
eliminate a contribution 10 & savings plan
through an asset transfer and thus be able
to conserve corporale cash resources.

“It opens up (funding) avenues that dign't exist be-
fore,” he says.

Employees could benefit, he adds, because employers
might be more willing to set up new defined contribu-
tion plans or sweeten existing plans if they knew they
could draw on pension plan surpluses to fund the plans

If that occurs, there would be more retirement in-
come available 1o employees, Mr. Rumack says.

The IRS decision comes at a time when there is tre-
mendous employer interest in tapping surplus pension
plan assets.

By JERRY GEISEL

WASHINGTON—Employers can shift excess assets

from their defined benefit pension plans to their de-
fined contribution plans, the Internal Revenue Service
says,
" For instance. instead of contributing general corpo-
rate funds to a 401(k) salary reduction plan, a company
could transfer surplus assets from an
overfunded defined benefit plan to the
401(k) plan,

The IRS said such shifting of assets
ever, it's not likely these propos- wc_uutd be aI_]o_wcd if the employer re-
als will pass both houses this ceived an opinion from an enrolled actu-
year, observerssay, - ary that the assets in the defined benefit
- . ALY Possible changes to the MeCar- plan were more than what is required 1o
* ran-Ferguson Act, the federal law that leaves regulation of the in- pay accrued benefits 1o participants if the

surance industry to the states, also will be discussed, just as they plan is terminated.

*. have during recent congressional sessions. But the chances of aclion Such asset transfers may appeal to em-
*on such changes seem remote, experts say, : : ployers with overfunded defined benefit
* “ln addition, congressional commitiees will discuss what role the plans that want Lo recoup the excess
i banking industry should have in the insurance marketplace, The assets without terminating the plan.
.soutcome of that debate ls uncertain (B, Jan. 28). The IRS position on asset transfers is
“+. But there is virtually no doubt that Congress will pass Superfund contained in a general information letter the agency
ilegislation, since the existing law authorizing a federal hazardous- sent late last month to Frederick Rumack, director of
«waste cleanup fund will expire this year, - . tax and legal services at Buck Consultants Inc, in New
- Industry observers say the Superfund law that Congress will York. In 1980, the IRS sent a letter 10 consultant
eventually pass this year—unlike the proposal consldered last year Towers, Perrin, Forster & Crosby that appeared 10 en-
by the House of Representatives—will not sharply increase employ- dorse asset transfer. However, that letier did not pro-
ers’ liabilities. vide the kind of detail contained in the Buck letter, and
-“I'm in an upbeat mood,” eaid Leslie Cheek 111, vp-federal affairs it aroused considerably less interest, .
In Crum & Forster's Washingion office. "Now, there is a recognition Buck's Mr. Rumack in November had written the
(among legislalors) that Superfund reauthorization will have to be IRS asking for the agency's opinian on an asset transler
Continued on page 28 . from_ an overfunded defined benefit plan 10 a profit-
sharing plan with a 401(k) salary reduction feature.
The translerred assets would be used to match em-

Mentor, two other markets close

Graphsc: Amy Palmar

Continued on page 34
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By DOUGLAS McLEOD

NEW YORK—The already squeezed com-
mercial insurance market is suddenly tighter
#lter announcements by three far-flung in-
surers that they are closing their doors to
new and renewal business,

In unrelated developments late last month:

¢ Bermuda-based Mentor Insurance Lid.,
a urut of Ocean Drilling and Exploration Co.,
announced it has stopped all underwriting,
including that of parent-related risks.

* Corroon & Black Corp. said it has shut
down its excess/surplus lines underwriting
nmianagement unit, Baccala & Shoop Insur-
ance Services, following an unsuccessful ef-
lort 1o sell the company to Zenith Insurance
Cu of Encine, Calif.

® Mission Reinsurance Corp., & unit of
Mission Insurance Group, is “reliring from
the reinsurance markel,” according to a
spokesman. Sume Mission Re policies are
Leing canceled mud-term and the remainder
of the bouk will be run off, the spokesman
said.

While observers express dismay over the
loss of the three markets, most say that their
withdrawal came as no surprise since all
three companies had drastically reduced
their underwriting activity in recent months.

The withdrawal ol Men-

and have no immediate plans to expand into
underwriting non-related business, according
to Clovis H. Steib Jr., vp and treasurer of
Mentor Holding Corp.

Another Mentor Holding subsidiary, Men-
tor Insurance Co. (U.K.)

tor, founded in 1968 by
New Orleans-based
ODECO, does not include
other units of Mentor
Holding Corp., an inter-
mediate holding company
created by ODECO in
1961.

These other units In- I
clude Mentor Insurance &

‘They (Mentor) had
an underwriting
guide 10 feet thick,’
notes Amberco Vp
Julian Griffiths,

Lid., stopped under-
writing in 1983 and has
since been running off is
book.

Mentor has been writing
on a net-line basis only
since Jan. 1, without any
reinsurance support, and
its per-risk capaciiy
dropped to a maximum of

Reinsurance Co, and Men-

tor Excess & Surplus Lines Insurance Co.,
both formed as admitted insurers in Louisi-
sna in 1963,

ODECO had planned 1o have the twa com«
panies licensed in all 50 states 10 gain wccess
1o betler-quality U.S, business. However, the
companies are sti!l licensed only in Louisi-
#na, are writing only ODECO-related risks

$250,000, Bermuda sources
say. Gross capacity per risk last year had
been about $1 million.

Bermuda brokers and insurers say that
these resirictions/blunted the impact of the
loss of Mentor's capacity,

“It's just like Insco,” sald A.W. Hunt, vp of
Pearson Webb Springbett (Bermuda) Lid.,
referring to Gull Oil Corp.'s Insco Lid,,

which stopped writing related and non-re-
lated risks last November.

"It's a decision on something we had per-
haps been expecting for some time," Mr.
Hunt commented.

Mentor has not yet released 1984 financial
data, and company officials refused to com-
ment on last year's results or their reasons lor
shutting down the Bermuda Mentor operation.

However, poor underwriting experience is
generally thought 1o have prompied the deci-
sion.

In 1983, Mentor produced net written premi-
ums of $72.5 million, up 43% from $50.6 mi'lion
In 1832, Net earned premiums rose 289 10 $60.3
million In 1982 from $46.9 millien thie previous
year,

Parent-related business accounted for & rela-
tively small portion of Menter's volume, Ac-
cording to the company's 1583 annua! repan,
net earned premiums from writlng “propor-
tionate risks” of ODECO amounted ta 330 mmil-
lion—8% ol tota! volume—in 143 and 2.3
million—=14% of tota! velume—in | 082

Continsed on page 30
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Mentor, two other markets shut cown

Cuntinued from page |

Mentor reported underwriting
expenses of §66.8 million in 1983,
up [rom $35.8 million the year be-
fore, and an underwriting loss of
$6.5 million in 1983 compared with
a loss of $8.9 million in 1982,

Net Investment income fell 14%
to §13.6 million in 1983 from $!5.9
million in 1982,

All of this translated 1o an oper-
ating loss of $654,000 in 1983, com-
pared with a gain of §7 million the
year belore. Alter income taxes
and other gains, Mentor reported
net income of $115,000 in 1983,
compared with net income of §5.4
million in 1982,

Mentor had been more restric-
tive in its underwriting practices
for more than a year, and in recent
months had drastically reduced its
per-risk capacity, according o
sources,

“They had an underwriting
guide 10 feet thick,” said Julian
Grilfiths, vp with Amberco Bro-
kers Lid. in Bermuda.

Bad experience led the company
to stop underwriting U.S. faculia-
tive reinsurance in October 1983
and to demand better terms on
about 60% of its business in 1984,
Mentor Chairman J. Douglas Hig-
ley said in an interview last year
(BI, April 2, 1984.)

“We've done very little business
with them"” recently, noled Roger
Gillet, vp with J&H Interme-
diaries Lid,, adding that Mentc-
previously had been a strong mar-
ket for J&H.

Mr. Grifliths said Amberco prob-
ably placed more business with
Mentor going inta 1985 than the
previous year, but that Amberco
would have problems replacing
Mentor's capacity on only a couple
of very large accounts.

Several Bermuda sources said
Mentor's closing will have a greater
impact on the island’s reputation
than on market capacily.

Mentor, whose ultimate parent is
Murphy Oil Corp., is the fourth in-
surance subsidiary of an oil com-
pany to restrict or abandon under-
writing, and the third 1o do so in
the last four months.

Walton Insurance Co. Ltd., a unit
ol Phillips Petroleum Co., stopped
writing unrelated risks in January
1983, It was followed last Oclober
by Exxon Insurance Holdings Inc.,
which swopped accepling unrelated
business, and by Insco a month
later (BI, Oct. &, 1984; Nov, 26,
1984).

Texaco Inc.'s Heddinglon Insur-
ance Ltd, is the only major oil com-
pany insurance subsidiary still
writing third-party business.

“The political implication is more
upselting than anything else,” Mr,
Griffiths observed. “People are
going to point a finger (at Ber-
muda) once again.”

If the core of the Bermuda mar-
ket Is considered 1o be insurers that
wrile third-party risks, then the
closing of Mentor is “one more nail
in the market's collin,” explained
Nicholas Poschl, vp-underwriting
at Insco.

"Whether Bermuda It hurt by
third-party writers that are no
longer writing third party is an
open questlon,” Mr, Poschl ex.
plalned, noting that some might
consider captives writing parent
company business to be the "guts”
of the Bermuda market,

ODECO sald Mentor's Bermuda
offices will be maintained w han-
dle the run-o!f of existing butiness,
but It did not say how many of the
company's approximately 40 em-
ployees will be Lerminated,

Meanwhile, Corroon & Black haa
elosed [1.“»;!. & ‘x'rwup and ap-
parently plans to dispose of 1wo
other units in its Underwriting
Management Group: National Ex-

| cess lisurance Co. and Natiunal

If the core of the Bermuda market is
considered insurers that write third-party
risks, then the closing of Mentor is ‘one more
nail in the market's coffin,’ says Nicholas
Poschl, vp-underwriting at Insco.

known as Global Aviation.

“In the long term we, as other
brokers, have come to the conclu-
sion thal the underwriting business
is & business o which we do not
want 1o have a lot of exposure,”
said Stephen Crane, senior vp and
chiel linancial officer of C&B.,

“The shorter-term problem was a
catalyst,” he said, referring to an
anticipated 1984 operating loss at
Baccala,

C&1 announced last month that
its 1984 earnings will exceed $18.5
million, or about $2.15 per share.
The Underwriting Management
Group, however, is expected 1o post
an operating loss of about $7.7 mil-
lion, or 90 cents per share, aboul
hall of which is attributable 1o Bac-
cala & Shoop.

C&B executives would not com-
ment on Baccala & Shoop's 1984
premium volume or gross reve-
nues.

William P. Baccala, a founder of
the firm, said last year's premium
volume totaled about $60 million.

Mr. Baccala, who resigned as
chairman of Baccala & Shoop last
month, said he was not consulted
by Corroon & Black before it de-
cided 10 close the firm.

Baccala & Shoop had been an un-
derwriting manager for Twin City
Fire Insurance Co. and Nutmeg In-
surance Co., both units of Hartford
Insurance Group. But Baccala &
Shoop's relationship with Hartford
was lerminated as of Jan. 1, accord-
ing 1o Mr. Baccala,

Hartford had demanded that
C&B improve the reinsurance se-
curity behind the Baccala & Shoop
programs and that it find a third
policy-issuing company, Mr, Bac.
cala said.

Daccala & Shoop's in-house ca-
pacity belore termination of is
agreements with Hartfoerd was
§500,000 on property and casualty
risks, and automatic facultative re-
insurance agreements provided
gross capacity of §5 million on casu-
alty business, Mr. Baccala said,

Baccala & Shoop had already
suffered a significant loss of capac-
ity in early 1984, when the loss of
one or more properiy lreaties re-
duced its capacity per risk to
$500,000 from at least $9 million
and plrhaps as high as $20 million.

Baccala's premium volume and
revenues have fluctuated in recent
years. Premium volume in 1984 de-
clined from $109.1 million in 1983
and $121.9 million in 1982, But the
company's 1982 volume represen-
ted an increase from $98.5 million,
in 19E!., Premium volume in 1980
was $112.9 million,

Similarly, revenues fell In 1983
to $10.5 million from $13.6 million
in 19482, Revenues amounted to
$10.5 million in 1981 and $11.3 mil.
lion in 1980,

Untll early January, C&B had
been negotlating w sell Baccala &
Shoop and the two National Excess
companies to Zenith, & prop-
erty/casualty insurer of which 24%
Is owned by Reliance Insurance Co,

But the negotiations broke down
becuuse of a disagreement over the
price to be pald for the group,
BOUFCEs bAY,

Corroon & Black was “very ada-
mant about what it thought the
group was worth.” says Sisnlay R,
Zax, Zenith's president. "Nobody In
the world was willing to give them
what they asked and that's why
they had to close (Baccala & Shoop)

based with Baccala & Shoop in
Newport Beach, Calil., posted net
written property/casually premi-
ums of $2.9 million in 1983, most of
which was reinsurance business,

National Excess Insurance Ser-
vices, an aviation specialist, was an
MGA for ldeal Mutual Insurance
Co. until its relationship with Ideal
was terminated in early 1984,

The MGA recently canceled
some policies it still had with Ideal,
which has been placed in rehabili-
tation by the New York Insurance
Depariment (see story, page 2).
Some of this business has been
rolled over into National Excess In-
surance Co., according to Mr.
Crane.

No decision has yet been made
on the fate of the National Excess
companies, which may be sold or
closed or may continue w0 operate
as CLB subsidiaries for a given pe-
riod, Mr. Crane said.

Mr, Baccala said that CAB is ne-
gotiatng a possible sale of the MGA
to Aviation Office of America Inc.,
a Crum & Forster af(iliate.

In any case, C&B announced that
the National Excess companies will
be accounted for as discontinued
operations in 1984,

A charge of between $12.5 mil-
lion and $15 million will be taken
against 1984 earnings for expecied
losses on disposition of the discon-

tinued operatlions, the compa
said. Alier including an additio
write-ofl of about §7.7 million co
necied with those operations, Ca
expecis to post a net loss for t
year,

As with Mentor, brokers we
disappoinied by the closing of B
cala & Shoop but were not su
prised.

“We had all been hoping th
they could get new treaty capacit
but the reinsurance market is
bad, they couldn't get the capacity
said Donald K. Sherwood, pred
denl of Sherwood !nsurance Se
vices in San Francisco.

Mr. Sherwood adéed, howevd
that the closing wouid not have
major impact on his business, si
Baccala's capacity had already
reduced for a year.

The third market 1o close |
doors recently was Mission Ke, T
company's operating results we
apparently not good enough to co
vince Mission Insurance Group
maintain it, a spokesman indica:e

“The expected downstiream r
turn was not enough to support t
operation,” the spokesman sai
“Consequently, we have decided
concentrate our effors on special
lines,” including workers comp
sation and the business unde
written by Mission's surp.us lin
affiliate, Sayre & Toso Inc.

Mission Re's 1964 results arer
available, the spokesman said.
1983, Mission Re booked gross re
surance premiums of $26.2
ceding $12.2 million lor net p
ums of §15 million.

It sulfered a net underwriti
loss of §4.2 million and a net o
ating loss of $I26.£61. Missi
Re's ecombined ratio for 1582 w
118.2%.
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Punitive damage class OK'd
for schools in asbestos litigation

PHILADELPHIA—A federal court
judge has certified a nationwide man-
datory class action for all public and
virtually all private schools suing as-
bestos companies for punitive dam-
ages over the cost associated with re-
moving asbestos from schools.

U.S. District Court Judge James M.
Kelly, however, denied a mandatory
class action for school districts seeking
liability and compensatory damage

Reporting weekly for corporate risk, employee benefit and financial executives/$1.50 a copy; $52 a year . Erurs corkents copymont 1984 by
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Supreme Court will decide
on insurance, benefit cases

'/ ByJERRYGEISEL = '

WASHINGTON—The Supreme Court will decide whether the
" ¥ 2l ‘1'0 pro_

media’s constitutional protections ag libel judgments
.tect a business credit reporting service and other non-media com-
mercial enterprises, . Vol e SEEC Rl e

At issue is whether New York-based Dun & Bradstreet Inc., which
supplies busi credit information to subscribers, is entitled to the
same First Amendment guarantee of freedom of expression that is

afforded to newpapers,

Exxon stops underwriting
commercial reinsurance

By KATHRYN J. McINTYRE

HAMILTON, Bermuda—Despite modest profits,
Exxon Corp. is suddenly out of the commercial reinsur-
ance business after a five-year foray.

The management of New York-based Exxon unex-

dlv d

and the electronic media. . =~ i

Durlnim fall term, which began
last week, the Supreme Court also
will decide whether:

® Workers injured on an offshore
drilling platform are covered under
the federal Longshoremen's and Har-
bor Workers' Compensation Act.- -

® States can impose higher pre-

NEWSPAPER

T mium taxes on out-of-state insurance
p than on d tic insurers.

~+® Airlines can be liable for passenger injuries that are not caused

by an accident or a malfunction aboard an aireraft.
® The Employee Retirement Income Security Act allows workers

to seek punitive damages from their ployers,
® State rules restricting attorneys who advertise for product lia-
bility cases are constitutional. TN

The justices, though, declined to review hundreds of cases, includ-
ing two appellate court decisions that expand the liability of com-
ies that ed DES, an antimiscarriage drug (see story,

ge 26).
Pa'.me libel case involves a $350,000 jury award against Dun & Brad-
street, including $50,000 in compensatory damages and $300,000 in
punitive damages. =

Dun & Bradstreet had been sued by Greenmoss Builders Inc,, a
centrat-Vermont construction company, after it published a report
that Greenmoss had filed a voluntary picy petition. The re-
port was published in Dun's “Special Notices,” whose subscribers are
interested in a particular business. Five subscribers received the spe-
cial notice reporting the Greenmoss bankruptey petition.

On Aug. 3, 1976, eight days after the special notice was published,
Greenmoss President John Flanagan contacted Dun & Bradstreet's
Manchester, N.H., office to advise that the report was erroneous.

On the same day, Dun & Bradstreet published a correction, ex-

Continued on page 25

p ided late last month to order its three rein-
surance operations under Exxon Insurance Holdings
Inc. to stop accepting new or renewal non-related risk
insurance business as of Oct. 1.

“Exxon reassessed the non-related risk business and
decided to wind down that activity," said Exxon Insur-
ance Holdings President Clayton P. Cormier from his
Bermuda office. “The decision was that it was not the
right fit. It was a strategic decision. . .based on a long-
term assessment of the reinsurance industry.”

Out of commercial reinsurance underwriting are:
Bermuda-based Ancon Insurance Co. S.A., the most
highly capitalized reinsurer in Bermuda with $739.6
million in capital and surplus; Ancon Insurance Co.
(U.K.) Ltd., with 10 million pounds in capital; and the
ANEX Syndicate on the New York Insurance Ex-
change, with $4.4 million in policyholder surplus.

Ancon in Bermuda will continue to underwrite
Exxon-related risks, which have always been the larg-
est source of its business, accounting for 82.6% of its
1883 consolidated net premiums of $140.7 million. The
British company and ANEX, which reported-1983 net
earned premiums of $7.9 million and $3.5 million re-
spectively, could be sold.

The three operations had consolidated gross premi-
ums of $38 million on unrelated risks in 1983 and were
expected to book slightly more in 1984. The 1984 vol-
ume will be less without renewals, however.

Exxon's withdrawal from commercial reinsurance
underwriting further reduces worldwide reinsurance
capacity for the January reinsurance renewals, which
already are expected to be difficult because of previous
withdrawals of reinsurers.

And, with its largest operation in Bermuda, Exxon's
withdrawal from commercial reinsurance is certain to
resurrect the debates over the long-term stability of
Bermuda as a commercial reinsurance center and non-

insuranck.companies’ commitment to diversification
into the reinsurance business.

The last major captive in Bermuda to stop under-
writing unrelated risk business was Walton Insurance
Co. Ltd., owned by Phillips Petroleum Co., which
stopped underwriting unrelated risks in January 1983
due to big losses on the business.

Exxon did not base its decision to withdraw from
commercial reinsurance underwriting on the combined
ratio produced by the non-related business, Mr. Cor-
mier said. Exxon Insurance's three reinsurance opera-
tions have made a “modest profit” after investment in-
come on unrelated business, Mr. Cormier said.

In its 1981 annual report, Exxon Insurance disclosed
its experience on unrelated risk business: a 78.9% loss
ratio on net premiums of $1.3 million in 1979; 110.1% on
net premiums of $3.4 million in 1980; and 83.6% on net
premiums of $10 million in 1981,

Since 1982, however, Exxon Insurance has not dis-
closed its loss experience on its consolidated unrelated
risk business of $19.7 million in net earned premiums
in 1982 and $24.6 million in net earned premiums in
1983.

(ANEX reported to the New York Insurance Ex-
change a combined ratio of 114% in 1983 and net in-
come of $16,000 after investment income. Ancon (U.K.)
has not closed its first year of business under the three-
vear method of accounting used in London?)

The reported consolidated loss ratio for all of Exxon
Insurance’s business for the past two years has been
enviably low because of few losses on Exxon-related
business: 29.1% in 1983 and 30% in 1982.

An Exxon spokesman confirmed that “the unrelated
operations did yield a modest profit but, we felt as we
looked at this business it was not wise to stay in it."

Tax considerations also did not motivate Exxon's de-
cision, Mr, Cormier said. “We didn't get into the busi-
ness for tax advantages, and the withdrawal is not tax-
driven.”

It has been suggested that a company whose captive
insurer underwrites unrelated risks will be in a better
position to prove to the Internal Revenue Service that

Continued on page 4

Liability market shrinking for public entities

By MEG FLETCHER

Public entities seeking to renew liability coverages are being buf-
fetted by gale-force winds of change.

“I expect to see a continued erosion of the public entity liability
insurance market through the first quarter of 1985, he adds.

Changes are generally being felt on the West Coast now, but the
wind is blowing toward the East.

Seven insurers that wrote public officials and police professional
liability coverages 18 months ago have left the market. And, the
remaining insurers are raising rates anywhere from 15% to 400% on
comprehensive general liability policies that include endorsements
for public officials and police professional liability coverages.

In the last 90 to 120 days, there has been a 180-degree turn in the
market for municipalities seeking a total liability package, says
James W. Chapman, resident vp of the governmental programs di-
vision of Markel Service Inc., a broker and managing general agent
in Richmond, Va.

And, the winds are not abating yet.

“There will be some real weeping and gnashing of teeth in the
next two months,” predicts D. Michael Enfield, managing director
for broker Marsh & McLennan Inc. in San Francisco.

Feeding the storm are tighter reinsurance conditions that reduce
direct insurers' capacity and increase their costs; growing under-
writing losses on policies underwritten at rock-bottom rates: and
legal decisions that have broadened the exposure of municipalities,
sources say.

Several insurers have responded by pulling out of the public offi-
cials and police professional liability markets completely.

Two years ago, there were about 20 insurers in California that
would underwrite low-layer liability coverage for public entitites.
Now there are fewer than seven, Mr. Enfield said.

In the last month, Ideal Mutual Insurance Co. of New York and
Great Southwest Fire Insurance Co. of Scottsdale, Ariz., have
stopped underwriting police professional and/or public officials lia-

Continued on page 30
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Liability market shrinking for public entities

Continued from page 1

bility coverage either as separate or
combined policies or as endorse-
ments to comprehensive general li-
ability policies.

Last month, Ideal Mutual can-
celed all police professional liabil-
ity policies midterm with a 30-day
notice, said Daniel R. Varona,
Ideal's vp, secretary and general
counsel.

Ideal’s exodus from the police
professional liability market is part
of an ongoing redirection of the in-
surer’s priorities, he said. The com-
pany is moving out of the agency
business and concentrating on
writing large, direct accounts, he
said (BI, May 21)

Those police professional liability
policies that were canceled, some of
which also covered public officials,
generated $3 million to $5 million
of the company's total 1983 premi-
ums of $200 million, he said. The
loss ratio for this line was generally
worse than the company's 71.5%
loss ratio for all its liability lines in
1983, Mr. Varona said.

About 1% years ago, Ideal
changed its reinsurance arrange-
ment 0 it was retaining more of
the risks and, therefore, felt the
losses more, he said.

Most of the police liability cover-
age was written in rural areas.

Great Southwest is letting the
book run out on the vast majority
of the public officials and police
professional coverages it under-
writes, said Eugene J. Keating Jr.,
chief operations officer. Although
it is not canceling any existing cov-
erage, it is notifying policyholders
now that it is neither writing new
coverage nor renewing existing
coverage while evaluating its posi-
tion.

“We just don't think we can
make money on it," Mr. Keating
explained.

Also this spring, Compass Insur-
ance Co. decided to close its doors
and is running off its business, in-
cluding public entity business. The
Cherokee Insurance Co,, which has
been in voluntary rehabilitation in
Tennessee since July 17, also
stopped writing all policies this
spring, including a CGL policy
with special endorsements for po-
lice and public officials. That mu-
nicipal package generated $300,000
1o $350.000 of Cherokee's $24.8 mil-
lion in direct written premiums in
1983, according to Billy Akin, se-
nior vp and secretary.

The loss ratio for the municipal
package was better than the com-
pany’s 165.3% loss ratio for all lia-
bility lines, Mr, Akin said.

Another three insurers—Guar-
anty National Insurance Co., Cana-
dian Indemnity Co. and United Na-
tional Insurance Co.—have
dropped out of the market since

spring of 1983.

And, Transit Casualty Co. has
direcled broker Bayly, Martin, &
Fay International Inc. to stop writ-
ing all police and public officials li-
ability coverage for it, according to
George P. Bowie, chairman and
general counsel. However, he said
Transit Casualty will still consider
insuring a municipality on a se-
lected underwriting basis.

Transit Casualty’s program had
been endorsed by the International
Assn, of Chiefs of Police, but that
endorsement was given to Markel's
program in September, according
to Mr. Chapman. Markel is also
forming a national advisory board
on the topic of police liability.

A surplus lines insurer that
dropped out of the market in Jan-
uary said its losses in the public en-
tity liability market coverages were
less than those in other liability
lines, but it found it increasingly
difficult to find municipalities that
would accept policies written by
non-admitted insurers because
such policies are not protected by
guaranty funds and are not subject
to state rate and form regulations.

As a result, the insurer antici-
pated a problem in maintaining the
necessary volume to keep reinsur-
ance treaties that supporied the
program and decided to drop out of
the market.

The exodus of these insurers has
made it extremely difficult for
public risk managers to get compet-
itive bids on the coverage they
need.

Getting competing bids for ex-
cess cover for his self-insured lia-
bility and property program was a
problem for Allen Hyman, risk
manager in Corpus Christi, Texas,
and president of the Public Risk &
Insurance Management Assn. He
queried at least six potential insur-
ers; half refused to quote and two
others never responded.

“Two years ago people would
jump at this business,” said Mr.
Hyman. “Now they are lying back.
The tide is finally turning and it is
going to become a seller’s market
instead of a buyer's market.”

Brokers are also less interested in
public entity accounts.

David Van Dyke, a partner in
wholesale broker Charter House in
Nashville, Tenn., said that since
July 1 no competing brokers have
shown up to bid on accounts that he
has been interested in. Last year
there would have been seven or
eight others there, he said.

Meanwhile, the insurers remain-
ing in the market are charging
more for the coverage.

The city of Santa Ana, Calif, a
community of fewer than 220,000
about 3% miles south of Los An-
geles, was hit this year with a 220%
increase in the premium for a CGL
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policy that includes public officials
and police professional liability
coverage, said Risk Manager Jeff
Stevens. He declined to name his
insurer.

For the fiscal year beginning
July 1, the city paid $315,625 for
$60 million in coverage, up from
$97,250 for $50 million in coverage
the previous year.

The insurer also doubled the
city's self-insured retention to
$200,000 from $100,000.

Some increase in premium was
expected because two non-police
claims were settled earlier this year
for a total in excess of $1 million, he
said. But, Mr. Stevens said he was
surprised by the size of the increase
and worked a month trying to
finding a better rate, but was un-
able to do so.

“Already my concern is what
will happen next year," he adds.

And, when Corpus Christi did
find excess liability coverage, its
rates were up 35%, said the city's
broker Gerald Michalak, area vp
with Arthur J. Gallagher Co. in
Dallas.

