ADDENDA
Minnetonka City Council
Meetings of April 5, 2010

Minnetonka 2010 Local Board of Appeal and Equalization

4 — Appeals to the Board of Review:

The city assessor has provided an updated list of petitions. A typo in the
council letter has also been corrected. On page two of the report, the
number of real estate professional appointed to be advisors is four. The
original staff report erroneously listed the number as six. :

Minnetonka City Council

13B - Items concerning United Health Group, Phase Il, located at
9703 Data Park Drive

The city planner has forwarded comments from Comcast, Qwest, and
Center Point Energy that were received after the council packet was
distributed.

" Minnetonka Economic Development Authority

- Item 5D - Affordable Housing Indexing System

. Attached is a memo from the community development director with
additional information from the May 11, 2009 EDA meeting and
discussions with an EDA Commissioner.



AGENDA

2010 MINNETONKA LOCAL BOARD OF APPEAL AND EQUALIZATION

MONDAY, APRIL 5, 2010

CALL TO ORDER.

6:15 P.M.

COUNCIL CHAMBERS

ROLL CALL: Ellingson-Allendorf-Greves-Wiersum-Hiller-Wagner-Schneider

INTRODUCTORY REPORT.

APPEALS TO THE BOARD OF REVIEW:

A.

4)

Petitions réceived on or before March 26, 2010:

PETITIONER

Austrian Pines LLC

C/O Michael Barry

2074 Austrian Pine La
Minnetonka, MN 55305
PID: 11-117-22-21-0055

Austrian Pines LLC

C/O Michael Barry

2074 Austrian Pine La
Minnetonka, MN 55305
PID: 11-117-22-21-0057

Herzog Acres Association
C/O Richard Nelson

2801 McKenzie Point Rd
Wayzata, MN 55391
PID: 08-117-22-33-0019

Angela Griffin

5985 Rowland Rd #102
Minnetonka, MN 55343
PID: 35-117-22-31-0019

ASSESSOR'S ASSESSOR'S ADVISORS'

2009 VALUE = 2010 VALUE RECOMMENDATION
$325,000 $300,000
$325,000 * $300,000
$§92,000 $392,000
$168,000 $151,200



5)

7)

PETITIONER

Vincent and Joanna Troy
14852 Timberhill Rd
Minnetonka, MN 55345
PID: 16-117-22-13-0009

Gary and Marcia O’Hagan
2366 Cherrywood Rd
Minnetonka, MN 55305
PID: 10-117-22-13-0053

James and Judy Mcchattie
4920 Kingsberry La
Minnetonka, MN 55345
PID: 28-117-22-13-0022

ASSESSOR’'S ASSESSOR'S  ADVISORS'

2009 VALUE 2010 VALUE RECOMMENDATION
$403,100 $871,900 CANCELLED
$1,100,000 $1,100,000

$396,000 $359,500



Petitions received after March 26, 2010, however still preserve their right to go to the Hennepin
County Board of Appeal and Equalization.

ASSESSOR’'S ASSESSOR'S ADVISORS'

PETITIONER 2009 VALUE 2010 VALUE RECOMMENDATION
8) Steven and Jean Rabens $674,300 $661,500
12918 June Terrace

Minnetonka, MN 55305
PID: 10-117-22-44-0030

9) Timothy J. Uzzell - - $436,300 $428,200
14400 Woodhaven Rd
Minnetonka, MN 55345
PID: 21-117-22-11-0010

5. CONTINUE MEETING TO 6:15 P.M. ON MONDAY, APRIL 19, 2010.



Minnetonka 2010 Local Board of Appeal and Equalization
Meeting of April 5, 2010

Brief Description: 2010 Local Board of Appeal and Equalization

Recommended Action: Refer appeals to the advisors

Introduction

The first meeting of the Local Board of Appeal and Equalization (the “Local Board”) will
be held on Monday, April 5, 2010, at 6:15 p.m. in the Council Chambers. The second
meeting (reconvene) of the Local Board will be held Monday, April 19, 2010, at 6:15
p.m. ’

Agenda'

Attached is the agenda for the April 5, 2020, meeting. The 2010 market value notices
were mailed to property owners on March 2, 2010. As indicated, seven-property owners
have appealed the 2010 estimated market values established by the assessing division.
Information for each appeal appearing on the agenda includes a map, preliminary
information from the property owner, and staff comments regarding the property.

