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Request for City Council Committee Action 
from the Finance Department 

 
 
Date: May 18, 2010 
 
To: Council Member Lisa Goodman, Chair, Community Development Committee 
Referral to: Council Member Betsy Hodges, Chair, Ways & Means/Budget Committee 
 
Subject: Consolidated Redevelopment Tax Increment Financing (TIF) District 
 Memorandum of Understanding With Hennepin County 
 
Recommendation:  Approve an amendment to previous City Council action in connection 
with the establishment of the Consolidated Redevelopment TIF District, which authorized 
the Finance Officer to enter into a Memorandum of Understanding (”MOU”) between the City 
of Minneapolis and Hennepin County.  The amendment would add one additional 
term/condition to the MOU not previously approved by the City Council. 
 
Previous Directives:  On December 18, 2009 the City Council approved the establishment 
of the Consolidated Redevelopment TIF District, and authorized the Finance Officer to enter 
into a memorandum of understanding between the City of Minneapolis and Hennepin 
County.  At the time of Council approval the form MOU contained seven basic terms. 
 
On May 11, 2010 the Hennepin County Board authorized the Hennepin County Administrator 
to negotiate and execute a MOU with the City pursuant to the Special Legislation related to 
the creation of the Consolidated Redevelopment TIF district.  However, this authorization is 
subject to one additional term/condition that was not previously approved by the City 
Council.  This additional “County-imposed” condition acts to place a limitation on the City’s 
future enlargement of the TIF District. 
 
Prepared by: Jeff Streder, Director, Development Finance (612-673-5130) 
 Mark Winkelhake, Manager, Development Finance (612-673-5105) 
Approved by: Patrick Born, Finance Officer   _____________ 
 Steven Bosacker, City Coordinator _____________ 
Presenter in Committee: Jeff Streder, Director, Development Finance 
 
F
 
inancial Impact 

No financial impact to the 2010 City Budget.  Potential financial impact to the 2011 City 
budget. 
 
Community Impact 
 
• Neighborhood Notification – NA 
• City Goals – A Safe Place to Call Home; Livable Communities, Healthy Lives; Many 

People, One Minneapolis; A City That Works 
• Comprehensive Plan – NA 
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Background 
In 2008, the Minnesota Legislature passed special legislation (the “Special Legislation”, Laws 
of Minnesota 2008,Chatpter 366,Article 5, Section 37) authorizing the City of Minneapolis 
(the “City”) to establish a non-contiguous redevelopment tax increment financing (TIF) 
district comprised of all, or portions of, the property located within the City’s 15 pre-1979 
TIF districts.  On December 18, 2009 the City Council approved the establishment of the 
Consolidated Redevelopment TIF District (the “TIF District”) comprising 4,362 (51.0%) of 
the 8,560 eligible parcels. 
 
Pursuant to the Special Legislation, tax increment that is collected from the TIF District may 
only be used to 1) make required reimbursement payments to Hennepin County (the 
“County”), 2) pay for the costs of administering the TIF district, 3) pay principal and interest 
on bond obligations issued by the City or the Minneapolis Community Development Agency 
for Target Center; and 4) pay for neighborhood revitalization purposes.  The approved tax 
increment financing plan projected the following amounts and approved the following 
allocation methodology of net tax increment over the maximum 10-year life (2011-2020) of 
the TIF District. 
 

Tax Increment Distributed to City $163,800,000 
Reimbursement Payments to Hennepin County (54,900,000) 
TIF District Administration     (1,600,000) 
Net Tax Increment $107,300,000 

  
Allocation Methodology of Net Tax Increment 
Target Center Debt Service $53,650,000  (50%) 
Neighborhood Revitalization Purposes $53,650,000  (50%) 

 
Reimbursement Payments to Hennepin County 
 
Pursuant to the Special Legislation, the City may create the district “only if it enters into an 
agreement with Hennepin County to pay the county annually out of the increment from this 
district an amount equal to the tax that would have been payable to the county on the 
captured tax capacity of the district had the district not been created”.  In other words, the 
City must reimburse the County its portion of the tax increment collected.  When the TIF 
District was approved on December 18, 2009 it was anticipated that this written agreement 
would take the form of a Memorandum of Understanding (MOU), and seven basic terms at 
that time were also approved by the City Council. 
 
Additional Condition Required by County Board 
 
Pursuant to the TIF Act (M.S. Sections 469.174-469.179), the City can legally enlarge the 
TIF District within five years of the certification date of the TIF District.  Pursuant to the 
Special Legislation, the City may add some or all of the 4,198 remaining eligible parcels 
anytime within this time period. 
 
On May 11, 2010 the Hennepin County Board authorized the Hennepin County Administrator 
to negotiate and execute a MOU with the City pursuant to the Special Legislation.  However, 
this authorization is subject to one additional term/condition that was not previously 
approved by the City Council.  This additional “County-imposed” term/condition places a 
limitation on the City’s enlargement of the TIF District in the future.  The term/condition 
states that the City may only enlarge the TIF District such that the revised projection of 
total tax increment distributed to the City over its ten year life is no more than 10% above 
the original projection of tax increment shown in the approved TIF plan ($163,800,000 * 
110% = $180,100,000).  This limitation can be waived by County Board resolution. 
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Staff in the City Attorney’s Office and in the City Finance Department are not of the opinion 
that the Hennepin County Board has the legal authority under the auspices of the Special 
Legislation to impose this condition in the MOU.  However, staff in the County Attorney’s 
Office has advised the County Board otherwise. 
 
Timeline 
 
In order for the City to begin collecting tax increment from the TIF District in 2011, the MOU 
with the County must be fully executed by both parties on or before June 30, 2010. 
 
It is currently projected in the approved TIF plan that the net tax increment available from 
the TIF District in 2011 will be $10,618,072.  Of this total $5,309,036 (50%) would be 
spent on Target Center debt service, and $5,309,036 (50%) for neighborhood revitalization 
purposes.  In the event the MOU is not agreed upon and executed by June 30, 2010, 
whereby no tax increment can be collected from the TIF District in 2011, and the City 
wishes to fund these two categories, then the 2011 City budget would need to include the 
levying of property taxes for these costs. 