For the year beginning Oct. 1, the
city is paying $97,750—compared
with $72,335 last year—for $25 mil-
lion in liability coverage above the
city's self-insured retention of
$250,000 for all casualty coverages,
Mr. Michalak said.

Rates on comprehensive general
liability policies that include police
and public officials coverage are up
anywhere from 15% to 400%, said
Mé&M's Mr. Enfield said. The size of
increase depends on the entity's
loss experience and how under-
priced the coverage was previously,
he explained.

Markel's Mr. Chapman says rates
are going up 50% to 300% for liabil-
ity packages that include general li-
ability, police and public officials,
auto liability and third-party prop-
erty coverages.

The market for public officials
and police professional liability
coverages writlen as separate poli-
cies is in “real distress and flux,”
said Mr. Enfield.

Police professional coverage in
particular is becoming more re-
strictive and harder to find, adds
Bob Bieber, director of client ser-
vices for Ebasco Risk Management
Consultants in New York.

Among the insurers most often
identified as writing coverages for
police professionals or public offi-
cials, as part of a CGL policy or
separately, are National Casualty
Co., Scottsdale Insurance Co., In-
ternational Surplus Lines Insur-
ance Co., Imperial Casualty & In-
demnity Co., The Forum Insurance
Co. and INAPRO, a CIGNA Corp.
subsidiary that is the professional
liability underwriting manager for
CIGNA.

Mr. Chapman of Markel, which
is the managing gencral agency for
National Casualty and Scottsdale
Insurance, expects average pre-
mium increases of 20% to 50% for
public officials coverage and 20% to
40% for police professional cover-

age.

Markel generated $1.25 million
in premium volume for public offi-
cials coverages and $4.25 million in
premium volume for police profes-
sional coverages in 1983

However, Robert M. Bryant, vp
at Special Risks Inec., a wholesale
broker in Virginia Beach, Va., that
is the managing general agency for
Imperial Casualty, said the national
market is still competitive with in-
creases of only 10% to 20% for po-
lice professional liability coverage.

In 1983, Imperial Casualty gen-
erated $3.3 million of its $86.9 mil-
lion in premium volume from a
separately written police profes-
sional policy. It generated an addi-
tional $2 million to $3 million in
premium volume {rom comprehen-
sive general liability policies that
include endorsements for public of-
ficials and police liability cover-
ages, according to Mel Epstein, Im-
perial Casualty's manager of prop-
erty and casualty underwriting.

Forum Insurance, which gen-
erated $6 million of its $54 million
in direct written premiums in 1983
from separately written public offi-
cials liability policies, may not in-
crease rates that have remained the
same for seven years for some poli-
cyholders, while others will get in-
creases of up to 30%, according to
Ted Padgett, assistant vp for com-
mercial underwriting.

Forum did not cut rates over re-
cent years to remain competitive,
even though this cost the insurer
business, says Mr. Padgett. Public
officials coverages, which gen-
erated $8 million in premium vol-
ume two or three years ago, will
generate only $4 million in pre-
mium volume this year, he said.

Premiums also have remained
stable because Forum bases premi-
ums on the public entities’ budgets,
which have been kept down
through belt tightening and propo-
sitions to reduce taxes.

Forum's loss ratio on its public
officials coverage was worse than
its 91.7% loss ratio for its liability
lines as a whole, Mr. Padgett said.
Losses were greatest in industrial
states and in states where the sov-
ereignty of public entities has
been eroded by state statute, he
said.

Insurers are also tightening un-
derwriting terms, especially by in-
creasing deductibles and self-in-
sured retentions. M&M's Mr. En-
field said insurers are gradually eli-
minating aggregate deductibles and
stop-loss provisions on SIRs.

But, the dramatic tightening in
the public entity liability market is
most evident in Western states and
does nol seem Lo have hit the Eas:
Coast and Deep South yet. For ex-
ample, rates are currently up only
10% to 20% for public entities on the
East Coast, sources say.

Likewise, in the Mid- and Deep
South, premiums for liability pack-
ages including coverage for police
and public officials are up a moder-
ate 10% to 15%, said Mr. Van Dyke
of Charter House. The wholesale
broker writes only regional busi-
ness from offices in Kentucky,
Tennessee, Georgia and Alabama.

One of the largest factors behind
the tightening of the market is the
extent to which public entity liabil-
ity products were underpriced.

© years ago, there was a lot of
competition in the market, says
Markel's Mr. Chapman. And, a lot
of insurers didn't appreciate the
exposures and underpriced the
public officials and police profes-
sional liability coverages, he said.

“There are so few who under-
stand the potential exposure of the
business itsel{," Mr. Chapman said.
“I think they all got burned.”

“The biggest factor is the product
has been terribly underpriced and
poorly underwritten by most com-
panies,” agrees Jim Bliss, who is
president of wholesale brokerage
The Bliss Group Co. and president
of the Governmental Interin-
surance Exchange, a pool-like
group based in Bloomington, Ill.,
that includes about three dozen
cities and counties.

Mr. Chapman, however, says the
biggest factor is the tightening of
the reinsurance market “The rea-
son the market has collapsed is the
lack of reinsurance,” he says.

Reinsurers are increasing their
rates on the contracts they renew
this fall and will pull out of some
classes of business entirely to stem
their underwriting losses, which
have hit historic highs this year
(BI, Sept. 17).

The legal climate and specific
court rulings also have broadened
public entities' liability exposures,
which has produced more claims
and losses.

Municipalities are a special class
among special classes when it
comes to insurance, said Mr. Bliss.
“The laws are unique, arcane and
changing rapidly,” he explained.

The frequency of lawsuits
against public officials and law en-
forcement personnel is up 400% in
the past five years, said Markel's
Mr. Chapman.

And, the cost of defending suits is
more than the insurance industry
anticipated, Mr. Chapman said. Out
of every $4 paid out on lawsuits, $3
goes 1o legal costs and only $1 goes
to the plaintiffs, he said. .

Cities’ property rates also rising

Rates for public entity property
insurance are expected o rise more
moderately than casualty rates, ex-
cept for high-risk areas subject to
earthquake and hurricane perils.

Higher premiums and larger de-
ductibles are expected, said Mel
Epstein, manager of property/casu-
alty underwriting for Imperial Cas-
ualty & Indemnity Co. of Omaha.

There will be a significant in-
crease in property rates, but how
much depends upon the individual
public entity because loss experi-
ence is still an important factor,
said Doug MacLeod, vp at Public
Entities National Corp., a Nash-
ville, Tenn., wholesaler with a $50
million book of property and casu-
alty programs for public entities.

Rates are expected to rise as the
general property market hardens,
but there are storm clouds on the
horizon for public entities seeking

i earthquake coverage, said D. Mi-

chael Enfield, managing director
for broker Marsh & McLennan Inc.
in San Francisco.

He predicted a return to deduct-
ibles equal 10 2.5% of the insured
value. Lately, the deductibles for
large clients—those with earth-
quake values for a single location of
$25 million or more—were as low
as 1% of the values and frequently
negotiated dollar amounts.

Also, Texas cities and counties
are now feeling the effects of Hur-
ricane Alicia, which hit in August
1983. However, not all government
enlities are focling the same effect,

The city of Corpus Christi had
little or no property damage as the
result of the storm, ‘despite its Gulf
Coast location. However, the city,
which has a self-insured retention
of $100,000 for first-party property
coverage, saw its premiums in-

crease B8% on Oct. 1 to $65,125 from
$34,688 for $93 million in excess,
per-occurrence coverage, according
to broker Gerald Michalak, vp with
Arthur J. Gallagher Co. in Dallas.

Harris County, which surrounds
Houston, suffered hurricane losses
of $700,000, and had its coverage
canceled by Hartford Insurance Co.
It then negotiated coverage with
the Liberty Mutual Fire Insurance
Co., according to Alvin Hollas, first
assistant county auditor.

The premium to insure property
valued at $220 million rose 61% to
$125,900 from $78.000, he said

The city of Houston suffered
nearly twice the amount of damage
to municipal property as did Harris
County. Yet its premium for prop-
erty insurance for the vear begin-
ning July 1 rose only 25%, said a
city spokesman. He declined 1o
provide additional details
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Utah mine disaster to cost
General Re up to $10 milion

STAMFORD, Conn.—Genera! Re
Corp. says its subsidiary, General Re-
insurance Corp., will suffer a net loss
of no more than $10 million in con-
nection with the Utah mine disaster
last month that killed 27 miners.

General Re reinsures the workers
compensation coverage purchased by
Emery Mining Co., a subsidiary of
Savage Industries of American Fort,
Utah, according to a Genera! Re exec-
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Insurers search for reinsurance

By DOUGLAS McLEOD

Reinsurance brokers, who worked overtime
through the holiday season trying 1o complete
placements for ceding companies, say they are
finding about what they had expected: higher
fales, more stringent conditions and, in some
Cases, a shortage of capacity,

Same brokers add that a sizable amount of
placements were not completed by year-end.

“All i all, it was probably the tightest
market in the last 15 years,” summed up
EW. Blanch Jr., chairman of E.W, Blanch
Co. in Minneapolis.

“From the standpoint of brokers and their
clients, remnsurers are being extremely un-
feasonable,” adds Gene Taylor, chairman
and clie! executive officer of John F. Sulli-
van Co., the reinsurance brokerage unit of
Fred S James & Co. Inc,

Somie reinsurers were apparently maore
feasunable than others, though. A few com-
Panies were still “prety aggressive” in their
pursuit of business while others were
“timid,” demanding higher rates or smaller
linies, sccurding o one broker who asked not
1o be named.

“There was a tremendously inconsistent
reaction in the marketplace,”" the broker
said,

Some reinsurers, for their part, agree
tiere is roems for the market to ughten fur-
ther

"It tightened, but it did not tighten
cnough,” said the president of one reinsurer,
who expects 1wugher conditions 10 prevail
during the July renewal season,

The markel is already 100gh enough for
iy reinsurance brokers,

One day during renewals, Mr. Taylor says,
he was up working uniil 1 a.m. and then up
awtsin a1 4:30 a.m. 10 call London,

‘We had u lot of people in an days we
were closed. We had people in on Christmas

Eve," said Kenneth A Hecken, chairman

and chief executive officer of Willcox Inc.
Reinsurance Intermediaries, the reinsurance
brokerage unit owned by Johnson & Higgins
and Willis Faber, “The thing that's really
demoralizing 10 us is that some of our mar-
keis are closed.” .

Despite these efforts, most brokers say
they still have placements to complete,

Mr. Taylor estimated that as much as one-
third of the tota! business in the marketplace
may not have been fully subscribed by the
Jan. 1 renewal date.

Ward B, Gordon, chairman of Intere In-
termediaries Inc. in New York, says the firm
has finished about
b0% of its renew-
als. "I have no

- Jlbﬁuc. .“‘-.,

By MICHAEL BRADFORD
and STACY SHAPIRO

For many risk managers and brokers, the
current insurance renewal season is the
worst ever,

Brokers report that the rapidly constrict.
ing reinsurance market is causing direct in-
surers to boost some liability rates dramati-
cally—as much as 300% to 500% in some lines
(see related story). In addition, a Jack of rein-
surance is causing insurers 10 slash the ca-
pacity they offer in some lines, especially for
high-layer excess and umbrella liability cov-

erage.
While some

doubl we are
Eoing to finish,
but whether it

brokers did be-
lieve that the
year-end renew-
als were not as

will be Jan, | or
Feb, 15, we don't
know," Mr, Gordon commented,

Of the unfinished business, he added, “We
have a pretty good idea what it's going o
cost but not who the participants are poing to
be."

“There is tremendous congestion in the
market" caused by reinsurers cutting back
cn certain risks or pulling out of the market
altogether, Mr. Blanch said. "The people
were working like hell but the quantity of
stulf they had 1o look at increased geometri-
cally,”

Capacity has shrunk in some areas, Mr,
Gordon said, including casually pro-rata
treaty business and all types of reinsurance
for risks like prolessional liability.

An execulive for one reinsurer said the
company had declined to renew the reinsur-
ance on a municipa! liability policy for a Cal-
Hornia municipality, and that the municipal-
Ity 1s still looking for replacement coverage
60 days later,

Continued on page 22

difticult as had

been predicted,
others were still negotiating renewals that
were 1o be completed by Dec. 31.

“There are clients with renewals not com-
pleted,” summed up Richard E. Meyer, se-
nior vp of Johnson & Higgins in New York,

“This is the most volatile markel we have
ever experienced. It is more serious than the
‘705 crunch. Rates are going up fast,” Mr.
Meyer said.

“! do not think we have seen anything as
intense as this ever because of the conditions
we were in," said Earl Lanning, vp at The
Crump Cos. Inc. in Memphis, Tenn.

“It is like the tight market in the '60s, ex-
cepl this time {the market) went so far down
that, as it comes back up, the effect is much
more drastie,” Mr. Lanning said.

“Capacity has dried up overnight,” added
an Atlanta broker who asked not to be
named. “It is no longer a question of pricing,
Even at exorbitant rates, we are finding it
difficult—if not impossible—to place risks."

Some brokers said they would hold off

Buyers see rates rise, limits fa!!

compleling some renewals until mid-Jar
uary, hoping that insurers wil! line up a
tional reinsurance and be able to sup
more capacity, Others chose to complete
some renewals with lower limits than the
policyholder had sought, hoping that more
capacity will become available as the year
progresses.

Al Robinson-Conner Ine. in Erie, Pz,
year-end renewals were “going right down
to the wire,” according to William B. Con-
ner, the company's presiden:.

Mr. Conner said last weei: that two of the
broker's significant accounts that renew or.
Jan, 1 were stil! uncom
those that are resolved, ! don't think there
was one that we didn't have problems
with."

"We're scrambling around,” Mr. Conner
reported. “I've been around 27 years, and !
haven't seen it like this. I've seen it 10
but before it was sor: of a sustained tongs,
not in one fell swoop like this.”

Robinson-Conner received a lot of quoles
that are contingent on the uncerwriter p
ing its reinsurance, said Mr. Conner. “1t
pens in about one of every four accoun.
where there would logicallv be reirsurasce
The reinsurance is coming through, but the
carriers are having 1o revise their rates,
make them higher.”

But, he noted only one instance—an ac-
count involving a manufacturer's product i
ability coverage—in which an insurer ren-
eged on a firm quote because of 3 lack of
reinsurance.

Ancrew Marks, senior vp of Reed Sten-
house Inc., the U.S, brokerzge arm of Reec
Stenhouse Holdings L. of Toronto, ssid
lack of reinsurance capacity has affected his
company's business,

“I'm sorry 1o say, ves," Mr, Marks replied
when asked if the New York-based broker
was feeling the capacity crunch. “We're

Continued on page 2
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Tough renewal

Lumbinued frum page |

finching it difficult because so many
carriers haven't finalized their own
Feiisurance arrangements. As a re-
sult, we're having a hard time get-
ting them 1o make commitments.”

Many brokers report thal cuts in
capacily—especially in casualty
hines—lorced them to work harder
than ever belore 1o complete re-
newals by year-end,

At Frank B. Hall & Co. of New
York, for example, brokers worked
on New Year's Eve 1o fill out excess
liabiliy layers even though the rest
ol the office was closed, said Presi-
dent William A, Quinn,

Brokers at Marsh & McLennan
Ine. had to work doubly hard 10
complete renewals, according to
Managing Director Lawrence J,
Drake in M&M's New York office.

For example, Mr. Drake cited
one client that last year had bought
$25 mullion excess liability cover-
age Irom one insurer over a §10
mullion primary layer.

“Nuw the (insurer) only comes in
at the upper layers—3$50 million 1o
$100 million,” said Mr. Drake. “It
touk five players to replace the un-
derwriter and five 1o 10 times the
work. We put five people where
one had been.”

Brokers generally agreed that a
lack of excess and umbrella liabil-
Ity capacity has posed the biggest
problems,

“What is happening in the um-
breila liability insurance industry
is a black eye 1o the entire insur-
ance indusiry,” said Hall's Mr,
Quinn. "They waited 100 long 1o get
their (reinsurance) treaties in
place. .. Everybody expected the
price to go up. But, the magniude
of the increases has caught people
by surprise.

"It goes back to the reinsurance
market,” Mr. Quinn continued.
“The direct writers didn't have re-
insurance lined up in time o tuke
Jan. 1 renewal business in an or-
derly manner. This is true in the
US. and England. As of now, they
can only give the capacity they
have squared themselves.

“Sa, some companies that tradi-
tonally gave $15 million now can
olfer §5 million. Some with §5 mil-
lior 0 §10 million don't have any
Insurance to give at all. And, some
did @ super job and did reinsure
early und received the capacity
they needed

Generally, according 10 M&M's
Mr. Drake, buyers searching for
extremely high liability limits
aren't finding what they want

“The chemical and pharmaceuti-
cal cutipanies which had $300 mil-
lion 1o $500 million last year may
only get $150 million this year,” he
said

e R —

Other brokers agree. According
i beaker in Alinits, o chemies!
manulacturer that had hability
limits of $100 million last year
could only find $15 million during
renewals. And, unlike other ac-
counts, the broker said the capacity
cul had nothing to do with last
month's poisonous gas leak at a
Union Carbide Corp. plant in Bho-
pal, India (see related story).

The broker added that a con-
struction company that had $100
million in liability coverage last
year could only get $25 million
upon renewal.

“Anything with products won't
end up with the same limits,” he
said, “Frankly, the industry is act-
ing irresponsibly. The under-
writing community has an obliga-
tion to provide capacity at a price.”

Excess coverages for trucking
risks and aircraft products liability
have been the toughest to place,
said Mr. Conner at Robinson-Con-
ner. One trucking firm wanted to
increase its excess liability limits 10
$25 million from $15 million, “and
we had a very difficult time getting
those layers,” he said.

“Usually when you get to the
high layers, people will take a good
bit of it because there is so much
(coverage) underneath,” Mr. Con-
ner said. “Now they're not taking
nearly as much. , ., "

For instance, “Nobody is re-
sponding” to a particular aircraft
product liabilty account that is
seeking higher excess limits, Mr,
Conner said. “I's like everybody
shut down,”

Mr. Conner noted that rates for
umbrella layers have risen any-
where from 20% 10 300%, depend-
ing on the risk, but added that a
300% rate increase only “puts the
cost just about where it was four
yerrs ago.”

A competitive marketplace had
beaten umbrella prices down “until
they became ridiculous,” he said.
“And now some companies are try-
ing 1o get it all back in one year, |
thought it would work its way up,
but obviously that's not the case.”

Such fluctuating rates "don't do
anything lor the credibility of the
insurance business," Mr, Conner
said.

Thomas Etling, senior vp of
Lawion-Byrne-Bruner Agency Co.
in 5t Louis, said “most prices are at
least doubling” for umbrella layers.
“That's where the reinsurers have
really increased their prices.”

William Poe, chairman of broker
Poe & Associates Inc. of Tampa,
Fla., agreed that umbrella rates are
“going way up.”

“What might have cost $5,000 be-
fore might cost $40,000 now," he
explained.

Mr. Poe said that his brokerage
has not faced the capacity crisis
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other brokers encountered because
mast ol the aceounts hamdled by his
company involve limits of $10 mil-
hion or less 3

“So far we have been able to find
whal we want, but at a much
higher price.”

Besides nising rates and tight ca-
pacity in hipgh excess and umbrella
layers, brokers also agree that
buyers are sceing large rate hikes
—sometimes as much as J00%—in
the'working excess liability layers,
the layers in which claims are
likely to be incurred.

In addition, brokers note that
many general liability policies that
have been renewed specifically ex-
clude both sudden and non-sudden
pollution risks. Previously, general
liability policies have included cov-
erage for sudden or accidental pol-
lution risks (BI, Oct. 29, 1984),

The brokers also agree that gen-
erally there's enough property in-
surance capacity 1o cover the larg-
est risks, though earthquake cover-
age is a different mauer,

“So far, with very limited excep-
tions, (capacity problems) are in
casualty lines,” says Thomas D.
West, senior vp at Alexander &
Alexander Ine. in Dallas.

Mr. West only noted “isolated in-
Ktances in property (lines) where
tapacity is not there—such as
earthquake coverage, When there
is a need for carthquake insurance,
the capacity is very limited.”

Earthguake insurance has
“shrunken dramatically,” said
M&M's Mr. Drake. Insurers are
worried aboul the accumulation of
earthquake risks in areas of Cali-
fornia and Japan and are cutting
back on what they will write this
Yyear.

So, a company looking for $100
million dollars of earthquake insur-
ance may have to settle for only §5
million to $10 million this year, said
Mr. Drake,

Mr. Marks at Reed Stenhouse
concurs, noting that earthquake
coverage {or property on the West
Coast is especially hard 10 locate.

“There's been a major increase in
price, whereas before it was almost
a throw-in, Now it's three, four,
maybe five times more,”

Even at those rates, he said, “It's
not 8 question of price. It's a ques-
tion of whether you can find i I'd
say there is @ worldwide limit of
$250 million available for earth-
quake coverape and you'd have Lo
scrounge o find that”

Reed Stenhouse places property
insurance for a chain of television
stations on the West Coast and “we
had a lot of difficulty putting that
one to bed," Mr, Marks noted.

While some brokers admitied
they could not place all the cover-
age their clients had requested—
especially on the casualty side,
others maintain the capacity is
there—although it's not necessarily
easy 1o fetL.

“We have customers who are
very concerned about who will be
without insurance or how expen-
sive it will be,” said J. Patrick Gal-

brokerage handles.

ten the plant’s coverage for 30
the risk of escaping chlorine gas.

incident.”

ach 1 manuf.

assigned risk pool.

Gas leak affects coverage

Although brokers say that almost all policyholders had & lough
time during. recent year-end coverage renewals, some were espe-
cially hard hit because of the recent poisonous gas leak at a Union
Carbide Corp. plant in Bhopal, India, which killed 2,500 people.

Thomas Etling, senior vp of Lawton-Byrne-Bruner Agency Co.in |
St. Louis, said repercussions from the Union Carbide disaster af- !
fected “a long-term relationship with a profitable account” that his

The client, a chemical manufacturer whose processes involve
chlorine gas, was seeking to renew a liability policy with limits of
$500,000, explained Mr. Etling. However, the irsurer that had writ-
years decided not to renew because of

The decision not to renew the coverage was a fear of the repeat of
the Bhopal tragedy, said Mr. Eting
account, that's why they want out—because of the Union Carbide

. “After 30 years on a profitable

Shortly before the end of the year, Mr. Eding said Lawton-Byrne-
Bruner was still trying to find coverage for the manulacturer,

Although broker Robinson-Conner Ine. of Erie, Pa., does not have
I er for a client, it sull experienced some fall-
out from the Bhopal tragedy, says President William B. Conner,

For instance, he noted that a quote for products Jiabil
for a trucking company was withdrawn because the company trans-
ports hazardous chemicals. Coverage was finally written througn the

ity coverage

Jan. 1 renewals were finished, Mr.
Eding reported a few days before
year's end. But, he noted that many
other accounts were up for renewal
later this month,

“"We're not always getting the
limits we want,” Mr. Etling con-
ceded, “If we are renewing with a
company that's been on the risk,
most of the time we get what we
want. If it's a new piece of business,
then we may have a problem.”

But problems stemming from a
lack of reinsurance capacity
haven’t been as bad as he expected,
Mr. Euling said.

“We've had a few individual in-
stances where underwriters
couldn't give a Jan, 1 quote because
they didn't know if they could get
the reinsurance. But I think most of
the parancia about reinsurance

has passed.”

Reinsurance hasn't caused a lo
of grief at Emett & Chandler of
Northern California, said Execu-
tive Vp Jeff McKinley. "We've had
several quotes contingent on rein-
surance, bui that's true every
year,” he noted.

Most of the firm's 50 Jan. 1 re-
newals were finished by Dec, 28,
Mr. McKinley noted,

Some brokers also believe tha:
the recent renewa! season was not
as bad as during cther years when
the market wrned.

“l have seen many, many cycles,
and no, this one is not as bad,”
added Robert E. Gallagher, pres:
dent of Arthur ). Gall
one is just starting We're just going
into this; it could e a two- 1o three-
round fight.* .

NAIC silent on ISO proposed forms

WASHINGTON—The National
Assn, of Insurance Commissioners
will remain silent on the Insurance
Services Office's new versions of 2
proposed comprehensive general li-
ability policy that call for the elimi-
nation of both sudden and non-sud-
den pollution coverage (B, Oet. 29,
1984).

1SO's new CGL poliey, which in-
cludes an occurrence form and a
claims-made form, was outlined
earlier this month 10 the NAIC
during its winter meeting in Wash-
ington by Carole Banfield, 1SO's vp
of government relations.

C. Courtney Wood, the state-na-
tional director of the Independent
Insurance Agents of Oklahoma,
urged regulators to delay approval
ol the new forms in their states,
The group is concerned about the
confusion that could arise from the
introduction of two forms at the

same time. He also said the elimi-
nation of all pollution coverage
from the form would result in a
form of “reverse discrimination.”

However, Andre Maisonpierre,
president of the Reinsurance Assn,
of America, supported the remova!
of the pollution cover and suic
“specialized coverage shoule be
handled specially.”

1SO has been working on the
new form for about nine years, Ms
Banfield said, and it was filed and
approved earlicr this year in 27
sliles,

But, the recently revised forms,
with the elimination of pollution
cover, have only been approved by
11 state insurance departments,
and the NAIC recently deciced 1o
receive a report on the proposal
without taking a position,

The implementation date of the
new form is Jan. !, 1086, .

lagher, area executive vp of Arthur |
| J. Gallagher & Co. in Rolling

| Meadows, !l “But in general, we
| will have insurance for every-

body.”
A&A's Mr. West said, “I don't
know il erisis Is a proper term” for

| current markel conditions,

“Yes, it is a very difficult market,
but I don't think things are {alling

¢ down around our ears.”

hr. West noted thut the “vast |

majority” of thie year-end renewals
handled by AlA have been com-
would be hearing
ns right now,"”
. Etling at Lawton-Byrne-
Bruner agrecd that while enpacity

| for certain lines has shrunk, his

company didn't feel the pressure
that other brukers report.

“We nave enough murkets o go
W st ¢ can usually find what
Wi it we stialler agent with 10
markets tay have a problem,” he

| said.

Most of Lawion-Byrne-Bruner's
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1985 will see high property /casualty prices, restrictive pclicies

By Robert A, Wilson

LL SIGNS INDICATE that the honeymoon of
A.um.sualty low property/casualty premium levels
15 over.

For the past five years, premiums have, with rare
exceptions, been steadily declining. This is a result of
several factors:

® Insurance companies’ underwriting profits were
relatively high in 1977 and 1978 after major rate
increases in 1975 and 1976,

¢ Investment income was extremely high, which
resulied in “cash-llow underwriting.” Cash-flow
underwriting was a term coined to reflect the fact that
insurance company underwriters were mandated by
Inanagement Lo increase the cash flow without regard
to intelligent pricing and sound underwriting
principles. Management simply wanted more cash flow
{rom new accounts so they could increase the funds
available for investment purposes. As a result,
Inanagement was not overly concerned when
underwriting loss ratios reached 110% and higher.

However, in 1983 there were, in addition to normal
losses, major catastrophic losses that increased loss
ratios to 115%, 120% and 130%.

This condition continued to deteriorate in 1984, For
the first time, we saw major reductions in the surplus of
leading insurance companies.

For example, one leading insurance company's
surplus was reduced by almost 25%. Other major
companies also suffered declines. This situation could
leud to insurance company bankruptcies in 1985 and
1986. I also will lead to significantly higher prices,
more-selective acceptance of policyholders,
more-restrictive insurance policies and more-stringent
lass control. Here is our prognosis in each area:

® Higher prices. With the diminished underwriting
profits in 1983 and 1984, you can expect higher prices in
scveral key areas. The areas where you may expect the
greatest increases are where losses have been the
highest: automobile, general liability, property and
workers compensation. The severity of the increases

You will have to adjust your goals
to respond to the dramatically tighter
marketplace by balancing costs
with coverage requirements. Your
skills as a risk manager. . .must
be honed as sharp as possible.

will depend on how bad your losses have been, how
good you are in complying with loss-control
recommendations and whether you have a good track
record with the insurance company.

For example, one company with severe losses has
seen its property/casualty premiums increase from
$60,000 1o $145,000. -

® More-selective acceptance. In the past few years,
underwriters would accept coverage on almost any
risk. The underwriters would not often insist on
complianice with loss-control recommendations. They
also would frequently ignore sound underwriting
practices. You could just about dictate your terms and

prices to the insurance companies.