It is possible that some property owners not on the agenda may “walk-in" and present
their appeal at the meeting. Such appeals may be added to the list already appearing
on the agenda in order to preserve their right to appeal to the Hennepin County Board
of Appeal and Equalization (the “County Board”).

There may also be other property owners who wish to appeal their market values to the
County Board, which will meet on June 14, 2010. It is necessary for property owners to
appeal first to the Local Board in order to preserve their right to appeal to Hennepin
County. ‘ - '

Meeting Procedure

The procedure of the city council, serving as the Local Board, has been to use the first
meeting to receive all appeals of the assessor's estimated market values. It is not
necessary for property owners to address the board, although some property owners
may wish to speak in order to provide additional information.

When all appeals have been received, the board should refer the appeals to the real
estate advisors for their recommendation of market value. The Local Board should then
be continued to Monday, April 19, 2010, at 6:15 p.m.
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After the appeals are referred to the advisors, the assessing staff will make
appointments for the advisors to visit each property, typically in teams of two. During
this on-site visit, the property owner has the opportunity to discuss the property and

_present any information they believe may assist the advisors in a market value
recommendation. '

The recommendations developed by the advisors will be communicated to each
property owner prior to the reconvene and will be included in the packet for the April 19
meeting. The advisors will also be present at that meeting to discuss their
recommendations.

Role of the Advisors

The city council has appointed four real estate professionals to serve as the advisors to
the 2010 Local Board. The advisors are an added resource for property owners and
the council. Through the advisors’ recommendations, the council receives an
independent, expert opinion when making its decisions on appeals, and the property
owners receive a second professional opinion of the property’s estimated market value.

2010 Local Board of Appeal and Equalization Advisors

Larry Kriedberg: Mr. Kriedberg is an agent with Coldwell Banker Burnet. He has been
a realtor for eight years. This will be his eighth year serving as an advisor.

Herb Bacal: Mr. Bacal has been a broker/agent since 1973, and a licensed appraiser
since 1990. He has been a resident of Minnetonka since 1973 and currently works for
Counselor Realty in Wayzata. This will be his fifth year as an advisor.

Linda Hegland: Ms. Hegland is an agent with Coldwell Banker Burnet. She has been
an agent since 1984. She has been a resident of Minnetonka for over three years. This
will be Ms. Hegland's first year as an advisor.

Gregg Roeglin: Mr. Roeglin is an agent with Edina Realty. He has been a realtor since
1979. He has been a resident of Minnetonka since 1994. This will be Mr. Roeglin's
first year as an advisor.

2010 Assessment Review

As outlined in Minnetonka’s 2010 Assessment Report, the 2010 assessment maintained
an already highly-rated coefficient of dispersion, which measures the equity of the .
assessment. For 2010, the coefficient for residential properties is 4.1. This continues a
trend that has steadily improved from a coefficient of 7.4 in 1993. For further
information refer to the 2010 Assessment Report which is posted on the city’s website.
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Since the 2010 Notices of Valuation and Classification were mailed for the 18,800
properties in the city, the assessing staff has responded to 250 calls and inquiries about
market values, and conducted 150 formal reviews. Of those formal reviews, values for
120 were changed, and the remainder was not.

The maijority of the calls and inquiries staff received during the review period centered
on the concept that there had been a continued decline in 2009 in the residential real
estate market. Staff had measured this decline in all areas of the residential market and
had made adjustments to reflect those statistics in each market segment prior to malllng
the Notices of Valuation and Classification.

There are still two distinct areas in today’s real estate market, and they are segmented
between lender-mediated sales and traditional sales. Media coverage typically includes
the lender-mediated sales in their statistical analysis which can be misleading to
property owners because they include the homes in foreclosure or threatened with
foreclosure. These properties may have been severely discounted and are not
representative of a typical arms- -length transaction as is required for a taxable market
value assessment.

This is a difficult requirement for most property owners to understand or accept, and
staff spent significant time during the review period explaining these market segments
and rule to property owners.

Numerous calls were from homeowners who had recently received a private appraisal
for refinancing purposes, many of which were lower than the value for the 2010
assessment. A large number of these private appraisals used foreclosure sales.
Appraisal standards as well as lending have tightened, and it is more difficult to obtain
financing than it was in the past. Staff reviewed these appraisals when submitted,
completed their own additional review and analysis of the 2010 assessed value, and
made changes when deemed appropriate.

