AGENDA
MINNETONKA ECONOMIC DEVELOPMENT AUTHORITY

Tuesday, October 18, 2005
6:00 p.m.

Boards and Commissions Room
Minnetonka City Hall, Lower Level

. Call to Order.

. Roll Call: Dan Duffy Al Thomas
Dave Larson Tony Wagner
Bunny Robinson  Bob Walker
Peter St. Peter

. Approve Minutes of September 20, 2005 EDA Meeting.

BUSINESS ITEMS

. Resolution to approve a Letter of Intent between the EDA and Glen Lake
Redevelopment, LLC.

Action recommended is to approve the resolution.

. Staff Report.

. Other Business.
e The next regular EDA meeting is Tuesday, November 15, 2005.

e A special EDA meeting is scheduled for Tuesday , December 6, 2005.

. Adjourn.

*The mission of the Economic Development Authority is to
advise the City Council on matters related to affordable housing,
redevelopment and economic development.*



Unapproved
MINNETONKA ECONOMIC DEVELOPMENT AUTHORITY
MEETING MINUTES

Tuesday, September 20, 2005
6:00 p.m.

Boards and Commissions Room
Minnetonka City Hall, Lower Level

1. CALL TO ORDER.
EDA President Peter St. Peter called the meeting to order at 6:00 p.m.
2. ROLL CALL.

EDA Commissioners present: Dave Larson, Peter St. Peter, Al Thomas, Tony
Wagner, and Bob Walker.

EDA Commissioners absent: Dan Duffy and Bunny Robinson.
Staff present: Ron Rankin and Elise Souders.

Others present: Mike Suess and Dan Kelly.

3. APPROVE MINUTES OF JULY 12, 2005 EDA MEETING.

Larson moved, Walker seconded a motion to approve the July 12, 2005 EDA
meeting minutes. All voted yes. Motion passed.

BUSINESS ITEMS
7. STAFF REPORT (This item taken up out of sequence).

Souders reviewed the staff report items including: the annual transit
Memorandum of Understanding, 1-394/County Road 73 Park and Ride, updates
on The Sanctuary and Lakeside Estates, and upcoming meetings.

4. REVIEW WILLISTON ROAD SENIOR HOUSING RESTRICTIVE
COVENANTS.

Rankin reviewed the recommended approvals the EDA had given at its May 10
meeting. He said at that meeting, the EDA recommended 20 percent of the units
should be affordable, which is 15 units. Rankin said the EDA also requested
review of the restrictive covenants for the affordable units when they were
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completed. Souders reviewed the restrictive covenants and highlighted the main
points.

St. Peter asked if there is any protection in case the building is converted to
condominiums. Kelly replied there is no such protection in the restrictive
covenants, but believes a zoning change would be required if something like that
is to happen. Rankin said this has not been discussed. Kelly said he did not
think the affordable housing obligation would go away if there was a conversion.
St. Peter said the covenants are for rental units only. Kelly said a conversion
from rental to owner-occupied would be a breach in the covenants and the city
could possibly sue. He said he did not think anything else is needed, but is open
to adding additional language to make sure the city is protected, but he asked the
EDA to recommend contingent approval tonight.

Wagner asked if a tenant does not initially qualify, but qualifies later on if they
would be eligible for an affordable unit. Kelly said this could happen.

Wagner moved, Walker seconded a motion to recommend approval of the
Williston Road Senior Housing Restrictive Covenants subject to review by the
City Attorney with regard to issue of conversion to condominiums at a future time.

Thomas said he is not supportive and does not like the exception to the
occupancy requirement. He also reviewed highlights of a Maxfield study done on
senior housing and noted the already high vacancy rates in assisted living
facilities.

Walker said there needs to be a diversity of products on the market, and he said
he believes this will be successful if it hits the price points.

Wagner clarified that the EDA’s role on this item is to look only at the affordable
housing and the restrictive covenants. St. Peter said yes. Wagner said he has
some concerns with Sunrise Assisted Living coming on-line right now, as well as
the number of senior buildings that have gone up in the past few years; however,
the covenants are fine with him.

Larson said after looking at other senior housing buildings throughout the
metropolitan area that baby boomers are looking for larger units.

St. Peter said it is at the developer’s risk to build this type of housing with the
additional number of units coming online now. He said the generation ahead of
the baby boomers is also looking for larger units. St. Peter said he is most
concerned about this building being converted to owner-occupied and the
affordable units will be lost. He said he recommends this move forward and if
future developments similar to this come forward that the EDA take a closer look.
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Thomas said the Maxfield report says there are more affordable units and
assisted living units in the southwest metropolitan area than in other areas. He
said there is a seven percent vacancy rate in assisted living units.

St. Peter said there are other considerations, and Minnetonka has higher end
rental units, which tend to have higher vacancies. He said the lower interest
rates have also been a factor in the higher vacancy rates.

Larson, St. Peter, Walker and Wagner voted yes. Thomas voted no. Motion
passed.

Thomas requested the Maxfield report on senior housing be included in the
council packet when this item goes to City Council.

Wagner requested information on senior housing vacancy rates and trends in
these rates.

5. UPDATE ON SHADY OAK ROAD RECONSTRUCTION PROJECT.

Rankin gave a brief background on where the Shady Oak Road reconstruction
project is at and what the next steps are.

Wagner asked if the redevelopment portion will be individually done by each city.
Rankin said the intention is to approach the redevelopment jointly.

Thomas asked if it would be appropriate for the Minnetonka EDA to take the lead
on visions for the area. Rankin said staff will work to carry forth the next steps.
He said the land owners will also be involved. Thomas asked how the EDA will
be involved. Rankin said it will be similar to the way it was in the first process
where both the EDA and City Council will be involved.

Rankin said for the area north of the duck pond, the preference is to do buffering
rather than townhouses or other redevelopment. He said the focus will be on the
commercial area south of the duck pond and that Hopkins is interested in
continuing the housing over retail to this area.

Thomas said the EDA needs to be involved in the process.

Wagner said while the councils’ direction is to do buffering rather than
redevelopment for the area north of the duck pond, he would be interested in
hearing if something different came up in the process.