You can expeet this to change dramatically.
Underwriters will be more selective in accepting new
accounts and renewing existing policies. Underwriting
guidelines will be more closely followed. If your

| business is in an undesirable class, insurance coverage

will be more difficult and more expensive to buy.Ina
few cases, you might not be able to buy adequate
coverage, or you might be able to buy it only at
tremendously higher premiums,

® More-restrictive insurance policies. Again, in
recent years, insurance companies readily agreed to
broaden coverages and policy conditions. They
removed exclusions and/or restrictions. They more
readily provided “all-risk” coverage. They agreed to
conditions that enhanced the policies for the insured,

often at no additional cost.

However, the tide is rapidly changing. Underwriters
are now reviewing any special provisions or changes in
policy conditions with the utmost care. Many are
simply refusing to accept any modificat:ons of standard
forms,

In addition, underwriters may increase their
underwriting requirements before they broaden your
policy to an all-risk basis. In fact, you migh: even be
faced with that problem at renewal time.
Underwriters, for example, may require a better alarm
system, a guard service or even physical alterations 1o
your building.

® More-stringent loss control. Underwriters have
been very lenient in insisting on compliance with their
engineering departments’ loss-contro!
recommendations,

As the companies return to tougher underwriting
standards, loss-control recommendations w.!! begin to
play a more-important role in their decision-making
process. They may begin to insist that you comply with
optional recommendations, which hasn't happened in
the past five years. You should prepare yourself 1o
become more accommodating to their requests,

In conclusion, 1985 and 1986 will be difficult years
for implementing a cost-effective insura..ce nrogram,
You will have to adjust your goals to responc to the

dramatically tighter marketplace by balarcing costs
with coverage requirements. Your skills as a risk
manager and negotiator will have to be honed as sharp
as possible. You must be prepared to explore u!ternate
non-traditional methods of insuring the assets and
liabilities of your company.

Robert A, Wilson is president of
Corporate Risk Management Ine. in
Hingdale, Ill. Mz, Wilson clso is the
author of the book, “Save 50% on
Casualty Insurance—Yet Improve
Coverage.”

Global programs can offer world of advantages

By S. Robert Beane

THE THESIS BEHIND global insurance programs is
that ultimate consolidation yields ultimate benefit.

This concept is not new; in the United States, risk
managers have for years recognized the advantages of
consolidating their companies' exposures and insuring
them in one or a few policies.

Most risk managers of U.S.-based multinational
companies embrace the concept to the extent of
courdinating the insurance of their foreign subsidiary
companies.

The move toward truly global programs has been
relatively slow, however. Figure 1 on page 18
illustrates how multinationals have traditionally
insured their domestic and foreign property and/or
Cusualty exposures. As the diagrain shows, the domestic
program is entirely segregated from the international
[rrugram.

Global interdependencies and contingent business
interruplion exposules are presumably handled
svparately. However, thuse exposures are often difficult
tu identify and even more difficult to quantily. Too
ulten, they sre inadequately addressed.

Figure 2 illustrates the first move toward global
cunsolidation, Primary domestic and international
programs are still written separately, but the
ditference-in-conditions exposure is now covered by
Lhi hsarsnce vontract,

s sulation has obvious benefits The scope of the
sll-risk coverage is now unilorin i it application o

> and foreign expuadies, The mierdependenc

international issues

and contingent business interruption exposures can be
covered with little opportunity for a loss “falling
between the cracks.” Pricing should be improved by
presenting ene underwriter a greater spread of risk,
which enables him to offer his product at a lower unit
Cost,

A single underwriter should be selected to provide
local admitted coverage as well as non-admitted DIC
coverage 10 avoid arguments among underwriters

| when 3 loss falls in the gray area between local

admitted and the non-admitied DIC.

It is extremely Imporiant, therelore, to select the DIC
underwriter with care, taking Into account what
relationship, If any, the DIC underwriter has with the
foreign Insurers providing the Jocal admitted
coverage,

Figure 3 represents a further move toward
eonsclidation, with the DIC underwrlter now Insuring
the primary domestic program as well, The DIC
underwriter will elther issue the paper directly or use a
fronting insurer and reinsure most or all of the
primary domestlc risk.

Because some countries, predominantly those in
Western Europa, permit nonsadmitied of unlicunsed

insurers to provide insurance, it might be possible Lo

| extend a global propram even further. Figure 4 :Thnwsa
| plobal underwriter now vroviding primary alll-rlsk

| coverage in the Uuited Kingdom and Australia,

| primary cover in

United States and DIC Insurance

worldwlide,

There are numerous advantages 1o this format. First
of all, the insured obtains uniform all-risk cover
wherever possible. And, the greater spreac of risk may
reduce the cost and cushion losses more
effectively.

Most importantly, however, the risk manager now
exerts the greatest possiyle control over the program,
whether it is a monoline program (that is covering
either all property, or liability, or crime, or marine or
cargo), or a multiline program covering a combination
of exposures.

This progression seems 10 indicate that a full-scale
“global" is the most desirable program, one that the
risk manager of every multinatlonal wou'd like 1o
develop,

There are, however, u number of {actors that must be
eonsidered in contemplating a global insurance
program, and there are many hurdles to be overcome
In effecting one, These hurdles inciude:

Continued on next page

8, Robert Beane iz vp and manoger of
the New York internationa!
depariment of Johnwsan & Higgina,
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appears the first Munduy of every
month. This article ia based en a
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HQ SOLVED OUR TEMPORARY
SPACE NEEDS...

While awaiting the completion of the new St. Paul
Holiday Inn, we needed a temporary office from which
to promote the new hotel to potential clients.

HQ had it all...a professional attractive atmosphere '
..a convenient location in the heart of
the business world
..a friendly, high quality support staff

For our temporary office needs, HQ was accommodat-
ing and helpful, and proved to be an excellent resource

for short term leasing.
Sales

Director of]
Holiday Inn-St. Paul/East

LET HEADQUARTERS COMPANIES
SOLVE YOUR OFFICE NEEDS,
. SHORT-TERM OR PERMANENT!

HQ ST. PAUL

St. Paul Town Square
1300 Conwed Tower
444 Cedar Street
Phone: 291-7790

HQ MINNEAPOLIS
Minneapolis City Center
2800 Multifoods Tower
33 South Sixth Street
Phone: 338-2004

‘ SERVICES
KOFFICES

OFFICE AIR CLEANER ..
Takes the Pollution Out of Smokmg

Demgnmmg special offi ce creus torsmokers wom elrmsnate
indoor air pollution. :
. That stale, smoky odor snll hcngs in the air, 50 even Hvou
don t smoke, you smell like you do. And it not only smells bad
- it's unhealthy. One factor that could affect emplovee
" .absenteeism and productivity. - 1. ti
*  The solution for office poliution is o Honevweﬂ Clean Asr ;
Machine. Designed to remove 95% of smoke and other -
" pollutants from office air. And except for cleoner lreshel air,
“youwon't even noficeit'sonthejob. . - :.
Call us todcy for more tmonnmion nbou‘l me Honevwell
- .Clean Air Machine lor omces

lean Air Svstorns Inc.
482-7821 B
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Insurance

Shake-Out

By Eben Shapiro
SK THE generully composed
Robert Provest of the Minnesota
Insurance Information Center
how things are going in the property an
casualty insurance business, and his

composure disappears.
“The industry is going through its

. most horrendous down cycle ever,” Pro-

vast says. “Survival is the name of the
game. Companiesarehurting, defensive,
clawing and scraping to get by.”

In 1982 and 1983, the property and
casualty industry sustained $21 billion
in underwriting losses, more than the
previous 23 years combined. The first
three months of 1984 was the worst quar-
ter in industry history, and some believe
the end of the tunnel is still dark The
industry’s pre-tax operating income —
investment income minus underwnl.mg
losses — has been on the decline since
1979 and is projected to be near zero this
year.

FIERCE COMPETITION

The current problems beganin themid-
19708, when historically high interest
rates and intense competition among
insurance companies fundamentally
altered the way the industry made
money.

Insurance companies generate dollars
in two ways: from policy premiums and
from investment income. Underwriting
profits result when premiums received
exceed claims paid out. Thisis measured
by the industry bellwether, the combined
loss ratio, which uses 100 as a base. When
the industry is making underwriting
profits, the ratiois below 100, which indi-
cates that for every dollar received in
premiums, a percentageis bemg retained
by the company. For example, in 1973 —
a good year — the ratio was 93, meaning
the company retained 7 cents from each
premium dollar generated.

Last year,theindustry's combined loss
ratiowas 118. Foreverydollarreceivedin
premiums, $1.18 was paid out in losses.
In other words, companies were selling
insurance for less than it cost to provide
it

The situation reuu]wd from fierce com-
petition between the nation's 3,000 prop-

erty and casualty companies, all vying '

for a stagnant premium poo! of about
$100 bl]hon That led to “suicidal rate
cutting,” according to William Sirola,
regional manager of thelnsurancelnfor
mation Institute, a trade group.

But high inflation allowed the indus-
try to shift away from its reliance on
underwriting profits. Highinterestrates,
creating high investment returns,
enabled companies to write policies at a
loss and make up the difference with
investment income. This practice has
become known as cash-flow underwriting.

“It's not a sound insurance principle,”
says Gordon Lindquist, president and
chief executive officer of MSI Insurance.
“Under sound underwriting practices if
you pay in a dollar, you don't pay out
more than that. Before interest rates
went up, insurers were forced to keep

their underwriting profitable.”

Sirola and other industry watchers
claim that companies are writing poli-
cies without regard for the risk involved,
just Lo gret prornn.lm income. As a result,
underwriting losses have increased !'mm
$1.3 billion in 1979 to $1:3 hillion in 1983,
Losses are projected at $18 billion next
year,

RATE WARS

The situation further deteriorated ag

inflation dropped, investment income
plateaved and competition kept prices
low. The winner, ul least in the short run,
has been the consumer and businesses.

Sirola tells of an apartment :'ump]:-x
that paid $58,000 premiums in 1981,
$32,0000 in 1982 and $7.000 in 1983,

“The business community knows
they've been getting o fantastic bar
gain,” says Lindquist. He described a
recent bidding war in which five com-
pany bids camein at $135,000, only tosee
a company with an $80,000 bid walk off
with the policy.

While competition held rates down,
weather-related loss claims have soared
to historically high levels. In addition,
many large corporations have been turn-
ing to self-insurance. taking large premi-
ums off the market.

Insurance regulators currently have
700 companies on a “watch list,” 300 of
which areconsidered to bein serious trou-
ble. “There is no other term for this than
‘shake-out,” " says Sirola.

In response, the property and casualty
industry is planning Lo raise prices tothe
point where they are morein linewith the
cost of the service. Experts say only a
consolidated, industry-wide increase
will be effective.

Last year, in whatindustry executives
call a courageous step, Aetna Life and
Casualty increased its rates. But courage
has its price: In six months the company
lost 13 percent of its market share, which
eventually forced Aetna to dropits prices
to previous levels.

Insiders agreethat the industry canno
longer continue to subsidize its growing
underwriting losses. “As a total industry
we can’t go on,” Lindquist says. “We
have to turn the results around or we
won't be here anymare.”

Turning it around meuns raising pre-
mium prices. Commercial insurance is
expected to face the biggest increase, up
to 75 percent in some lines. L;ndquxst
predicts price increases from 25 percent
to 50 percent at MSI. “We are taking
aggressive action to increase our rates
and will be able to get them,” he says.

Sirola predicts that increases won't be

uniform, however. Businesses with alow
loss ratio and good payment records will
probably sustain only 3 percent
increases, he says.
- Lindquist and others say the industry
won't feel the effect of price increases
until 1986. “We need to return to more
sound concepts of insurance,” Lindquist
says. “It's like pro football. In July vou
work on the basics.”

WHAT LIES AHEAD

Sirola isn’t so sure whether the indus-
try can return to profitability by 1986.
One thing he does know, however, is that
areshaped property and casualty indus-
try lies ahead.

“We've seen thelast of a combined loss
ratio of below 100. From now on, insur-
ance will be written based on premium
and investments. It's sort of scary,
because we primarily should be
underwriters.”

Although Sirola says the only cer-
tainty at this point is that prices will go
up, he does have a few ideas about the
future of the industry. Sirola predms
there will be a few “very, very strong
national companies, with another strata
of regional companies that have highly
segmented market niches.

Sirola also envisions the entrance of
major conglomlrn:mmllmu o run insur-
ance companies at a loss in order to use
them as “cash flow machines.”

“Wearegoingtobeplayingonarazor's
edge,” Sirola warns. “There isn't much
room for error. The industry is in a very
careful mnnd of eash planning. There
will be major consequences for compa-

nies that don't adapt Maybe we don't
need 3,000 companies.” ]
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Umbrella liability renewal a tough task

By LORRIE GIBSON

Renewing umbrella liability cov-
erage can be one of a risk man-
ager's toughest tasks in this tight
markel, according to a Business In-
surance survey.

Seventy-seven percent of the
risk managers responding to the
most recent survey of the B/ Risk
Management Board renewed some
type of coverage within the last
eight months. Of these respondents,
40% said renewal of umbrella cov-
erage was the toughest in terms of
the price charged, the limits avail-
able and the restrictions attached to
the policy.

The task may have been the
roughest for the director of risk
management for a manufacturing
and retailing company that was hit
in January with a 500% increase in
premium for $250 million in cover-
age, down from the original $500
million. The risk manager obtained
this quote after going into the mar-
ket and essentially replacing the
current insurers.

“Coming from the base they
were at, 100% (increase) for two to
three years could be understood;
500% in one blow is poor manage-
ment,” he said.

“Generally," he adds, “insurers
want to return to their pet pre-
printed forms and shy away from
manuscripts.”

Umbrella liability insurance
cosls rose 160% for a government
entity that also renewed its cover-
age in January. However, its risk
manager says market diti

ened in the mid-1970s than they are

now.

The bulk of the risk managers
who renewed umbrella coverage in
the last eight months reported in-
creases in the range of 70% to 85%.
The lowest increase was 25%, re-
ported by the risk manager for an
auto club services and personal
lines insurance company who re-
newed coverage in January.

Two other respondents reported
relatively small premium increases
of 40% and 35%, but said the um-
brella insurers insisted on an “abso-
lute pollution exclusion.”

The risk manager who reported
the 35% increase also was able to
raise the policy limits to $25 million
from $10 million. However, he had
sought limits of $50 million for his
company, a manufacturer of indus-
trial and consumer

The 40% increase was reported
by the risk manager for a chemicals
and precious metals company, who
had sought limits of $150 million
but had to settle for his current
limits of $101 million.

The di of risk g
for a manufacturing company
whose premium was increased 79%
—and who had to agree to a
$150,000 deductible when the pol-
icy originally required no deduet-
ible—said his lead umbrella insurer
required an increase in the limits of
the primary comprehensive gen-
eral liability policy.

However, renewing umbrella lia-
bility insurance is not the only
tough task for risk managers.

The di of risk

were worse when the market tight-

for a chemicals manufacturer who
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renewed environmental impair-
ment liability coverage in January
is paying 334% more, after the pre-
mium was increased to $160,000
from $46,500. He also had to accept
a 900% increase in his deductible,
which rose to $500,000 from
$50,000. He did not indicate the
limits of the policy.

The premium for directors and
officers liability insurance for a de-
pariment store increased 240% 1o
$170,000 from $50,000. Limits of $45
million were retained, but the self-
insured retention was increased to
5% of all losses. Formerly, the 5%
retention applied only to the first
$1 million in losses.

And, a small manufacturing firm
renewing its product liability cov-
erage reported a premium increase
of 232%. to $83,000 from $25,000.

A building materials company
that had its premiums for architects
and engineers professional liability
coverage increased 111% also had
its limits cut to $10 million from $15
million, and its deductible in-
creased 233% 1o $250,000 from
$75,000.

And, on top of eve
the i lapped on an
for liability arising from product

ing e!.n.

testing.

A hospital that renewed its medi-
cal malpractice is now paying more
than twice as much for its cover-
age, but coverage for doctors that
are deing their residency at the
hospital was reduced drastically.

A California education and re-
search company squeaked by with
a 20% premium increase for earth-
quake coverage in September, only
1o have one third of its insurers
cancel 1 coverage in January. As
of last month. the coverage still had
not been replaced.

Others, however, apparently
have still been able to find bar-
gains. A manufacturing and ser-
vices company renewed its casualty
coverage in January with an in-
crease of less than 10% in premium
for its loss-sensitive program.

Although the fidelity bond mar-
ket for financial institutions has
tightened dramatically (BI, March
18), a state university that renewed
its blanket fidelity and crime bond
in January had its premium in-
creased only 9% for three times as
much coverage. However, its de-
ductible was increased to $25,000
from $10,000.

And. a hospital succeeded in ren-
ewing its excess workers compen-
salion coverage in October with
primarily the same insurers on its
expiring policy for about 30% less,
while doubling its limits and redue-
ing its deductible.

Although it had received a quote
of £40.000, it finally negotiated a
premium of §15,300, down from the
$22.000 it paid for the expiring pol-
icy. The limits of the new policy
are $2 million, up from $1 million,
The hospital's deductible was re-
duced by 33.3%. .

‘Issues in Insurance’ revisions made

MALVERN, Pa.—CPCU 10—
“Issues in Insurance™—has been re-
vised by the addition of four new
monographs, according to Norman
A. Baglini, senior vp and dean of
the American Institute for Prop-
erty & Liability Underwriters.

The new monographs added to
the two-volume text are: “Environ-
mental Impairment Liability—An
Insurance Perspective,” by David
Sterling of The Hartford Insurance
Group; the National Assn. of Insur-

ance Commissioners report on “Re-
gulating Workers Compensation
Groups™; “Report of the Invest-
ment Income Task Force to the Na-
tional Assn. of Insurance Commis-
sioners™; and “Expansion of Banks
into Insurance,” by the Financial
Services Consulting Group of Coo-
pers & Lybrand,

For more information, contact
Everett Randall at the American
Institute, 720 Providence Road,
Malvern, Pa. 19355. .
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A&A'’s proposal lo acquire
Reed Stenhouse hits snag

NEW YORK—Alexander & Alex-
ander Services Ine. and Reed Sten-
house Cos. Lid may have each failed
to meet the conditions of their pro-
posed merger agreement, but discus-
sions pertaining to the merger were
still continuing late last week (BI,
Dec. 10, 1984).

A&A. the nation’s second-largest
broker, agreed in December to ac-
quire Reed Stenhouse. Canada's larg-

Continued on next page

Pioneers combine comp
with group health plans

By CAROL CAIN
A handful of i and administrators of self-i d

are aggressively cultivating hybrid pth:.(lrum that plehg:"w;rken

p ion i with group th coverage, and others are

expected to follow their lead.
B 1

y p ging the two coverages in an integrated program, the
insurers and administrators say they can coordinate workers com-
pensation and health care clai dministration and cost. i
ment measures, which will save employers money.

However, some major insurers say they are not currently planning

Rate hikes are necessary,
concede risk managers

By LORRIE GIBSON

Most risk gers hit with i e rate increases
averaging 105%—and some reaching as high as 500%—
accept them as r ble and y. according to a
recent Business Insurance su A

But, this hasn't stopped them from blaming the cur-
rent state of the mar-

tightening of the market

Another 23% found the increases to be reasonable
given the recent declines in insurers’ operating income
and reports of inadequaute lass reserves. For instance, 25
commercial property ‘casualty insurers tracked by
Business Insurance reported a 52.4% aggregate decline
in aftertax operating income during 1984 (BI, March
25

ket on the poor man- '

tion/group health package—often dubbed -

g t of insurance

risk management board

Still, one-third of
the respondents said

“24-hour coverage”—because their cur-
rent practices “are good enough.”
Employers, state insurance regulators
and some insurers and brokers have ad-
vocated the integration of workers com-
pensation and group health insurance
programs in the as a way of eliminat-
ing payment of duplicate claims and
streamlining claims pmce:l;g and other
dministrative I ibili
Some also maintained that such an ap-
proach could fuel competition in the mar-
ket, further enhancing the savings (B,
April 16, 1984; May 2, 1983; Aug. 2, 1982),
But the plexities and differences
between the two types of coverage, along
with state regulations, have stymied de-
velopment of combined workers compen-
sation/group health packages until only recently.

to offer a combined workers
My
- ~
7,
Zms

hined

that are now actively marketing progr define their
parameters differently and are going after a distinct niche in the
market.

For instance, Philadelphia-based CIGNA Corp. describes its “24-
Hour Coverage™ as a comprehensive insurance program combining
the administration of workers compensation coverage and group
health benefits, although the coverages are written on separate poli-
cies. The five employers that have signed up for the coverage, w
was scheduled to be marketed nationally late last month after a
six-month test period, are all large accounts.

Meanwhile, Blue Cross & Blue Shield of South Carolina and two
of its subsidiaries are offering “P: 24" a pacl plan that
includes separate health care, workers compensation, life and dis-
ability coverages. The product is being sold to employers with seven
to 49 employees; 15 have signed up since it became available last fall.

Broker Arthur J. Gallagher & Co. in Rolling Meadows, I1, is of-
fering a single excess insurance policy to self-insurers that includes
coverage for workers compensation, employers liability and group
health risks. So far two clients have been attracted to the “Gallagher
Integrated Employee Security Plan.”

And, Waters Insurance t Corp. in Sarasota, Fla., took
what it learned from 25 years of managing a self-insured workers
compensation pool for Florida contractors and its recent experi

The two insurers and two administrators of self-insured programs

Nor is it stopping
them from fighting
back: They are taking
a4 more aggressive
stance in renewal ne-

Did risk managers help drive down insurance prices?

current insurance
prices were “outra-
geous and intolerable™
because the price in-
vreases are more than

gotiations and are ex-
ploring more self-in-
surance of risks to cut
their costs, the latest
survey of the Bl Risk
Management Board
shows.

The Risk Manage-
ment Board is com-
posed of 73 risk man-

insurers need to make
a profit on the cover-
age of fered.

And, 79% of the risk
managers criticized
the insurance industry
when asked to pin-
point the cause of in-
surance cycles of hot
competition and cheap

agers who have volun-
teered to respond to
periodic surveys on
risk management
topics. The latest sur-

prices followed by pe-
riods of tight capacity
and dramatic price in-
(reases.

Fifty-one percent

vey had a 59% re-

sponse rate; 74% of the respondents renewed some type

of insurance coverage within the last eight months.
Almost half of the risk managers responding to the

latest survey said the recent increases in insurance

prices are dramatic, bul conceded they were acceptable

given the bargain-basement prices that preceded the

said the dramatic
swings in cycles are
the result of poor management of insurance companies:
another 28% said the cveles are intolerable because
modern data processing should provide insurers with
the statistics they need 10 properly price their products
and avoid such dramatic swings

Continued on page 29

Former self-insured client
wins $2.2 million from GAB

By MEG FLETCHER

LOS ANGELES—A former client of GAB Business
Services Inc. is entitled to $2.2 million from the third-
party claims administrator for GAB's failure to ade-
q.untly administer and pay its third-partr Hability

with a similar group health program and combined the two into its
Wmmm.'%mumwhmmwnm
em| ers (see s

oo Lo o ot eimting hw uch hl podus
can save buyers, noting that the programs are (00 new 1o track cost
savings, l.'.gnhq.m ly have not yet detsrminad
how well

group health
packages is coordinated claims ment, which relies on sophis-
ticated data collection and analysis. Through this type of monitoring,

: Continued on page 4
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# lederal district court judge has
Judge Robert J. Kelleher of the U.S. Centr#! District
Court of Ealifornia ruled March 20 that GAH: ®hich is
based in Pamippany, NJ., should pay $2.2 in

com) »'M#m damages for breaching the o af hs
g&ﬁ? ¥ith the Southern California ‘I

At Iniiz was GAR's handiing of RTR slﬂm T
three-yisr c:'uum'uw “r'm In foree for m:h-

from . §, 1978, 1o April 15, 1980,
The “&'ﬁ notified GAB it was canceling the ﬁmrm
in Februsry AB o

1880, Bhortly therealter it suod
recover ihe additional expenses the RTD Iiturred
when W days it was forced to replace GAR'R \cen
and o f55eyer losses from excessive P.’Mh.fq
RTRD ;&1 Ald hi punitive damages, chaf k!

QAR i fidusiary responsib)
0 5 A i T g
ing of a large nu r
period of lirlne. it is more common for a TPA 0 be sued
over its handling of one particular claim. .
The GAB case also may be the first time a major TPA
has been successiully sued.

The RTD, which operates the public bus service in
Los Angeles and surrounding counties, also is suing
GAB over its handling of claims from Aug. 1. 1975, to
July 31, 1978. That suit. covering an earlier period than
the suit that RTD has won, was filed while the first case
was in litigation and is pending before Judge Kelleher.

Meanwhile, GAB hus been numed as a defendant ina
lawsuit filed by Iis current errors and omissions insurer
against jis former grrors and omissions insurer over
whieh undepwritey is respeneibile fnr paying the RTR

NS g WEHTY | P 403, .

Ep Wm_.\h the tesylis” saig Pmrm'n
Caynsel Richard T. Pusgrs of the 12.2 millan pwrrd.
pw’m ‘B MHGFNEY I the easi. Rudi .j}nn; ]
Fisher & Rrager alpf-w_ﬁuu--k-- waicd thy TR was "exr
cessively pampensaied ’ y 2

| think I |s quite Jikeiy that we will appeal.” said
CGAB's Chairmen lrvine E Willlamson,

The 100-year-ald (AR, which Is owned by UAL Ine.
in Elk Grove Villuge, 111, is the third-largest prope
erry/ensinliy gimims adininisiraior (ar seifrinsyrers, ac:
cording 2 N TREENS Pusinean [Fawrenss Fanking (Al
“; L AR Pl ot 3400 iR iR Fisima ap ket

of | sejfrimgrid «hongs,

The relationship between RTD and GAB began Aug,
1. 1974, when GAB ook over the administration of
RTD's liability claims from Transn Casualty Insurance

= Continued on page 40
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~ Majority of risk managers

admit rate hikes are needed

Cuntinued from page |

“I seriously question the need for
such lraumatic rale increases and
restrictions in coverage,” wrote the
director of the office of risk man-
agement for a county government,
that as of March 1, had not been
able 1o replace liability coverage
that expired Jan. 1.

“l place primary responsibility
for the problem on the reinsurance
underwriters for their cyclical be-
havior,

“l was a property insurance un-
derwriter during the 1970s. While
underwriting positions were con-
servative, they were somewhat ra-
tional,” he continued. *It is not the
case now. There is no logic or rea-
son behind the existing and proba-
bly coming insanity.”

“The carriers are greedy,” was
the conclusion of the risk

Regardless of who is to blame, it
is a fact that insurance prices have
shot up over the list year; available
limits have been reduced; and in-
surers have placed more restric-
tions on policies. Two-thirds of the
risk managers surveyed said cur-
rent market conditions are the
worst they have ever seen,

The respondents, however, are
somewhat split on exactly how
tight the market is.

Half said risk managers can get
whatever coverage they want if
they are willing to pay for it, but
about a third disagreed with that
assessment.

Several risk managers pointed
out that availability often depends
on what type of coverage is being
sought.

Continued on next page
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for a transportation and trucking
company.

“It’s all so unnecessary—insurers
contnue to overreact to conditions,
creating cycles,” said another re-
spondent.

‘Risk managers and
brokers have lost
their bargaining
positions,’ one risk
manager says.

“I certainly agree that companies
need higher premiums, but they
shouldn’t try to get it all back in
one year,” lamented the risk man-
ager for a household products man-
ufacturer who was hit with an 87%
premium increase. (He did not in-
dicate what type of insurance he
was renewing.)

However, 12% of the respondents

said the cyclical nature of the in- |

surance market is uncontrollable
because the law of supply and de-
mand dictates insurance prices.
Nine percent said the swing in
cycles is inevitahle because of the
uncertain ultimate cost of insurers’
assumed liabilities.

A majority of the respondents to
the B/ survey also conceded that
risk managers and their brokers
played a role in driving down the
price of insurance over the last
eight vears.

Almost three-quarters of the re-
spondents said risk managers must
share the blame for pushing insur-
ance prices into the bargain base-
ment. Sixteen percent said they
played a tremendous role in forcing
insurance prices down because
they purchased insurance based
primarily on its cost.

An additional 56% said they had
“some” influence on the cost of in-
surance because they did consider
price as well as other factors in
choosing insurers.