It is also important to note that several calls received were from owners who did not
believe the value of their home had dropped as dramatically as was calculated. Staff
reviewed these and after discussions increased the value if it was warranted.

Property Tax Issues

By law, the purpose of the Local Board is to determine an accurate market value for
property where an appeal has been filed. However, property owners’ concerns about
property taxes are not germane to the market value review and the decision that must
be made by the board. '
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Please contact the city mahager if you have any questions about the information
or procedures relating to the Local Board of Appeal and Equalization meeting.

Recommendation
Refer the appeals to the advisors.
Submitted through:

John Gunyou, City Manager

Merrill King, Finance Director

Originated by:
Rebecca Malmquist, CAE, City Assessor



Memorandum

To: City Council
From:  Loren Gordon, AICP, City Planner
Date: April 5, 2010

Subject: Change Memo for the April 5, 2010 City Council Agenda

13B — United Health Group, Phase II, 9703 Data Parkpri\/e

Attached are comments from Comcast Cable, Qwest Corp., and CenterPoint Energy
regarding the Vacation of Easements for United Health Group.



nnetonka
- Where quallly Is our nature
Please respond to:
Loren Gordon, AICP, City Planner,
Clty of Minnetonka, by March 29, 2009.

Igordon@eminnetonka.com
-or (952) 939-8296

City of Minnetonka Legal Notice
Notice of Public Hearing

Description: See Attached Description
Date/Time of Meeting: ~ Monday, April 5, 2010 6:30 p.m.

-‘Location: Minnetonka City Council chambefs, 14600 Minnetonka Blvd,
C Minnetonka, Minnesota

Notes: } The meeting date is subject to change, and the item may be
continued. Interested parties should contact the city planner
at (952) 939-8296.

" Signed: David Maeda, City. Clerk

" Agency: _(omcact Coble - Date:
_X Has no concerns regarding this vacation of easements.
__Has the following concerns regarding this vacation of easements:
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Please respond to:
Loren Gordon, AICP, City Planner,
City of Minnetonka, by March 29, 2009.

Igordon@eminnetonka.com
or {852) 939-8296

City of Minnetonka Legal Notice
Notice of Public Hearing

Description: See Attached Description

Date/Time of Meeting: ~ Monday, April 5, 2010 6:30 p.m.

Location: Minnetonka City Council chambers, 14600 anetonka Bivd,
anetonka Minnesota .

Notes: ' The meeting date is subject to change,' and the item may be
continued. Interested parties should contact the city planner
at (952) 938-8296.

Signed: David Maeda, City Clerk

Agency: @z/ﬁ?’ @ZP Date: 5 -2 —2

Has no concerns regarding this vacation of easements.
_X Has the followmg concerns regarding this vacation of easements;
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: CITY OF Mliviac tunda

: March 30, 2010
Loren Gordon

AICP, City Planner

City of Minnetonka ¢
14600 Minnetonka Boulevard
Minnetonka, MN. 55345

~ RE: Proposed vacation of Data Park Drive

With reference to the proposed street vacation mentioned above, CenterPoint Energy
does have an existing natural gas main in that portion of Data Park Drive (formerly
known as Circle Court) proposed to be vacated.

Since this gas main is currently in use in this area we must object to this propose'd'
vacation unless suitable easement rights are reserved to CenterPoint Energy, pursuant
1o MnSta 160.29 & MnRule 7819 3200.

Please reserve an easement to CenterPoint Energy, created by and within the document
establishing . the street vacation and filed with the Hennepin County Recorders office,
over the followmg area of the proposed street vacation: '

- The wes‘r_G? .fe'e.t._o"f that part of Data Park Drive proposed to be vacated.®

We may conisider removing our objection should the petitioner wish to reimburse
CenterPoint Energy the cost of relocating the existing gas main. Please inform the
petitioner to contact Andrew Balgobin, Administrative Engineer, at 612-321-5426 to
discuss this and any other options that may be available.

CenterPoint Energy has no objection to the vacation of the utlllty easements in Lots 1
and 2. Thank you for the advance notlce and please send me a copy of the "final
action™ on this proposai.

Respectfully,
CENTERPOINT ENERGY

H b

Steven Von Bargen
Right-of-Way Administrator .. ..