St. Peter said there will be similar concerns with the business tenants as there is
in Glen Lake. Thomas responded that the EDA should not be asked to
contribute money if they have no input.
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Rankin said the redevelopment planning process will happen concurrently with
the preliminary design. Thomas said the city should get involved as soon as
possible with the Minnetonka businesses. Rankin responded that many of the
property owners are interested in the redevelopment, but are unsure about how
the transition will take place.

Walker asked if there was any discussion on rezoning. Wagner said there has
not been much.

6. UPDATE ON GLEN LAKE REDEVELOPMENT PLANS.

Rankin provided an update on the most recent happenings in the Glen Lake
redevelopment proposal, including the grocery store remodel and addition,
purchase agreements the developer has, TIF district qualifications, and the
framework for the redevelopment.

Walker asked if there have been any reactions from the community. Rankin said
they have been positive and they like the grocery store. He said in the upcoming
weeks the developer will be having more informational meetings.

8. OTHER BUSINESS.

The next regular EDA meeting was announced at Tuesday, October 18.

9. ADJOURN.

Thomas moved, Larson seconded a motion to adjourn the meeting. All voted
yes. Motion passed. The meeting adjourned at 7:12 p.m.
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TO: EDA Commissioners

THROUGH: Ron Rankin, Community Development Director
FROM: Elise Souders, Community Development Coordinator
DATE: October 13, 2005

SUBJECT: Resolution to approve a Letter of Intent between the EDA and Glen
Lake Redevelopment, LLC.

Staff continues to meet with the developer on the Glen Lake redevelopment plans. In
addition to continuing to discuss and refine the plans, a master schedule has been
put together to lay out dates for EDA, Planning Commission, and City Council review
of the plans and establishment of the Glen Lake TIF district.

Since the developer has requested financial assistance and the redevelopment
contract terms continue to be negotiated, a Letter of Intent has been drafted by Steve
Bubul and Julie Eddington of Kennedy and Graven. The purpose of the Letter of
Intent is to establish responsibilities that the EDA and the developer are to take on
while the development plans and redevelopment contract are being reviewed.

The Letter of Intent is attached for your review. Highlights include:
e The EDA will initiate a process to set-up a renewal and renovation TIF
district and direct city staff and their consultants and determine the amount
of assistance needed for the project.

e The developer will work to enter into purchase agreements for the two
remaining properties left to be purchased in the redevelopment areas;
however, if the developer is unable to purchase these properties the EDA
will begin preparations to acquire the properties through eminent domain and
will use eminent domain if it sees fit.

e The city will apply for grants, and the EDA will enter into grant agreements if
the grants are awarded.

e The developer and EDA will negotiate towards a redevelopment contract.
e The developer will reimburse the EDA for all costs incurred after September
15, 2005 in connection to the review and analysis, as well as any eminent

domain costs.

Staff recommends the EDA adopt the enclosed resolution to approve a Letter of
Intent between the EDA and Glen Lake Redevelopment, LLC.



ECONOMIC DEVELOPMENT AUTHORITY AND FOR THE
CITY OF MINNETONKA

RESOLUTION NO. 2005-002

RESOLUTION APPROVING LETTER OF INTENT BETWEEN
THE ECONOMIC DEVELOPMENT AUTHORITY IN AND FOR
THE CITY OF MINNETONKA AND GLEN LAKE
REDEVELOPMENT, LLC.

WHEREAS, there has been presented before the Economic Development Authority in and
for the City of Minnetonka (the "Authority") a form of a Letter of Intent (the “Agreement”) between
the Authority and Glen Lake Redevelopment, LLC, a Minnesota limited liability company (the
“Redeveloper”), setting forth the parties' respective responsibilities in undertaking development of a
redevelopment project, including the construction of affordable owner-occupied housing, on
property located at the north and south of Excelsior Boulevard and west of Woodhill Road, and
property located between the commercial areas and Glen Lake in the City of Minnetonka,
Minnesota (the “City”); and

WHEREAS, the Authority has reviewed the Agreement and finds that the execution of the
same and the Authority's performance of its obligations thereunder are in the best interest of the City
and its residents.

NOW, THEREFORE, be it resolved by the Board of Commissioners of the Economic
Development Authority in and for the City of Minnetonka as follows:

1. The Agreement, as presented to the Authority is hereby in all respects approved,
subject to modifications that do not alter the substance of the transaction and that are approved by
the President and Executive Director; provided that execution of the Agreement by such officials
shall be conclusive evidence of approval.

2. The President and Executive Director are hereby authorized to execute the
Agreement on behalf of the Authority and to carry out, on behalf of the Authority the Authority's
obligations thereunder.

Approved by the Board of Commissioners of the Economic Development Authority in and
for of the City of Minnetonka this 18" day of October, 2005.

President
Attest:

Secretary

MN140-141(JAE)
269492v.1



LETTER OF INTENT
BETWEEN

THE ECONOMIC DEVELOPMENT AUTHORITY IN AND FOR
THE CITY OF MINNETONKA

AND
GLEN LAKE REDEVELOPMENT, LLC

The Economic Development Authority in and for the City of Minnetonka is a political
subdivision organized and existing under the laws of the State of Minnesota with offices at
14600 Minnetonka Boulevard, Minnetonka, Minnesota (the “Authority”’), and Glen Lake
Redevelopment, LLC is a limited liability company organized under the laws of Minnesota
with offices at 28120 Boulder Bridge Drive, Excelsior, Minnesota 55331 (the "Developer").

The Developer has requested that the Authority provide certain assistance in connection
with development of the properties located at the north and south of Excelsior Boulevard
and west of Woodhill Road, and residential property located between the commercial
areas and Glen Lake (a site map of such properties is attached hereto as Exhibit A) (the
“Property”) in the City, and, to that end, has submitted to the Authority a TIF Proposal
explaining the need for various forms of assistance to develop the Property. The proposed
development consists of: approximately 180 condominium housing units, including 20%
affordable units; approximately 26,000 square feet of new commercial and 25,000 square
feet of renovated commercial space; underground parking; and infrastructure
improvements, including installation of a signal light at the intersection of Excelsior
Boulevard and Woodhill Road (the “Development”). The parties have determined to
negotiate in good faith toward a definitive development contract (“‘Contract”) regarding the
Development.