And. 84% said their brokers
helped create and sustain the last
competitive cycle. Nineteen per-
cent said brokers had a tremendous
part in forcing prices down because
they played insurers off one an-
other to drive down premium
guotes.

An additional 65% said the bro-
kers influenced insurance prices
“some” because they generally
sought the lowest price possible so
they would not be underbid by a
competitor.

On the other hand, 28% of the re-
spondents absolved risk managers
of any blame for the underpricing
of insurance, agreeing that insur-
ance companies willingly drove
prices down in their quest for a
larger market share. Similarly, 19%
said brokers had nothing to do with
forcing insurance prices down be-
cause insurers—nol brokers—issue
the quotes

o o o o o i o o . -
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r-three percent said environ-
mentsl impairment Liability cover-
age is the most difficult to obtain;
44% said finding high limits of lia-
bility coverage is the risk man-
ager’s biggest headache.
Twenty-six percent said profes-
sional liability coverage—including
medical malpractice coverage and
errors and omissions insurance for
insurance agents, architects and en-
gineers and publishing companies
—was the most difficult to obtain.
Another 21% said they had the
most trouble finding directors and
officers liability insurance. (Many
respondents marked more than one
type of coverage as the most diffi-
cult to obtain).
While the majority agreed that
the market appears to be tighter for
liability coverages, three respon-

‘| seriously question the need for such traumatic
rate increases and restrictions in coverage. |
place primary responsibility for the problem on
the reinsurance underwriters for their cyclical
behavior,’ says one risk manager.

dents cited difficulties in obtaining
property coverage, both primary
layers and high-layer difference-
in-conditions coverage.

To counter these tight market
conditions, risk managers have de-
veloped strategies for successful
coverage renewals.

Forty-four percent said the most
important thing a risk manager can
do before renewal negotiations is to
prepare detailed underwriting in-

formation to show the insurers ex-
actly what the policyholder's expo-
sures are and what the loss experi-
ence has been,

About a fifth of the respondents
said a risk manager should meet
with top management before re-
newals and decide what risk reten-
tion levels will be acceptable if they
must be increased to hold down
premium costs. Others stressed the
need to let management know

B
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ahead of ime that insurance cost
will probably increase signifi-
cantly.

Twenty-three percent advised
risk managers renewing coverage
in this market Lo start early.

But, when the actual negotiations
begin, risk managers' strongest
bargaining chip for getting cover-
age they want at the most reason-
able price in this market will be
good loss experience, a longstand-
ing relationship with insurers and
the existence of sound loss-control
programs, survey respondents said.

Good loss experience is the best
thing a company can have going
for it when renewing coverage in a
tight market, according to the sur-
vey. It was cited as one of the most
effective bargaining tools by 47% of
the respondents.

Another 37% said the existence of

The 13th Annual EMPLOYEE BENEFITS COMMUNICATION AWARDS
will be presented on August 5th during the Business Insurance
“Communicating Benefits” Conference in New York City.

A panel of benefit managers, directors of communication and
advertising specialists will select winners from five different
categories of programs.
The Competition is open to all companies in the U.S. and
Canada and has no restrictions as to the size of the company.
Entries will be accepted beginning April 15th. No entry will be
accepted after May 20th.

To obtain rules and entry forms call Ann Vazquez, Communication

Services Department, Business Insurance, 212/210-0137.

0 puUDBCohon of Cros Communscaians inc

: , EBC Awards/Business Insurance
Communications Services Dept., 220 E. 42nd Street, New York, N.Y. 10017

surers

Wl sk will continue
5K

said risk manag-

ers past lovalty to their insur-
ers will pay olf

Ir other section of the
survey, 26% said risk managers
wha built long-term relation-
ships with insurers will be able
to secure lower prices than
those who shopped around.
Forty-two percent said those
who remained faithful will
find himits closer to what they
are seeking than those who
switched often

However, many others sur-
veyed doubted loyalty would
pay off in this market. A third
said risk managers who built
long-term relationships would
gut no better (reatment,

“Insurers preached longev-
ity and then they ignored it."
complained one risk manager.

“Loyalty means nothing in
this market.” agreed another.
“Lovalty does not exist any-
more.

Forty-seven percent said
that if a risk manager could
achieve a premium savings of
25%. he or she should forego a
longstanding relationship and
switch insurers to save money.
Ancther 30% said the savings
would have 1o be 50% of their
previous premium before they
would switch insurers.

Only 5% thought a 10% sav-
ings would warrant changing
underwriters. Another 7% re-
commended hanging onto the
existing insurer unless the sav-
ings achieved by switching
would be 75% to 100% of the
current premium.

However, the assistant vp
for a chain of retail drug stores
cautioned against choosing an
insurer whose price is too low.
“Acceptling too low a price
lessens security. Sooner or
later we will be paying our
own losses,” he warns.

Twenty-three percent said a
company's ability to accept
higher deductibles or self-in-
sured retentions also increases
its bargaining position.

In fact, most of the respon-
dents are considering aban-
doning the commercial insur-
ance market completely and
self-insuring their risks.

Seventy percent said the
tightening of the market has
prompied them to explore al-
ternative risk-funding mecha-
nisms such as captive insurers,
group caplives or other forms
of sell-insurance.

But, others will “grin and
bear it" until the cycle turns
again in their favor.

“Risk managers and brokers
have lost their bargaining po-
sitions,” admits the manager of
corporate insurance for a
building materials manufac-
turer. His company’s premium
for architects and enginesrs
professional lisbility insurance
Increased )11% 1o $230,000
from $108,000 for anly $10 mi)-
lien in eaveragy with »
$250.000 sglf-ipsyred reten-
tion. down from §I8 milllan
Jimits with a $75,000 petention.

the time belpg, the In-
surers have it all their way—
but it won't last becayas Insur-
ers wun't hang together on
rate incresses,” he said,
*Eventually, desire for new
business will become imper-
Wt

The avaigtens g &i risk end
ipsurance management far &
commercial bank shares this

: wait for 1987 for the
price-cutting to begin again!™ »




Analysts predict large increase
in businesses’ insurance costs

Associated Press

New York, N.Y.

Businesses can expect large in-
creases in their insurance premiums
because the nation's property and
casualty insurers suffered record un-
derwriting losses In 1984, analysts
said Wednesday. They said home

and auto owners would be less af-
fected.

The $21 billion in underwriting
losses in 1984, combined ‘with $13.3
billion in losses in 1983, was more
than the total underwriting deficit
for the previous 25 years, according
to the Insurance Information Insti-
tute. .

The 1984 losses were not offset by
investment income, which was $17.3
billion, said the institute, a communi-
cations organization for the property
and casualty insurance business,

“The last year was far worse than
anyone imagined that it would be,”
said Leandro Galban Jr., a security
analyst for Donaldson, Lufkin & Jen-
rette Securities Corp.

Galban said his company's forecast
called for about a 20 percent in-
crease in commercial insurance pre-

miums, a 5 percent to 10 percent

increase in personal homeowners In-

. surance premiums, and a 6 percent

to 7 percent increase in personal

" auto insurance premiums in 1985.

Businesses also can expect higher
deductibles, limits on coverage and

reductions of discounts, he said.

Herbert Goodfriend, an analyst for
Prudential-Bache Securities, Inc.,
said his company's forecast called
for about a 15 percent increase in |
commercial premiums and a 5 per-
cent increase in premiums for home-
owners and auto owners.

The biggest losses occurred in the
commercial insurance field, where
competition for business and the un-
derestimation of settlement costs,
particularly in the workers compen-
sation area, hurt insurers, the insti-
tute said, Settlements for injuries
caused by pollution in the workplace
soared in 1984, it said.

“The courts and juries have been
liberal in some parts of the country

. in awarding damages to the disabled

and the sick and people who are hurt
on the job,” Goodfriend said.

Premium increases will not be large
enough to be reflected in price in-
creases for most goods and services,
although medical malpractice insur- |
ance rate increases could raise the

. cost of medical care, the analysts

said.




April 12,

Mayor & Councilmembers

John A. Olson, Assistant City Manager

RE: Inquiry by Councilmember Herbes

Before the last meeting, Councilmember Herbes requested some information regarding
the lights and electronic equipment installed on the Police Chief's car. When we
purchase new police vehicles, some of the electronic equipment is installed by our
mechanies at the garage, however, the more technical equmment is installed bv a
company called Emergency Service Systems, which speclahzes in custom electronic
emergency equipment installation.

Following the request of Councilmember Herbes I asked the Police Chief for an
explanation and his explanation is attached to this memo.




To:s John A. Olson, Assistant City Manager/////

From: James F. Mossey, Chief of Police ‘)7? ‘
Date: April 8, 1985

Subj: Vehicle #210 Electronic Equipmenk Conversion

Per your request, the following is in response to questions posed
by Council Member Herbes regarding the equipment conversion on
police vehicle # 210.

Emergency Service Systems is a local company which specializes in
custom electronic emergency equipment installation., This company
has an outstanding reputation throughout the entire Public Safety
community. This firm is the only one in our area that specializes
in this type of work, Our department has utilized this firm for
quite some time now. We have purchased custom switch control
heads and specialized lighting equipment in the past. We also had
our Police Reserve vehicle outfitted by ESS., Their work has
always been exceptional., When our present marked cars develop a
problem, we send them to ESS for repair. Due to the nature and
complexity of today's emergency equipment on our police vehicles,
it has become necessary to rely on outside expertise to solve
some electrical problems which arise.

Many area departments have made the decision to have ESS do all
public safety vehicle equipment conversion/installation instead
of the regular city mechanices, We have not gone into outside
installation and repair lightly. We are taking it a step at a
time and only after consultation with the city mechanics, We must
be able to determine if our mechanics have the time and necessary
equipment to solve the complex problems which tend to plague us
from time to time. I can forsee a day in the future when it may
be necessary to have ESS or a similar company do all police car
conversions for our department,

The experience that this firm has gained in this area is immense.
One of their specialties is equipment concealment, It is
important that our unmarked vehicles be as covert as possible
because of the nature of the work. It is also important for some
vehicles, such as the car I use, to have various electronic items
situated out of plain sight so as to lessen the possibility of
theft when the vehicle is left unattended.

It can be very time consuming for a mechanic who is not familiar
with equipment concealment to research how and where to install
equipment in non-standard places. The personnel at ESS do this
on a daily basis.




James F. Mossey . Page 2

We have seen many vehicles that ESS has done in a similar manner
to what we desire for our unmarked vehicles. The microphone cable
in the #210 vehicle had to be extended from the glove compartment
to an area next to the driver., The siren had to be modified so as
toallow for remote operation. ESS was able to do this in a short
period of time because of their vast experience. We now have a
model that our mechanices can copy for future un-marked vehicle
conversion.

The city mechanics were doing the conversions on our marked squad
cars at the time I had scheduled the #210 vehicle to be
converted., With their (city mechanics) other responsibilities,
the complex nature of this conversion and the time anticipated to
complete same, I felt all concerned would be better served if the
work was done by an outside agency.

The following are departments in our area which have work done by
ESS;

Eden Prairie South Lake Mtka
Brooklyn Park Minnetonka
Medina NMMC

H.C. Park Rangers Orono

If you have any further questions or if I can be of further
assistance regarding this issue, please let me know.




dent of Argonaut Insurance Co. in
Menlo Park, Calif. Mr. Baker is serv-
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Canceliation hikes
cities’ coverage COsts

By STEVE SHERWOOD

LAGUNA BEACH, Calif.—Twelve California cities are paying
300% more for their excess municipal liability coverage after Mead
Reinsurance Corp. pulled out of the municipal liability market in
California.

The cities, each a member of the Orange County Cities Risk Man-
agement Authority that collectively paid about $300,000 annually for
the Mead Re coverage, will now pay almost $1 million”a year collec-
tively for excess coverage written by Planet Insurance Co., a Re-
liance Insurance Group subsidiary, said Ross Oliver, contract risk
manager for the OCCRMA.

The Planet coverage, like the Mead Re policies, provides $11 mil-
lion in liability coverage excess of each city's self-insured retention.

In addition, Mead Re canceled the cities' excess workers compen-
sation coverage along with the municipal liability coverage. The
cities have since purchased workers comp coverage with General
Reinsurance Corp., although their rates increased 49%.

“Mead Re canceled as of Dec. 12, saying loss experience was unsa-
tisfactory and they could see nothing better in the future unless the
joint and several liability provisions of the state’s tort liability law
were repealed,” Mr. Oliver says. The policies were to expire on
March 1, 1985.

Under joint and several liability, a city could be forced to pay an
entire tort judgment even if it is only found partly liable, Mr. Oliver
says.

“This is killing public entities. Plaintiffs’ attorneys are looking for
any reason to find negligence on the part of cities. We've worked
unsuccessfully for several years to relieve this situation,” he says.

“Mead Re is no longer in the public entity insurance business (in
California)," says Steve Petrakis, president of Petrakis Insurance
Services of San Francisco, a surplus lines broker representing Mead
Re and Planet's underwriting manager.

Because of “deep-pocket” statutes that call for joint and several ;

liability, (Mead Re) can't continue underwriting the cities' risks, he
says.

Mead Re, which was on the OCCRMA policy for about five years,
“got out of the field about 18 months ago but stayed on the accounts
it had. Premiums are too low with the losses going on.”

“We had gotten out of most of it in 1983, says Patricia Fleisch-
man, president of Patricia Fleischman Inc. in New York, Mead Re's
underwriting manager. “In 1985, we will not renew the few (munici-
pal liability) policies in California we have left.”

Ms. Fleischman also blamed Mead Re's withdrawal in California
and other states like Arizona on joint and several liability statutes.

“It is not a problem limited to California, but it is exaggerated
there, where they have more plaintiffs’ attorneys, antagonistic juries
and judges who dislike insurance companies.

“We were sorry to get out of this line in these states, but you reach

Continued on page 30

Tougher surpius

By MEG FLETCHER

WASHINGTON—The capital and surplus require-
ments for surplus lines insurers should be increased
significantly to weed out financially weak companies,
an insurance industry-based advisory committee
told state regulators.

The committee, which gave a verbal report last
week to the Surplus Lines Task Force of the Na-
tional Assn. of Insurance Commissioners, prefers
this type of regulation of surplus lines insurers to
the establishment of surplus lines guaranty funds
to pay policyholder claims if a surplus lines in-
surers goes broke.

The committee also made three other sugges-
tions for dealing with insolvencies among surplus
lines insurers.

Attorney Donald J. Greene, who reported on the
work of the advisory committee at the NAJC winter
meeting in Washington last week, said a significant
number of surplus lines insurers would be forced out of
business by the “remarkably” higher capital and sur-
plus requirements considered by the committee.

Seaway’s poteiitial
By MICHAEL BRADFORD

MONTREAL—The Canadian St. Lawrence Seaway
Authority won't know if it has sufficient insurance lo
cover claims from owners and operators of 164
stranded vessels until losses have been totaled and law-
suits actually have been filed.

The authority is denying liability in a Nov. 21 break-
down of a bridge it owns that spans the St. Lawrence
Seaway near Montreal. A malfunction in the pulley
system that raises the bridge caused it to rise only 40
feet above the water, too low for ships to pass under on
the 190-mile link between the Great Lakes and the At-
lantic.

Shippers_have filed around 200 notices of intent to
file lawsuits, charging economic losses that could go as
high as $40 million, according to one company.

Fred Petrie, vp of marketing for Canada Steamship
Lines in Montreal, said lost earnings from the 15 ships
his company had stranded in the waterway would
amount to about $4 million. Industrywide, he calculates
shippers will lose at least $40 million because of idle
time spent in the waterway and lost business opportu-
nities.

“We've done the mathematics,” he said, "figuring it
is costing the average ship around $12,000 per day."

Norm Willans, general counsel for the seaway au-
thority, would not release insurance information ex-
cept to say Johnson & Higgins in Toronto was the bro-
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Although the license clears the way for Burling-
ton to fund employee benefits through the Virgin
Islands operation, it would still presumably be sub-
ject 1o the so-called “50% rule.” That rule, drafted by
the Labor Department in 1979, states that an insur-
ance company subsidiary can underwrite its par-
ent's employee benefits as long as that business does
not comprise more than 50% of the company’s total
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in the Exempt Insurance Act that requires support
businesses to include one principal that has been li-
censed in the territory for at least one year.

Also, in addition to the Burlington captive, Ms.
England said during the conference that a local in-
surer, North Ametican Insurance Co., has also ap-
plied for a license under the Exempt Insurance Act.
“They are locally owned and have no other
branches,” she said. .
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Cancellation hikes cities’ cosis

Continued from page 3
a point where the conditions make
the risks uninsurable,” she said.

When Mead canceled the cover-
age for the OCCRMA members, the
authority’s broker, Robert F.
Driver Co. of Newport Beach,
Calif., sought quotations from about
a dozen insurers, Mr. Oliver says.
Of these, four submitted quotes,
and Planet won the account.

However, the new coverage is
not as comprehensive as the former
coverage.

The Mead Re policy provided the
cities with inverse condemnation
liability coverage, which protects a
city if a person is denied access to
his or her home due to a catastro-
phe and the city is found to have
done nothing to prevent it.

“In California, inverse condem-
nation is a significant risk,” Mr.
Oliver said. “We were among the
only cities in the country to have
coverage for it. It protected against
physical damage to real and per-
sonal property.”

However, “We were able to re-
tain inverse condemnation defense
cost coverage, which is good since
such costs can be high.”

Although each of the cities will
pay an average of 300% more for
the Planet coverage, the cancella-
tion will be even more costly to
three of the cities: Laguna Beach,
San Clemente and Stanton. Those
cities’ self-insured retentions will
increase to $250,000 from $100,000,
The other nine cities will keep
their $100,000 retentions.

“Laguna Beach is a small beach
community of 17,000 people, but on
weekends the population soars to
about 200,000 people with the in-
flux of tourists, and San Clemente
is in much the same situation,” Mr.
Oliver explained.

“But Stanton is landlocked and
unexceptional as far as risk and loss
experience are concerned,” he said.
“Even after talking to the un-
derwriter, I don’t understand why
it was included.”

Mr. Oliver sees the increase in
retentions as a trend. On the quotes
supplied by the other insurers, “the
underwriters would have required
all the cities to raise their reten-
tions to $250,000 and they were not

" all that much better in premium.”

Laoss experience for the member
cities vary, but if calculated on in-
curred losses to total earned pre-
mium, the loss ratio is less than
100%, Mr. Oliver said. “That'’s high,
but not awful. In the last three
months, we settled several claims
that had frightened the un-
derwriters for within the self-in-
sured retention.”

But, municipalities can pose large
exposures to underwriters, Mr.
Oliver said, citing a recent claim
against Newport Beach, Calif.,
which is not an OCCRMA member.

A man who dived into the surf
off Newport Beach hit a sand bar
and became a paraplegic. He then
sued the city and recently won a $6
million judgment, Mr. Oliver says.

“The theory of the courts is that
the city should have warned the

diver that he might hit a sand bar,”
Mr. Oliver says. “The real story
here is that there is a rotten tort lia-
bility situation in California.”

Besides the change in the excess
liability coverage, the cities also
had to buy new excess workers
compensation coverage because
Mead Re canceled their work comp
coverage, too.

“Mead was not heavily involved
in excess workers compensation,
but we negotiated with them for
the coverage,” Mr. Oliver says.

Most of the insurers OCCRMA
and its broker contacted about re-
placing the work comp coverage
required the cities to increase their
self-insured retention for work
comp risks from the previous
$100,000 retention.

Eventually, the cities opted to in-
crease their retentions only slightly
to $125,000, even though substan-
tially increasing their retentions
would have meant a smaller rate
increase.

The coverage purchased from
General Re cost the cities a total of
$107,000, compared with the
$57,500 premium they had paid to
Mead Re for the work comp por-
tion of the coverage. However, Mr.
Oliver explains that the cities’ rate
actually increased only 49% be-
cause their payrolls had risen.

Besides Laguna Beach, Stanton
and San Clemente, the other
OCCRMA members are the cities of
Cypress, Irvine, LaPalma, Los Ala-
mitos, Orange, Tustin, Villa Park,
Westminster and Yorba Linda. =
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RESOLUTION APPROVING A JOINT PROGRAM
FOR FINANCING RENTAL HOUSING AND
GIVING PRELIMINARY APPROVAL TO A
JOINT POWERS AGREEMENT AND REGULATORY AGREEMENT
IN CONNECTION THEREWITH AND APPROVING
AN INCREASE IN BONDING AUTHORITY

WHEREAS :

(A) The City Council of the City of Crystal, Minnesota,
by resolution has approved a multi-family rental housing
development, (the "Project") and the financing thereof pursuant
to Minnesota Statutes, Chapter 462C with approximately
$6,500,000 revenue bonds:

(B) It is now proposed that the Project should be
financed, together with certain other multi-family rental
housing projects located in various municipalities in the State
of Minnesota, pursuant to a single issue of revenue bonds or
obIigations;

(C) It is anticipated that such revenue bonds or
obligations will be structured as a "loan-to-lender"
transaction with Midland Financial Savings and Loan Association
of Des Moines, Iowa acting as the "lender", and that the bonds
will be underwritten by Piper, Jaffray & Hopwood Incorporated;

(D) It is further proposed that the Housing and
Redevelopment Authority of the City of Saint Paul, Minnesota
(the "St Paul HRA") should issue the revenue bonds or
obligations, acting on behalf of itself with respect to certain
projects located within the city limits of the City of Saint
Paul, and on behalf of such other municipalities, including
this City, as may approve the financing of multi-family rental
@ogsing projects located therein for financing pursuant to a
joint program;

(E) It appears that such an issue of bonds or obligations
to finance a joint financing program will result in substantial
financial benefits to the developers of the multi-family rental
housing developments and will accordingly assist the economic
viability of such developments and will result in lower rental
housing costs to the residents of such developments;




(F) There has been submitted to this City Council a form
of Regulatory Agreement and a form of Joint Powers Agreement
providing for a joint housing program and for the issuance of
bonds or obligations to finance such joint housing program;

(G) The City Council has been advised by Piper, Jaffray &
Hopwood Incorporated, that the joint powers financing referred
to above has been structured so that the bonding authority for
each municipality must provide for the funding of a pro-rata
portion of a letter of credit commitment fee with respect to
the issue and the funding of a reserve fund; and

(H) It appears that the bonding authority of $6,500,000
approved by resolution must be increased by approximately
$693,000 to provide funding for the portion of the letter of
credit commitment fee and the reserve fund allocable to the
Project.

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

1. The City hereby approves the financing of the Project,
together with certain other multi-family rental housing
developments located in various municipalities in the State of
Minnesota, by the issuance of a single issue of revenue bonds
Oor obligations to be issued by the St. Paul HRA on behalf of
itself and all of such other municipalities.

2. The form of the Joint Powers Agreement submitted to
this City Council is hereby approved. The Mayor and such other
officers or employees of the City as may be appropriate are
hereby authorized and directed to execute the Joint Powers
Agreement upon execution thereof by such other municipalities
or other political subdivisions as may also approve the
financing of multi-family rental housing developments located
in each of them for financing under the joint program. This
City Council hereby authorizes and directs the Mayor and other
appropriate officers and employees of the City to execute the
Joint Powers Agreement with such variations, alterations,
modifications or other changes as may be required to effectuate
the purposes of this resolution and are not, in the opinion of
the City Attorney, materially adverse to the interests of this
City.




3. The Mayor and other appropriate officers or employees
of the City are further authorized and directed to execute a
Regulatory Agreement by and among the developer of the Project,
the City, the Trustee for the revenue bonds or obligations
issued to finance the joint program, and such other parties as
may be appropriate. Such Regulatory Agreement shall be subject
to the approval of the City Attorney, and shall contain such
terms and conditions as may be required to implement this
City's policies with respect to rental housing, with respect to
the payment of fees, expenses and other charges associated with
revenue bond financing, and with respect to any other matters
which would normally be included in agreements between the City
and the developer of a project financed by revenue bonds. The
approvals and authorizations contained in this resolution are
hereby made expressly subject to the execution of such
Regulatory Agreement containing such terms and conditions as
may be acceptable to the Mayor and City Attorney.

4. The City hereby approves an increase in bonding
authority for the Project by the sum of approximately $693,000
to a total bonding authority of approximately $7,193,000.

5. Except as amended herein, the City hereby ratifies and
approves the resolution previously adopted, with respect to the
Project.

Adopted:

Attest:

City Clerk
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CONTRACT FOR PRIVATE DEVELOPMENT

THE CITY OF CRYSTAL, MINNESOTA,
and

THE HOUSING AND REDEVELOPMENT AUTHORITY
OF THE CITY OF CRYSTAL

and

CRYSTAL APARTMENTS LIMITED PARTNERSHIP

This Instrument Drafted by:

LeFevere, Lefler, Kennedy,
0'Brien & Drawz

a Professional Association

2000 First Bank Place West

Minneapolis, Minnesota 55402

Telephone: (612) 333-0543
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CONTRACT FOR PRIVATE DEVELOPMENT

THIS AGREEMENT, made and entered into as of this day of
March, 1985, by and between the HOUSING AND REDEVELOPMENT AUTHORITY IN
AND FOR THE CITY OF CRYSTAL, MINNESOTA, a Minnesota public body
corporate and politic, (HRA), the CITY OF CRYSTAL, a Minnesota munici-
pal corporation, (City) and CRYSTAL APARTMENTS LIMITED PARTNERSHIP, a
Minnesota limited partnership, (DEVELOPER).

WITNESSETH:

WHEREAS, the City and the HRA have created and established the
Bass Lake Road-Becker Park Redevelopment Project Area (Project Area)
pursuant to the authority granted in Minnesota Statutes, Sections

273.71 to 273.77 and Chapter 462 (collectively, the Act); and

WHEREAS, the HRA and the City have, pursuant to the Act, duly
established a Redevelopment Tax Increment Financing District (TIF
District) and adopted a tax increment financing plan (TIF Plan) to
finance all or a portion of the public redevelopment costs of the

Project Area;

WHEREAS, in order to achieve the objectives of the Redevelopment
Plan as hereinafter defined and particularly to make land in the
Project Area available for redevelopment by private enterprise for and
in accordance with the uses specified in the Redevelopment Plan, the
City has determined to provide substantial aid and assistance through
the sale of bonds or other obligations to finance the public

redevelopment costs of the Project Area; and

WHEREAS, the Developer has proposed a development as hereinafter
defined within the Project Area which the FRA has determined will

promote and carry out the objectives for which redevelopment in the




District has been undertaken, will assist in carrying out the Project
Area and the TIF objectives of the TIF Plan, will be in the vital best
interests of the City and the health, safety, morals and welfare of
its residents, and is in accord with the public purposes and provi-
sions of the applicable state and local laws and requirements under
which redevelopment in the District has been undertaken and is being

assisted:

NOW, THEREFORE, in consideration of the premises and mutual
obligations of the parties contained herein, each of them does hereby

represent, covenant and agree with the other as follows:

ARTICLE I.
DEFINITIONS, EXHIBITS, RULES OF INTERPRETATION

Section 1.1 Definitions. 1In this Agreement, the following
terms have the following respective meanings unless the context hereof
clearly requires otherwise:

(a) Tax Increment Bonds (TIF Bonds). The $5,865,000 General
Obligation Tax Increment Bonds, Series 1985 issued by the City to
finance the acquisition of the Property and related costs; the
term also includes any bonds or obligations issued to refund any
TIF Bonds.

(b) Construction Plans. Collectively the plans, drawings,
specifications, related documents and construction progress
reports, together with any and all changes therein that may
thereafter be made, required of Developer to be submitted to the
HRA as hereinafter provided.

(c) Development. The Development consists of the Improvements
to be constructed in phases as shown in the Preliminary Plan
documents attached hereto as FExhibit C. Phase I of the
improvements consists 1in the construction of a residential
multi-family structure of approximately 89 rental units and
related site improvements. Phase II consists of the construction
of a residential multi-family structure of approximately 71
rental or condominium residential units as further described in
section 4.6, and related site improvements, but the total of the
residential units shall be at least 160.

(d) Improvements. Each and all of the improvements specified in
the preliminary plans and provided in the Construction Plans
which are approved by the City and the HRA as hereinafter




provided, and having the minimum market values contained in
Exhibit F.

(e) Market Value. The market value of the respective Phases of
the Property and Improvements as determined by the City Assessor
in accordance with Minn. Stats. Section 273.11 (or as finally
adjusted by an assessor, board of equalization, commissioner of
revenue, or any court).