- pg:. .. .Scott Lehner, Area Manger . ... . . . ..
. Jessicd Miller; Superv1sor LT o
Andrew Balgobin, Admlmstratrve Engmeer ‘
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Please respond to:

Loren Gordon, AICP, City Planner,
City of Minnetonka, by March 29, 2008.
Igordon@eminnetonka.com
or (952) 939-8296

City of Minnetonka Legal Notice
Notice of Publiq Hearing

o Yl
Description: - See Attached Description W Poreic

Date/Time of Meeting:  Monday, April 5, 2010 6:30 p:m.

Location:. Minnetonka City Council chambers, 14600 Minnetonka Bivd,
Minnetonka, Minnesota

Notes: The mesting date is subject to change, and the item may be
continued. Interested parties should contact the city planner
at (952) 939-8296.

" Signedé David Maeda, City Clerk

Agency: /ﬂw’f'éﬂ R.ar Eugn/y Date: F3fo-Z10

__Has no concerns regarding this’vacation of easements. '

#Has the following gongerns Mng this vacation of easements:
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. Please respond to:

Loren Gordon, AICP, City Planner,
City of Minnetonka, by March 29, 2009.
Igordon@eminnetonka.com
or (952) 939-8296

City of Minnetonka Legal Notice
Notice of Public Hearing

| U Rl @“"e‘”w}%

Description: , See Attached Description
Date/Time of Meeting: ~ Monday, April 5, 2010 6:30 p.m.

Location: Minnetonka City Council chambers, 14600 Minnetonka Blvd,
: Minnetonka, Minnesota ‘ '

Notes: ' The meeting date is subject to change, and the item may be.
' continued. Interested parties should contact the city planner
at (952) 939-8296.

Signed: David Maeda, City Clerk

Agency: . /&Jr@_ﬁ Pu—- i ém?wqx/ Date: z 7&‘ . Erf
Has no concerns regarding this vacation of easements. 76 7
__Has the following concerns regardmg this vacatlon of easements:

{7/12:1/[%&/
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Memorandum
TO: EDA Commissioners
FROM: Julie Wischnack, AICP, Community Development Director

Elise Durbin, AICP, Community Development Supervisor
DATE: April 5, 2010

SUBJECT: Chahge memo for April 5 EDA meeting

T S —

Item 5D. Affordable Housing Indexing System

Last May the EDA discussed the affordable housing indexing system as it related
to one unit (May 11, 2009 EDA minutes are attached). In discussion with an
EDA Commissioner this morning they suggested, based upon last year's EDA
review of this item, that the EDA consider the following:

For all units currently under the affordable housing indexing system as of April 5,
2010, the maximum resale price will be calculated on an annual basis, per the
restrictive covenants filed against the property. During years where the annually
calculated resale price of the unit falls below the purchase price the current
homeowner bought the unit for, then the purchase price will be used as the
maximum resale price.



MINNETONKA ECONOMIC DEVELOPMENT AUTHORITY
MEETING MINUTES

MAY 11, 2009
5:00 P.M.

CALL TO ORDER
EDA President Peter St. Peter called the meeting to order at 5:00 p.m.
ROLL CALL

EDA commissioners presen{: Peter St. Peter, Tony Wagner, Brad
Wiersum, and Bill Yaeger. Ellen Cousins, Dan Duffy, and Bunny Robinson
were absent. ‘ ~

Staff present: Julie Wischnack and Elise Durbin.
BUSINESS ITEMS
AFFORDABLE HOUSING INDEXING SYSTEM
Ellen Cousins and Dan Duffy joined the meeting.
.Durbin gave the staff report.

Wiersum asked if foreclosed properties are included in calculating the
average annual sales price. Durbin believed the average sale prices for
houses in the metropolitan area do include prices paid for foreclosed
homes. St. Peter understood that foreclosed homes are included.

Yaeger confirmed with Durbin that the recommendation is to continue the
system as it currently exists. The report provided clarification.

Wagner reviewed how the 2009 resale price is calculated. Durbin stated
that the maximum sales price decreased to approximately $145,000. The
maximum resale price for units at the Gables of West Ridge is significantly
higher than the market value of those units.

Duffy asked happens to developments where the 50 percent indexing is
used. Durbin explained that the maximum sales price is below the initial
sales price. Assessing records indicate the market value is lower than the
initial sales price as well.
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Wagner questioned if 50 percent would be applied to an increase, then
would 50 percent be applied to the decrease. Durbin answered yes.

