CITY OF

MINNETONKA

Agenda
Minnetonka Economic Development Authority
Monday, July 12, 2021
Following the regular meeting
Council Chambers

Call to Order

Roll Call: Coakley-Kirk-Schack-Carter- Calvert-Schaeppi-Wiersum
Approval of Agenda

Approval of Minutes:

A. June 14, 2021 EDA meeting

Business Items:

A. Wellington Apartments at 10901 Red Circle Drive

Recommendation: Adopt the resolution and authorize EDA and city officials to
approve non-substantive changes to the contract for private development (4 votes)

Adjourn





















Meeting of: July 12, 2021 Page 5
Subject: Wellington Apartments at 10901 Red Circle Drive

» Staff does not support the developer’s request to remove August 1, 2030,
as the end date of the note.

e Minimum assessment agreement (establishes the minimum market value for the project
for the purpose of determining the tax increment financing)

o Look back provision (allows the city to review the development assistance assumptions
once the project is complete by reviewing the project’s actual costs and return on
investment once the project is occupied):

o Total development cost after construction is completed
o Return on investment following stabilization
o Sale provisions

e Requires a 30-year term of affordability.

Julie Eddington, the city’s EDA attorney, has prepared the attached contract for private
development, which the EDA is requested to approve as submitted. Ms. Eddington will be
available at the meeting to answer any questions. The developer will also be available to
answer questions related to this request.

Attachments:

Location Map

Letter from Wellington Management (April 9, 2021)
Memo from Ehlers (March 2, 2021)

Draft Concept Plans

Affordable Housing Policy

TIF Policy

2021 Income and Limits

History of Affordable Housing Production and Assistance
June 10, 2021, Unapproved EDAC Minutes

Contract for Private Development

Additional Resources

Opus Public Realm Design Guidelines
March 11, 2021 EDAC Meeting Minutes
Feb. 25, 2021 EDAC Meeting Minutes
Sept. 17, 2020 EDAC Meeting Minutes
Marquette Housing Study (Aug.18, 2017)
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WALK-UP UNITS ON NORTH SIDE

b

WELLINGTON

MANAGEMENT

AREAS BY TYPE AND LEVEL

TOTAL FLOOR AREAS

NAME

-1 UNDER GROUND
PARKING

1ST FLOOR

1BR

1BR+D

2BR

3BR

AMENITY
CIRCULATION
COMMON AREA
STUDIO

2ND FLOOR
1BR

1BR+D

2BR

3BR

AMENITY
CIRCULATION
COMMON AREA
STUDIO

3RD FLOOR
1BR

1BR+D

2BR

3BR
CIRCULATION
COMMON AREA
STUDIO

4TH FLOOR
1BR

1BR+D

2BR

3BR
CIRCULATION
COMMON AREA
STUDIO

5TH FLOOR
1BR

1BR+D

2BR

AMENITY
CIRCULATION

COMMON AREA

AREA*

66685 SF

18845 SF
1895 SF
7265 SF
1335 SF
1380 SF
4635 SF
5340 SF
3915 SF

22270 SF
1790 SF
7155 SF
1430 SF
1705 SF
4390 SF

765 SF
4400 SF

24575 SF
890 SF
8645 SF
1325 SF
4335 SF
770 SF
4930 SF

24280 SF
890 SF
8590 SF
1325 SF
4335 SF
770 SF
4930 SF

6660 SF
890 SF
2100 SF
1220 SF
1915 SF
180 SF

LEVEL

-1 UNDER GROUND
1ST FLOOR

2ND FLOOR

3RD FLOOR

4TH FLOOR

5TH FLOOR
GRAND TOTAL

AREA
66,690 SF
44,770 SF
44,080 SF
45,640 SF
45,300 SF
13,020 SF

259,500 SF

UNIT COUNTS BY TYPE

UNIT TYPE #
1BR 143
1BR+D 7
2BR 32
3BR 4
STUDIO 37
TOTAL UNITS: 223
PARKING

PARKING LEVEL #
-1 UNDER GROUND 206
SITE PARKING 97
TOTAL PARKING :303

CITY SUBMITTAL | AREAS AND COUNTS

10901 RED CRICLE DR. | A1.4

03/25/21
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City of Minnetonka City Council Policy 13.2

Policy Number 13.2
Affordable Housing Policy

Purpose of Policy: This policy establishes general procedures and requirements
to govern the City’s commitment to affordable housing.

