City of Grand Forks

GRAND Staff Report
Fo s Committee of the Whole - December 11, 2023
ORTH DAKOTAYN, W, |

. .
City Council - December 18, 2023
City Council - April 7, 2025

Agenda Item: Epitome Energy Project Financing Inducement Agreement - Amended

Submitted by: Todd Feland, City Administrator
Dan Gaustad, City Attorney
Maureen Storstad, Finance Director

Staff Recommended Action:

Review and approve the revised “RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
GRAND FORKS DECLARING OFFICIAL INTENT TO REIMBURSE CERTAIN CAPITAL
EXPENDITURES OF EPITOME ENERGY, LLC FROM THE PROCEEDS OF REVENUE
BONDS; AUTHORIZING CERTAIN INCIDENTIAL ACTIONS; AND PROVIDING FOR AN
EFFECTIVE DATE”, subject to final review and approval of the Finance Department and City
Attorney.

December 11, 2023 — Committee Recommended Action:
Motion by Weigel, seconded by Osowski to move to City Council with a recommendation to approve.
Motion carried unanimously.

December 18, 2023 — Council Action:
Motion by Osowski, second by Vein to approve. Motion carried unanimously.

April 7, 2025 — Council Action:

BACKGROUND:

UPDATE: As part of the application process, Epitome has updated the amount of financing
needed from $140M to $170M. They are requesting the City update the inducement resolution to
match this dollar amount. This resolution was previously approved for $140M. The attached
resolution has been updated for the change.

Epitome Energy as part of the development of its soybean crushing facility is requesting the City of Grand
Forks (City) to serve as a financial conduit for Epitome Energy to receive tax exempt revenue bonds for
certain solid waste disposal facilities that will serve to abate or control environmental pollution. The City
will not have any financial responsibility for the revenue bond debt.

Under the City of Grand Forks (City) authority and provisions of the Municipal Industrial Development
Act, Title 40, Chapter 57, NDCC, Epitome Energy is requesting the City to issue revenue bonds to finance
improvement or equipment used to for the abatement or control of environmental pollution in connection
with its revenue producing enterprise. One of the projects that are eligible for such revenue bond issuance
under N.D.C.C. Chapter 40-57 are for “real property, buildings, and improvements on real property,
including water and sewer lines and other underground infrastructure, . . . which is used or useful in a
revenue-producing enterprise . . . engaged in or to be engaged in . . . assembling, fabricating, manufacturing,



mixing, or processing of any agricultural . . . products.” The State of North Dakota via the Governor’s
Office receives federal revenue bonds for industrial solid waste facilities. Epitome Energy is intending to
request up to $140 million of the State of North Dakota’s revenue bonding capacity for its facility that is
estimated to be in excess of $420 million. Epitome Energy is requesting the City to serve as the local
conduit to the State of North Dakota.

Under N.D.C.C. § 40-57-05, and likewise provided at Section 6 of Resolution, the Bonds, if issued by the
City, shall not constitute a debt or general obligation of the City, shall not be payable from nor charged upon
any funds of the City, nor shall the City be subject to any liability thereon, and shall not constitute any charge,
lien, nor encumbrance, legal or equitable, against any property of the City, and no holder of such Bonds
shall have any right to compel any exercise of the taxing power of the City to pay such Bonds or any interest
thereon or to enforce payment thereon against or from any property of the Issuer.

The Resolution does not approve the issuance of the Bonds at this time, but rather further proceedings will
need to be completed before that could occur. This would include procedures under N.D.C.C. Chapter 40-
57, which requires a public hearing, notice to competitors, and a finding by the City Council “that the impact
and effect of the [bond] issue upon existing industry and business will not result in an unfair advantage for
the proposed project to the substantial detriment of existing enterprises.”

Further, the execution of and compliance and satisfaction of the terms and conditions of the Development
Agreement are required before the issuance of any bonds.

ANALYSIS AND FINDINGS OF FACT:

e The City administration has worked with Epitome Energy on the financing request. Epitome
Energy’s broker/investment banker is Thornton Farish and attorney is Kutok Rock on this proposed
transaction.

e The City administration has worked with the City’s bond attorney, Dorsey, on the proposed
financial transaction.

o The North Dakota Municipal Industrial Act authorizes the City to issue bonds for certain purposes.
Epitome Energy is requesting the City to issue debt under this noted Act.

e The revenue bonds will help finance a portion of the Epitome Energy Project.

The debt, by legislation, is not considered the debt of the City.
e The Inducement Agreement is a condition of the Epitome Energy Development Agreement.

SUPPORT MATERIALS:

e RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GRAND FORKS DECLARING
OFFICIAL INTENT TO REIMBURSE CERTAIN CAPITAL EXPENDITURES OF EPITOME
ENERGY, LLC FROM THE PROCEEDS OF REVENUE BONDS; AUTHORIZING CERTAIN
INCIDENTIAL ACTIONS; AND PROVIDING FOR AN EFFECTIVE DATE.



RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GRAND FORKS
DECLARING OFFICIAL INTENT TO REIMBURSE CERTAIN CAPITAL
EXPENDITURES OF EPITOME ENERGY, LLC FROM THE PROCEEDS OF
REVENUE BONDS; AUTHORIZING CERTAIN INCIDENTAL ACTIONS; AND
PROVIDING FOR AN EFFECTIVE DATE

RECITALS:

WHEREAS, the City of Grand Forks, North Dakota (the “Issuer”) is authorized and
empowered by the provisions of the Municipal Industrial Development Act, Title 40, Chapter 57,
North Dakota Century Code, as amended (the “Act”), to issue revenue bonds (the “Bonds”) to
finance improvements or equipment used or to be used for the abatement or control of
environmental pollution in connection with any new or existing revenue-producing enterprise;
and

WHEREAS, in connection with the provision of certain solid waste disposal facilities,
within the meaning of Section 142(a)(6) of the Internal Revenue Code of 1986, as amended (the
“Code”), and/or sewage facilities, within the meaning of Section 142(a)(5) of the Code, by
Epitome Energy, LLC, a Minnesota limited liability company (the “Company”), relating to the
purchase of equipment and construction of a soybean crush plant to be located at 5800 70
Avenue North in Rye Township in Grand Forks County to be annexed to the Issuer (the
“Project”), the Company expects to incur costs relating to the Project (the “Expenditures”); and

WHEREAS, in the event the Bonds are issued, the Issuer reasonably expects (based
upon information supplied by the Company upon which it is reasonable and prudent to rely) to
reimburse the Company for the Expenditures with proceeds of the Bonds; and

WHEREAS, the Code and applicable regulations (the “Treasury Regulations”) require
the Issuer to declare its official intent in connection with the Expenditures prior to issuing the
Bonds in order to allow the Company to be reimbursed for the Expenditures from a portion of
the proceeds of the Bonds; and

WHEREAS, it is intended by the Issuer that this Resolution constitute a declaration of
official intent with respect to the reimbursement, from proceeds of the Bonds, of those certain

Expenditures incurred or to be incurred by the Company for the Project prior to the issuance of
the Bonds;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF GRAND FORKS AS FOLLOWS:

Section 1. Incorporation of Recitals.  The recitals set forth above are adopted by
the Issuer as the findings of the Issuer and are incorporated herein.
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Section 2. Declaration of Official Intent. The Mayor is authorized to execute
such documentation as necessary to indicate the preliminary intent of the Issuer to participate in
the financing of the foregoing Project, pursuant to and in accordance with the purposes of the
Act. The Issuer hereby declares its official intent to reimburse the Company from the proceeds
of the Bonds, if issued by the Issuer, for Expenditures incurred with respect to the Project within
60 days prior to the date of this Resolution and to be incurred subsequent to the date of this
Resolution, subject to Treasury Regulation § 1.150-2. This Resolution is intended as a
declaration of official intent under Treasury Regulation § 1.150-2. If issued by the Issuer
pursuant to future proceedings therefor, including but not limited to completion of a public
hearing with respect thereto, the Bonds to be issued to finance the Project are expected not to
exceed a maximum aggregate principal amount of $140;600;600- $170,000,000.

Section 3. Reimbursement Period. The allocation of proceeds of the Bonds to
reimburse an Expenditure must be made not later than eighteen (18) months after the later of:
(1) the date the original Expenditure is paid, or (i1) the date the project to which the Expenditure
relates is placed in service or abandoned, but in no event more than three (3) years after the
original Expenditure is paid.

Section 4. Incidental Action. The appropriate officials and staff of the Issuer are
hereby authorized to take such actions as may be necessary to carry out the purpose of this
Resolution including, without limitation and upon provision of any filing fees by the Company,

the filing of an application for the allocation of State Ceiling for the Bonds with the Governor’s
Office.

Section 5. Effective Date. This Resolution shall be effective upon its passage and
approval, and all resolutions, orders and parts thereof in conflict herewith are hereby repealed to
the extent of such conflict.

Section 6. No Liability. The Act prescribes, and the parties intend, that the
Bonds, if issued by the Issuer, shall not constitute a debt or general obligation of the Issuer, shall
not be payable from nor charged upon any funds of the Issuer, nor shall the Issuer be subject to
any liability thereon, and shall not constitute any charge, lien, nor encumbrance, legal or
equitable, against any property of the Issuer, and no holder of such Bonds shall have any right to
compel any exercise of the taxing power of the Issuer to pay such Bonds or any interest thereon
or to enforce payment thereon against or from any property of the Issuer.

Section 7. Development Agreement. The Issuer and the Company entered into
that certain Development Agreement relating to the Project and other components for the
soybean crushing plant, and the parties intend that in addition to the satisfaction of any
requirements and conditions under any federal, state or local law, including under the Act, the
terms and conditions of the Development Agreement shall be satisfied prior to the issuance, if
any, of the Bonds by the Issuer.
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Adopted by the Grand Forks City Council the 7% day of April, 2025.

CITY OF GRAND FORKS

Mayor

Attest:
Director of Finance and
Administrative Services
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