Wagner asked when the figures would be released and how they could
affect sales in process. Durbin acknowledged the time frame is typically
between February and March. Calculations are done by the city and the
figures are released right away. If a property is already listed, then the
listed price is allowed to continue.

The public hearing was opened.

Brad Olson, 12851 Burwell Drive, is the listing agent for 9967 Enclave
Drive. The formula creates a hardship for the seller. The 2008 value was
between $170,000 and $171,000, with the commission built in. The 2009
value dropped to $145,000. Permission was given to continue with the
2008 price. The seller had refinanced the property at $160,000, and the
2009 price was going to create a hardship for him. The property was put
on the market recently, and sold right away. The buyer got a great
bargain, but, the new property owner would have a $25,000 drop in
maximum resale price if they wanted to sell it this year or next year. His
solution is for the new price to be the price paid for the unit or the ,
recalculated value if it is higher. That is the only change he wants done to
the language of the restrictive covenants. In this situation, he would want it
to say that when the buyers sell the property, that the maximum sales

_price could be at least as high as the purchase price, if not higher. So the
purchaser would not be faced with a potentially drastic loss on property
that is intended to be affordable.

St. Peter asked how that would be different from his purchasing a
residence at fair market value. Mr. Olson responded the property is
artificially low. The property is worth between $200,000 and $225,000, as
is supported by all of the interest and quick sale.

Wiersum asked if a buyer would have been found if the interested buyers
were given the option of purchasing the residence for less than it is worth
with the condition that if the buyer sold the property within the next year,
money would be lost in the transaction because of the formula. Mr. Olson
was unsure. Wiersum said he wants to make residences affordable, but
not make owners immune to market risk. Wiersum understood Mr. Olson’s
perspectlve but purchasmg a residence for $171,000 that is worth
$210,000 is coming out ahead to begin with. Usually reselling a house
within a year would cause the seller to lose money because of real estate
commission and other fees. Affordable housing’s goal is not to make
property owners immune from market risk, but rather an attempt to get
people who might not otherwise be able to afford to live in the community
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to live in the community. He said there are good points to be made on
both sides. '

Mr. Olson did not know what lender would finance such a formula.
Wiersum asked what the typical finance proportion for one of the typical,
affordable houses is usually. Mr. Olson estimated three percent down. Mr.
Olson appreciated Wiersum’s comments. The formula forces a loss and
he did not think that is its intent. It was created for an appreciating market,
not a drastic change like this.

Brian Jones, Eden Prairie, stated that he is the potential. He wanted to
ensure that he could purchase the residence at $171,000 and not lose
$25,000 just by taking ownership. He understands that he may incur loss if
the market declines further in a year or two. The formula works in an
increasing market, but it is tough to take a loss when purchasing a house. -
He is planning on living there many years.

Jeff Dickhut, father of the seller, 4901 Woodhill Road, stated that the
market has changed. The start price was set to be affordable. With the
market the way it is, more and more houses are affordable. The formula
does not take into account the original price and what the value of the
house could be if there is interest in the residence.

St. Peter clarified thaf the original sales price is not artificially set. The city |
buys the price down utilizing city funds so there is a conscious choice as
to where the price is set. '

The public hearing was closed. -

Wagner said that resale covenants have been used to protect affordability.
The 50 percent cap was implemented when the townhome he was living in
went from being valued at $110,000 to $220,000 and no longer was
affordable. He is concerned with being too restrictive to the market. He
advocates for staff's recommendation with a caveat to allow a floor that
stipulates if it was purchased at a certain price, it could be resold for no
more than that price, but the calculation would still be done. For example,
if it was bought today at $100,000 and the market value said it should
have sold for $75,000 and five years later it is sold for $105,000. He
advocates for a floor so that the buyer does not have to take a loss on the
property, but that the percentage is still calculated through the entire time
the owner owned the home. He has a tough time with forcing a
homeowner to take a loss just to get the affordable property.

