
 
 

Request for City Council Committee Action 
from the Department of  

Community Planning & Economic Development 
 
 
 
 
Date: October 24, 2006 
   
To: Council Member Lisa Goodman, Community Development Committee 
 
Subject: Project Analysis Authorization for Spirit of the Lakes Limited Equity 

Cooperative Senior Housing Project 
 
Recommendation:  Authorize staff to continue analysis of the Spirit of the Lakes 
Redevelopment Project proposal; negotiate terms and conditions of a redevelopment 
contract with Powderhorn Residents Group or an affiliated entity as the general partner; and 
prepare a redevelopment plan and tax increment financing plan for the Spirit of the Lakes 
Project, subject to final determination of project eligibility, required reviews, public input, 
notices and hearings. 

Previous Directives:  In December, 2005, the City Council approved affordability funding 
of up to $350,730 from the 2005 Affordable Ownership Housing Program. 

Prepared by: Kevin Dockry, Senior Project Coordinator (612) 673-5075 

Approved by: Elizabeth J. Ryan, Director, CPED Housing Policy and Development   

    Jack Kryst, Director, Development Finance      

Permanent Review Committee (PRC):  Approval    Not Applicable  X 
 

Presenter in Committee: Kevin Dockry, Senior Project Coordinator 
 

Financial Impact (Check those that apply) 

_X_ No financial impact (If checked, go directly to Background/Supporting Information). 

___ Action requires an appropriation increase to the ____ Capital Budget or ____ Operating 
Budget. 

___ Action provides increased revenue for appropriation increase. 

___ Action requires use of contingency or reserves. 

___ Business Plan: ____ Action is within the plan.    ____ Action requires a change to plan. 

___ Other financial impact (Explain): 

___ Request provided to department’s finance contact when provided to the Committee 
Coordinator. 

 



Community Impact (use any categories that apply) 

Neighborhood Notification:  The Midtown Phillips Neighborhood Association reviewed and 
approved the proposed Spirit of the Lakes Redevelopment project in July, 2005. 

City Goals:  A Safe Place to Call Home – In five years, all Minneapolis residents will have a 
better quality of life and access to housing and services; residents will live in a healthy 
environment and benefit from healthy lifestyles; the city’s infrastructure will be well-
maintained and people will feel safe in the city. 

Comprehensive Plan:  Section 4.9: Minneapolis will grow by increasing its supply of housing.  
Section 4.10: Minneapolis will increase its housing that is affordable to low and moderate 
income households.  Section 4.11: Minneapolis will improve the availability of housing options 
for its residents. 

Zoning Code:  Will comply. 

Other:  N/A 

Background/Supporting Information 
 
Powderhorn Residents Group (PRG) proposes to redevelop the site on the northwest corner 
of East Lake Street and 13th Avenue South (1238 East Lake Street and 2930 13th Avenue 
South).  The site (approximately 35,500 square feet or 0.82 acres) currently contains a 
large surface parking lot and a 6,500 square foot, single-story concrete block building (built 
in 1949). The existing parking lot and structure will be demolished and replaced with a 
71,000 square foot mixed-use, mixed-income redevelopment. 
 
The property, currently owned by Spirit of the Lakes Ecumenical Community Church, is 
zoned C2/Neighborhood Corridor Commercial District.  Spirit of the Lakes Ecumenical 
Community Church intends to sell the property to PRG for development purposes and then 
repurchase the commercial/community portion within the new development. 
 
To date, the City Council has approved $350,730 from the 2005 Affordable Ownership 
Housing Program (providing homebuyer assistance on units affordable at or below 50% of 
the Metropolitan Median Income (MMI)). 
 
Project Description 
 
The proposed development is a mixed-use, mixed-income project incorporating 
approximately 6,134 square feet of multi-purpose commercial/community space and 41 
units of independent senior (age 55+) housing.  The development plans include green 
space, on-site storm water management and 37 spaces of underground parking to serve the 
residents. There will also be approximately 33 units of surface parking to serve the 
commercial/community space and area businesses.  
 