The parties desire to enter into this Letter of Intent setting forth their respective
responsibilities during the period while the Authority considers Developer’s request.

NOW THEREFORE the Authority and Developer hereby mutually agree as follows:

1. The Authority will promptly initiate the process to establish a renewal and
renovation tax increment financing district, which will include the Property.

2. The Authority will direct its staff and legal and financial consultants to
review and analyze the Development and help determine the final terms of
tax increment assistance required for the Development.

3. In order to secure access to the Property but in expectation of the various
forms of assistance described in this letter, the Developer has entered into
purchase agreements with all but two of the respective owners of the



Property. The Developer will make a diligent effort to obtain the consent
of the remaining two owners of the Property to purchase their property.
Once the Developer has made arrangements to purchase the Property, the
Developer will promptly acquire title to the Property directly from the
various Property owners. The Developer acknowledges that it will be
obligated to pay all relocation benefits to sellers of parcels located within
the Property pursuant to Minnesota Statutes, Section 117.52, as amended.

If the Developer is unable, after diligent effort, to purchase the remaining
two parcels within the Property, the Authority will begin the preparations
necessary to exercise its power to acquire the two parcels through eminent
domain. The Authority’s use of its power of eminent domain will be
exercised at the discretion of the Board of Commissioners of the Authority
and only if it finds the exercise of such power to be reasonable. The
Developer acknowledges it must reimburse the Authority for all costs and
expenses related to the exercise of its power of eminent domain pursuant
to Section 8 hereof.

If its applications are approved, the Authority will enter into grant
agreements with Hennepin County (the “Grants”), providing for grants to
the Authority in the amounts described in the TIF Proposal for various
street improvements and/or for environmental improvements on the
Property.

The Authority and Developer will negotiate towards a definitive Contract
providing generally for (a) tax increment assistance in an amount determined
by the Authority as necessary to make the Development feasible; (b)
disbursement of proceeds of the Grants to Developer for street improvements
and/or environmental improvements in accordance with the grant
agreements; and (3) timely construction of the Development by Developer.

The Developer will cooperate with the Authority’s review and analysis, and
provide to the Authority all documents and information requested by the
Authority in connection with that effort.

The Developer will reimburse the Authority for all out-of-pocket costs
incurred by the Authority in connection with review and analysis of the
Development and any costs related to the Authority’s exercise of its eminent
domain powers incurred by the Authority on or after September 15, 2005.
Such costs include fees paid to attorneys, the Authority’s financial advisor,
relocation advisor and any planning and engineering consultants retained by
the Authority in connection with review of the Development, costs to
acquire parcels or terminate any leases, including all carrying costs on
such parcels, and all condemnation costs, including legal, appraisal, court
costs, quick take deposit and final payments, and relocation expenses. The
Developer must pay such costs to the Authority within 10 days after receipt



10.

11.

of a written invoice from the Authority describing the amount and nature of
the costs to be reimbursed. The Authority’s budget for projected out-of-
pocket costs to be incurred in connection with review and analysis of the
Development and any costs related to the Authority’s exercise of its eminent
domain powers is attached hereto as Exhibit B.

The parties agree and understand that the Authority’s agreement to provide
tax increment assistance and proceeds of the Grants for the Development
will be subject to (a) the Authority’s ability to meet all the requirements of
Minnesota Statutes, Sections 469.174 to 469.1799, as amended, with respect
to the Development; (b) the Authority’s and Developer’s ability to meet all
the requirements of the Grants under the grant agreements; and (c)
negotiation and execution of a definitive Contract regarding the
Development which, when executed, will supersede all obligations of the
parties hereunder. Nothing in this Letter of Intent obligates the Authority to
approve the Development or any Developer request for assistance, and any
definitive contract is subject to approval by the Board of Commissioners of
the Authority and the City Council of the City of Minnetonka.

Either party may at any time terminate this Letter of Intent with 10 day’s
written notice to the other. Upon such termination, neither party shall have
any further obligations to the other under this Letter of Intent, except that the
Developer remains obligated to pay any costs payable under Section 8§ that
were incurred by the Authority before the effective date of termination.

This Letter of Intent automatically terminates if the Authority has not
approved a Contract for the Development by January 31, 2006. Upon such
termination, the Developer remains obligated to pay any costs payable under
Section 8 that were incurred by the Authority before such date.

(Remainder of this page intentionally left blank.)



By the signatures below Developer and the Authority mutually agree to the terms

and conditions identified herein this day of October, 2005.

GLEN LAKE REDEVELOPMENT, LLC CITY OF MINNETONKA
By:

Its Its Mayor

Its Authority Administrator

S-1
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Site Map of Property
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Financial consultation
Legal services
TIF gualification testing

Traffic studies®
Property valuation
Relocation consultation

Condemnation |:n=:ti1:ii::n:3

TOTAL

EXHIBIT B

Authority’s Budget for Projected Costs

City of Minnetonka

Glen Lake Redevelopment
ESTIMATED TIF PROJECT ADMINISTRATIVE COSTS TO DEVELOPER

Provider

Ehlers & Associates, Inc.

Kennedy & Graven

LHB Architects

WSB
Jason Messner
Conworth, Inc.

Kennedy & Graven

Jason Messner

Cosfs

before
9/15/05

$9,838
1,000
0

3,225
0
720

0
0

$14,783

Costs after
9/15/05"

$25,000
30,000
12,250

13,225
11,000
79,500

2,000
7,500

$180,475

Total
Estimated
Costs

$34,838
31,000
12,250

16,450
11,000
80,220

2,000
7,500

$195,258

' All amounts are gross preliminary estimates except LHB, which is a "not to exceed" contract
amount, and Jason Messner, which is specified by contract.

2 Amount reflects 50:50 shared costs with City for preliminary work begun prior to September.

* Costs for services related to condemnation proceedings after filing petitions are excluded.

MN140-141(JAE)
267515v.4
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CROWN RIDGE ADVANTAGE CENTER
October 12, 2005

SPRING/SUMMER Accomplishments

ECFE - very successful program for 4 weeks in May. 12-20 parents and children participated
each session.