Wiersum said he wants a solution to modify the negative impact to the
seller. He did not want to see a young couple buy a home to live in
Minnetonka and, due to a change in circumstance, take a $25,000 loss.
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He had a problem with affordable houses that, if a loan is not approved
based on the covenants in place, is no longer an affordable house, but at
the same time, to guarantee a floor does not feel right either. He could see
modified floor, with some amount of risk. Modifying the amount of risk and
indexing it over 1, 2, or 3 years so that at the end of 3 years the house
could be sold at market price. Some floor during the first 2 years seems
reasonable. He did not believe the EDA should require the city to take the
risk when the buyer takes no risk. He wanted to be balanced in the
approach and considerate of the issue that could be created. -

Wagner used the term “floor” to mean that the homeowner would still have
to sell the property at what the market would dictate. If the house is worth
$200,000, purchased for $170,000, and tomorrow its value decreases to
$144,000, then the homeowner should be allowed to sell the property for
$170,000. '

St. Peter noted that a lender will take the formula into consideration when
determining the amount that the property is worth for lending purposes.
That may need to be shared between the buyer and the seller because if
you cannot close on a loan, you cannot close on the transaction. He
suggested that the market does still govern what will happen and the
availability of financing will determine the true fair market value of the
property given the covenants of record. ‘

Duffy felt the covenants should be in the disclosure forms. Everyone
looking at presenting an offer should be made aware of them. He was
concerned with setting a price and a minimum in a particular case
because that might set a precedent that might warrant other problems
later. ' »

Wagner favored more discussion. Affordable housing has been defined as
$233,000. The goal is to keep housing affordable to maintain a diverse
population. It is ludicrous to set a purchaser up to take a $25,000 loss.
Calculating the intent of resale covenants over the life of the property does
make sense. He does not support staff's recommendation.

Wiersum understands the stickiness of the situation. He sympathizes with
the particular situation. The policy needs to facilitate lending under the
rules for the target audience that the program is intended. If the system is
set up to prevent the buyer from securing a loan, the system does not
work. At the same time, if he was buying a house and there is a likelihood
he would be moving in a year, he should not have purchased the house.
Even in a good market, with real estate commissions, he should not have
purchased the house if moving within one year. He did not want to solve a
problem for a situation when, in reality, they should not be buying a house.
Wiersum said he would rather solve a problem for a scenario where a
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buyer stays in a house for five years or more. Protections need to be in
place to allow them to receive financing. All of the market risk cannot be
taken out of the situation.

Wagner did not see the market risk being taken out of the situation for the
end user. The reality is that the sale price is limited because of historical
standards. If the market goes down and no one is willing to pay what the
seller is asking for, the market will still determine the price.

St. Peter said a lender simply looks at the inherent value or resale value of
the property to make the lending decision. Under the formula, if we do not
give an artificial increase waiving the application of the indexing policy to
the property to the lender now, the property is worth no more than
$144,000 unless it is agreed that the lender or buyers are allowed to
recover at the $171,000 value. The willing buyer and willing seller have
not finished the transaction because they do not have a lender willing to
lend at the agreed upon price. That frequently happens in the market
place. Parties can agree to a purchase agreement which is not bankable.

Yaeger understood that if the house would be put on the market again, the

_maximum that the seller could ask for would be $144,000. Durbin clarified
that if the current sale fell through, the house would be listed at $171,000.
The $144,000 would not come into play until the actual unit is sold and the
title is transferred. Yaeger asked if the house would be taken off the
market completely and put back on the market in October of this year,
then would it be listed at $171,000; or at what point in time would it be
listed at $144,000. Durbin explained that if the house woulid be taken off
the market for several months and then listed, it would be subject to the
2009 resale value of $144,000. Yaeger felt the market place should be
allowed to dictate in this circumstance. Assuming that the seller is selling
at $171,000 and no one can geét a loan for $171,000, the seller would have
to lower the price in order to get a loan to purchase the house. Durbin
agreed. She noted that the city has 129 resale restricted units, and she is
not aware there has ever been a problem getting a loan because of the |
covenants.

Yaeger stated that the seller is the one in this situation who is setting the
price and not willing to negotiate below the high price, but the property will
not be sold unless a buyer can get a loan for it. He did not see an issue.
The market will make the purchase happen just as it should. The loan will
fall through because it is not going to happen and then the price of the
house will have to come down to a point where enough of a loan will be
approved for a buyer to purchase it.