Introduction

The City of Minnetonka has a long history of promoting diversity in the type and size of
housing units in Minnetonka, including the production of new affordable rental and
ownership opportunities.

This Policy recognizes the city’s commitment to provide affordable housing to
households of a broad range of income levels in order to appeal to a diverse population
and provide housing opportunities to those who live or work in the city. The goal of this
policy is to ensure the continued commitment to a range of housing choices by requiring
the inclusion of affordable housing for low and moderate-income households in new
multifamily or for-sale developments.

The requirements in this policy further the Minnetonka Housing Action Plan and city’s
Housing Goals and Strategies identified in the 2040 Comprehensive Plan.

Applicability and Minimum Project Size

This policy applies to all new multifamily rental developments with 10 or more dwelling
units and all new for-sale common interest or attached community developments,
(condominiums, townhomes, co-ops) with at least 10 dwelling units. This includes
existing properties or mixed-use developments that add 10 or more units.

Calculation of Units

The number of Affordable Dwelling Units (ADUs) required shall be based on the total
number of dwelling units approved by the city. If the final calculation includes a fraction,
the fraction of a unit shall be rounded up to the nearest whole number.

If an occupied property with existing dwelling units is expanded by 10 or more units, the
number of required ADUs shall be based on the total number of units following
completion of expansion.

Affordable Dwelling Unit (ADU)
General Requirements.

For projects not requesting a zoning change and/or comprehensive plan amendment
and not receiving city assistance.

¢ In multi-family rental developments, at least 5% of the units shall be
affordable to and occupied by households with an income at or below 50% of
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City of Minnetonka City Council Policy 13.2

the AMI.

¢ |n attached for-sale common interest or attached community developments
(condominiums, townhomes, co-ops), at least 10% of the units shall be
affordable to and occupied by households with an income at or below 80%
AMI.

For projects requesting a zoning change or comprehensive plan amendment without
city assistance.

¢ In multi-family rental developments, at least 10% of the units shall be
affordable to and occupied by households with incomes at or below 60% AMI,
with @ minimum of 5% at 50% AMI.

¢ In attached for-sale common interest or attached community developments
(condominiums townhomes, co-ops), at least 10% of the units shall be
affordable to and occupied by households with an income at or below 80%
AML.

For projects receiving city assistance.

e For multi-family rental developments, at least 20% of the units shall be
affordable to and occupied by households with an income at or below 50% of
the AMI; or at least 40% of the units shall be affordable to and occupied by
households with an income at or below 60% AMI.

¢ |n attached for-sale common interest or attached community developments
(condominiums, townhomes, co-ops), at least 10% of the units shall be
affordable to and occupied by households with an income at or below 80%
AMI.

Calculation of AMI

For purposes of this policy, Area Median Income means the Area Median Income for the
Twin Cities metropolitan area calculated annually by the Minnesota Housing Finance
Agency for establishing rent limits for the Housing Tax Credit Program (multi-family
ADU) and the Department of Housing and Urban Development (attached for-sale
common interest or attached community developments, including: condominiums,
townhomes, co-ops).

Rent Level Calculation (Multi- Family Rental Developments)

The monthly rental price for an ADU receiving city assistance shall include rent and
utility costs and shall be based on fifty percent (50%) or sixty percent (60%) for the
metropolitan area that includes Minnetonka adjusted for bedroom size and calculated
annually by Minnesota Housing Financing Agency for establishing rent limits for the
Housing Tax Credit Program. This does not apply to units not receiving city assistance.
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City of Minnetonka City Council Policy 13.2

For Sale Projects

The qualifying sale price for an owner-occupied dwelling unit shall include property
taxes, homeowner’s insurance, principal payment and interest, private mortgage
insurance, monthly ground lease, association dues, and shall be based upon eighty
(80%) AMI for the metropolitan area that includes Minnetonka adjusted for bedroom size
and calculated annually by the Department of Housing and Urban Development.

Period of Affordability

In developments subject to this policy, the period of affordability for the ADUs shall be
thirty (30) years.

Location, Standards, and Integration of ADUs

Distribution of affordable housing units. Unless otherwise specifically authorized by
this policy, the ADUs shall be integrated within the development and distributed
throughout the building(s). The ADUs shall be incorporated into the overall project
unless expressly allowed to be located in a separate building or a different location
approved by the city council.