In May, hired Cammi Taliaferro, a 20 hr/week Program Assistant working at Crown
RidgeThursday and Friday evenings and Saturday afternoons.

Partnered with NCCC/Americorp program to provide a staff person 4 days a week forss
weeks during the summer

Crown Ridge youth participated in Park & Rec. activities at Oberlin Park Mon & Wed.
NCCC staff attended program with kids.

Renewed interest in Resident Association. May, June and July had 5 or more residents
attending each meeting.

First Book distribution, May 2005. Each child under age 8 received 2-3 books for their own
library.

National Night Out Celebration. August 27! was a very successful night — over 50 resident
participated in an evening with food, games and conversations with their neighbors.
Minnetonka Fire Department, Minnetonka Police and Minnetonka Public Works visited the
event.

FALL Youth Programs

Study Buddies kick-off party was October 4th. We have 9 pairs, and are still looking for 2
more volunteers. The program is held at Oak Knoll church on Tuesday afternoons and is
staffed by Stacey.

Campfire Youth Club has started for the fall. The program is held in Apt 107 on Friday
afternoons and is staffed by Cammi and Vonyee (Camp Fire staff)

Homework Center has also started on Thursday afternoons from 4:30-6:00. Youth 1%t grade
and up come to Apt 107 and the Advantage Center for help on homework, to use the
computer lab, and work on academic goals. Cammi and two volunteers staff the program.

ECFE for parents and kids started September 29t%. Apt 107 is set up with several stations for
kids 0-5 to play with age appropriate toys. An EFCE teacher, assistant and Stacey staff that
room. Kathryn Moore leads a parent discussion in the Advantage Center. 17 parents and
kids attended the first 2 weeks.

Sierra Club/Inner-City Outings fieldtrips. Crown Ridge has partnered with this
organization to provide monthly fieldtrips for kids to experience the outdoors. The first
fieldtrip will be October 29th.

Ridgedale Library - staff will be visiting Crown Ridge during Homework Center November
8 to demonstrate the online library resources.

Two Crown Ridge youth receive a full scholarship to the pre-school program at Oak Knoll.
Snacks are served at each youth program through Second Harvest Foodbank

Reading is Fundamental book giveaway program is scheduled for October. 3 books/ year



HWR Tracking Chart

Ownership Pool

Property # Details Comments
Land Parcels owned 25 20 Minnetonka
2 Richfield
1 New Hope
1 Wayzata
1 Eden Prairie
Leaseholders 23 Homeowners
Property Pool
Property # Details
12808 Linde Lane, Candidate approved, execute PA Closing scheduled for October 18,
Minnetonka 1 September 14, 2005. 2005
Purchase Agreement 9/3/05 Housing
Inspections completed, negotiated and Purchased property on September
16213 Tonkaway released contingencies, Sale price 23, 2005. Began marketing and will
Road 1 $226,000 commence rehab in mid October
Prospective/Pending Properties Pool
Prospective Property # Details
Units to be built in 2005 or 2006.
Developer waiting for buyers to sell
their homes in order to begin
Minnetonka - funding construction on remaining units,
available 2 Sanctuary - Townhomes which house the affordable units.
Minnetonka - funding Development/Design stage, No
available 2 Meadowwoods - Townhomes further update




Minnetonka - funding
available

Lakeside Estates - Townhomes

Waiting to meet with Developer to
determine timeline.

Wayzata - funding
available

Buyers Initiated Program

Mike & Vicki meet with City Official
and Fire Chief regarding program
process and qualifications. Vicki
attended to offer assistance on
finding a home. Informational
meeting took place on September
19, 2005.

Minnetonka - funding
available

Purchased 16213 Tonkaway Road

See Property Pool Detail

Eden Prairie - funding
available

8 New Construction or existing homes

City Council approved agreement on
9/6/05. City and Ryland executed
agreement.

Met with CDBG to structure funding
Board approved acquisition at
September 20, 2005 board meeting.
Letter of Understanding between
WHAHLT and Ryland Homes based
on City’s agreement and CDBG
funding to take place iby mid
November

Deephaven/Minnetonka
- waiting for funding

New construction - townhomes

Funding through the City of Mtka
and HWR.

City of Deephaven approved a joint
powers agreement that allows Mtka
EDA to create a Housing
Development Project for Deephaven.
This is needed to receive TOD funds
Waiting for developers timeline

Wayzata — received the
majority of funding

New construction - 2 duplexes

Determined by the team, the site is
not suitable for development, based
on the Geo-technical assessment.
The team is concerning another site.

Golden Valley —
funding available
between the City and
WHAHLT

1 existing property, if more CDBG funds
become available another property will be
acquired

Created Housing Services
Agreement and bridge loan
documentation for presentation to
HRA 10/11/05

WHAHLT Board approved project
9/20/05




St. Louis Park —
funding transferred
from Brookside Condo

Hennepin County Board approved
transfer to WHAHLT. Waiting for
endorsement by City of St. Louis
Park..

Meet with representative of
Hennepin County and St. Louis Park
to determine timeline and

project 2 Existing homes meeting the 50% AMI procedures.
New construction of 6 affordable housing
units — three duplexes in New Hope — Board approved acquisition of 1 or 2
1-2 developed by the City and NCRC. NCRC units in the New Hope Sims House
and City interested in WHAHLT making project
New Hope - in one duplex (2 units) affordable units using Need to discuss with City of New
discussions the Community Land Trust Model Hope, availability of bridge loan
Brooklyn Park - In discussions on how to partner
beginning discussions NA Existing Homes with the City of Brooklyn Park
Preliminary discussions, with City and
sponsored by St. Joseph the Worker Sent HWR implement plan to City
Maple Grove 1 Church Administrator on August 10, 2005
Met with city staff to provide an overview Sent plan, outlining program steps
of program, Very interested in working and received a call from staff that we
Edina NA with the land trust will be hearing from them in the Fall.
Homebuyer Pool
Homebuyer # Details
Homebuyers on Since April 2003, persons that inquire
Prospect list 283 about HWR
Homebuyers who attend Info Meeting and
Applicants 13 submit application
Pre-Approved Homebuyers with letter of pre-approval of
Applicants 9 mortgage from lender

If you have any questions with respect to this update, feel free to contact me at 952-401-7071.
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lopers reveal drivers,
terrents in city selection

BY ELLEN P. GABLER
STAFF WRITER

Waiting for slow city approvals gives devel-
opers fits.