Duffy noted the disclosure forms have to indicate the covenants to any
potential buyers. He asked at what point is the new index given to the
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seller. Durbin explained that the new prices are sent out n March or April
to set the price whether the residence is on the market or not. If the
residence is on the market, it can be left at the listed price or increased.’
The maximum resale price would be effective immediately. The 2009 price
would be effective until March or April of 2010. Duffy confirmed with
Durbin that by March of 2009, the $144,000 price would have to be
included in the disclosure forms to potential buyers. Durbin agreed that the
disclosure forms should mention that the covenants are in place and that
the maximum resale prices are set. The 2009 numbers have not gone out
because the issue was brought up prior to those numbers being sent out;
however, when the new resale numbers come out, they will be included in
the disclosure packet.

Wiersum said the indexing system is in place to maintain affordability. It is
designed for an increase in the market; so that the increase in value does
not outpace the affordability. The homeowner may benefit from the
appreciation of their homes, but, at the same time, not eliminate the
affordability. The system is tied to the market and that is appropriate. The
banker wants to make sure that the property is worth more than the
money being lent to pay for it. The buyer’s credit worthiness and the
market value are factors. If a home would be foreclosed upon, the bank
would consider if affordability rules would constrain the foreclosure.

Wiersum said it is anticipated that housing values will stabilize and go up
at a modest rate. If the market increased 5 percent each year, the
difference between $144,000 and $171,000 would increase at $7,200 a
year and make up the $27,000 difference in 4 years or 5 years. That is a
fairly lengthy time frame for a starter house. He struggled with finding the
right answer. He does not want to be driven by one example. The price -
needs to be tied to the market and affordability needs to be protected. He
believes buyers should not have to have to buy an affordable house and
after a certain amount of time still lose money on it; however, he does not
want to eliminate all risk. That is not the purpose of affordable housing.

Cousins acknowledged that this situation could happen to anyone in the
affordable housing market. St. Peter agreed. Cousins considered if four
other owners want to move out of their affordable residences this year,
they would have a potential loss. St. Peter clarified that the loss would be
against the potential maximum sales price in 2008. In this transaction, the
seller was allowed to list at that value. St. Peter argued that that does not
necessarily mean that is what the fair market value is. The lender will take
into account the restrictions that occur after closing. It is the problem that
occurs in any transaction near an anniversary date. The EDA and the city
council may reaffirm its policy and fully disclose the terms with all of the
parties. St. Peter said the house is only worth what the bank is willing to
lend. If the bank is not willing to lend more than $144,000 and he was
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mediating between the parties, he would suggest that the value is $13,500
more than the $144,000; the seller carry back some financing; or the
buyer come up with additional funds. Just because there is an artificial
maximum allowable sales price that the city allows it to be listed at, does
not mean the city will guarantee that price at closing or that a bank will
lend on that price. The willing buyer and willing seller give the market
value of a property, not the indexed value.

Wagner disagreed. This situation has a willing buyer and a willing seller.
Before the EDA is a policy question. The policy covers resale covenants
tied to increases. It needs to be determined if “increases” will remain to
mean increases only or if “increases” will be applied to increases and
decreases. St. Peter was a part of the commission for the creation of three
indexes. The first two discussed the positive/negative aspect. It was
agreed that it would be a long-term average, regardless of what
happened. He did not think it was included in the policy statement, but that
is where the average came from.

Wagner said from a policy decision stand point, he agreed with the long-
term aspect of averaging, but disagreed fundamentally with requiring
buyers to take a loss immediately because of the formula. The EDA’s goal
is to maintain affordability. It can be $171,000 until the market value
catches up to it, but the average increase or decrease over time would
meet the intent of the goal which is to have affordable housing. St. Peter
asked how a lender would be convinced to lend more than $144,000 this
year. Wagner said because it would be defined as a policy decision to say
that the increase or decrease would be defined. St. Peter asked if the city
would guarantee the lender the recovery.

Wagner moved to continue implementation of the system with the
following change: “Continue the maximum resale price to include
increases and decreases with a stipulation that an owner buying a
property under the resale covenants may sell it reqardless of the
calculation of the increases or decreases for what they have paid. It is not
guaranteed that if someone is willing to buy it for that price that they are
able to do that.” There was no second. Motion failed.

Yaeger moved to continue implementation of the system as it currently
exists. There was no second. Motion failed.

Duffy moved, Wiersum seconded a motion to implement the system with
indexing at a 50 percent increase or decrease for the current transaction
only. It is conditioned on the acceptance of the buver, seller, and
developer. Duffy and Wiersum voted yes. Cousins, Wagner, Yaeger, and
St. Peter voted no. Robinson was absent. Motion failed.
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Durbin clarified the 50 percent would be applied to increases as well as
decreases for the property. It currently increases at 100 percent of the
rate. St. Peter said that would be the compromise that the 50 percent
would be applied to both.