() Maturity Date. The date on which the last TIF Bonds issued
to assist the Project Area mature, February 1, 2008 or the date
on which all of the TIF Bonds are defeased or redeemed and paid,
whichever occurs first.

(g) Mortgage and Holder. The term "mortgage" includes a deed of
trust or other instrument creating an encumbrance or lien upon
the Property or any part thereof, as security for a loan. The
term "holder" in reference to a mortgage includes any insurer or
guarantor (other than the Developer) of any obligation or condi-
tion secured by such mortgage or deed of trust. Such terms also
include the holder of any security interest and the interest of
the trustee for any industrial revenue bonds or housing revenue
bonds issued by the City in aid of the Project Area, except where
the application of such terms would conflict with the legal
requirements of such security interest or duty of a trustee.

(h) Property. The real property located within the Project Area
and collectively consisting of separate parcels of land described
and numbered in Exhibit A,

(1) Redevelopment Plan. Collectively, the Redevelopment Plan
and the Tax Increment Financing Plan (TIF Plan) for the Project
Area.

(j) Tax Tncrement. The tax increments resulting from by in-
creases in the assessed valuation of property in the Project Area
and related Tax Increment Financing District (TIF District).

(k) Preliminary Plan Documents. Collectively the schematics,

site plan, elevations and outline specifications contained in
Exhibit C.

(1) Other Terms. Terms defined in other sections of this
agreement have the meanings given them.

Section 1.2 = Exhibits. The following Exhibits are attached to

and by reference made a part of this Agreement.

. Property Descriptions
Form of Deed
Preliminary Plan Documents
Schedule of Construction
Certificate of Completion
Assessment Agreement and Certificate of Director




Property Taxation
G. Letter of Credit
H. Agreement to Pay Deficiencies.
| List and Schedule of Public Improvements.

Section 1.3 Rules of Interpretation.

(a) This Agreement shall be interpreted in accordance with and
governed by the laws of the State of Minnesota.

(b) The words "herein" and "hereof" and words of similar import,
without reference to any particular section or subdivision refer
to this agreement as a whole rather than any particular section
or subdivision hereof.

(c) References herein to any particular section or subdivision
hereof are to the section or subdivision of this instrument as
originally executed.

(d) Any titles of the several parts, articles and sections of
this Agreement are inserted for convenience and reference only
and shall be disregarded in construing or interpreting any of its
provisions.

ARTICLE II.
REPRESENTATIONS AND UNDERTARTINGS

Section 2.1 By the Developer. The Developer makes the follow-

ing representations as the basis for its undertakings herein:

(a) The Developer has the legal authority and power to enter
into this Agreement.

(b) 1If, to the extent allowed by law, the City or HRA makes
available to the Developer the proceeds of tax exempt bonds or
other obligations in the exercise of their respective reasonable
discretion, the Developer has the necessary equity capital and
will use its best efforts to obtain commitments for mortgage
financing necessary for construction of the Improvements.,

(c) The Developer will construct, operate and maintain the
Improvements in accordance with the terms of this Agreement, the
Redevelopment Plan and all local, state and federal laws and
regulations.

(d) The Development is comprised of uses permitted under the
ordinances of the City, is in conformity with the Redevelopment
Plan and will be acquired and developed by Developer to produce
the minimum market values shown on Exhibit F.




(e) At such time or times as may be required by law, the Devel-
oper will have complied with all local, state and federal envir-
onmental laws and regulations, will have obtained any and all
necessary environmental reviews, licenses or clearances
thereunder, and will be in compliance with the requirements of
the National Environmental Policy Act of 1969, the Minnesota
Environmental Policy Act, and the Critical Area Act of 1973. The
Developer has not received notice or communication from any
local, state or federal official indicating that the activities
of the Developer may be or will be in violation of any
environmental law or regulation. The Developer is not aware of
any facts the existence of which would cause Developer to be in
violation of any local, state or federal environmental law,
regulation or review procedure or which would give any person a
valid claim under the Minnesota Environmental Rights Act.

(f) The Developer will use its best efforts to obtain, in a
timely manner, all required permits, licenses and approvals, and
will meet, in a timely manner, all requirements of all 1local,
state and federal laws and regulations which must be obtained or
met before the Improvements may be constructed. Without limita-
tion to the foregoing, the Developer will request and seek to
obtain from the City all necessary variances, conditional use
permits and zoning changes.

(g) Any signing erected upon the Property shall satisfy the
following criteria:

1. Only the signs depicted in the approved Construction
Plans will be permitted.

Any signs thereafter erected upon the Property, whether
in addition to or as a replacement of the signs con-
tained in the Construction Plans will be an integral
part of the building in terms of design and quality.
Billboard type signs on the rooftop, building facades
or other areas on the property will not be permitted
except that temporary billboard and construction and
promotional signs which are permitted by ordinance may
be erected. All signs erected or placed on the prop-
erty will advertise only the businesses or products or
services of the businesses occupying the property.

- The criteria contained in this Paragraph 2.1 (g) are
intended to be mninimum ecriteria, and the Developer
represents that it will abide by any more restrictive
requirements contained in applicable City ordinances or
state statutes currently existing or hereafter enacted.
Nothing contained in this subparagraph 2.1 (g) 4iii.
shall be deemed to limit or restrict the right of the
Developer to challenge the application of any such
restriction or criteria to it, nor shall any of the
forfeiture provisions contained in Section 9.3 of this




Agreement apply to a violation of this paragraph by the
Developer.

Section 2.2 By the HRA. The HRA makes the following represen-

tations as the basis for its undertaking herein:

(a) The HRA is authorized by law to enter into this Agree-
ment and to carry out its obligations hereunder.

The HRA shall use its best efforts to obtain and convey
marketable title to the Developer to all the parcels of
land described in Exhibit A in accordance with Section
3.4. Subject to the provisions of Section 3.3, failure
to deliver marketable title to the Property shall make
this Agreement void and release the parties from any
obligation hereunder.

The FRA will consider and adopt appropriate
modifications to this Agreement if in its judgement
such modifications are necessary to enable Developer to
obtain necessary financing for the Improvements.

Section 2.3. By the City. The City makes the following repre-

sentations as the basis for its undertaking herein:

(a) The Citv 1s authorized by law to enter into this
Agreement and to carry out its obligations hereunder.

The City will, in a timely manner, subject to all
notification requirements, review and act upon all
submittals and applications of the Developer and the
HRA and will not unreasonably withhold or deny the
granting of any permit, license, variance, conditional
use permit or other approval required to allow the
construction of the Improvements; provided, however,
that nothing contained in this subparagraph (b) shall
be construed to limit in any way the reasonable and
legitimate exercise of the City's legislative dis-
cretion in considering any submittal or application.

The City will use its best efforts, in the reasonable
exercise of its discretion, and consistent with state
and federal law, to make available tax exempt financing
to Developer for the Project, including the prompt
adoption of necessary preliminary resolutions and other
necessary plans and programs incumbent to the issuance
of housing revenue bonds to assist in the financing of
the Tmprovements.




The City will consider and adopt appropriate
modifications to this Agreement 1if in {its judgement
such modifications are necessary to enable Developer to
obtain necessary financing for the Improvements.

ARTICLE TIII.
SALE AND CONVEYANCE

Section 3.1. Sale by HRA. Subject to the terms, covenants and

conditions of this Agreement, the HRA agrees to sell to Developer and
the Developer agrees to purchase from the HRA the real estate de-
scribed in Fxhibit A at a price of $80,000 which amount the parties
acknowledge is less than the fair market value of the Property. The

date of such purchase and sale is referred to herein as "Closing".

Section 3.2. Taxes and Assessments. Real estate taxes and

speclal assessments against the Property shall be pro rated at

Closing.

Section 3.3. (Blank)

Section 3.4. Closing Schedule. The HRA has acquired fee title

to a portion of the Property, has commenced eminent domain proceedings
to acquire the balance of the Property, and is diligently pursuing
steps to acquire such balance of the Property by direct purchase from
the fee owner thereof. The Closing shall take place no later than
July 1, 1985 or on such earlier date as may be agreed upon by the
parties. In the event that Closing does not take place as provided in
this section, this Agreement shall become void and the parties hereto
shall be discharged from any further 1iability or obligation

hereunder.

Section 3.5. Closing Documents. On the date of Closing the HRA

shall deliver to the Developer:

(a) an affidavit covering all judgments, tax liens, bank-
ruptcies, pending actions in any court, mechanic's




liens and unrecorded contracts, leases, easements, or
other agreements relating to the property;

(b) deeds in the form indicated in Exhibit B; and

(¢) a title insurance commitment as described in Section
3.6.

On the date of closing the Developer shall deliver to the HRA:

(a) the Letter of Credit;

(b) an acknowledgement of the reversionary rights of the
HRA specified in Section 9.3;

(c) the Assessment Agreement; and
(d) the Agreement to Pay Deficiencies.

Section 3.6. Title Insurance. The HRA shall obtain a commitment

for the issuance of an owner's title insurance policy. The commitment
shall commit the insurer for the issuance of an owner's title insur-
ance policy (ALTA FORM "B"), shall name the HRA the proposed insured
party, shall be certified to date, including searches and bankruptcies
and state and federal judgments, tax and other liens and for all
special assessments levied or pending. The HRA shall furnish the
Developer a copy of the commitment not later than 30 days prior to the
date of closing. The Developer shall be allowed ten days from receipt
of the commitment for examination of the commitment and delivery to
the HRA of a 1list of all encumbrances or other interests which are
unacceptable to the Developer. Objections may be raised only as to
defects consisting of encumbrances or other interests which make title
unmarketable or restrict or prohibit its intended use. Objections not
made within such period are deemed waived. The HRA shall have 90 days
from the date of timely objection to correct a defect and supply the

Developer with an updated commitment. In the event that the defect is

not removed during that period and is not waived by the Developer, the

Developer's obligation to purchase the Property shall terminate unless
the Developer shall elect to purchase the property subject to the
defect and charge the HRA for the actual cost of removing such defect

including reasonable attorneys' fees.




Section 3.7. Hazardous Wastes. On the date of closing the HRA

and the Developer agree to execute a document in recordable form

containing the following provisions:

(a) neither the HRA nor the Developer is aware of any
hazardous wastes, chemicals, substances or other
pollutants which are current stored, kept or located
upon the property;

that the Developer is satisfied as a result of its own
investigation that no such materials are located within
the site;

that the Developer for itself, its successors and
assigns, releases and discharges forever the HRA, the
City and their officers, agents and employees from any
claim, or cause of action in law or in equity, includ-
ing any claim or cause which may hereafter by created,
for property damage, personal injury or death arising
out of or occasioned by the presence or removal of any
hazardous wastes, chemicals, substances or other
pollutants which may be located upon or under the
Property except such wastes, chemicals or substances
deposited thereon or therein by the HRA or the City, or
either of them;

if prior to completion of construction of the Improve-
ments the existence of hazardous wastes, chemicals,
substances or other pollutants results in the Developer
being directed by a lawful governmental authority to
remove same, then the Developer may at its option
choose to abandon the project, terminate this agreement
and be relieved from any further obligation hereunder
and under the Assessment Agreement, and the Agreement
to Pay Deficiencies and the Letter of Credit shall be
returned to Developer. Provided, however, that such
termination shall not be deemed to revest title in the
HRA.

Section 3.8. Limitation on Total Guaranty and Deficiency Pay-

ments. The Developer agrees to pay to the HRA at the times and

subject to the limitations hereinafter provided, the amount needed, in

addition to the Tax Increment plus any other amounts available to the

City and pledged to pay principal of and interest on the TIF Bonds
plus any interest earnings available to the City, to pay the principal
of and interest on the TIF Bonds when due in accordance with the
Agreement to Pay Deficiencies contained in Exhibit H. The City will

no later than 15 days before an interest payment date on the TIF Bonds




notify and request payment from the Developer of the amount required,
if any, in addition to such Tax Increment and interest earnings, to
pay the principal, if any, and interest coming due on the Bonds on
said interest payment date. The Developer agrees to pay such amount
to the City immediately upon receipt of such request from the City;
provided that in no event shall the amount paid to the City pursuant
to any such request from time to time exceed: (a) to pay principal,
257, of the aggregate principal amount of the TIF Bonds that has been
retired or is then due and payable, less the amount of any previous
payments made for this purpose; and (b) to pay interest, 25% of the
interest that has been paid on the TIF Bonds or is then due

payable thereon, less the amount of any previous payments made for
this purpose. Failure of the HRA to give the notice of demand
required by this section does not relieve the Developer of its obliga-
tions hereunder. The HRA covenants and agrees that it vill not accept
any payments from Developer under this section which would cause the
interest on the Bonds to become subject to federal income taxation.
The City and HRA reserve the right to obtain an opinion of nationally
recognized bond counsel as to the effect of the acceptance of any such
payment or any payment made pursuant to this section upon the taxable
status of the interest on the Bonds. The HRA and the City represent
to Developer that all tax increments from the TIF District in which
the Improvements and the Development are located have been duly
pledged to payment of the TIF Bonds pursuant to a Tax Increment
Agreement between the City and the HRA, dated February 19, 1985, now
on file with the Director of Property Taxation of Hennepin County and
will be applied to the payment of principal and interest on the TIF
BPonds in accordance with Minnesota Statutes, Section 273.75, Subdivi-

sion 2 and the TIF Plan.

Section 3.9, Utility, Street Relocation, and Public Improve-

ments.

a) Prior to the date of closing, the City shall have vacated all
pubJic streets and alleys, if any, located within the boundaries of

the Development and all public utilities located therein, all at the




sole expense of the City and the HRA. If, on or before the time of
closing the City shall notify the Developer and the HRA that the City
will be unable to vacate all or any portion of such streets or alleys,
and vacate and relocate such public utilities, then this Agreement may
be terminated by either the Developer or the HRA and the City and no
party shall be further 1liable to any other party hereunder.

b) Within 30 days following the execution of this Agreement, the
City will provide the Developer and the HRA with plans and specifica-
tions showing the proposed relocation of all public streets, curb cuts
and public utilities, and the location and nature and schedule for
construction of all public improvements to be constructed by the City
in connection with the Development as described in Exhibit I to this
Agreement.

c) The HRA and the Developer shall review such plans and speci-
fication and notify the City in writing within ten days after receipt
whether they are approved. Failure to give such notice 1is deemed
approval.

d) The City and the HRA represent that there exist or will
exist public utilities serving the Property which are adequate to
serve the purposes of the Improvements.

e) Developer shall install necessary utility improvements on
the Property as described in the Construction Plans to enable con-
nection to available public utilities, but shall not be assessed or
otherwise required to pay for public improvements made by the City as
part of the Project Area.

f) City and HRA shall, subject to unavoidable delay, construct
the Public Improvements in substantially the manner and at the time

set out in Exhibit I.

Section 3.10. Demolition. The Developer shall prior to or by

the Closing Date raze, demolish and remove all structures which are
located on the Property. The HRA will reimburse Developer for the
costs of such demolition and removal up to the sum of $38,000. The
Developer agrees that it will indemnify and hold harmless the City and
the HRA from any claim or cause occasioned by or arising out of such

activities. The HRA agrees that it will permit the Developer and its




agents and employees to enter upon any part of the Property to which
that HRA has title and possession prior to closing for the purpose of
conducting soil testing and analysis, provided, however, that before
such entry the Developer shall agree to indemnify and hold harmless
the HRA and the City, its officers, agents and employees from any
claim arising from such activities and will not permit or allow the

filing of any liens on such property by virtue of such work.

Section 3.11. Site Assembly. It is the responsibility of the

HRA to convey title to the Developer by deed which contains the exist-
ing legal descriptions at the sole expense of the HRA. The Developer
is responsible for obtaining any necessary subdivision, platting,
registered land survey, proceeding subsequent or land registration
required by law or the City in connection with the transactions
contemplated by this Agreement except as may be necessary for the HRA
to furnish marketable title to the Property. To that end, and without
placing an additional obligation on the FRA and City, the HRA and the
City shall cooperate with the Developer in seeking such approvals,

including joining in any necessary petition or application.

Section 3.12. Conditions Precedent to Developer's Obligation to

Purchase Property. In the event that on or before the Closing the

Developer notifies the HRA that:

(a) 1t will be financially unfeasible to sell limited
partnerships in the project; or

(b) that it has been unable to obtain the necessary
rezoning and other land use and environmental permits
necessary to proceed with the project; or

it will be unable to economically and feasibly finance
the project; or

as certified by a professionally qualified soils
testing firm, the soils located on and under the
property are unsuittable for the contemplated use and
cannot be economically corrected.
Then, at the option of the Developer this agreement may be terminated
and the parties hereto are released from any further obligation

hereunder. In the event of automatic termination pursuant to this




Section Developer agrees to execute and deliver to HRA and City a quit
cliam deed extinguishing Developer's interest in the Property under

this Agreement.

ARTICLE IV.
CONSTRUCTION OF IMPROVEMENTS

Section 4.1. Construction of Improvements. The Developer agrees

that it will construct the Improvements on the Property in accordance
with the Construction Plans and will at all times operate, maintain,

preserve and keep the Improvements in good repair and condition.

Section 4.2 Construction Plans. Not later than 90 days from

the date of this Agreement, the Developer shall submit to the HRA and
to the City its Construction Plans. The Construction Plans shall be
in conformity with Preliminary Plan, which is attached to this Agree-
ment as Exhibit C, the TIF Plan, the Redevelopment Plan, this Agree-
ment and all local, state and federal regulations. The HRA and the
City shall, within 15 days of receipt of Construction Plans review
such plans to determine whether the foregoing requirements have been
met. If the City and HRA determine such plans to be deficient, they
shall notify the Developer in writing stating the deficiencies and the
steps necessary for correction. No building permit or other permit
required for the construction may be applied for until the Construc—

tion Plans have been approved by the HRA.

Section 4.3 Completion of Construction. Subject to unavoid-

able delays and Section 4.7, construction of the Phase T Improvements
must be 707 completed no later than December 31, 1985 and all of the
Phase I and Phase II Improvements must be completed as contemplated in
the Assessment Agreement and Agreement to Pay Deficiencies. For the
purpose of this Section 4.3, unavoidable delays mean delays which are

the direct result of strikes, fire, war, material shortage, causes

beyond the Developer's control or other casualty to the improvements,

or the act of any federal, state or local government unit except those

acts of the City and HRA authorized or contemplated by this Agreement.




All construction shall be in conformity with the approved Construction
Plans. At intervals of not less than 30 days during the construction
of the Improvements and until completion, the Developer shall make
reports to the HERA in such detail as may reasonably be requested by

the HRA concerning the actual progress of construction.

Section 4.4 Certificate of Completion. Promptly after notifi-

cation by the Developer of completion of each phase of construction,
the HRA and the City shall inspect the Improvements to determine
whether the Development is completed in accordance with the terms of
this Agreement (including the date for the completion thereof). In the
event that the HRA and the City are satisfied with the construction,
the HRA will furnish the Developer with a Certificate of Completion
for each Phase as described in Exhibit E. Such certification by the
HRA shall be a conclusive determination of satisfaction and termina-
tion of the agreements and covenants in this Agreement with respect to

the obligations of the Developer to build the Improvements.

The certification provided for in this Section 4.4 shall be in
recordable form. If the HRA shall refuse or fail to provide a certi-
fication in accordance with the provisions of this Section 4.4, the
HRA shall within ten days of such notification provide the Developer
with a written statement, indicating in adequate detail in what
respects the Developer has failed to complete the Development in
accordance with the provisions of this Agreement, or 1is otherwise in
default, and what measures or acts it will be necessary, in the
opinion of the HRA, for the Developer to take or perform in order to
obtain such certification. Without written authorization from the HRA

the Developer may not occupy or permit the occupancy of any part of

the Develcopment until the Certificate of Completion has been issued.

Section 4.5 Failure to Construct. In the event that the

Developer fails to commence or complete construction of each respec-
tive phase of the Improvements as provided in Sections 4.3 and 4.7 of
this Agreement, the HRA may give written notice of such failure and 1if
within 90 days after the giving of such notice the Developer has not




cured such failure or failures then the Developer shall be liable to
the HRA for liquidated damages in the amount of $225,000. The
liquidated damages contained in this Section 4.5 and modified by
Section 4.7 represent a reasonable determination by the parties of the
compensable monetary loss which the City and the HRA may reasonably be
expected to suffer by virtue of the Developer's failure to commence or
complete construction of the phases of Improvements required by this
Agreement. Forfeiture of such amount by the Developer shall
constitute a complete discharge and release of the Developer from all
claims by the HRA and the City for money damages created in this
Agreement. As security for the obligations created in this Section
4.5 the Developer shall on or before the date of closing deliver to
the HRA an irrevocable letter of credit in substantially the form
attached as Exhibit G in the amount of $225,000. The Letter of Credit
shall be retained by the HRA and the City in accordance with Section
4.7. Upon such happening the Letter of Credit shall be returned to
the Developer and all 1liability under this Section 4.5 shall termi-
nate. The provisions of this Section 4.5 shall not be construed to
prejudice or limit the additional right of the HRA created in Section
9.3 of this Agreement.

Section 4.6 Construction in Phases. The parties contemplate

and agree that the Improvements will be constructed as follows and in
accordance with the Assessment Agreement and Agreement to Pay

Deficiencies:

(a) Phase T Improvements with 70% completion of construction mno
later than December 31, 1985, and complete construction by
April 1, 1986;

(b) Phase TII Improvements with completion of construction no

later than December 31, 1986;

provided, however, that Phase IT may consist of residential units in
condominium ownership in one or more structures and provided further

that in no event shall the combined minimum market value of Phase I




and Phase IT be less than that specified and at the times specified in

the Assessment Agreement. If Developer wishes to construct Phase IT

as condominium units in one or more structures, it shall so notify the

HRA no later than December 31, 1985, and the HRA shall within 30 days
thereafter notify Developer of approval of such request which approval
shall not unreasonably be withheld. No later than 60 days after such
approval, Developer shall submit to the HRA Construction Plans for the
construction of Phase II and the construction of Phase II shall be in

accordance with the terms of this Agreement.

Section 4.7 Construction; Letter of Credit and Other Docu-

ments; Schedule of Obligatioms.

(a) Phase I Improvements, Start. On the date of commence-
ment of construction of the Phase I Improvements as
certified by Developer, Developer's obligation under
the Letter of Credit shall be reduced by an amount
equal to the percentage determined by a fraction of
which the numerator is the number of dwelling units to
be constructed in the Phase I Improvements and the
denominator is 160,

Phase T TImprovements, Completion. On the date of
issuance of the Certificate of Completion of the Phase
I Improvements the provisions of Section 9.3 as they
relate to Phase I shall cease and be of no further
force or effect.

Phase I Improvements, Failure to Start. If
construction of the Phase I Improvements as certified
by Developer is not commenced by January 1, 1986, (i)
the HRA may draw upon the Letter of Credit, (ii) the
HRA may exercise its rights under Section 9.3 as they
relate to the Property and Developer agrees to convey
all of its interest in the Property to the City, and
(iii) Developer's obligation under the Agreement To Pay
Deficiencies will terminate.

Phase II TImprovement, Start. On the date of con-
struction of the Phase II Improvements as certified by
Developer, Developer's obligation under the Letter of
Credit shall cease.

Phase II TImprovements, Completion. On the date of
issuance of a Certificate of Completion for the Phase
II Improvements the provisions of Section 9.3 as they
relate to the Property shall cease and be of no further
force or effect, provided, however that if the Phase IT
Improvements are constructed as other than rental units
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as contemplated in Section 4.6 the reversionary inter-
ests of the HRA specified in Section 9.3 may be re-
leased in part and from time to time as necessary to
accomodate the partial sale of the Phase II Improve-
ments by Developer.

Phase TII Tmprovements, Failure to Start. If con-
struction of the Phase II Improvements as certified by
the Developer and acknowledged in writing by the HRA
has not commenced by December 31, 1988 the HRA and the
City may elect to, (i) take no action in which case the
Letter of Credit will be released to the Developer and
the provisions of Section 9.3 as they relate to the
Phase II property shall be of no further force or
effect but the Agreement to Pay Deficiencies and the
Assessment Agreement shall remain in full force and
effect, or (i1) the HRA may exercise all of Aits
reversionary rights under Section 9.3 and draw upon the
remaining amount of the Letter of Credit in which case
Developer shall convey all of its interests in the
Phase II Improvements and Property related thereto and
the Agreement to Pay Deficiencies shall be modified by
amendment to reduce Developer's obligation thereunder
to an amount or amounts directly attributable to the
Tax Increment to be derived from the Phase T Improve-
ments.

ARTICLE V.
INSURANCE

Section 5.1 Insurance. It is contemplated by the parties that

the construction of the Improvements will be financed in whole or part
by proceeds of tax exempt bonds or obligations issued by the City.
The 1insurance required to be carried pursuant to the financing
documents executed by the Citv and the bond purchaser are deemed to

satisfy this Agreement.

ARTICLE VI.
TAX TNCREMENT

Section 6.1 Real Property Taxes.

(a) Assessment Agreement. On or before the date of closing the
HRA and the Developer shall execute the Assessment Agreement and
Certification of city assessor contained in Exhibit F of this
Agreement. The HRA shall then present the Assessment Agreement
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to the city assessor for his certification. The city assessor
shall value the property and assign a market value to the proper-
ty which shall not be less than the minimum market value con-
tained in the Assessment Agreement. The market value so estab-
lished may, in the discretion of the assessor exceed the value
contained in the Assessment Agreement.

(b) Review of Taxes. Except as otherwise provided {n this
Agreement, the Developer shall pay all real property taxes and
special assessments assessed against the property. The Developer
agrees that prior to the Maturity Date: (1) it will not seek
administrative review or judicial review of the applicability of
any tax statute determined by any tax official to be applicable
to the Development or the Developer or raise the applicability of
any such tax statute as a defense in any proceedings including
delinquent tax proceedings; (2) it will not seek administrative
review or judicial review of the constitutionality of any such
tax statute determined by any tax official to be applicable to
the Development or the Developer or raise the unconstitutionality
of such tax statute as a defense 1in any proceedings, including
delinquent proceedings; (3) it will not request the city asses-
sor of the City to reduce the assessed market value or assessed
value of all or any portion of the Property; (4) it will not
petition the board of equalization of the Citv or the board of
equalization of the County to reduce the assessed market value or
Assessed Value of all or any portion of the Property; (5) it
will not petition the board of equalization of the State or
commissioner of revenue of the State to reduce the assessed
market value or assessed value of all or any portion of the
Property; (6) it will not commence an action in a District Court
of the State or the Tax Court of the State pursuant to Minn,
Stat., Chapter 278, seeking a reduction in the assessed market
value or assessed value of the Property; (7) it will not make an
application to the commissioner of revenue of the State re—
questing an abatement of real property taxes pursuant to Minn.
Stat., Chapter 270; and (8) it will not commence any other
proceedings, whether administrative, legal or equitable, relating
to the market value of the Property or the taxes to be paid
thereon, with any administrative bodv within the City, the
County, or the State or with any court of the State or the
Federal Government. The Developer shall not, prior to the
Maturity Date, apply for a deferral of property tax on the
Property pursuant to the Act. Nothing contained herein shall be
deemed to 1limit the right or opportunity of the Developer to
challenge that part of any valuation or the Market Value which 1is
in excess of the minimum value contained in the Assessment
Agreement.

(c) Agreement to Pay Deficiencies. On the date of closing, the
Developer and the HRA will execute the Agreement to Pay Defi-
ciencies contained in Exhibit H.

(d) Adjustment of Assessment Agreement. In the event the
Property is not delivered to Developer on July 1, 1985 and the
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time for Closing is extended, the minimum market values for 1986
set forth in the Assessment Agreement shall be adjusted by the
parties to reasonably reflect the delay in construction of the
Improvements occasioned by the delay in delivery of the Property.

ARTICLE VII,
FINANCING

Section 7.1 Financing. On or before the Closing Date, the
Developer shall submit to the HRA and the City evidence of a prelimi-
nary commitment for mortgage or other financing sufficient for con-
struction of Phase I and Phase II of the Improvements. If the HRA and
the City find that the feasibility of the financing is sufficiently
assured and adequate in amount to provide for the construction of the
Improvements then the HRA shall notify the Developer in writing of its

approval.

If the HRA rejects the evidence of financial feasibility as inade-
quate, the Developer shall have five days from the date of such
notification to submit evidence of financial feasibility satisfactory
to the City and the HRA. 1If the Developer fails to submit such
evidence, any party may terminate this Agreement whereupon all parties

shall be released from any further obligation or 1iability hereunder.