So do inconsistent regulations, stubborn
city staffers and excessive fees, according to a
survey completed recently by some of the
Twin Cities’ top real estate developers.

The Minnesota chapter of the National
Association of Industrial and Office Properties
(NAIOP) this week released results of its first sur-
vey of developers, asking them what they think
about working with local municipalities.

NAIOP Minnesota selected 24 of its 820
members to participate. The survey charted
developers' general opinions, not their take
on working with specific cities.

Developers ranked the following factors in
order of importance when deciding on which
city to focus their efforts:

1. Cost of development -

2.The city’s attitudes toward developers and
development

3. Business subsidies

4. Pre-construction scheduling and the pro-
cessing time involved.

Among development costs, developers are
most irked by overly irrelevant local municipal
fees, especially special charges not associated
with their project such as park-dedication fees.

Developers said good relationships with city

L Sl

staffers and a willingness to wotk together are
helpful; one respondent noted-that dsvelopers
often choose “the path of least resistance.”

Developers said they favored cities that kept
business subsidies in mind and offered speedy
and fair navigation through planning phases.

Larry Lee, community development direc-
tor for Bloomington, said he has seen nation-
al studies such as this, but none done locally.

Bloomington has “excellent turnaround”
and good working relationships with develop-
ers, Lee said, adding that the city can't make
everyone happy all the time.

“From time to time, we have to say ‘No, or
more likely, ‘Can you modify your plan to do it
this way?' That causes heartburn sometimes,
but it's part of our job of representing public
interest.”

Developers responding to the survey on
average had more than 10 years of commer-

- cial-development experience. They work for

firms that have been in business between 10
and 20 years and average $43 million in new
development each year. Respondents develop
a variety of project types: 88 percent industri-
al, 76 percent office, 68 percent retail and 48
percent mixed-use.

egabler@biZoumals.com | (612) 288-2106

WHERE'S THE ACTION?
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THE 2005 SURVEY OF TWIN CITIES
COMMERCIAL DEVELOPERS

improving the city-developer relationship

$% NAIOP

MINNESOTA CHAPTER




WHAT DEVELOPERS
THINK

WHAT’'S MOST IMPORTANT TO DEVELOPERS
IN THE CITY-DEVELOPER RELATIONSHIP?

Many of the cities responding to the 2004 City Survey REQUESTED that we also ask our
developer members for their personal assessments of the city-developer relationship.
Specifically cities asked, “What are the key factors in selecting a host city for a proposed
development?” and, “What is most important to them about their working relationship
during pre-construction, in local fees and costs, and in city and staff attitudes toward
development and developers in general?” Their responses, ranked in order of
importance, are shown below.

... IN SELECTING A CITY IN
In pre-construction... WHICH TO DEVELOP...

(Ranked in order of importance)

1. Cost of development

2. City attitudes toward developers
and development

. Feedback prior to council review

. Fast-track review of multiple applications

3. Business subsidies

4. Pre-construction scheduling/
processing time involved

1
p
3. Fast answers on pre-development questions
4

. Early staff reaction/recommendations

. Firm approval schedules

5
6. Speedy permit processing
7

. Single point of contact WHO IS THE TYPICAL NAIOP
DEVELOPER MEMBER?
In city fees and costs... (Based on the responses of 25 of NAIOP’s

q q leading devel b,
(Ranked in order of importance) eading developer members)

1. Total permitting costs The typical NAIOP developer has

2. Park dedication fees more than 10 years of experience as
3. Storm water fees an active developer and...

4. Building permit fees ...is employed by a development

5. Development review fees company that has been in business
6. Grading permit fees between 10 and 20 years.

7. Miscellaneous (unanticipated) fees The typical NAIOP firm has an

8. Annexation costs average of 16 employees engaged

on a daily basis in developing
In attitudes toward commercial real estate and...

...averages $43 million worth of

developers... new development annually.

(Ranked in order of importance) Of the developer members

1. City policymakers’ views and opinions responding, 887% develop industrial

buildings, 76% develop office

properties, 68% develop retail,

and 48% are engaged in developing

4. Neighbors’ views of the proposed development mixed-use (multifamily and retail)
properties.

2. City staffs’ views and opinions

3. City’s openness to the development process

WHERE ARE NAIOP DEVELOPERS MOST ACTIVE?

(Number of responding developers active in these communities today or within the past two years)

13 7 6 4 2 1

Minneapolis | Bloomington St. Paul Blaine Albertville Mendota Becker
Brooklyn St. Louis Chanhassen Heights Edina
1 0 Park 5 Park Champlin Minnetonka Hugo
Maple Grove Eagan Woodbury 3 Elk River New Brighton St. Cloud
Rogers Greenfield Plymouth South St.
Roseville Eden Prairie Lake Elmo Rosemount Paul
Lino Lakes Lakeville Savage Spring Lake

Monticello Medina Wayzata (e
Savage

Shakopee




NAIOP DEVELOPERS OFFER THEIR
IDEAS FOR IMPROVING THE PROCESS

operate may well be the “odd couple” of the business world. Although they often have

When it comes to their working relationship, developers and the cities in which they

similar objectives and many times share a common vision of the community’s future, the

relationship frequently stumbles over the processes required to get there.

Here is an overview of the insights and recommendations offered by the developers we surveyed:

MAKE THE PROCESS MORE
PREDICTABLE AND CONSISTENT

NAIOP developers were almost unanimous about
one improvement: knowing what a city expects of
them and then being confident that they can rely on
those expectations remaining consistent throughout
the process. They would like to see more cities
make predictability and consistency in their
requirements and expectations a basic principal
in dealing with the development community.