Number of bedrooms in the affordable units. The ADUs shall have a number of
bedrooms proportional to the market rate units. The mix of unit types shall be
approved by the city.

Size and Design of ADUs. The size and design of ADUs shall be consistent and
comparable with the market rate units in the rest of the project.

Exterior/Interior Appearance of ADUs. The exterior/interior materials and design of
the ADUs in any development subject to these regulations shall be indistinguishable
in style and quality with the market rate units in the development.

Non-Discrimination Based on Rent Subsidies

Developments covered by this policy must not discriminate against tenants who would
pay their rent with federal, state or local public assistance, including tenant based
federal, state or local subsidies, but not limited to rental assistance, rent supplements,
and Housing Choice Vouchers.

Alternatives to On-Site Development of an ADU

The city recognizes that it may not be economically feasible or practical in all
circumstances to provide ADUs in all development projects due to site constraints
resulting in extraordinary costs of development. The city reserves the right to waive this
policy if the developer requests a waiver and can provide evidence of extraordinary
costs prohibiting the inclusion of ADUs. The city will review on a case-by-case basis to
determine if the waiver is justifiable and granted.
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City of Minnetonka City Council Policy 13.2

Recorded Agreements, Conditions and Restrictions

A declaration of restrictive covenants shall be executed between the city, EDA and
developer, in a form approved by the city’s EDA attorney, which formally sets forth
development approval and requirements to achieve affordable housing in accordance
with this policy. The declaration shall identify:

The location, number, type, and size of affordable units to be constructed;
Sales and/or rental terms; occupancy requirements;

A timetable for completion of the units; and

Annual Tenant income and rent reporting requirements; and

Restrictions to be placed on the units to ensure their affordability and any terms
contained in the approval resolution by the city/EDA.

The applicant or owner shall execute all documents deemed necessary by the city
manager, including, without limitation, restrictive covenants and other related
instruments, to ensure affordability of the affordable housing unit within this policy.

The documents described above shall be recorded in the Hennepin County as
appropriate.

Definitions

Affordable Dwelling Unit: A unit within a residential project subject to this policy that shall
meet the income eligibility and rent affordability standards outlined in this policy.

Financial Assistance: Funds derived from the city or EDA, including but is not limited to
fund from the following sources:

City of Minnetonka

Housing Redevelopment Authority (HRA) Funds

Economic Development Authority (EDA) Funds

Community Development Block Grant (CDBG)
Reinvestment Assistant Program

Revenue Bonds and/or Conduit Bonds

Tax increment financing (TIF), TIF pooling, or tax abatement
Land write downs

Other government housing development sources

Adopted by Resolution 2019-060
Council Meeting of July 8, 2019
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City of Minnetonka City Council Policy 2.18

Policy Number 2.18
Tax Increment Financing and Tax Abatement

Purpose of Policy: This policy establishes criteria which guide the economic
development authority and the city council when considering the
use of tax increment financing and tax abatement tools in
conjunction with proposed development.

Introduction

Under the Minnesota Statutes Sections 469.152 to 469.1799, the city of Minnetonka has
the authority to establish tax increment financing districts (TIF districts). Tax increment
financing is a funding technique that takes advantage of the increases in tax capacity and
property taxes from development or redevelopment to pay public development or
redevelopment costs. The difference in the tax capacity and the tax revenues the property
generates after new construction has occurred, compared with the tax capacity and tax
revenues it generated before the construction, is the captured value, or increments. The
increments then go to the economic development authority and are used to repay public
indebtedness or current costs the development incurred in acquiring the property,
removing existing structures or installing public services. The fundamental principle that
makes tax increment financing viable is that it is designed to encourage development that
would not otherwise occur.

Under Minnesota Statutes, Sections 469.1812 to 469.1815, the city of Minnetonka has
the right to abate property taxes. A city may grant an abatement of some or all of the
taxes or the increase in taxes it imposes on a parcel of property if the city expects the
benefits of the proposed abatement agreement to at least equal the costs of the
proposed agreement. Abatement would be considered a reallocation or rededication of
taxes for specific improvements or costs associated with development rather than a
“refund” of taxes.

It is the judgment of the city council that TIF and abatement are appropriate tools that
may be used when specific criteria are met. The applicant is responsible for
demonstrating the benefit of the assistance, particularly addressing the criteria below.
The applicant should understand that although approval may have been granted
previously by the city for a similar project or a similar mechanism, the council is not
bound by that earlier approval. Each application will be judged on the merits of the
project as it relates to the public purpose.