Wiersum asked if it would be appropriate to table the item until the next
meeting. Wagner clarified that the buyer is scheduled to close on the
property this week. Wiersum asked the buyer if financing has been
obtained for $171,000. The buyer responded that the bank has approved
a loan contingent on the buyer being able to sell the house for $171,000; if
the wording, dealing with a maximum increase, stays as it is, then the loan
is approved.

Wagner says he feels that he has not articulated the situation
appropriately enough. If he was the owner of the property, and every
buyer has the same issue with the resale covenant, he would not sell his
property. He would rent it out and it would not allow for turnover which is
needed in Minnetonka. The original policy did not take into account 15
percent decreases each year. A 100 percent increase in 5 years was not
expected either, which is what happened at the Gables of West Ridge.

Wiersum did not disagree with Wagner's point. A 15-percent decline is
significant. Foreclosures are included in the figure which makes it
somewhat of an artificial number. Assessed values in Minnetonka went
down three or four percent, which is much more reasonable. Because the
figure includes foreclosed properties, which sometimes sell at 30 percent
to 50 percent off past value, it is an overly onerous policy. The current
buyers want to close on the house. The city is not guaranteeing that the
house could be sold at $171,000 in the future. The market is not being
taken out of the equation, but is creating an affordable ceiling. He could
see how that could be a disincentive to a lender. It is a complex issue, but
he now supports Wagner’s proposal. It is not a perfect answer, but a
better answer would be that decreases should count, but they should not
include foreclosed houses. He can live with Wagner’s motion for this
particular case. The issue can be discussed again later.

Yaeger felt one issue not discussed is the price of the house is set too
high. The house does not need to sell for $171,000. If a loan cannot be
secured at that price, then the house price needs to be negotiated lower.
By doing what is suggested here, the high sale price is being guaranteed.

Wagner tried to clarify that owners of covenant-restricted houses in
Minnetonka are facing a definition change. Any bank would have loaned
$171,000 for the property today. It is the fact that the resale covenant
restricts the sale price the day after closing to $144,000 that is preventing
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approval of the loan. Yaeger saw that as an element of the fair market
value. Wagner disagreed.

Cousins asked if there is a way to allow the buyer to be able to sell the
residence for up to $171,000 in 6 months. Wagner said that was his
motion. Cousins now understood that Wagner’'s motion would allow resale
up to the purchase price, but not guarantee that price. Wagner explained
that the first year the buyer could sell it for up to the purchase price, year 2
up to $150,000, year 3 up to $160,000. By year 5, if the value got up to
$180,000 and the math would still work and it could sell for $180,000, but
not until the math caught up.

Duffy was ready to make an exception for the property. There needs to be
more discussion on the issue. The 50 percent indexing in 2004 made
sense and still does. He questioned how many buyers would be lined up
to purchase the property if they knew the covenants.

Duffy moved, Wagner seconded a motion to apply affordable housing

. covenants, but allow 9967 Enclave Drive to be sold at an amount up fo the
purchase price. Cousins, Duffy, Wiersum, and Wagner voted ves. Yaeger
and St. Peter voted no. Robinson was absent. Motion passed.

Wagner requested staff’s policy recommendation include increase and
decrease percentages for the next discussion of the issue.

Durbin will be following up with City Attorney Desyl Peterson for
documents related to 9967 Enclave Drive.

4. TIF REPORT FOLLOW UP AND TIF/TAX ABATEMENT POLICY
Wischnack gave the staff report.

Wiersum moved, Cousins seconded a motion to amend the TIF plan for
the Beacon Hill district to include using those dollars for support of
affordability for housing in the Glen Lake project area. Cousins, Duffy,
Wiersum, Waaner, Yaeqger, and St. Peter voted yes. Robinson was
absent. Motion passed.

Wagner asked if the funds expire at a certain point. Wischnack explained
that the TIF plan must be amended by next month to use the funds for
another purpose. If they expire August 1, 2009, the funds cannot be used.
Wagner asked if it could be said that the funds will be used “for a project
to be determined.” Wischnack thought for a project located in the “project
area” would be sufficient.