“The key issue is certainty.”
~ Rick Collins, Ryan Companies

“The key issue for developers is certainty,” said
Rick Collins, Ryan Companies. “We need to be
able to commit to a schedule, no matter how
long it actually takes.” Another said that
scheduling delays, or a poorly-defined, almost
open-ended process that seems to be made up as
it goes along, are sufficient reasons by themselves
to rule out a city completely, and take a project
somewhere else. “Each development opportunity
requires that we manage several different
activities at once,” said Greg Anderson, Anderson
Builders. “We need to know that there is a
predetermined and well-communicated process
within respective municipalities.”

“Most important to me is knowing what the city
expects and being able to depend on those
expectations being consistent throughout the
process,” added Chris Willson, First Industrial
Realty Trust.

Emphasizing the need for more cities to adopt
“time-and-schedule-sensitive” processes for
reviewing and approving development
proposals, NAIOP developers indicated the
importance of understanding the relationship
between time and money in the development
business. “Timing is essential when committing
to a business tenant’s schedules, and we are
always racing against changing weather
conditions in Minnesota,” said Dale Glowa,
United Properties. For complex redevelopment
projects in particular, said Arne Cook, First
Industrial Realty Trust, “we need more certain
answers, and we need them sooner!”

Predictability is important in controlling the
process according to those responding to the
survey. “City staff must have the professional skills
required to manage the process through to final
city council approval,” commented one member.

“At the end of the day, the planning staffs need to

direct the process and firmly guide elected officials
to a reasoned decision,” said Paul Maenner, JIMW
Development, LLC. Added Cook, “problems
develop when a city council does not empower its
professional planning staff to do their jobs, or
even ignores their reccommendations.” An
additional challenge was cited by Joe Weis, Weis
Builders, who observed that, in his experience,
“city councils and their planning commissions are
losing control of the zoning process to the
neighborhoods.”

The solution, said John Wall, Wall Companies, is
for, “a city’s leadership to look ahead, agree on a
vision and then try to rally their bureaucracy to

pursue the same objective.”

COMMUNICATE BETTER WITH THE
DEVELOPER-RESPOND QUICKLY AND
ACCURATELY

An open question in developers’ minds seems to
be whether some city staffs “truly mirror the
views of their own councils.” Making sure that
city staff and council members are in harmony
on where the city is headed adds significantly to
the reliability of the process and the
predictability of the outcome. Cities that view
their staffs as true experts, and value their
reports and recommendations, are the best to
work with, said several respondents.

“Timely and straightforward communications
are critical,” said Rick Martens, Brookstone
Development, Inc. “Un-returned phone calls,
hard-to-arrange meetings are a problem. Even if
the news is not good, we need to know. We can’t
operate in a realm of uncertainty.”

“Initial staff feedback on our development
concepts is crucial,” explained Maenner. “It’s the
key to our ‘go forward’ or ‘drop’ decision.” Once
that initial staff assessment is made, it must be in
a form that is reliable and can be acted upon,
without fear of future unanticipated demands or
changing requirements, he added.

“With the right access to the right
people, we can make decisions that
speed up the process and ensure that
things are accomplished properly.”

~ Scott Tankenoff, Hillcrest Development

Ready access to city staff is part of the
communications challenge, too, according to
Scott Tankenoff, Hillcrest Development. “With
the right access to the right people, we can make

decisions that speed up the process and ensure
that things are accomplished properly;” he said.

Said another member: “Tell me what exactly
what I have to do, and when I have to do it. But
don’t keep me guessing. The development
process and surprises just don’t mix.” Calling
sudden changes of direction, or changes in
requirements, the “bane of the development
business,” others interviewed pointed out that
city staff needs to understand and appreciate
that they are always racing against
challenges—Minnesota’s weather, for example, “or
the need to maintain site control, always difficult
under the best conditions,” according to David
Carland, CSM Corp., or, “the ability to commit
to prospective tenants that we can deliver their
space in time,” said another. Greg Munson,
McGough Development, also pointed out the
difficulty of closing on the financing for a
project if final city approvals are unexpectedly
delayed due to changes in city requirements.

“The quicker we can flush out the issues that
matter, the better,” said Tony Kuechle, United
Properties. “It will save both city staff and us a
lot of time and money.”

KEEP THE COSTS INVOLVED IN THE
PROCESS FAIR AND PROJECT-RELATED

Apparently nothing quite sets a developer’s teeth
on edge like the frequently uttered phrase, “fees.”

In our survey, and in other in-person interviews
conducted with NAIOP members who are
fulltime developers, many made the point that
they have nothing against being charged and
paying realistic costs for infrastructure
improvements directly related to their proposals.
What seems grossly unfair to them are fees or
costs that, in their view, are unconnected to their
proposals. Said Glowa, “We receive absolutely no
value for the park dedication fees we are
required to pay. They should be eliminated.”
Added another, “Park dedication fees are a very
large cost from which we receive no direct
benefits that I can see. They only benefit
residents in another area of the community.”

NAIOP developers are not anti-fee, and certainly
understand the cost pressures currently facing
municipalities. However, many questioned city-
imposed fees where there is no connection to the
project they are proposing. “Cities must stop
increasing or adding fees just because they need
more revenue,” observed Craig Patterson, Welsh
Development, LLC. “Stop adding extra charges
to fix other city budget problems,” said another
developer, advising them to instead, “encourage
capital reinvestment in their land base. The long-
term benefits would outweigh the short-term
gain from fee generation.”

Others pointed to excessive costs resulting from
the use of outside consultants. “Cities should
actively participate in controlling consultants’
fees, which are a pass-through,” said Munson.
“Developers are expected to manage all of our
consultants to a certain budget, but we can’t
control the city’s consultants. While it is obvious
that cities must rely on some outside services,
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there seems to be a lack of time, desire and
interest in controlling those costs, because they
are simply passed through to us.”

“Municipal costs and fees won’t kill a deal,” added
Maenner, “but if they are unjustifiably high, they
really color our perception of a city, and it sets the
tone for whether a community is a reasonable
partner in the development process.” Cities should
balance their fees against the great economic and
tax benefits that most developments bring to their
community, added another. “Too often,” said
Charles Pfeffer, Jr., Pfeffer Company, “cost/benefit
formulas are not part of the equation. In most
jurisdictions, it’s a matter of their perceived
needs—which will only increase.”