TAX INCREMENT FINANCING

The Economic Development Authority (EDA), as authorized by the city, will be
responsible to determine that (1) a project would not occur “but for” the assistance
provided through tax increment financing; and (2) no other development would occur on
the relevant site without tax increment assistance that could create a larger market value
increase than the increase expected from the proposed development (after adjusting for
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City of Minnetonka City Council Policy 2.18

the value of the tax increment). At the time of any application for a Comprehensive
Guide Plan amendment, rezoning or site plan approval for a project, whichever occurs
first, the applicant must divulge that TIF financing will be requested.

Projects eligible for consideration of tax increment financing include but are not limited to
the following:

e Projects must be compatible with the Comprehensive Guide Plan (or acquire an
amendment) and the development and redevelopment objectives of the city.

e Priority will be given to those projects which:

o are within the “village areas” identified in the city’s most recently adopted
Comprehensive Guide Plan;

o0 are mixed use or residential in nature, and include affordable housing units
which meet the city’s affordable housing standards;

0 contain amenities or improvements which benefit a larger area than the
identified development;

o0 improve blighted or dilapidated properties, provide cohesive development
patterns, or improve land use transitions; or

0 maximize and leverage the use of other financial resources.
Costs Eligible for Tax Increment Financing Assistance
The EDA will consider the use of tax increment financing to cover project costs as allowed

for under Minnesota Statutes. The types of project costs that are eligible for tax increment
financing are as follows:

Utilities design Site related permits

Architectural and engineering fees directly Soils correction

attributable to site work

Earthwork/excavation Utilities (sanitary sewer, storm sewer, and
water)

Landscaping Street/parking lot paving

Streets and roads Curb and gutter

Street/parking lot lighting Land acquisition

Sidewalks and trails Legal (acquisition, financing, and closing
fees)

Special assessments Surveys

Soils test and environmental studies Sewer Access Charges (SAC) and Water
Access Charges (WAC)
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City of Minnetonka City Council Policy 2.18

Title insurance Landscape design

Forms of Assistance

Tax increment financing will generally be provided on a “pay-as-you-go” basis wherein the
EDA compensates the applicant for a predetermined amount for a stated number of years.
The EDA will have the option to issue a TIF Note with or without interest, where the
principal amount of the TIF Note is equal to the amount of eligible project costs incurred
and proven by the developer. In all cases, semi-annual TIF payments will be based on
available increment generated from the project. TIF payments will be made after collection
of property taxes.

Fiscal Disparities

TIF Districts will generally be exempt from the contribution to fiscal disparities. Tax
revenues for fiscal disparities, generated by the TIF project, will be the responsibility of
properties inside the district. The exception to this policy is when MN Statutes require that
fiscal disparities be paid from within a TIF District, as is the case with Economic
Development Districts.

TAX ABATEMENT

The tax abatement tool provides the ability to capture and use all or a portion of the
property tax revenues within a defined geographic area for a specific purpose. Unlike
TIF, tax abatement must be approved by each major authority under which the area is
taxed, and therefore, usually only city property taxes will be abated. In practice, it is a tax
“reallocation” rather than an exemption from paying property taxes. Tax abatement is an
important economic development tool that, when used appropriately, can be useful to
accomplish the city’s development and redevelopment goals and objectives. Requests
for tax abatement must serve to accomplish the city’s targeted goals for development
and redevelopment, particularly in the designated village center areas. At the time of any
application for a Comprehensive Guide Plan amendment, rezoning or site plan approval
for a project, whichever occurs first, the applicant must divulge that tax abatements will
be requested.

Projects Eligible for Tax Abatement Assistance

Projects eligible for consideration of property tax abatement include but are not limited to
the following:

e Projects must be compatible with the Comprehensive Guide Plan (or acquire an
amendment) and the development and redevelopment objectives of the city; and

e Priority will be given to those projects which:
0 increase or preserve the tax base

0 provide employment opportunities in the City of Minnetonka;
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City of Minnetonka City Council Policy 2.18

0 provide, help acquire or construct public facilities;
o finance or provide public infrastructure;

o improve blighted or dilapidated properties, provide cohesive development
patterns, or improve land use transitions; or

o produce long-term affordable housing opportunities.
Fiscal Disparities

Tax revenues for fiscal disparities, generated by the abatement project, will be the
responsibility of properties inside the district.