Section 7.2 Limitation Upon Encumbrance of Property. Prior to

the completion of the Development, as certified by the HRA, neither
the Developer nor any successor in interest to the Property or any
part thereof shall engage in any financing or any other transaction
creating any mortgage or other encumbrance or lien upon the Property,

whether by express agreement or operation of law, or suffer any encum-

brance or lien to be made on or attached to the Property other than

the liens or encumbrances attached for the purposes of obtaining funds
to the extent necessary for making the Improvements and such addition-
al funds, if any, in an amount not to exceed the costs of developing

the Project without the prior written approval of the HRA. For the




purposes of such financing as may be made pursuant to the Agreement,
the Property may, at the option of the Developer (or successor in
interest), be divided into several parts consistent with the purposes
of the Redevelopment Plan and the Agreement. The HRA shall not
approve any Mortgage which does not contain terms that conform to the

terms of Section 7.6 of this Agreement.

Section 7.3 Copy of Notice of Default to Lender. Whenever the

HRA shall deliver any notice or demand to the Developer with respect
to any breach or default by the Developer in its obligations or cove-
nants under that Agreement, the HRA shall at the same time forward a
copy of such notice or demand to each Holder of any Mortgage author-
1zed by the Agreement at the last address of such Holder shown in the
records of the HRA.

Section 7.4 Lender's Option to Cure Defaults. After any

breach or default referred to in Section 9.1 hereof, each such Holder
shall (insofar as the rights of the HRA are concerned) have the right,
at its option, to cure or remedy such breach or default (or such
breach or default to the extent that it relates to the part of the
Property covered by its mortgage), and to add the cost thereof to the
Mortgage debt and the lien of its Mortgage; provided that if the
breach or default is with respect to construction of the Improvements,
nothing contained in this Section 7.4 or any other section of this
Agreement shall be deemed to permit or authorize such Holder, either
before or after foreclosure or action in lieu thereof, to undertake or
continue the construction of the Improvements or completion of the
Development (beyond the extent necessary to conserve or protect
Improvements or construction already made) without first having

expressly assumed the obligation to the HRA and the City, by written

agreement satisfaétory to the HRA and the City, to complete, in the

manner provided in this Agreement, the Development or the part thereof
to which the lien or title of such Holder relates. Any such Holder
who shall promptly complete the Development or applicable part thereof
shall be entitled, upon written request made to the HRA, to a certifi-

cation by the HRA and the City to such effect in the manner provided




in Section 4.4 of this Agreement, and any such certification shall, if
so requested by such Holder, mean and provide that any remedies or
rights with respect to recapture, reversion, or revesting of title to
the Property that HRA or the City shall have or be entitled to because
of failure of the Developer or any successor in interest to the Prop-
erty, or any part thereof, to cure or remedy any default with respect
to the construction of the Improvements on other parts or parcels of
the Property, or because of any other default in or breach of the
Agreement by the Developer or such successor, shall not apply to the

part or parcel of the Property to which such certification relates.

Section 7.5 HRA's or City's Option to Cure Default. In the

event that the Developer is in default under any financing authorized
pursuant to this Article VII, the Holder, within ten days after it or
any of its agents or emplovees become aware of any such default, shall
notify the HRA and the City in writing of; (a) the fact of the de-
fault, (b) the elements of the default, and (c) the actions required
to cure the default. If, within 30 days after receipt of said notice,
the HRA commences the actions necessary to cure the default (and cures
the default withing six months after receipt of said notice), then the
Holder shall pursue none of its remedies under the financing based
upon the said default of the Developer. In the event of a transfer of
the title to the Property to the HRA, or a third party approved by the
HRA and the City, whether or not required to cure a default, said
transfer shall not constitute an event of default under the financing
unless the security of the holder has, in fact, been impaired by said
transfer. In the event of said transfer (which does not impair the
security of the holder), the holder shall permit the transferee to
assume all outstanding obligations (and receive all remaining dis-
bursements) under the financing. The HRA will not approve any financ-
ing pursuant to this Article VII which does not contain terms which
conform to the terms of this Article VII. The HRA and the City may
not modify any of the terms or requirements of this Section 7.5 by
agreement with the Holder of any financing without the approval or

consent of the Developer.




Section 7.6 Subordination.

(a) In order to facilitate the obtaining of financing for the
construction of the Improvements by the Developer, the HRA and
the City agree to subordinate their rsepective rights of and
revesting of title and other rights created by this Agreement to
the Mortgage held by the financial institution providing such
funds, provided that the Mortgage provides that if the Holder of
the Mortgage shall foreclose on the Property, the Improvements
thereon, or any portion thereof, or accept a deed to the Property
in lieu of foreclosure, it shall consent to the Minimum Market
Value set forth in the Assessment Agreement.

(b) In order to facilitate the obtaining of financing for the
construction of the Improvements, the HRA agrees that it shall
agree to any reasonable modification of this Article VII with
respect to the rights of the City under any Mortgage secured by
the Property or the Improvements thereon, or portion thereof, to
accommodate the interest of the Holder of the Mortgage, provided,
however, that the HRA determines, in its reasonable judgment,
that any such modification(s) will adequately protect the
legitimate interests and security of the City with respect to the
Project. The HRA also agrees to consider such modifications(s)
of this Article VII with respect to other Holders, and to agree
to such modifications if the HRA deems such modification(s)
necessary and reasonable,

ARTICLE VIII.
PROHTBITIONS AGAINST ASSIGNMENT AND TRANSFER

Section 8.1 Representation as to Redevelopment. The Developer

represents and agrees that its undertakings pursuant to the Agreement,

are for the purpose of development of the Property and not for specu-

lation in landholding. The Developer further recognizes that, in view

of

(a) the importance of the redevelopment of the Property to the
general welfare of the City, and

(b) the substantial financing and other public aids that have
been made available by the City and the HRA for the purpose of
making the Development possible, and

(c) the fact that any significant change with respect to the
identity of the Developer, the purchase of Developer's interest
by any other party or parties is for practical purposes a trans-
fer or disposition of the property then owned by the Developer,




that the qualifications and identity of the Developer are of particu-
lar concern to the City and the HRA. The Developer further recognizes
that it is because of such qualifications and identity that the HRA
and the City are entering into this Agreement, and, in so doing, are
further willing to have relied on the representations and undertakings
of the Developer for the faithful performance of all undertakings and

covenants of Developer.

Section 8.2, Prohibition Against Transfer of Property and

Assignment of Agreement. For the reasons set out in Section 8.1, the

Developer represents and agrees that (except for associating with
other individuals or entities including limited partners), prior to
the completion of Improvements as certified by the HRA, and without
the prior written approval of the HRA and the City:

(a) Except only by way of security for, and only for the purpose
of obtaining financing necessary to enable the Developer or any
successor in interest to the Property, or any part thereof, to
perform its obligations with respect to the Development under
this Agreement, and any other purpose authorized by this Agree-
ment, the Developer (except as so authorized) has not made or
created, and that it will not make or create, or suffer to be
made or created, any total or partial sale, assignment, convey-
ance, or any trust or power, or transfer in any other mode or
form of or with respect to this Agreement or the Property or any
part thereof or any interest therein, or any contract or agree-
ment to do any of the same, without the prior written approval of
the HRA provided, however, that commitments for the pre-sale of
dwelling units in the Improvements may be made by Developer
without such prior approval.

(b) The HRA shall be entitled to require, except as otherwise
provided in this Agreement, as conditions to any such approval
that: (i) Any proposed transferee shall have the qualifications
and financial responsibility, as determined by the HRA, necessary
and adequate to fulfill the obligations undertaken in this Agree-
ment by the Developer (or, in the event the transfer is of or
relates to part of the Property, such obligations to the extent
that they relate to such part). (ii) Any proposed transferee, by
instrument in writing satisfactory to the HRA and in form record-
able among the land records, shall for itself and its successors
and assigns, and expressly for the benefit of the HRA and the
City, have expressly assumed all of the obligations of the
Developer under this Agreement and agreed to be subject (or, in
the event the transfer is, of, or relates to part of the Proper-
ty, such obligations, conditions, and restrictions to the extent




that they relate to such part): Provided, that the fact that any
transferee of, or any other successor in interest whatsoever to,
the Property or any part thereof, shall, for whatever reason, not
have assumed such obligations or agreed to do so, shall not
(unless and only to the extent otherwise specifically provided in
the Agreement or agreed to in writing by the HRA) relieve or
except such transferee or successor of or from such obligations,
conditions, or restrictions, or deprive or limit the HRA or the
City of or with respect to any rights or remedies or controls
with respect to the Property or the construction of the Improve-
ments; it being the intent of this Section, together with other
provisions of this Agreement, that (to the fullest extent permit-
ted by law and equity and excepting only in the manner and to the
extent specifically provided otherwise in the Agreement) no
transfer of, or change with respect to, ownership in the Property
or any part thereof, or any interest therein, however consummated
or occurring, whether voluntary or involuntary, shall operate,
legally or practically, to deprive or limit the HRA or the City,
of any rights or remedies or controls provided in or resulting
from this Agreement with respect to the Property and the con-
struction of the Improvements that the HRA or the City would have
had, had there been no such transfer or change. (iii) There
shall be submitted to the HRA for review all instruments and
other legal documents involved in effecting transfers described
herein; and if approved by the HRA, its approval shall be in-
dicated to the Developer in writing.

In the absence of specific written agreement by the HRA and the
City to the contrary, no such transfer or approval by the FRA thereof
shall be deemed to relieve the Developer from any of its obligations

with respect thereto.

Section 8.3 Approvals. Any approval required to be given by

the HRA under this Article VIII may be denied only in the event that
the HRA and the City reasonably determine that the ability of the
Developer to perform its obligations under this Agreement will be

materially impaired by the action for which approval is sought.

ARTICLE IX.
EVENTS OF DFFAULT

Section 9.1 Events of Default Defined. Subject to the

provisions of Sections 3.12 and 4.7, the following shall be "Events of




Default" under this Agreement and the term "event of default" shall
mean, whenever it is used in this Agreement (unless the context
otherwise provides), any one or more of the following events (and the
term "default" shall mean any event which would with the passage of
time or giving of notice, or both, be an "event of default"

hereunder) :

(a) Failure by the Developer to pay when due the payments re-
quired to be paid or secured under any provision of this Agree-
ment including the payment of property taxes and special assess-
ments.

(b) Failure by the Developer to observe and substantially per-
form any covenant, condition, obligation or agreement on its part
to be observed or performed hereunder, after written notice to
the Developer as provided in this Agreement.

(¢) If the Developer shall admit in writing its inability to pay
its debts generally as they become due, or shall file a petition
in bankruptcy, or shall make an assignment for the benefit of its
creditors, or shall consent to the appointment of a receiver of
itself or of the whole or any substantial part of the Property.

(d) If the Developer shall file a petition under the federal
bankruptcy laws.

(e) 1If the Developer, on a petition in bankruptcy filed against
it, be adjudicated a bankrupt, or a court of competent jurisdic-
tion shall enter an order of decree appointing, without the
consent of the Developer, a receiver of the Developer or of the
whole or substantially all of its property, or approve a petition
filed against the Developer seeking reorganization or arrangement
of the Developer under the federal bankruptcy laws, and such
adjudication, order or decree shall not be vacated or set aside
or stayed within 60 days from the date of entry thereof.

(f) If the Developer or HRA has received notice of default under
the Mortgage and has not entered into a work-out agreement with
the Mortgagee and faills to cure any such default within 30 days
after written demand by the HRA to do so.

Section 9.2 Remedies on Default. Whenever any event of default

occurs, the HRA may, in addition to any other remedies or rights given
the HRA under this Agreement but only after the Developer's failure to
cure within 30 days of written notice of default, take any one or more
of the following actions:

(a) suspend its performance under this Agreement until it re-
celves assurances from the Developer, deemed adequate by the HRA,




that the Developer will cure its default and continue its per-
formance under this Agreement;

(b) cancel and rescind this Agreement;

(¢) withhold the Certificate of Completion; or

(d) take whatever action at law or in equity may appear neces-
sary or desirable to the HRA or the City to collect any payments
due under this Agreement, or to enforce performance and obser-
vance of any obligation, agreement, or covenant of the Developer
under this Agreement;
provided that any exercise by the HRA or the City of its rights or
remedies hereunder shall always be subject to and limited by, and
shall not defeat, render invalid or limit in any way (a) the lien of
any Mortgage authorized by this Agreement and (b) any rights or
interests provided in this Agreement for the protection of the holders
of a Mortgage; and provided further that should mortgagee succeed by
foreclosure of the Mortgage or deed in lieu thereof to Developer's
interest in the Property, it shall, notwithstanding the foregoing, be
obligated to perform all of the following obligations of the Developer
to the extent that the same have not theretofor been performed by the
Developer: Sections 3.1 through 3.13; Sections 4.1 through 4.5;
Section 6.1. A mortgagee shall have no obligations pursuant to this
Agreement other than as specifically set forth in the foregoing

sentence.

Section 9.3 Revesting Interest in HRA Upon Happening of Event

Subsequent To Conveyance to Developer. TIn the event that subsequent

to the closing date and prior to the issuance of a Certificate of

Completion:

a) the Developer shall fail to begin construction of the
Improvements in conformity with this Agreement, and such failure
is not due to Unavoidable Delavs and such failure to begin
construction shall not be cured within two weeks after written
notice from HRA to do so; or

(b) the Developer shall, after commencement of the construction
of the Improvements, default in or violate its obligations with
respect to the construction of the Improvements (including the
nature and the date for the completion thereof), or shall abandon
or substantially suspend construction work, such act or actions




is not due to Unavoidable Delavs and any such default, violation,
abandonment, or suspension shall not be cured, ended, or remedied
within the time period provided for in this Agreement; or

(c¢) the Developer (or successor in interest) shall fail to pav
real estate taxes or assessments on the Property or any part
thereof when due, or shall place thereon any encumbrance or lien
unauthorized by the Agreement, or shall suffer any levy or at-
tachment to be made, or any materialmen's or mechanics' lien, or
any other unauthorized encumbrance or lien to attach, and such
taxes or assessments shall not have been paid, or the encumbrance
or lien removed or discharged or provision satisfactory to the
HRA made for such payment, removal, or discharge, within 30 days
after written demand by the HRA so to do; provided, that if the
Developer shall first notify the HRA of its intention to do S0,
it may in good faith contest any mechanics' or other lien filed
or established and in such event the HRA shall permit such
mechanics' or other lien to remain undischarged and unsatisfied
during the period of such contest and any appeal, but only 1f the
Developer provides the HRA with a bank letter of credit in the
amount of the lien, in a form satisfactory to the HRA pursuant to
which the bank will pay to the HRA the amount of any lien in the
event that the lien is finally determined to be valid and during
the course of such contest the Developer shall keep the HRA
informed respecting the status of such defense and provided
further, that nothing in this Section 9.3 (c) shall be deemed to
limit the right of the Developer to appeal the amount of any real
property tax and special assessment as provided in Section 6.1(b)
of this Agreement; or

(d) there is, in violation of the Agreement, any transfer of the
Property or any part thereof, and such violation shall not be
cured within 60 days after written demand by the HRA to the
Developer; or

(e) the Developer fails to comply with any of its covenants
under this Agreement and fails to cure any such noncompliance or
breach within 60 days after written demand to do so where such
demand is required by this Agreement;

then the HRA shall have the right to re-enter and take possession of

the Property and to terminate (and revest in the HRA) the interest of

the Developer in the Property, subject to the provisions of Section
3.12.

Section 9.4 Resale of Reacquired Property; Disposition of

Proceeds. Upon the revesting in the HRA as provided in Section 9.3,
the HRA shall, pursuant to its responsibilities under law, use its

best efforts to resell the Property or part thereof in such manner as
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the HRA shall find feasible and consistent with the objectives of law
and of the Redevelopment Plan. Upon such resale of the Property, the

proceeds thereof may be retained without limitation by the HRA.

Section 9.5 No Remedy Exclusive. No remedy herein conferred

upon or reserved to the HRA or the City is intended to be exclusive of
any other available remedy or remedies, but each and every such remedy
shall be cumulative and shall be in addition to every other remedy
given under this Agreement or now or hereafter existing at law or in
equity or by statute. No delay or omission to exercise any right or
power accruing upon any default shall impair any such right or power
or shall be construed to be a waiver thereof, but any such right and
power may be exercised from time to time and as often as may be deemed
expedient. 1In order to entftle the HRA, the City or the Developer to
exercise any remedy reserved to it, it shall not be necessary to give

notice, other than such notice as may be required in this Article IX.

Section 9.6 No Additional Waiver Implied by One Waiver. In the

event any agreement contained in this Agreement should be breached by
either party and thereafter waived by the other party, such waiver
shall be limited to the particular breach so waived and shall not be
deemed to waive any other concurrent, previous or subsequent breach

hereunder.

ARTICLE X.
ADDITIONAL PROVISIONS

Section 10.1 Conflict of Interests; Representatives Not Indivi-

dually Liable. No member, official, or employee of the HRA or the

City shall have any personal interest, direct or indirect, in this
Agreement, nor shall any such member, official, or employee partici-
pate in any decision relating to this Agreement which affects his
personal interests or the interests of any corporation, partnership,
or association in which he is, directly or indirectly, interested. No

member, official, or employee of the HRA or the City shall be person-

ally liable to the Developer, or any successor in interest, in the




event of any default or breach by the HRA or the City or for any
amount which may become due to the Developer or successor or on any

obligations under the terms of the Agreement.

Section 10.2 Non-Discrimination. The provisions of Minnesota

Statutes, Section 181.59, which relate to civil rights and non-dis-
crimination, and the affirmative action program of the City shall be
considered a part of this Agreement and binding on the Developer as

though fully set forth herein.

Section 10.3 Provisions Not Merged With Deed. None of the pro-

visions of this Agreement are intended to be or shall be merged by
reason of any deed transferring any interest in any part of the prop-
erty and any such deed shall not be deemed to affect or impair the

provisions of this Agreement.

Section 10.4 Notice of Status and Conformance. At such time as

all of the provisions of this Agreement have been fully performed by
the Developer, the HRA and the City, upon not less than ten days prior
written notice by Developer, agree to execute, acknowledge and deliv-
er, without charge to Developer or to any person designated by Devel-
oper, a statement in writing in recordable form certifying, the extent
to which this Agreement has been fully performed and the obligations
hereunder fully satisfied. Such certification shall not, however, be
deemed a satisfaction of the Developer's obligations created under the

Assessment Agreement.

Section 10.5 Notices and Demands. Except as otherwise expres-

sly provided in this Agreement, a notice, demand or other communica-

tion under the Agreement by either party to the other shall be suffi-

ciently given or delivered if it 1is sent by mail, postage prepaid,

return receipt requested or delivered personally:

(a) As to the HRA:

Crystal Housing and Redevelopment Authority
4141 Douglas Drive No.

Crystal, Minnesota 55422

Attn: Executive Director




(b) As to the City:

City of Crystal

4141 Douglas Drive North
Crystal, Minnesota 55422
Attn: City Manager

(¢) As to the Developer:

Crystal Apartments Limited Partnership
c/o Brutger Companies, Inc.

One Sunwood Drive, Box 399

St. Cloud, Minnesota 56302

Attn: President

or at such other address with respect to efther such party as that

party may, from time to time, designate in writing and forward to the
other as provided in this Section.

Section 10.6  Counterparts. This Agreement may be simultane-
ously executed in any number of counterparts, all of which shall
constitute one and the same instrument.




IN WITNESS WHEREOF, the HRA and the City have caused this Agree-
ment to be duly executed in their names and behalf and the Developer
has caused this Agreement to be duly executed as of the day and vear
first above written.

HOUSING AND REDEVELOPMENT AUTHORITY
OF THE CITY OF CRYSTAL, MINNESOTA

By
Its Chairperson

By
Its Executive Director

CITY OF CRYSTAL, MINNESOTA

By
Its Mayor

By
Its City Manager

CRYSTAL APARTMENTS LIMITED PARTNERSHIP

By
Its General Partner




GUARANTY

In consideration of one dollar and other good and wvaluable
consideration, the receipt and sufficiency of which is hereby acknow-
ledged, the wundersigned guarantees the performance of Crystal
Apartments Limited Partnership and its successors and assigns, of all

its obligations contained in this Agreement, in the Assessment

Agreement (Exhibit F) and in the Agreement to Pay Deficiencies

(Exhibit H), but nothing herein is modified by the provisions of

Section 4.7 of this Agreement.

BRUTCER COMPANIES, INC.

By
Its President




Exhibit E

CERTIFICATE OF COMPLETION

The undersigned hereby certifies that CHP LIMITED PARTNERSHIP, a
Minnesota partnership, has fully and completely complied with its

obligations under Article IV of that document entitled "Contract for

Private Development," dated » 1985, between the HOUSING AND

REDEVELOPMENT AUTHORITY IN AND FOR THE CITY OF CRYSTAL (HRA), the CITY
OF CRYSTAL (City) and CRYSTAL APARTMENTS LIMITED PARTNERSHIP
(Developer) with respect to construction of (PhaseI) (Phase II)
Improvements in accordance with the approved construction plans and is
released and forever discharged from its obligations to construct such

Phase under such above-referenced Article.

DATED:

HOUSING AND REDEVELOPMENT AUTHORITY
IN AND FOR THE CITY OF CRYSTAL,
MINNESOTA

By
Its Chairperson

By

Its Executive Director




Exhibit F

ASSESSMENT AGREEMENT
AND
CERTITICATION OF ASSESSOR
THIS AGREEMENT, made and entered into this day of

» 1985, by and between THE HOUSING AND REDEVELOPMENT

AUTHORITY OF THE CITY OF CRYSTAL, MINNESOTA, a Minnesota public body
corporate and politic (HRA) and CRYSTAL APARTMENTS LIMITED PARTHER-
SHIP, a Minnesota limited partnership (Developer):

WITNESSETH:

WHEREAS, parties have entered into a Contract for Private Devel-
opment (Redevelopment Contract), dated April ___» 1985, regarding the
redevelopment of certain real property (Project) located in the Bass
Lake Road-Becker Park Redevelopment Project Area in the City of
Crystal (City); and

WHEREAS, it is contemplated that pursuant to the Redevelopment
Contract the Developer will construct a residential housing develop-
ment described as the Improvements in the Redevelopment Contract to be
completed in phases; and

WHEREAS, the HRA, the City and the Developer desire to establish
minimum market values for said Property and the Improvements to be

constructed thereon during the time of the private development,

pursuant to Minnmesota Statutes Section 273.76, Subdivision 8; and

WHEREAS, the HRA, the City and the City Assessor have reviewed
the preliminary plans and specifications for the Improvements to be
erected.

NOW, THEREFORE, the parties do hereby agree as follows:




1. The minimum market value established for the Property and
Improvements is fixed as follows:

Date Minimum Market Value

January 2, 1986 $1,719,422
January 2, 1987 5,273,070
January 2, 1988 5,555,220
January 2, 1989 5,781,567
January 2, 1990 and each

January 2 thereafter 5,800,000

2. Nothing in this Agreement shall limit the discretion of the
City Assessor or any other public official or body having the duty to
determine the market value of the Property for ad valorem tax purposes
to assign to the Property and the Improvements to be built thereon a
market value in excess of the minimum market value specified in this
Agreement,

3. Neither the preambles nor the provisions of this Agreement
are intended nor shall they be construed as modifying the terms of the
Redevelopment Contract.

4. This Agreement shall remain in effect and inure to the bene~
fit and be binding upon the successors and assigns of the parties
until (i) February 1, 2008 or, (ii) the last date on which the tax
increment will no longer be remitted to the HRA pursuant to Minnesota

Statutes, Section 273.75, Subdivision 1, (iii) or until the date when

the tax increment paid to the HRA from the Property or from the

Developer (beginning with taxes payable in 1987) equals the total sum

of $ or (iv) until the TIF Bonds have been defeased or

paid by early redemption, whichever shall occur first. Developer may




prepay the remaining amount due under this Agreement at any time in an

amount which, together with interest at the net effective rate on the

TIF Bonds (9.6187%) for the remaining term of this Agreement hereunder
will defease the Developer's obligation hereunder.

53 As provided in Minnesota Statutes, Section 273.76, Subdivi-
sion 8, nothing contained herein shall be deemed to limit the right of
the Developer to challenge that part of any valuation on the market
value which is in excess of the minimum market value contained in this

Agreement.

HOUSING AND REDEVELOPMENT AUTHORITY
IN AND FOR THE CITY OF CRYSTAL,
MINNESOTA

By

Its Chairperson

By

Its Executive Director

CRYSTAL APARTMENTS LIMITED PARTNERSHIP

By

Its General Partner




STATE OF MINNESOTA )
) SS.
COUNTY OF HENNEPIN )

The foregoing instrument was acknowledged before me this day

of - 1985, by and

» the Chairperson and Executive Director of the

Housing and Redevelopment Authority in and for the City of Crystal,
Minnesota.

Notary Public

STATE OF MINNESOTA
) 58,
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of » 1985, by » a general
partner of Crystal Apartments Limited Partnership, a Minnesota limited
partnership.

Notary Public

CERTIFICATION BY ASSESSOR

The undersigned, having reviewed the plans and specifications for
the improvements to be constructed and the market value assigned to
the land upon which the Improvements are to be constructed, and being
of the opinion that the minimum market value contained in the forego-
ing Agreement appears reasonable, hereby certifies as follows: The
undersigned Assessor, being legally responsible for the assessment of
the above described property, hereby certifies that the market value
assigned to such land and improvements upon completion of the improve-
ments to be constructed thereon shall not be less than

' until termination of this

Agreement.

Assessor
City of Crystal




STATE OF MIKNESOTA )

)
COUNTY OF HENNEPIN )

The foregoing instrument was acknowledged before me this day
of » 1985, by Roger Olson, the Assessor of the City of
Crystal, Minnesota.

Notary Public




Exhibit G

IRREVOCABLE LETTER
OF CREDIT

HOUSING AND REDEVELOPMENT AUTHORITY
OF THE CITY OF CRYSTAL
4141 DOUGLAS DRIVE NORTH
CRYSTAL, MINNESOTA 55422

ATTN: JOHN T. IRVING

RE: OUR IRREVOCABLE STANDBY LETTER OF CREDIT NO.
AMOUNT: $#**U,S. FUNDS

GENTLEMEN :

WE HEREBY AUTHORIZE YOU TO VALUE ON OURSELVES AT SIGHT FOR ANY SUM OR
SUMS NOT EXCEEDING A TOTAL OF:

FOR ACCOUNT OF: CRYSTAL APARTMENTS LIMITED PARTNERSHIP

FOR 100%Z VALUE OF BENEFICIARY'S SIGNED STATEMENT (SIGNATURE VERIFIED
BY FINANCIAL INSTITUTION) AS FOLLOWS: "CRYSTAL APARTMENTS LIMITED
PARTNERSHIP HAS DEFAULTED ON THAT CERTAIN 'CONTRACT FOR PRIVATE
DEVELOPMENT,' DATED » 1985 BY AND BETWEEN THE HOUSING AND
REDEVELOPMENT AUTHORITY OF THE CITY OF CRYSTAL, THE CITY OF CRYSTAL
AND CRYSTAL APARTMENTS LIMITED PARTNERSHIP AS PER ARTICLE IV, SECTION
4.5 THEREOF."

THE DRAFTS DRAWN UNDER THIS CREDIT ARE TO BE ENDORSED HEREON AND MUST
BEAR THE CLAUSE "DRAWN UNDER (BANK NAME), CREDIT NO. » DATED
1985."
’

WE HEREBY AGREE WITH DRAWERS, ENDORSERS AND BONA FIDE KOLDERS OF
DRATITS DRAWN UNDER AND IN COMPLIANCE WITH THE TERMS OF THIS CREDIT
THAT THE SAME SHALL BE DULY HONORED UPON PRESENTATION AT THE (BANK
NAME) . '

AUTHORIZED SIGNATURE




Exhibit H

AGREEMENT TO PAY DEFICIENCIES

THIS AGREEMENT, made as of the __ day of April, 1985, by and
between THE HOUSING AND REDEVELOPMENT AUTHORITY OF THE CITY OF
CRYSTAL, MINNESOTA, a Minnesota public body corporate and politic
(HRA), the CITY OF CRYSTAL, a Minnesota Municipal Corporation (CITY)
and CRYSTAL APARTMENTS LIMITED PARTNERSHIP, a Minnesota limited
partnership (DEVELOPER).