“Municipal costs and fees won’t kill
a deal, but if they are unjustifiably
high...it sets the tone for whether a
community is a reasonable partner
in the development process.”

~ Paul Maenner, IMW Development LLC

The closer cities align their fees to reflect the direct
impact or needs of a specific proposal-a sewer
connection, for example—the more justifiable it is
in the mind of the developer, and the more they
make “economic sense” for the deal. Dennis Zylla,
Grubb & Ellis/Northco said developers, “should
pay fees based on a true nexus between the project
and the services being provided.”

“In building and grading, through reviews and
inspections, you see a direct relationship to the
fees,” said Kuechle. “We often see no relationship
or value in park dedication fees.”

The consensus among NAIOP members seems to
be that the phenomenon of constantly increasing
permit and application fees, and unrelated
charges like park dedication fees, are likely to
become major factors in developers’ decisions on
where to take a proposed project.

BE MORE OPEN AND UNDERSTANDING
OF DEVELOPERS’ NEEDS

A city’s cultivation of a more open and inviting
attitude toward development, and city staff that are
willing to look at proposals with the needs of the
developer in mind, are also factors in deciding where
to develop. As Pat Mascia, Duke Realty Corporation
put it, “Everything else being close to equal, we will
always choose the path of least resistance.”

“If one city is more open than another we are
considering, great,” said Maenner. “But if not, the
fact is that we’ll roll up our sleeves and slog
through whatever they throw at us.”

“Even just an expressed willingness
to work together can go a long way.”

~ Greg Munson, McGough Development

Other developers indicated they do not have the
time, money or staff to “slog” through the process.
The common reaction to less welcoming attitudes

37 NAIOP

was expressed by several members interviewed. “If
the city process appears to be impossibly difficult,
there is only one solution—walk,” said Pfeffer. “It’s
not likely that an economically favorable change in
process can be secured within an acceptable time
frame, if ever!” His view was reinforced by Tom
Lohmann, Pinehurst Properties, who said he
“avoids cities whose reputation is negative toward
development.”

Said Munson, “Compromise is something we
expect. But having to charge through flat out is
not a path we choose. Even just an expressed
willingness to work together can go a long way.”

Attitude and responsiveness are clearly hard to
measure objectively. Patterson observed, “I know
them when I see them. If a city has a negative
attitude toward developers and development, you
won’t go there unless you absolutely have to.”
That viewpoint was reinforced by Zylla, who said
“We look for city staff to have a ‘can do’ kind of
attitude, and find solutions for us, not
roadblocks.”

Michael Leuer, Moen Leuer Construction, said
cities should be more open and flexible in
discussing modifications to their requirements.
Martens and Carland also commented on the
need for cities to be less rigid in their dealings
with developers. Robert Pfefferle, Hines, agreed
that cities should be more supportive in terms of
planning and zoning. “We’re willing to work
within the comprehensive plan, but it’s a fact that
markets change. Cities need to recognize that, and
offer some flexibility to developers based on what
is actually taking place in the market,” he said.

Local political leaders should play a more active
role in shaping city staff attitudes, observed
David Kordonowy, Steiner Development. “They
must understand that commercial and industrial
development offers citizens options for
employment and services, and then have city
staff carry out that philosophy”

“Commercial and industrial
development offers citizens options
for employment and services.”

~ David Kordonowy, Steiner Development

BE FLEXIBLE IN CONSIDERING
SUBSIDIES OR CONCESSIONS

Greater flexibility in considering developer
requests for concessions or subsidies is also
important, according to the survey respondents.
“We compete against Minnesota cities that are
aggressive, and Wisconsin cities that are even
more aggressive,” explained Glowa. “Without an
even playing field, we can’t compete.” If a city is
unwilling to help with unusual development
costs on a site that has problems, “that’s enough
for us to look elsewhere,” said Collins.

That willingness on the part of a city to keep an
open mind about providing assistance to a project
that needs it-whatever form the help involved
might take—is often the difference between, “a
project that can happen and one that can’t,” said

David Carland. “In many cases,” explained
Willson, “given the increasing costs of land and
construction materials, subsidies are the only way
we can consider pursuing some projects. The
ability to limit some of the infrastructure costs or
offer tax incentives is very often crucial to our
being able to compete in the marketplace.”

Such assistance is particularly important in urban
revitalization projects, according to respondent
Tom Lohmann, Pinehurst Properties. “Tax
increment, if used wisely, can be a catalyst for
development beyond the project for which it is
used.” He described subsidies as, “necessary evils
that first and second tier municipalities must
consider in order to revitalize parts of their
communities.” Added Patterson, “Subsidies can
have a huge impact on our decisions. From a
user’s perspective, and for the decision-making
process, sites need to be economically equal.”

CONCLUSION

The survey’s results make one fact clear: in the
opinion of most of the developers contacted, the
great majority of metro area cities and their staffs
are excellent to work with, and try to meet
developers’ needs.

“Most cities are excellent”, said Glowa.
“Occasionally, we see some with attitudes
opposing development. But cities are not islands.
They should work hard with the business
community to achieve win-win results.”

“Most cities are excellent.”’
~ Dale Glowa, United Properties

In the experience of Paul Hyde, Real Estate Recycling,
“projects get done where all of the stakeholders—the
city, the neighborhood and the developer—share the
same goals. You need everyone sailing in the same
direction.” “Still,” said Wall, “some cities can be
nightmares,” while others, “embrace our projects and
are receptive, friendly and helpful”

“Cities and their staffs should not view developers
as adversaries,” commented Kent Carlson, Ryan
Companies, “but as active facilitators in the
growth of the community. We act as mediators
and agents between the city and the businesses
who occupy the buildings we develop. In that role,
we can be a city’s strongest and most productive
advocate to the broader business community.”

As Cook observed, “cities and developers should
work as partners. Any successful partnership is a
combination of attitude, responsiveness,
efficiency and cost.”

“If all of those are in place and working well,”
Cook said, “ the process itself will also work well.”

“Cities and developers should work as
partners. Any successful partnership is
a combination of attitude,
responsiveness, efficiency and cost.”