REVIEW PROCESS

All applications for TIF and tax abatement will be reviewed by city’s community
development director. After review by the city’s financial consultant, the community
development director may refer the request to the EDA. The EDA will hold appropriate
public hearings and receive public input about the use of the financial tools. The EDA will
provide a recommendation regarding the assistance to the city council.

The city council must consider, along with other development decisions, the request for
assistance and will make the final decision as to the amount, length, and terms of the
agreement.

Adopted by Resolution No. 2014-074
Council Meeting of July 21, 2014
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2021 AFFORDABLE HOUSING INCOME DATA

2021 Income Limits Summary
Household 30% 50% 60% B0% 120%
Size
1 522029 $36,715 344 058 $55,930 388,116
2 525 176 541,960 550,352 $63,920 $100,704
3 528 323 547 205 556,646 §71,910 $113,292
4 531,470 $52 450 562 940 §79,900 $125,880
5 $33 987 $56,646 567 975 $86,292 $135,950
6 $36 505 $60,842 573,010 $92 684 5146020
7 339,010 $65,038 378,045 $98,076 3156 091
8 543 430 $69,234 $83,080 $105 468 3166 161
Twin Cities Median Family Income 2021 $104,900

Income limits are published on the US Department of Housing and Urban Development User Portal:
https Awww huduser gov/portal/datasets/l himi

How much do residents pay for affordable housing?

Maximum Gross Rents by Bedroom Size

AMI Studio 1 bedroom 2 bedroom 3 bedroom
30% $551 $590 $708 5818

50% 3918 3984 51,181 51,363
60% 51,102 51,181 51,417 51,636
80% $1.470 31,575 $1.890 $2.182

Maximum rent tables are published annually with Minnesaota Housing:
hitps #www. mnhousing gov/sites/multifamilyAimits

Affordable rent based on sample occupations and their average salaries

Occupation Average Salary Affordable Rent
Chef / Head Cook $51.500 51,287
Elementary School Teacher | $61.712 $1,542
Electrician $69.035 $1.725
Veterinarian $91.956 $2.298

73




Number of Number of Total Assistance (for Years of Assistance per
Name of Project Affordable Market Rate . . . P Affordability Level
. . affordable units) Affordability Unit, per Year
Units Units

Linden Street (10400 Bren Rd) 28 247 $553,000 30 $658 10 @ 50% AMI
Doran (5959 Shady Oak) 53 303 $280,000 30 $176 5@50% 5@60% 5@80%AMI
Wellington Management 68 223 $2,780,000 requested 30 $1,362 10%@50% , 20%@80%AMI
United Properties (The Pointe ) 19 167 $400,000 30 $701 9%@ 50% AMI, 9%@ 60% AMI
Dominium 482 0 $7,809,000 30 $540 60% AMI
Homes Within Reach (2004-2020 grant 59 0 $2.981,435 99 $510 80% AMI
years)
The Ridge 52 0 $1,050,000 30 $673 60% AMI
Shady Oak Crossing 52 23 $1,900,000 30 $2,753 60%AMI

Crown Ridge —60% AMI
West Ridge Market (Crown Ridge, Boulevard Gardens—60%
Boulevard Gardens, Gables, West 185 0 $8,514,000 30 $1,534 AMI Gables—initially 80%
Ridge) AMI, now no income limit

West Ridge—50% AMI
Beacon Hill (apartments) 62 48 $2,484,000 25 $1,602 50% AMI

i — [v)
Ridgebury 56 163 $3,243,000 30 $1,930 Initially--80% AMI, Now no
income limit
Glen Lake (St. Therese, Exchange) 43 119 $4,800,000 30 $3,721 60% AMI
Cedar Point Townhomes 9 143 $512,000 15 $3,792 50% AMI
Tonka on the Creek (Overlook) 20 80 $2,283,000 30 $3,805 50% AMI
At Home - The Chase at 9 Mile 21 106 $2,500,000 30 $3,968 50% AMI
Applewood Pointe 9 80 $1,290,000 Initial Sale/Ongoing $4,777 80% AMI
maximum %
o,

Doran (Birke) 35 (20% of 175 $4,800,000 30 $4,571 50% AMI

units)

updated 02/22/2021
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