WITNESSETH:

WHEREAS, the Developer has on April ___» 1985, entered into an
agreement entitled Contract for Private Development (Agreement) with
the HRA and the City for the purpose of causing the redevelopment by
the Developer of certain real property described in the Agreement and
situate in the City (Real Property); and

WHEREAS, the Authority has established a 'redevelopment tax
increment financing district" pursuant to Minnesota Statutes, Section
273.71, et. seq., which includes the Real Property; and

WHEREAS, the Agreement requires the HRA and the City to acquire
portions of the Real Property and to sell the Real Property to the

Developer and the Developer to perform certain covenants and promises

and to construct certain improvements thereon (which improvements and

Real Property are hereinafter referred to as the "Propertv") all as

more fully described in the Agreement; and




WHEREAS, in order to provide the HRA with the funds necessary to
acquire portions of the Real Property and prepare the Real Property
for redevelopment by Developer, the City has issued 1its general
obligation tax increment general obligation bonds in the aggregate
amount of $5,865,000 to accomplish its purposes (the "Bonds"), which
Bonds will finally mature on February 1, 2008, (the "Maturity Date");
and

WHEREAS, the HRA and the City are unwilling to undertake said
transactions unless the Developer guarantees its performance of
certain covenants and promises as more fully described in the Agree-
ment and as further set out below:

NOW, THEREFORE, in consideration of the premises and of One
Dollar ($1.00) and other good and valuable consideration in hand paid
by the HRA and the City to the Developer for the purpose of inducing
the Authority to carry out the aforementioned transaction, the
Developer agrees as follows:

1, If the tax increment generated from the Property, payable
with the real estate taxes due in any calendar year commencing in 1987
and ending on the earlier of (i) Maturity Date or (ii) when the Bonds
are otherwise defeased or paid in accordance with theilr terms, is less
than the amount contained in Attachment A, the HRA shall notify

Developer of the difference between the tax increment generated from

the Property and such amount (Deficiency) and shall make written

demand of Developer for the payment thereof. Developer shall, within
30 days after receipt of written notice of demand from the HRA, pay to

the HRA the DPeficiency.




The foregoing obligation of the Developer to pay any Defi-
ciency is subject to the limitations contained in Section 3.7 of the
Agreement.

3. The annual amounts of tax increment and total amount of tax
increment listed in this Agreement and Attachment A are the tax
increment amounts attributable to the increases in assessed valuation
of the Improvements to be constructed by Developer in accordance with
the Agreement.

4, This Agreement to Pay Deficiencies shall be and remain the
obligation of the Developer until (1) February 1, 2008 or, (ii) the
last date on which the tax increment will no longer be remitted to the
HRA pursuant to Minnesota Statutes, Section 273.75, Subdivision 1, or

(iii) until the date when the tax increment paid (beginning with the

tax increment payable in 1987) equals the total sum of $ , Or

(iv) the date on which the TIF Bonds are defeased or paid by early

redemption, whichever shall occur first.

HOUSING AND REDEVELOPMENT AUTHORITY
IN AND FOR THE CITY OF CRYSTAL,
MINNESOTA

By

4

Its Chairperson

By
Its Executive Director

CITY OF CRYSTAL

By
Its Mayor




By

Its City Manager

CRYSTAL APARTMENTS LIMITED PARTNERSHEIP




ATTACHMENT A

TAX INCREMENT LEVELS FOR THE YEARS
COVERED BY AGREEMENT TO PAY DEFICIENCIES

(The number of years and the tax increment payable
in each will be inserted prior to closing.)

Tax Increment Payable

$ 62,395

191,350

201,588

209,802

210,472

(remainder of column
will be assessed
value of $1,922,000
increased 27 per
year x 106.73 mills)




1/25/85

REGULATORY AGREEMENT

By and Among

(Name of Issuer of Minnesota Multi-City
Rental Housing Bonds)

(Name of City in which Development is
located (and/or name of Housing and
Redevelopment Authority in and for the
City in which Development is located))
and
MIDLAND FINANCIAL SAVINGS AND LOAN ASSOCIATION

and

(Name of Developer)

and

(Name of Trustee)

Dated as of

This instrument drafted by:
Briggs and Morgan
Professional Association
St. Paul, Minnesota
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THIS REGULATORY AGREEMENT is made and entered into as
of 1, 1985, by and among

(the
"Issuer”), a body corporate and politic under the laws of the
State of Minnesota, i
Minnesota (the "City"), duly organized under the laws of the
State of Minnesota as a municipal corporation or housing and
redevelopment authority,
(the "Trustee"), a duly organized, existing and authorized
corporation having its principal offices in

v , Midland Financial Savings and
Loan Association, Des Moines, Iowa, an Iowa savings and loan
association (the "Lender") and
a Minnesota
(the "Developer").

PREAMBLE

WHEREAS, the Issuer has heretofore been designated by
[list Cities or housing and redevelopment authorities]
(collectively, the "Cities") pursuant to a Joint Powers Agree-
ment dated as of 1, 1985 by and between the
Issuer and the Cities to adopt and implement a rental housing
development revenue bond pool program (the "Program") under
which the Issuer will make a loan to a financial institution to
enable the financial institution to make mortgage loans to
provide financing for multifamily rental residential
developments the Cities, including the City executing this
Agreement, to be occupied partially by persons of low income
within the meaning of Section 103(b)(12)(C) of the Internal
Revenue Code of 1954, as amended (the "Code"), and to be
acquired and constructed, and occupied in conformance with the
requirements of Minnesota Statutes, Chapter 462C (the "Housing
Act"), and in conformance with the provisions of Section
103(b) (4) (A) of the Code and the regulations promulgated
thereunder, all for the public purpose of assisting persons of
low and moderate income within the City to obtain decent, safe
and sanitary housing at rentals they can afford; and

WHEREAS, the Issuer has issued, sold and delivered
its Variable Rate Monthly Demand Bonds, Series 1985-_
(Minnesota Multi-City Rental Housing Program) (the “Bonds") in

the aggregate principal amount of $ pursuant to an
Indenture of Trust dated as of 1, 1985, by and

between the Issuer and the Trustee (the "Indenture") to obtain
moneys to carry out the Program, to establish certain reserves




for the benefit of the holders of the Bonds, and to pay the
costs of issuing the Bonds, all under and in accordance with
the Constitution and laws of the State of Minnesota; and

WHEREAS, in order to implement the Program, the
Issuer and the Lender, simultaneously with the execution and
delivery of the Indenture, entered into a Lender TLoan Agreement
(hereinafter defined) pursuant to which the Issuer agreed to
make, and the Lender agreed to accept, a loan in the principal
amount of § to enable the Lender to make mortgage
loans (the "Developer Loans") to provide financing for
qualifying multifamily rental residential developments,
including the Development (hereinafter defined) described in
Exhibit B attached hereto, which Development is located on the
land described in Exhibit A hereto; and

WHEREAS, the Indenture and the Lender Loan Agreement
require, as a condition of making the Developer T.oan, the
execution and delivery of this Regulatory Agreement; and

WHEREAS, in order to satisfy such requirement, the
Issuer, the City, the Lender, the Trustee and the Developer
have determined to enter into this Regulatory Agreement to set
forth certain terms and conditions relating to the construction
and/or acquisition and rehabilitation and operation of the
Development;

NOW THEREFORE, in consideration of the mutual
covenants and undertakings set forth herein, and other good and
valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, the Issuer, the City, the Lender, the
Trustee and the Developer do hereby contract and agree as
follows:




AGREEMENT

Section 1. Definitions and Interpretation. Unless
otherwise expressly provided herein or unless the context
clearly requires otherwise, the following terms shall have the
respective meanings set forth below for all purposes of this
Regulatory Agreement:

"Act" shall mean the pertinent provisions of Minnesota
Statutes, Chapters 462, 462A, 462C and 475, as amended.

"Adjusted Family Income" shall mean the adjusted gross
income of a person or family, determined in accordance with
Exhibit G to the Declaration and in any event in a manner
consistent with determinations of the income of lower-income
families under Section 8 of the United States Housing Act of
1937 and the regulations promulgated thereunder as in effect on
the date hereof.

"Affiliated Party" of a person shall mean a person whose
relationship to such other person is such that (i) the
relationship between such persons would result in a
disallowance of losses under Section 267 or 707(b) of the Code
or (ii) such persons are members of the same controlled group
of corporations (as defined in Section 1563(a) of the Code,
except that "more than 50 percent" shall be substituted for "at
least 80 percent" each place it appears therein).

"Bond Counsel" means an attorney at law or a firm of
attorneys, acceptable to the Issuer and the Trustee,
experienced in matters pertaining to the tax-exempt financing
of rental housing and duly admitted to the practice of law
before the highest court of any state of the United States of
America or of the District of Columbia.

"Bonds" shall mean the Issuer's $ Variable Rate
Monthly Demand Bonds, Series 1985- (Minnesota Multi-City
Rental Housing Program).

“Certification Year" means, with respect to any
Lower-Income Tenant or Qualifying Tenant, the twelve-month
period which begins on the earlier of (i) the first date on
which such Tenant first occupies a residential unit in the
Development on a rental basis subsequent to the first date upon

which such residential unit shall be available for rental
subsequent to any acquisition, construction or rehabilitation




financed in whole or in part from proceeds of the Developer
Note; or (ii) the date on which such Tenant signs a lease with
respect to a residential unit in the Development.

"City" shall mean the City of , Minnesota in
which the Development is located, or the housing and redevelop-
ment authority in and for the City or in and for the County in
which the City is located that is designated to act on behalf
of the City in administering the Program with respect to the
Development in the City.

"Code" shall mean the Internal Revenue Code of 1954, as
amended and any final, temporary or proposed regulations
promulgated thereunder.

"Commitment Fee" means the commitment or origination fee
payable by the Developer to Lender in connection with Lender's
commitment to make the Developer Loan as more fully provided in
the Developer Loan Agreement.

"Completion Certificate" shall mean the certificate of
completion of the Development required by Section 2 of this
Regulatory Agreement to be delivered to the Issuer, the City
and the Trustee by the Lender and the Developer.

“"Completion Date" shall mean the date of substantial
completion or rehabilitation of the Development as set forth
the Completion Certificate.

"Declaration" shall mean the Declaration of Restrictive
Covenants of even date herewith executed by the Developer as
“Declarant” and constituting a covenant and restriction with
regard to the Development.

"Delivery Date" shall mean the date of delivery of the
Bonds to the initial purchaser or purchasers thereof.

"Designated Development Area" means a "targeted area" as

defined in Minnesota Statutes, Section 462C.02, Subdivision 9,
as amended.

"Developer" shall mean '
a Minnesota _ , and 1ts successors and assigns.

"Developer Loan" shall mean the loan to be made by the
Lender to the Developer pursuant to the Developer Loan Agree-
ment to provide financing for the NDevelopment.




"Developer Loan Agreement" shall mean the Developer Loan
Agreement of even date herewith between the Lender and the
Developer providing, among other things, for the Developer
Loan.

"Developer Loan Documents" means this Regulatory
Agreement, the Developer Loan Agreement, the Declaration,
Mortgage, Developer Note and related instruments.

“"Development” shall mean the multifamily residential
rental project to be acquired and constructed by the Developer
to be located on the Land described in Exhibit A attached
hereto and as detailed in Exhibit B attached hereto which shall
be owned and operated as a multi-family rental housing
development under the Housing Act and as a residential rental
project within the meaning of Treasury Regulation Section
1.103-8(b)(4) issued under Section 103(b)(4)(A) of the Code.

"Development Costs" shall have the meaning assigned to it
in the Indenture and the Developer Loan Agreement.

"Housing Act" means Minnesota Statutes, Chapter 462C, as
amended.

"HUD" means the United States Department of Housing and
Urban Development, or only successor to its functions.

“Indenture" shall mean that certain Indenture of Trust
dated as of 1, 1985, by and between the Issuer
and the Trustee, pursuant to which the Bonds are issued and
secured.

"Independent Appraiser" means an appraiser certified as a
Member of the Appraiser's Institute ("MAI") and qualified to
appraise multifamily residential rental property under the laws
of Minnesota and who is not a full-time employee of the Issuer,
the City, the Lender or the Developer, and who shall be
reasonably satisfactory to the Trustee.

"Issuer" shall mean
a body corporate and politic under the laws of the State of
Minnesota.

"Lender" shall mean Midland Financial Savings and Loan

Association, Des Moines, Iowa, an Iowa savings and loan
association.




"Lender Loan" shall mean the loan to the Lender by the
Issuer in the principal amount of $ provided for in
the Lender Toan Agreement.

"Lender Loan Agreement" shall mean the agreement of even
date herewith between the Issuer and the Lender and accepted by
the Trustee, providing for, among other things, the Lender
Loan.

"Lower-Income Tenants" shall mean and include individuals
or families with Adjusted Family Income calculated in the
manner prescribed in Treasury Regulations Section 1.167(k) -
3(b) (3) as it shall be in effect on the Delivery Date, which
does not exceed eighty percent (80%) of the median gross income
for the statistical area which includes the City, determined in
a manner consistent with determinations of median gross income
made under the leased housing program established under Section
8 of the United States Housing Act of 1937, as amended as of
the Delivery Date. 1In no event, however, will the occupants of
a unit be considered to be of low or moderate income if all the
occupants are students, no one of which is entitled to file a
joint return.

"MAI Appraisal" shall mean a written real estate appraisal
by an appraiser who is a certified Member of the Appraiser's
Institute ("MAI").

"Moderate Income Tenants" shall mean persons or families
with Adjusted Family Income (calculated as set forth in the
Declaration) which does not exceed the greater of (i) 110% of
the median family income estimated by HUD for the area which
includes the City or (ii) 100% of the income limits established
by the Minnesota Housing Finance Agency (or any successor
thereto) for its owner-occupied housing programs with mortgage
loan interest rates substantially equivalent to the interest
rate borne by the Developer Loan.

"Mortgage" shall mean that certain Mortgage, Security
Agreement and Fixture Financing Statement dated as of
_ 1, 1985, granting a mortgage on and security
interest in the land, buildings and equipment comprising the
Development, made from the Developer to the Lender, and
securing the repayment of the Developer Loan.

"Program" shall mean the Issuer's Minnesota Multi-City
Rental Housing Development Revenue Bond Pool Program, as set
forth in the Indenture, the Lender Loan Agreement, this
Agreement and the Declaration.




"Qualified Project Costs" shall mean any amount paid for
the following costs, but only to the extent that (i) such costs
were not paid or incurred by the Developer prior to

__+ 198 , the date of the first official action by
the City approving the financing program for the Development,
(ii) such costs are chargeable to the Development's capital
account or would be so chargeable either with a proper election
by the owner or but for proper election by the owner to deduct
such costs, within the meaning of Treasury Regulation Section
1.103-8(a) (1), and if charged to the Development's capital
account are deducted only through an allowance for
depreciation, and (iii) such costs are made exclusively with
respect to residential units or functionally related and
subordinate facilities thereto:

(a) the costs of architectural and engineering
services related to the Development, including without
limitation, the costs of preparation of studies, surveys,
reports, tests, plans and specifications:

(b) the costs of legal, accounting, marketing and
other special services related to the Development;

(c) fees and charges incurred in connection with
applications to federal, state and local governmental
agencies for any requisite approach approvals or permits
regarding the acquisition and construction of the
Development;

(d) costs incurred in connection with the
acquisition of the site for the Development, including any
necessary rights-of-way, easements or other interests in
real or personal property;

(e) costs incurred in connection with the
acquisition, construction, improvement, rehabilitation or
extension of the buildings, structures and facilities
comprising the Development;

(f) costs incurred in connection with the
acquisition and installation of any machines, equipment,
appliances, fixtures, appurtenances or personal property
of any kind or nature (including equipment for cooking,
heating and refrigeration), which are to comprise a part
of the Development;




(g) interest on the Developer Note accruing prior to
and upon the Completion Date:

(h) amounts paid to the Lender as commitment fees,
origination fees or disbursement fees; and

(1) other costs and expenses relating to the
Development which are incurred for the purpose of
providing multifamily residential rental property and
functionally related and subordinate thereto, all of which
costs are hereby deemed appropriate by the Issuer to
effectuate the purposes of the Housing Act.

"Qualified Project Period" means a period beginning on the
later of (a) the first day on which at least 10 percent of the
residential units in the Development are first occupied or (b)
the Delivery Date, and ending on the later of the date (x)
which is 10 years after the date on which at least 50 percent
of the residential units in the Development are first occupied;
(y) which is a Qualified Number of Days after the date on which
any of the residential units in the Development is first
occupied; or (z) on which any assistance provided with respect
to the Development Under Section 8 of the United States Housing
Act of 1937 terminates. "Qualified Number of Days" means 50
percent of the total number of days comprising the longest term
of any Bond, or in the case of a refunding of the Bonds, 50
percent of the sum of the period the Bonds were outstanding
plus the longest term of any refunding obligation.

"Regulatory Agreement" shall mean this Reqgulatory
Agreement by and among the Issuer, the City, the Developer, the
Lender and the Trustee, pertaining to the Development.

"Trustee" shall mean

in i , and its successors in
trust under the Indenture.

Unless the context clearly requires otherwise, words of
the masculine gender shall be construed to include correlative
words of the feminine and neuter genders and vice versa, and
words of the singular number shall be construed to include
correlative words of the plural number and vice versa. This
Regulatory Agreement and all the terms and provisions hereof
shall be construed to effectuate the purposes set forth herein
and to sustain the validity hereof.




The terms and phrases used in the recitals of this
Regulatory Agreement have been included for convenience of
reference only and the meaning, construction and interpretation
of all such terms and phrases for purposes of this Regulatory
Agreement shall be determined by references to this Section.
The titles and headings of the sections of this Regulatory
Agreement have been inserted for convenience or reference only
and are not to be considered a part hereof and shall not in any
way modify or restrict any of the terms or provisions hereof
and shall never be considered or given any effect in construing
this Regulatory Agreement or any provision hereof or in
ascertaining intent, if any question of intent shall arise.

Section 2. Acquisition, Construction and
Completion of the Development.

The Developer hereby represents, covenants and agrees
as follows:

(a) the Developer has incurred or will incur
within six months from the date hereof a
substantial binding obligation to commence
construction and acquisition of the
Development, pursuant to which the Developer
is obligated to expend at least the lesser of
$100,000 or two and one-half percent (2 1/2%)
of the portion of the total cost of such
construction and acquisition expected to be
financed with proceeds of the Bonds;

the Developer reasonably expects that the
total cost of acquisition and construction of
the Development, the portion of such cost to
be financed from proceeds of the Developer
Note, and the use and application of such
funds, will be in approximately the amounts
set forth in Exhibit B attached hereto under
the heading "Anticipated Total Development
Cast";

the Developer has commenced the construction
and acquisition of the Development or will
commence the same within thirty (30) days
after the date hereof, and will proceed with
due diligence to (i) complete the Development
and (ii) draw down the amount to be disbursed
under the Developer Loan; and




the Developer reasonably expects to complete
the construction or rehabilitation or
acquisition and rehabilitation of the
Development and to expend the full amount of
the proceeds of the Developer Loan not later
than 1, 198 ; and

there are no buildings or structures which
are proximate to the Development other than
(i) those buildings or structures which
comprise the Development or (ii) buildings or
structures being constructed by the Developer
for sale to owners and not included within
the real property described in Exhibit A.

the Development (i) has not been acquired
with Bond proceeds from an Affiliated Party,
and (ii) will not be retransferred to the
entity from which it was acquired, or to an
Affiliated Party of such entity prior to or
on the fifth anniversary of the execution of
the Developer Loan Documents: and

the average reasonably expected economic life
of the facilities to be financed with the
proceeds of the Bonds, as of the first date
upon which any residential unit of the
Project shall be available for rental to any
member of the general public subsequent to
any acquisition, construction or rehabilita-
tion financed in whole or in part from
proceeds of the Developer Note, calculated in
conformance with the provisions of Section
103(b)(14) of the Code, will not be less than
___ years.

The Developer hereby further represents, covenants
and agrees as follows:

(a) the financing by the Issuer and Lender shall
induce the Developer to construct, acquire
and install the Project. The Developer did
not enter into any binding agreements to
undertake the Project or any portion thereof
prior to __+ 198 (other than an
option contract or executory contract ‘with
respect to the purchase of real estate,




pursuant to which neither title nor the
benefits and burdens of ownership had passed
to the Developer prior to

198 ), the date of the first official action
by the City approving the Program;

that substantially all (i.e. not less than
90%) of the proceeds of the Developer Loan
shall be applied to pay or reimburse
Qualified Project Costs and no more than 10%
of the proceeds of the Developer L.oan have
been applied to pay or reimburse other than
Qualified Project Costs;

that the Developer shall submit to the Lender
prior to or upon the date of each disburse-
ment under the Developer Loan, a statement
certifying that substantially all of the
amount of such disbursement, together with
the aggregate amount of all prior advances,
will be applied, or has been applied to pay
or reimburse costs or expenses consisting of
Qualified Project Costs; and

that, upon the completion of the Development,
the Developer shall submit to the Issuer and
the Trustee, a Completion Certificate
containing the following: (i) the Developer's
statement that the Development has been
substantially completed and is ready and
available for occupancy as of a specified
date (which shall be the Completion Date);
(ii) the Developer's statement, confirmed by
the Lender, of the aggregate amount disbursed
under the Developer Loan Agreement prior to
and upon the Completion Date; and (iii) the
Developer's certification that substantially
all (i.e. 90%) of the proceeds of the
Developer Loan have been applied to pay or
reimburse Qualified Project Costs and that
less than 10% of the proceeds of the
Developer Loan have been applied to pay or

reimburse costs or expenses other than
Development Costs; and




that, upon any prepayment of the Developer
Note, the Developer will submit to the
Trustee a written notice of such prepayment,
stating the amount and date of such
prepayment and the amount remaining unpaid on
the Developer Note.

Section 3. Federal Requirements:; Residential
Rental Property.

For the purpose of compliance with Section
103(b) (4) (A) of the Code, the Developer represents, warrants
and agrees that:

(a) At no time will either the Developer or any
Affiliated Party occupy a unit in the
Development other than units occupied or to
be occupied by agents, employees or
representatives of the Developer and
reasonably required for the proper
maintenance or management of the Development;

The Development shall consist of a building
or structure or proximate buildings or
structures, (i) each containing one or more
similarly constructed residential units which
are to be used on other than a transient
basis and any facilities which are
functionally related and subordinate to such
units within the meaning of Section

103(b) (4)(A) of the Code, (ii) each unit in
the Development is to be rented or available
for rental on a continuous basis to members
of the general public in accordance with the
requirements of Section 103(b)(4)(A); and
(ii) substantially all (not less than 90
percent) of the Development will consist of
residential rental housing facilities and
facilities functionally related and
subordinate thereto;

The Development consists of a single

"project," and for this purpose, proximate
buildings or structures are part of the same
project only if owned for federal income tax
purposes by the same person and if the
buildings are financed pursuant to a common
plan. Buildings or structures are proximate




if they are all located on a single parcel of
land or several parcels of land which are
contiguous except for the interposition of a
road, street, stream or similar property;

The Development shall not include any
facility to be used as a hotel, motel,
dormitory, fraternity or sorority house,
rooming house, hospital, nursing home,
sanitarium, rest home, or trailer park or
court;

The Development does not include any building
or structure which contains fewer than five
units, one of which is occupied by an owner
of the units;

Each dwelling unit in the Development shall
consist of separate and complete facilities
for living, sleeping, eating, cooking and
sanitation for a single person or family.

Section 4. Operation of the Residential Rental
Project. The Issuer, the City and the Developer hereby declare
their understanding and intent that the Development is to be
owned, managed and operated, for so long as the Bonds remain
outstanding and unpaid under the Indenture but in any event for
the Qualified Project Period, as a "residential rental project"
as such phrase is utilized in Section 103(b)(4)(A) of the Code.
To that end, the Developer hereby represents, covenants and
agrees that the Development shall be operated as required by
the Declaration, and accordingly, the Developer shall lease
units in the Development only as permitted by the Declaration
and shall file and (if required) record all instruments or
certificates at the times and in the places required by the
Declaration. 1In addition:

(a) Once each unit in the Development is available
for occupancy, such unit will be rented or available for
rental to the general public on a continuous basis for the
longer of the Qualified Project Period or while the Bonds
remain outstanding provided that:

(i) the Developer will rent units to
Lower-Income Tenants such that at all times
during the Qualified Project Period, at least
20 percent of the completed residential units
in the Development (or 15% of the completed
residential units in the Development if and




for so long as the Development is, or
becomes, a "targeted area project" as defined
in Treasury Regulation §1.103-8(b)(5)(iii)
under Section 103(b)(4) (A) of the Code) will
be occupied (within the meaning of Treasury
Regulation Section §1.103-8(b)(5)(ii) under
Section 103(b)(4)(A) of the Code) by
Lower-Income Tenants, all as required and
more fully set forth herein and in the
Declaration;

(ii) the Developer will comply with
all federal, state and local laws,
regulation, rules and ordinances prohibiting
discrimination in the rental of residential
property.

(b) none of the residential units in the Development
shall at any time be utilized on a transient basis; and
neither the Development nor any portion thereof shall ever
be used as a hotel, motel, dormitory, fraternity house,
sorority house, rooming house, hospital, nursing homne,
sanitarium, rest home or trailer park or court.

Section 5. Multifamily Housing Development;
Compliance With Certain State
Statutory Requirements.

(1) The Issuer, the City and the Developer hereby declare
their understanding, intent and agreement that the Development
is to be owned, managed and operated as a "multifamily housing
development," as such term is defined in Minnesota Statutes,
Section 462C.02, Subdivision 5, and that the Development shall
be operated in all respects in conformance with the
requirements and provisions of the Housing Act, for so long as
any of the Bonds remain outstanding and unpaid under the
Indenture. Therefore, Developer represents, covenants and
agrees as follows:

(a) The Development upon completion shall comply with all
applicable building code requirements of the City:

at all times at least twenty percent (20%) of the
completed residential units in the Development shall
be occupied or held for occupancy by Lower-Income
Tenants; and, if, as indicated in Exhibit B hereto,
the Development is not located in a "targeted area"
as that term is defined in Section 462C.02 Subd. 9,




at all times at least seventy-five percent (75%) of
the completed residential units in the Development
shall be occupied or held for occupancy by Moderate
Income Tenants (which includes Lower Income Tenants):

that no residential unit in the Development shall, as
of the date of completion of the Development have an
appraised value in excess of four times 110% of the
median family income then most recently published by
HUD for the area which includes the City;

to manage and operate the Project as a multi-family
rental housing development within the meaning of the
Housing Act; and

to observe and perform all of the obligations of the
"Declarant” under the Declaration.

Section 6. Compliance with Certain Municipal
Requirements. The Issuer, the City and the Developer hereby
recognize that the City (or housing and redevelopment authority
designated by the City and acting in and for the City or in and
for the County in which the City is located) may have certain
municipal or other local prerequisites, requirements, fees and
provisions, either in municipal ordinance, City or housing and
redevelopment authority policies, or otherwise, applicable to
the ownership, management and operation of multi-family housing
developments located in the City or in the County in which the
City is located, all or set forth in Exhibit C hereto. The
Issuer, the City and the Developer hereby declare their under-
standing, intent and agreement that the Development shall be
owned, managed and operated in all respects in conformance with
such municipal requirements set forth in Exhibit C for so long
as any of the Bonds remain outstanding and unpaid under the
Indenture, or for such longer time as may be necessary to
preserve the tax exempt status of the Bonds. Therefore,
Developer represents, covenants and agrees as follows:

(a) to observe and perform all obligations
of the Developer, if any, as set forth in Exhibit
C hereto;

(b) that the acquisition, construction
and/or rehabilitation of the Development, and the
Developer upon completion, and the operation
thereof, shall comply with all municipal
requirements of the City (and/or housing and
redevelopment authority designated by the City) as
set forth in Exhibit C and elsewhere herein.




Section 7. Tax Exempt Status of Bonds.

(1) The Issuer hereby represents, covenants and agrees as
follows:

(a) that the Issuer will not knowingly take,
fail to take, or permit any action that would
adversely affect the exclusion from federal income
taxation of the interest on the Bonds and, if it
should take, fail to take, or permit any such
action, the Issuer shall take all lawful actions
that it can take to rescind or perform such
actions promptly upon having knowledge thereof;
and

(b) that the Issuer will take such action or
actions, including consenting to an amendment of
the Developer Loan Documents, as may be necessary
in the opinion of Bond Counsel to comply fully
with all applicable rules, rulings, regulations,
policies, procedures or other official statements
promulgated or proposed by the Department of the
Treasury or the Internal Revenue Service
pertaining to obligations issued under Section
103(b)(4) (A) of the Code.