~ Arne Cook, First Industrial Realty Trust
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Eminent Domain Revisited: A Minnesota Case

By TERRY PRISTIN

Correction Appended

RICHFIELD, Minn. - Few recent Supreme Court opinions have aroused as much public outrage as Kelo v. City of
New London, Conn., the June ruling that reaffirmed the use of eminent domain to promote economic development.

Critics on both the left and the right politically have said that the Kelo decision potentially endangers every home and
business. Bills to limit condemnation powers have been introduced in 31 states, according to the Institute for Justice, a
property rights group.

Had such a statute been in place in 2000 in Minnesota, however, a single auto dealer might have been able to block
Best Buy, the fast-growing national electronics retailer, from building a $160 million corporate headquarters in
Richfield, a suburb of 34,000 people that borders Minneapolis. The 1.6-million-square-foot campus, made up of four
buildings shaped like ships, was completed in 2003 and currently houses 4,500 employees. City officials say it has
given a big boost to an aging community that had been steadily losing population since the 1970's.

Though there was loud opposition to the project from employees of the holdout property owner, Walser Auto Sales,
and others who feared its effect on traffic, much of the community supported it. After a campaign in which
redevelopment was a central issue, the mayor, Martin Kirsch, was re-elected in 2002 by a wide margin.

In addition, the owners of the other 82 homes and businesses on the site sold their property without a fight, for what
several said was a fair price that included relocation costs. "The homeowners weren't exactly on our side," said
Bradley J. Gunn, the Walsers' lawyer.

With local government officials throughout the nation struggling to defend themselves against the storm of criticism
unleashed by the Kelo decision, the International Economic Development Council, a professional group based in
Washington, cites the Best Buy headquarters to illustrate why eminent domain is sometimes a crucial tool in
combating urban decay and sprawl.

Some of the displaced homeowners, including Michael and Cindy Triggs, who said they received $24,000 above their
house's market value, agreed that the redevelopment was in the best interests of Richfield. They said it also benefited
the metropolitan area by moving thousands of employees from scattered suburban offices to a more central location
within reach of bus transportation. "It would have been a lot easier for Best Buy to deal with one farmer in Lakeville,"
said Mr. Triggs, referring to a more distant suburb.

To property rights advocates, though, the Best Buy case is a troubling example of municipal overreaching. Mr. Gunn
said the courts merely took the city's word that the neighborhood was blighted. "In too many of these cases, the courts
seem to believe they must defer to the very agency whose conduct is at issue," he said.

In response to cases like this one, the Institute for Justice will support bills in the coming session "to prohibit the
taking of property for so-called economic development," said Lee McGrath, the executive director of the Minneapolis
office.

That effort will be opposed by the League of Minnesota Cities. Nevertheless, the league will seek to make the
condemnation process more transparent and require "that the government entity has to declare in writing whether the
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public benefit is more than the private benefit," he said.

In Richfield, officials say they have occasionally resorted to using eminent domain only to help ensure their city's
survival. Adjacent to Minneapolis-St. Paul International Airport and surrounded by highways, the city is largely made
up of small bungalows and ranch homes built in the 1950's. As the officials saw it, the housing supply was too
homogeneous, and its shopping districts too dated.

In the 1990's, they began an aggressive redevelopment program as they sought to reverse the population decline.
Since then, new or redeveloped shopping centers, prime office buildings, condominiums and apartment houses have
sprung up in place of obsolete structures. Many of these projects were subsidized through tax increment financing, or
TIF, with the city agreeing to forgo a certain amount of the increase in property tax generated by the new
developments.

In 1998, a local developer proposed turning a site near the juncture of two busy highways, 35W and [-494, into a
mixed-use development, replacing many of the modest homes and businesses. Homeowners said that a majority of
their neighbors were willing to be bought out. Over the years, the Walsers had expanded their car dealerships, causing
friction in their once-tranquil neighborhood. (The Walsers declined to be interviewed.)

Some residents had already bought new homes when the developer withdrew, so the subsequent Best Buy proposal
came as a relief. "This whole thing had dragged on for four years," said Cathy Bergin, who found herself with two
mortgages. "They had worn us down. We were happy to get out of there."

Only the Walsers, who had been offered $9.4 million for their two car dealerships, took the city to court, challenging
the condemnation as well as the use of a TIF.

Under Minnesota law, a city housing and redevelopment agency can condemn property only to provide housing or
eliminate blight. But the definition of blight is broad enough to give public officials a lot of leeway. Testifying at the
trial, Bruce Palmborg, the city's community development director, cited the proximity of the auto dealers and the
houses as an example of blight. A consultant said the commercial spaces were obsolete.

The blight finding was upheld, but city officials were chastised by one appeals court for failing to prove that half the
buildings were "structurally substandard," a requirement for a TIF district. The case was settled when the Walsers
agreed to move the dealerships to nearby Bloomington for an additional $9 million.

Real estate brokers and residents say having a Fortune 100 company has been a boon to Richfield. Prices of single-
family homes have risen 8 percent in the last year, with the median now at $224,000, according to George Bodnia, a
residential broker for Century 21 Luger Realty. Best Buy has been "substantial for the community," he said.

But critics like Mr. McGrath point out that it will be a long time before Richfield benefits from the higher property
tax revenue generated by the complex. Annual revenues have risen to $3.2 million, from $700,000, but under the TIF
agreement, Best Buy gets to keep the difference for 25 years.

Mr. Palmborg acknowledged that it was hard to put a dollar figure on what Best Buy has meant to Richfield. The
company has instituted mentoring and other programs and it also helped pay for a badly needed bridge spanning I-
494. At the same time, its employees have been encouraged to spend money within their self-contained campus,
which has its own large health club, pharmacy, bank branch, billiard tables, dry cleaner, day care center and
restaurant-like cafeteria.

But he said the headquarters had proved its worth by permanently changing the town's image and prompting residents
to invest in their homes. "Best Buy is not going to be in a town that's perceived as a loser," he said.

Correction: Oct. 7, 2005, Friday:

An entry in the Transactions column in the Square Feet pages of Business Day on Wednesday about a condominium
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