Request for City Council Committee Action
from the Department of Community Planning and Economic Development

Date: December 8, 2009

To: Council Member Lisa Goodman, Chair, Community Development Committee
Referral to: Council Member Paul Ostrow, Chair, Ways and Means/Budget Committee
Subject: Approval of the Housing Replacement District 111 Plan and Modifications to

the Housing Replacement District Plan and the Housing Replacement District 11 Plan

Recommendations: 1) Adopt the attached resolution approving the Housing Replacement
District 111 Plan; 2) Adopt the attached resolution approving Modification No. 1 to the
Housing Replacement District Plan and Modification No. 1 to the Housing Replacement
District Il Plan.

Previous Directives: On August 9, 1996, the City Council approved the Housing
Replacement District Plan. On August 22, 2003, the City Council approved the Housing
Replacement District 11 Plan. On July 11, 2008, the City Council approved special legislation
increasing the number of parcels that may be included in housing replacement districts and
authorizing the City to use tax increment revenue derived from the districts for eligible
purposes anywhere within the city.

Department Information

Prepared by: Edith Johnson, Senior Project Coordinator, (612) 673-5262
Approved by: Charles T. Lutz, Deputy Director, CPED
Thomas Streitz, Director, Housing Policy & Development
Jeff Streder, Director, Development Finance
Presenter in Committee: Edith Johnson, Senior Project Coordinator

Financial Impact
« No financial impact

Community Impact
« Neighborhood Notification: On October 23, 2009, all neighborhood organizations were
notified of the opportunity to review and comment on the proposed Housing
Replacement District 111 Plan.
« City Goals: A Safe Place to Call Home; One Minneapolis
o Comprehensive Plan:
o Policy 3.1: Grow by increasing the supply of housing.
o Policy 3.3: Increase housing that is affordable to low and moderate income
households.
o Policy 3.7: Maintain the quality, safety and unique character of the city’s housing
stock.
0 On November 30, 2009, the City Planning Commission found the Housing
Replacement District 111 Plan to be consistent with the comprehensive plan.
« Zoning Code: All redevelopment activity is required to comply with Minneapolis Zoning
Code.

Supporting Information

Housing Replacement District 111 Plan




The Housing Replacement District 111 Plan establishes a third Housing Replacement District
(HRD) in the City of Minneapolis. The first HRD was approved by the City Council in 1996
and the second was approved in 2003.

An HRD is a type of tax increment financing district authorized by special legislation
originally enacted by the Minnesota Legislature in 1995 and amended in 1996, 1997, 2002
and 2008 (see Exhibit 1 to the Plan). HRDs have as their sole purpose the acquisition and
preparation of parcels for sale for the development of market rate housing, which is defined
as housing that has a market value that does not exceed 150 percent of the average market
value of single-family housing in the city.

The Plan identifies parcels that currently consist of vacant land, vacant housing or
substandard housing, and authorizes acquisition, demolition, occupant relocation, site
preparation and pollution remediation, as necessary, in order to sell the parcels for
development of new or rehabilitated market rate housing.

The Plan identifies the initial group of 20 parcels to be included in the District, establishes
the criteria for adding parcels to the District, states the City’s objectives in undertaking the
proposed development activity, establishes a budget, and identifies the fiscal impacts on
local taxing jurisdictions.

In accordance with Laws of Minnesota 1995, Chapter 264, Article 5, Section 46, Subdivision
2, as amended in 2008, the Plan also authorizes the use of the District’s tax increment
revenues for acquisition and preparation of vacant land, vacant housing or substandard
housing parcels located outside the District, for redevelopment as market rate housing.

The City of Minneapolis may designate not more than 400 parcels to be included in HRDs
over the life of the districts. HRDs | and Il contain 100 parcels each. Because the existing
districts have reached the five-year limit on expansion, HRD II1 is being created at this
time.

On October 23, 2009, the proposed Housing Replacement District |11 Plan was transmitted
for review and comment to the Hennepin County Board of Commissioners, the Minneapolis
Board of Education, the City Planning Commission, all neighborhood groups and other
interested parties. One section of the proposed Plan has since been revised to read as
follows (additions noted as underlined text):

VIIL.D. Eligible Uses of District Funds

Expenditures of tax increment revenues derived from the District are limited to the
following eligible uses.

All revenues derived from tax increments must be used in accordance with the Plan,
for the purpose of the development of market rate housing. The revenues must be
used solely to pay the costs of site acquisition, relocation, demolition of existing
structures, site preparation, and pollution abatement on parcels identified in the Plan
or on any qualified parcel outside the District, as well as public improvements,
property management, interest expense and administrative costs directly related to
those parcels.

Revenue generated by any parcel located within the District may be utilized to pay or
reimburse eligible project costs for any other parcel included within the District or for
any qualified parcel outside the District.



Qualified parcels are those that are vacant sites, contain a vacant house, or contain a
house that is structurally substandard as defined in Minnesota Statutes, Section
469.174, Subdivision 10.

Modifications to Housing Replacement District Plan and Housing Replacement
District 11 Plan

The proposed modifications to the Plans for the first two HRDs have been prepared in
response to a change in the special legislation authorizing HRDs.

Laws of Minnesota 2008, Chapter 366, Article 5, Section 20 amends Laws of Minnesota
1995, Chapter 284, Article 5, Section 46, Subdivision 2 to authorize the City of Minneapolis
to use tax increment revenues derived from any of its HRDs to pay or reimburse the City’s
costs for acquisition and preparation of parcels located outside the districts. Parcels located
anywhere within the city may be developed or redeveloped as market rate housing,
provided the parcels are vacant or contain a vacant or substandard house.

On July 11, 2008, the Minneapolis City Council approved the special legislation authorizing
the City to make this change to its HRDs.

Sections A, B, G and H of the plans for HRD | and Il are being modified to include language
related to this change. Section H is also being modified to include language acknowledging
that future legislative action may change the local contribution required for housing
replacement districts.

Although other aspects of the Plans are now out of date, including references to the role of
the Minneapolis Community Development Agency, the list of parcels included in the districts
and certain financial estimates, these aspects are not updated by the modifications. The
time period during which parcels may be added to the first two HRDs has expired, and
housing replacement development activity will occur on new parcels under the authority of
the HRD 111 Plan.

Plan modifications of this nature do not require a 45-day public review process nor a public
hearing, although the initial approval of the HRD I1l Plan does require these process steps.