The residential units will be structured as a limited equity cooperative (instead of an 
individual mortgage on each unit, the project will have a blanket mortgage on all of the 
units and each units pays its proportional share).  There will be 21 one-bedroom units (650 
– 750 square feet) and 20 two-bedroom units (1,100 – 1,300 square feet).  A minimum of 
nine (9) units will be sold to households with incomes below 50% of the Metropolitan 
Median Income (MMI), seven (7) units will be sold to households with incomes below 80% 
MMI, and fifteen (15) units will be sold to households with incomes below 115% MMI. 
 
The commercial space will be legally organized as a condominium unit and sold to the Spirit 
of the Lakes Ecumenical Community Church. The space will be used for church and 
community functions as well as by project residents.  
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The estimated total development cost is approximately $9.7 million (see Attachment 1 
Project Data Worksheet for detailed permanent sources and uses). 
 
The primary source of permanent funding for the project (approximately 60% or $5.8 
million) is a 40-year HUD 213 Blanket Mortgage and cooperative share sale proceeds 
(approximately $1.15 million or 12%). 
 
The developer has negotiated the sale of the commercial/community space to Spirit of the 
Lakes Ecumenical Community Church for $851,000 (or 9% of the project TDC).  CPED’s 
Affordable Ownership Housing Program funding of up to $350,730 will be matched by 
approximately $770,000 in non-city affordable housing funding and approximately $106,000 
in developer equity or foundation grants.  CPED is also contributing up to $27,000 in Non-
Profit Assistance. 
 
To complete the financing, the developer is currently requesting tax increment financing in 
the amount of $650,000.  Further analysis following PAA approval will include the formal 
blight analysis process and evaluation of eligibility for either a Redevelopment TIF district or 
a Housing TIF district.  Proceeds will be used to cover eligible tax increment expenses. 
 
The proposed project timeline is as follows: 
 

1. PAA considered by the City Council in November 2006. 
2. City Council considers redevelopment contract business terms and the creation of the 

redevelopment project and TIF District in the summer of 2007. 
3. Project closing and construction start in the fall of 2007. 
4. Project Completion in the fall of 2008. 

 
Results of Preliminary Staff Analysis 
 
Based on the preliminary review to date, staff concludes that a) the Application for Public 
Financial Assistance is complete, b) the project appears feasible, and c) some level of public 
financial assistance may be justified. 
 
The proposed development is consistent with City goals and the goals and criteria 
established by the Midtown Phillips Neighborhood Association through its participation in the 
Corridor Housing Initiative (one element of CPED’s Corridor Housing Strategy). 
 
The proposed development meets a number of public purposes, including: accommodation 
of growth/density along an identified corridor; affordable housing within a mixed-income 
environment; and facilitation of improved access to public transportation.  The proposed 
project’s financial feasibility and level of public participation appear reasonable. 
 
Powderhorn Residents Group, Inc. (PRG) is a community-based nonprofit organization with 
a mission to provide quality, affordable housing and related services that contribute to 
neighborhood stability and family self-sufficiency.  Since 1976, PRG has developed 11 
cooperative housing projects (including 2 limited equity cooperatives).  PRG has developed 
over 450 housing units and helped over 3,000 people find homes through its home buyer 
education and counseling program and its rental portfolio. 
 
In addition to housing development, PRG offers homebuyer workshops and counseling.  In 
2004, over 192 households attended workshops and 124 families received one-on-one 
counseling. 
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Project Analysis Fee 
 
If the Project Analysis Authorization is approved by the City Council, the developer will be 
assessed a nonrefundable project analysis fee of $8,555 (based on the estimated cost of 
staff time and other expenses up to the point in time when the request for public financial 
assistance is either approved or denied by the City Council). 
 
Acceptance by the City of the application or project analysis fee does not signify a 
commitment on the part of the City to grant approval of any requested public assistance. 
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