(2) The City hereby represents, covenants and agrees as
follows:

(a) that the City will not knowingly take,
fail to take, or permit any action that would
adversely affect the exclusion from federal income
taxation of the interest on the Bonds and, if it

" should take, fail to take, or permit any such
action, the City shall take all lawful actions
that it can take to rescind or perform such
actions promptly upon having knowledge thereof;
and

(b) that the City will take such action or
actions, including consenting to an amendment of
the Developer Loan Documents, as may be necessary
in the opinion of Bond Counsel to comply fully
with all applicable rules, rulings, regulations,
policies, procedures or other official statements
promulgated or proposed by the Department of the
Treasury or the Internal Revenue Service
pertaining to obligations issued under Section
103(b)(4) (A) of the Code.




(3) The Developer hereby covenants, represents and agrees
as follows:

(a) that the Developer will not knowingly
take, fail to take, or permit any action that
would adversely affect the exclusion from federal
income taxation of the interest on the Bonds and,
if it should take, fail to take, or permit any
such action, the Developer shall take all lawful
actions that it can take to rescind or perform
such action promptly upon having knowledge
thereof; and

(b) that the Developer will take such action
or actions, including amendment of the Developer
Loan Documents, as may be necessary, in the
opinion of Bond Counsel to comply fully with all
applicable rules, rulings, regulations, policies,
procedures or other official statements
promulgated or proposed by the Department of the
Treasury or the Internal Revenue Service
pertaining to obligations issued under Section
103(b) (4) (A) of the Code, and will promptly
provide to the Issuer, the City, the Trustee and
to designated Bond Counsel any and all information
necessary, in the opinion of Bond Counsel, to
comply with any reporting requirements pertaining
to obligations issued under Section 103(b)(4) (A)
of the Code, and to promptly notify the Issuer,
the City, the Trustee and designated Bond Counsel
should any information so provided become in any
way inaccurate or incomplete, and promptly supply
the additional information necessary to render the
information supplied accurate and complete in all
respects.

Section 8. Indemnification of Issuer, City and
Trustee. The Developer shall indemnify and hold harmless the
Issuer, the City and the Trustee and their officers, directors,
employees and agents, from and against (A) any and all claims
arising from any cause whatsoever in connection with the
Developer Loan Documents or the Development; (B) any and all
claims arising from any act or ommission of the Developer or
any of its agents, servants, employees, or licensees in
connection with the Developer Loan Documents or the Developer;
(C) any false or untrue statement or alleged false or untrue
statement of a material fact contained in the Preliminary
Official Statement or Official Statement or other offering




material relating to the sale of the Bonds or arising out of or
based on any omission or alleged ommission to state therein a
material fact required to be stated therein or necessary to
make the statements therein not misleading; and (D) all costs,
counsel fees, expenses, and liabilities incurred in connection
with any such claim or proceeding brought with respect to any
thereof. 1If any action or proceeding is brought against the
Issuer, City or the Trustee, as the case may be, or any of
their respective officers, directors, officials or employees
with respect to which indemnity may be sought hereunder, the
Developer, upon written notice from the indemnified party,
shall assume the investigation and defense thereof, including
the employment of counsel acceptable to the Issuer, the City or
the Trustee, as the case may be, and the payment of all
expenses. The indemnified party shall have the right to employ
separate counsel in any such action or proceeding and to
participation and defense thereof, but, unless such separate
counsel is employed with the approval and consent of the
Developer, the Developer shall not be required to pay the fees
and expenses of such separate counsel.

Section 9. Consideration. The Issuer and the City
have determined to adopt and implement the Program and the
Issuer has determined to issue the Bonds to obtain moneys to
carry out the Program for the purpose, among others, of
inducing the Developer to acquire, construct and operate the
Development to provide additional decent, safe and sanitary
rental housing for persons of low and moderate income in the
City. 1In consideration of the adoption and implementation of
the Program by the City and the Issuer and the issuance of the
Bonds by the Issuer, the Developer has entered into this
Regulatory Agreement and the Declaration.

Section 10. Reliance. The Issuer, the City and the
Developer hereby recognize and agree that the representations
and covenants set forth herein may be relied upon by all
persons interested in the legality and validity of the Bonds
and in the exemption from federal income taxation of the
interest on the Bonds. In performing their duties and
obligations hereunder, the Issuer, the City and the Trustee may
rely upon statements and certificates of the Developer,
Lower-Income Tenants or Moderate Income Tenants believed to be
genuine and to have been executed by the proper person or
persons, and upon audits of the books and records of the
Developer pertaining to occupancy of the Development. 1In
addition, the Issuer, the City and the Trustee may consult with




counsel, and the opinion of such counsel shall be full and
complete authorization and protection in respect of any action
taken or suffered by the Issuer or the City or the Trustee
hereunder in good faith and in conformity with the opinion of
such counsel.

Section 11. Development in the City of

. The Developer hereby represents and warrants
that the Development will be located entirely within the
territorial limits of the City.

Section 12. Sale or Transfer of Development. The
Developer hereby covenants and agrees not to sell, transfer or
otherwise dispose of the Development without obtaining the
prior written consents of the Issuer and the City, which
consents shall be conditioned solely upon receipt of evidence
satisfactory to the Issuer and the City that the purchaser or
transferee of the Development has assumed in writing and in
full the Developer's duties and obligations under this
Regulatory Agreement and the Declaration and upon an opinion of
Bond Counsel to the affect that such sale, transfer, or
disposition will not adversely affect the exclusion from
federal income taxation of the interest on the Bonds. It is
hereby expressly stipulated and agreed that any sale, transfer
or other disposition of the Development in violation of this
Section shall be null, void and without effect, shall cause a
reversion of title to the Developer in accordance with the

Declaration and shall be ineffective to relieve the Developer
of its obligations under this Regulatory Agreement. Nothing in
this Section 12 shall be construed to limit the right of the
Developer to sell limited partnership interests in itself.

Section 13. Involuntary Loss or Substantial
Destruction. Upon evidence satisfactory to the Issuer and the
City that compliance with the provisions hereof is no longer
possible due to an involuntary loss or the substantial
destruction of the Development as a result of unforeseen events
(e.g., fire, seizure, requisition, foreclosure, condemnation,
transfer of title by deed in lieu of foreclosure, or a change
in a federal law or action by a federal agency after the
Delivery Date which shall prevent the Issuer from enforcing the
provisions hereof) even though compensated by insurance, the
Development shall not be subject to the terms and provisions of
this Regulatory Agreement provided that (i) the Bonds are
immediately retired, or (ii) an opinion from Bond Counsel is
received stating that noncompliance with the provisions hereof




as a result of such involuntary loss or substantial destruction
resulting from an unforeseen event will not adversely affect
the exclusion from federal income taxation of the interest on
the Bonds or (iii) the Lender or another person acceptable to
the Issuer unconditionally assumes in writing the obligations
of the Developer hereunder and under the Declaration and (iv) a
corresponding termination or amendment of the Declaration is
effectuated as provided therein. This Section 13 shall not be
deemed to restrict or prohibit Developer from using the
proceeds of any insurance received as a result of casualty loss
to restore and repair the Development as required or permitted
by the Developer Loan Documents, from insurance proceeds or
otherwise, and in such case this Regulatory Agreement shall
remain in full force and effect. Provided further, however,
that subsequent to an event of involuntary loss as a result of
foreclosure, transfer of title in lieu of foreclosure or any
similar event, if at any time the Developer or an Affiliated
Party shall acquire an ownership interest (for federal income
tax purposes) in the Development subsequent to such event, the
Development will immediately become subject to the provisions
of this Regulatory Agreement and the terms and provisions
hereof and of the Declaration shall remain in force and effect
as though the provisions hereof had never ceased to apply to
the Development.

Section 14. Term. The terms and provisions of this
Regulatory Agreement shall become effective upon its execution

and delivery. Except as otherwise provided in this Section and
as otherwise provided in Section 4 hereof, this Regulatory
Agreement shall remain in full force and effect for as long as
any Bonds are outstanding and unpaid under the Indenture or for
the Qualified Project Period, whichever is longer. It is
expressly agreed and understood that the provisions hereof are
intended to survive the expiration or payment of the Lender
Loan and the Developer Loan.

Notwithstanding any other provisions of this Regula-
tory Agreement, this entire Agreement, or any of the provisions
or Sections hereof, may be terminated upon agreement by the
Issuer, the City, the Lender, the Trustee and the Developer if
there shall have been received an opinion of Bond Counsel that
such termination will not adversely affect the exclusion from
federal income taxation of the interest on the Bonds.

Section 15. Events of Default; Enforcement. Upon
discovery by or notification to the Issuer or the City or the
Lender of any default in the performance or observance of any
covenant, agreement or obligation of the Developer set forth in




this Regulatory Agreement or the Declaration, the Issuer or
City or Lender shall promptly notify the Developer in writing
of the existence and nature of such default. If the Developer
defaults in the performance or observance of any covenant,
agreement or obligation of the Developer set forth in this
Regulatory Agreement or the Declaration, and if such default
remains uncured for a period of thirty (30) days after notice
thereof shall have been given by the Issuer or City or Lender
to the Developer, with a copy of such notice to the others (or
for a longer period after such notice if such default is
curable but requires acts to be done or conditions to be
remedies which, by their nature, cannot be done or remedied
within such 30-day period, and if the Developer commences same
within such 30-day period and thereafter diligently and
continuously prosecutes the same to completion), then the
Issuer, City, Trustee or Lender may, and in the case of a
default affecting the taxability of interest on the Bonds,
shall, declare that the Developer is in default hereunder and
under the Declaration and may, in addition to remedies
available under the Indenture and Lender Loan Agreement, take
any one or more of the following steps, at its option:

(a) by mandamus or other suit, action or
proceeding at law or in equity, require the
Developer to perform its obligations and covenants
hereunder and under the Declaration, or enjoin any
acts or things which may be unlawful or in
violation of the rights of the Issuer, Lender or
the Trustee hereunder or under the Declaration;

(b) have access to and inspect, examine and
make copies of all of the books and records of the
Developer pertaining to the Development;

(c) take whatever other action at law or in
equity may appear necessary or desirable to
enforce the obligations, covenants and agreements
of the Developer hereunder or under the
Declaration; or

(d) the Lender may declare a default under
the Mortgage, and the Lender shall thereafter
accelerate the indebtedness evidenced by the
Developer Loan, and proceed with foreclosure under
the Mortgage.




The Trustee or Lender shall have the right, in
accordance with this Section and the provisions of the
Indenture, without the consent or approval of the Issuer or the
City, to exercise any or all of the Issuer's or City's rights
or remedies hereunder or under the Declaration, and the Issuer
and City hereby irrevocably appoint the Trustee and Lender
attorneys-in-fact for the purpose of enforcement of this
Agreement. No delay in enforcing the provisions hereof as to
any breach or violation shall impair, damage or waive the right
of any party entitled to enforce the same or to obtain relief
against or recover for the continuation or repetition of such
breach or violation or any similar breach or violation thereof
at any later time or times. The Developer agrees to pay,
indemnify and hold the Issuer, City, Trustee and Lender
harmless from any and all costs, expenses and fees, including
all reasonable attorneys' fees which may be incurred by the
Issuer, City, Trustee and Lender in enforcing or attempting to
enforce this Regulatory Agreement or the Declaration following
any violation of the same on the part of the Developer, whether
the same shall be enforced by suit or otherwise, and the
reasonable fees and expenses of Bond Counsel in connection with
any opinion to be rendered hereunder.

Notwithstanding anything else to the contrary herein,
the Trustee, Lender, City and the Issuer shall have the right
to enforce this Agreement and require curing of defaults in
such period as may be necessary to assure compliance with

Section 103(b)(4) (A) of the Code, including but not limited to
the right of the Issuer to enforce this Agreement in the event
that any of the terms and provisions of Sections 3 and 4 are
violated whether or not the City takes action to enforce those
provisions or requires curing of any defaults related to those
provisions.

The City shall have the responsibility to enforce its
municipal requirements, if any, set forth in Exhibit C hereto,
and shall have the right, without the covenant of the Issuer,
the Trustee or the Lender, to enforce such municipal require-
ments and to exercise any or all of the rights and remedies
hereunder for the purpose of enforcement of such municipal
requirements.

Section 16. Governing Law. This Regulatory Agree-
ment shall be governed by the laws of the State of Minnesota.

Section 17. Amendments. This Regulatory Agreement
shall be amended only by a written instrument executed by the
parties hereto, and only upon receipt of an opinion of Bond




Counsel that such amendment or revision will not adversely
affect the exclusion from federal and Minnesota income taxation
of the interest on the Bonds or the validity of the Bonds under
state law. The form of this Regulatory Agreement shall be
amended, and Developer hereby agrees to so amend this
Regulatory Agreement, upon the enactment of any amendment to
Section 103(b)(4) (A) of the Code or the regulations promulgated
thereunder, or upon the promulgation of any amendment to the
regulations under Section 103(b)(4)(A) of the Code, or upon any
amendment to the Housing Act, applicable to the Bonds, whether
before or after execution by the Developer, in such manner as,
in the opinion of Bond Counsel, shall be necessary in order to
maintain the tax-exempt status of the Bonds. The agreement of
the Issuer, the City, the Lender and the Trustee to any
amendment to this Regulatory Agreement shall be given only in
accordance with the provisions of Article __ of the Indenture.

Section 18. Notice. Any notice required to be given
hereunder shall be given by registered or certified mail at the
addresses specified below or at such other addresses as may be
specified in writing by the parties hereto:

Issuer:

Trustee:

Developer:

Lender: Midland Financial Savings and
Loan Association
606 Walnut Street
Des Moines, Iowa 50307
Attn: Real Estate Department




Section 19. Severability. If any provision of this
Regulatory Agreement shall be invalid, illegal or unenforce-
able, the validity, legality and enforceability of the
remaining portions shall not in any way be affected or
impaired.

Section 20. Multiple Counterparts. This Regulatory
Agreement may be simultaneously executed in multiple
counterparts, all of which shall constitute one and the same
instrument and each of which shall be deemed to be an original.

IN WITNESS WHEREOF, the Issuer, the City, the Lender,
the Trustee and the Developer have caused this Agreement to be
signed, sealed and attested on their behalf by duly authorized
representatives, all as of the date first written hereinabove.

[ISSUER]

By

(SEAL)

Approved as to Form

Its

(SEAL)

Approved as to Form




[TRUSTEE]

ATTEST :




[DEVELOPER]

By




MIDLAND FINANCIAL SAVINGS
AND LOAN ASSOCIATION

By




EXHIBIT A

(Legal description of land site on which Development
is located)




EXHIBIT B

Description of Development

General description of construction and/or acquisition and
rehabilitation of Development:

Description of Targeted Area (as defined in Code and in
Charter 462C), if any, in which Development is located:

Describe whether Development is designed and intended to
be used primarily by elderly or physically handicapped persons:

Describe any facilities contained in Development that are
functionally related and subordinate to the residential rental
units:

Describe commercial or other non-rental housing facilities
to be included in Development buildings/or complex:

Anticipated total development cost: $

Floor plans, unit type and projected initial monthly
rents:

1985 Average
Initial Rent
Number of Units Per Month

Unit Type Code

bedroom, square feet
bedroom, square feet
bedroons, _ square feet

bedrooms, square feet
bedrooms, square feet




Schedule of development costs anticipated to be financed
proceeds of the Developer Note:*

Category of Cost Amount

Land

Construction

Fixtures

Equipment and other Personal
Property installed in
Development

Interest during
construction

Insurance during construction

Real estate taxes during
construction

Initial mortgage insurance
premium, if any

Title and guaranty expenses

Architect's fees

Construction financing
commitment fee

Permanent financing
commitment fee

Legal and Accounting fees

Inspection fees

TOTAL

* Amounts shown are approximate and represent good faith
estimates of the Developer.




EXHIBIT C

MUNICIPAL REQUIREMENTS

(Description of certain City or housing and redevelopment
authority prerequisites or requirements applicable to rental
housing Development located in that particular City or under
the jurisdiction of the housing and redevelopment authority
designated to act by the City in and for the City. Such
listing of requirements will include applicable City and/or
housing and redevelopment fees, requirements pertaining to low
and moderate income set-aside percentages which exceed federal
and/or state requirements, other rental operation requirements
that may not be covered by, or differ from, state or federal
statutory requirements, and any other terms, provisions or
features that are unique to the City, or the housing and
redevelopment authority in and for the City or in and for the
County in which the City is located, which are applicable to
the Development and which are not set forth in the recitation
of state and federal rental housing requirements set forth in
the Regulatory Agreement or the Declaration.




RHM: 12/20/84; ARK: 1/30/85; 3/27/85
501ccC

JOINT POWERS AGREEMENT
FOR THE METROPOLITAN AREA
MULTI-CITY RENTAL HOUSING PROGRAM

THIS AGREEMENT is entered into as of the lst day of

April, 1985, by and between:

[the Housing and Redevelopment Authority of the City of Saint

Paul, a public body corporate and politic;

the Dakota County Housing and Redevelopment Authority, a public
body corporate and politic acting for and on behalf of the City
of West Saint Paul;

the City of Eagan, a municipal corporation;

the City of Bloomington, a municipal corporation;

the City of Maplewood, a municipal corporataion;

the City of New Hope, a municipal corporation; and

the City of Coon Rapids, a municipal corporation;
(collectively, the "Cities", or individually, a "City"). Each
of the municipalities or housing and redevelopment authorities
named above is duly organized under the laws of the State of
Minnesota as a municipal corporation or housing and redevelop-
ment authority and has full power and authority to enter into
this Agreement pursuant to Minnesota Statutes, Section 471.59

and Chapter 462C.




1. Statement of Purpose and Powers to be Exercised.

There is a need in each of the Cities to preserve the quality
of life through the maintenance, provision and preservation of
adequate housing stock, to encourage new housing construction,
and to provide in a timely fashion affordable housing to
persons of low and moderate income. 1In order to promote the
public health, welfare and prosperity, the Cities will
undertake a joint program of providing below market interest
rate mortgage loans to the owners of rental housing projects
upon terms and conditions not otherwise generally available to
such persons in the private market (the "Program") through the
issuance of the Bonds (as defined below) by the Issuer (as
defined below).

The powers to be exercised jointly under this Agreement
are those identical powers conferred upon each City (and, if
appropriate, their designated housing and redevelopment
authorities) in Minnesota Statutes, Chapter 462C (the "Act"),

and in particular the powers to undertake programs to implement

individual components of the housing plan developed by and for

each City pursuant to the Act, and to issue revenue bonds to
finance such programs.

2. Methongf Achieving Purpose; Manner of Exercising
Power. Each Ci;y has previously adopted resolutions evidencing

its intent to undertake the Program and, if necessary, has by

ordinance designated its housing and redevelopment authority,




or the agency which exercises the powers of a housing and
redevelopment authority, to exercise its powers under the Act.
Pursuant to the approval and consent of the Cities provided by
their respective resolutions and evidenced by their execution
of this Agreement below, the Cities shall exercise such powers

jointly by adopting, approving and executing such common or

concurrent resolutions, documents, and agreements as shall be

necessary or convenient to authorize the Issuer (as defined

below), acting on its own behalf and on behalf of all the
Cities, to issue and sell revenue bonds to finance the Program
and to adopt or execute such resolutions, documents and
agreements as shall be necessary or convenient to properly
manage, administer and operate the Program utilizing the
proceeds of the Bonds and such other funds as may be made
available for use in conjunction with the Program.

The Program will be structured so that the proceeds of the
Bonds are loaned to the Lender QEE defined below) to enable the
Lender to make mortgage loans with respect to each of the
Developments (as defined below). Certain matters with respect
to each Development will be governed by a Regulatory Agreement
to be entered into between the developer of each Development,
the City in which the Development is located, the Issuer (as

defined below) of the Bonds, the Bond trustee and the Lender




(as defined below). The Program shall be otherwise managed,

administered and operated in the manner provided herein and in
the Program Documents (as defined below). Each City may act

singularly, without any consent by or action of the others,

pursuant to the applicable Regulatory Agreement with respect to

the Development (defined below) located in such City to the
extent provided in the applicable Regulatory Agreement.

3. Definitions. 1In this Agreement, unless a different

meaning clearly appears from the context, the following terms
shall have the following respective meanings:

Act: Minnesota Statutes, Chapter 462C and Section

Board: The Joint Powers Board created herein:

Bonds: The $ Variable Rate Demani//Bonds

(Minnesota Multi-City Joint Rental Housing Program) issued by
4

the Housing and Redevelopment Authority of the City of Saint

Paul to finance the Program described herein.

Cities: The following> the Housing and
/4

Redevelopment Authority of the City of Saint Paul acting for

and on behalf of the City of Saint Paul; the Dakota County
Housing and Redevelopment Authority acting for and on behalf of
the City of West Saint Paul; the City of Eagan; the City of
Bloomington; the City of Maplewood; the City of New Hope; and

the City of Coon Rapids.




Program: The housing finance program pursuant to the
Act, approved by the respective governing bodies of the Cities
and pursuant to which the proceeds of the Bonds shall be used

to finance the construction of multi-family rental housing and

/,the resulting portfolio of mortgage loans shall be managed and

administered.

Developer: The corporation, partnership,
association, joint venture or other entity which undertakes,
owns and operates a Development.

Developments: The residential rental projects, at

least one of which is located in each of the Cities, to be
financed through the Program.

Issuer: the Housing and Redevelopment Authority of

the City of Saint Paul, being the "City" designated and

empowered herein to issue the Bonds on its own behalf, and on
behalf of all of the Cities, for the purpose of financing the
Program.

Lender: Midland Financial Savings and Loan
Association, an Iowa savings and loan association located in

Des Moines, Iowa.

Program Documents: the Indenture of Trust, Lender

Loan Agreement, Developer Loan Agreements, Regulatory
Agreements, Declarations of Restrictive Covenants and related
agreements and instruments and other agreements entered into in

connection with the Program and the Bonds.




4. Creation of Joint Powers Board; Powers and Duties.

There is hereby created a Joint Powers Board representative of
the Cities, consisting of one member from each City and having
the power and duty to consult with, advise and make
recommendations to the Issuer, and, with respect to the
Developments, to assist in the implementation and
administration of the Program.

5. Members. The Board shall consist of one member from
each City. Each member shall be appointed by the Mayor or
Chairman of the City for which such member serves. Members of
the Board may be either elected officers or commissioners of
the city for which they serve or individuals employed by such
City on a full-time basis. Members shall hold office for a
term of four years or until their successors are appointed and
qualified. Vacancies shall be filled in the manner provided
above for appointment. A member may be removed at any time
with or without cause by the Mayor or Chairman who nominated

him or her. Members shall receive no compensation.

6. Meetings. Meetings of the Board shall be held at such

times and at such places and with such notice as the Board
shall from time to time detemerine. A quorum shall consist of

four members. A majority shall consist of four members.




Matters concerning the agenda of a meeting, minutes of a
meeting, and rules of order or procedure shall be as determined
by the Board.

7. Officers. The Chairman of the Board shall be the

member thereof appointed by the Issuer. The members of the

Board shall elect from among their other members a
Vice-Chairman and such other officers as the Board shall deem
appropriate.

8. Source and Contribution of Funds: Allocation of Funds.

The source of funds for the Program shall be the proceeds of
the Bonds and such other properties and revenues as shall be
loaned or contributed to or derived from the Program.

The "lendable proceeds" of the Bonds (the amount initially
deposited in the Loan Fund created by the Indenture, plus any
commitment or other fees paid by Developers whether on the date
or initial issuance of the Bonds or thereafter) shall be
allocated among the Developments as may be provided by the
Program Documents.

9. Budget and Disbursements. The Program shall not

require an annual budget. Moneys and funds shall be held,
applied, disbursed, and accounted for in such manner as may be
provided in the Program Documents. Prior to the termination of

this Agreement, to the extent that any surplus funds are




returned or distributed to the Cities, they shall be returned
to each in proportion to its contribution. The proportion of
contribution shall be determined in accordance with the initial
principal amount of the proceeds of the Bonds applied by the
Lender to make mortgage loans with respect to Developments in
each City.

10. Liability for Debts and Obligations. The Board shall

not do any act or thing the effect of which is to create a
charge on, or lien against, the property or revenues of the
Cities, other than the revenues of the Program, and then only

to the extent required by or not inconsistent with the

Indenture of Trust entered into by the Issuer and the Trustee

in connection with the issuance of the Bonds.

The Bonds shall be special, limited obligations of the
Issuer payable solely from proceeds, revenues and other amounts
pledged thereto all as more fully described in the Indenture of
Trust relating thereto. The Bonds and the interest thereon
shall neither constitute nor give rise to an indebtedness,

pecuniary liability, general or moral obligation or a pledge of

the full faith qﬁ,credit or taxing power of the Issuer, the
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Cities, the State of Minnesota or any political subdivision of

the above, within the meaning of any Constitutional or

statutory provisions.




11. Term of Agreement; Termination. Unless otherwise

provided by concurrent action of the Cities, this Agreement
shall terminate upon the retirement or defeasance of the last
outstanding Bonds, and this Agreement may not be terminated in
advance of such retirement or defeasance. If the Bonds are not
issued, this Agreement shall terminate onqﬁg&x 1, 1985.

12. Distribution of Assets upon Termination. Upon

termination of this Agreement, any property acquired as the
result of this Agreement and any surplus moneys shall be
returned to the Cities in proportion to the contribution of
each of them, or as provided in Section 9, hereof.

13. Representations; Indemnity. Each City hereby

represents to each of the other Cities and to the Issuer that
it will undertake any and all actions necessary or desirable to

assure the validity and enforceability of the Bonds, and to

assure and preserve the tax-exempt status of the Bonds, or as

may be required to enforce the requirements of federal or
Minnesota law applicable to the Development located within such
City; provided that neither any of the Cities nor the Board may
direct or compel the Issuer to take any action or cause or
compel the Issuer to fail to take any action that in the
reasonable judgment of the Issuer would impair the validity or
enforceability of the Bonds or adversely affect or impair the

tax exempt status of the Bonds.




Each City further agrees to indemnify and hold each other
City, including the Issuer, harmless from any and all losses,
damages, costs and expenses (including reasonable attorney's
fees) incurred or suffered by such other City, including the
Issuer, with respect to the Bonds, the Developments and the
Program, subject however, to the further limitations set forth
in this paragraph. The indemnity obligation of each City with
respect to matters arising from particular Developments shall
be limited in that each City shall be obligated hereunder to
the Issuer and the other Cities only to the extent that losses,
damages, costs or expenses are caused by the Developmeq} or

Developments located within the jurisdiction of the indemnitor.

With respect to matters not directly attributable to a
particular Development, each City shall be obligated to
indemnify the other Cities or the Issuer only in proportion to
the indemnitor's contribution as provided in Section 9 hereof.

14. Amendments. This Agreement may be amended by ﬁhe

Cities at any time. No amendment may impair the rights of the

holders of the Bonds, unless they have consented to such

amendment in the manner provided for amendment of the

Indenture.




IN WITNESS WHEREOF, each of the Cities, including the
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Issuer,/has caused this Agreement to be executed on its behalf
~y—

by its duly authorized officers and the seal of said City or

the Issuer to be hereunto affixed and duly attested, all as of

the day and year first above written.

HOUSING AND REDEVELOPMENT AUTHORITY
OF THE CITY OF SAINT PAUL, MINNESOTA,
as Issuer

By
Chairman

By
Executive Director

Approved as to form: By
Secretary

By
Assistant City Attorney Director, Department of Finance
and Management Services

DAKOTA COUNTY HOUSING AND REDEVELOPMENT
AUTHORITY FOR AND ON BEHALF OF THE CITY
OF WEST SAINT PAUL

By
Its

By




CITY OF EAGAN

CITY OF BLOOMINGTON

By

CITY OF MAPLEWOOD

By

CITY OF NEW HOPE

By




CITY OF COON RAPIDS




ACKNOWLEDGMENT AND ACCEPTANCE

[ACKNOWLEDGEMENT AN2¢ACCEPTANCE FOR EACH CITY WHICH IS ACTING

BY AND THROUGH ITS HOUSING AND REDEVELOPMENT AUTHORITY]

CITY OF SAINT PAUL

By

CITY OF WEST SAINT PAUL






