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UNAPPROVED MINUTES
	
Joint Council Port #____
Wednesday, June 29, 2015, 5:30 PM
Bloomington Civic Plaza
1800 West Old Shakopee Road 
Bloomington, Minnesota  55431-3027

	Call to Order Council 

Call to Order Port 

	Mayor Gene Winstead called the City Council meeting to order at 5:31 p.m. 
President Robert Erickson called the Port Authority meeting to order at 5:31 p.m.
Council Present:	Mayor Winstead; Council Members C. Abrams, J. Baloga, T. Busse, A. Carlson, D. Lowman (arrived at 5:36 p.m.) and J. Oleson

Port Authority Present:	President R. Erickson; Commissioners T. Busse,  C. Hunt, T. Keller (arrived at 5:36 p.m.), R. Lunz and G. Winstead 

Staff:	Jamie Verbrugge, City Manager
	Schane Rudlang, Port Authority Administrator
	Sandra Johnson, City Attorney
	Becky Schindler, Port Authority Development Specialist
		
Also Present:	Julie Eddington, General Counsel Port
	Bill Griffith, MOA Representative

	Item #1
Port Authority Secretary
R# 8-BPA-15
	Colleen Carey has resigned from the Port Authority Board. Commissioner Carey held the position of Secretary to the Board and due to her resignation, it is now necessary to appoint a replacement Secretary.
Commissioner Winstead nominated Tim Busse as Secretary to the Port Authority Board. Hearing no further nominations, M/Winstead, S/Lunz, to adopt a Resolution appointing Tim Busse Secretary to the Board of Commissioners of the Port Authority. All members present voted aye and the motion carried, 5-0. 

	Item #2
BCS/Lennar Agreements 
R# 6-BPA-15
R# 7-BPA-15
R# 2015-72


	[bookmark: _GoBack]Rudlang explained this should be the last phase of the agreements for the Lennar project at BCS before they begin construction. All of the documents being considered this evening have been discussed or outlined at previous meetings. The City Council is being asked to approve the Assignment of Secondary Developer Agreement related to the BCS/Lennar Development. The Port Authority is being asked to authorize the issuance and sale of the taxable general obligation tax increment bonds, Series 15, for the Lennar Apartment Parking Ramp and to approve three agreements necessary for the financial closing on the apartment project. On July 6 the City Council will consider an ordinance approving the issuance of the bonds. Rudlang stated as soon as the City receives notice from the Federal Housing and Urban Development (HUD) office that the eight project-based housing choice vouchers in the development have been approved, Lennar will close on the financing. Approval from HUD is expected to occur on or about July 10. 

	
	Commissioner Lunz questioned the number of affordable units. He thought there were to be ten units instead of eight. Rudlang responded they did start out with ten units on the project, however, this is the threshold. If they went above eight units there are certain rules that need to be followed and additional reporting required. The additional two units did not justify the amount of paperwork that would have been required if they went with ten units. 
Council member Carlson reported this item was brought before the HRA and received unanimous support. He asked if the Council and Port Authority are taking a similar action on that as well.  Rudlang explained the HUD piece is separate. All of the Port and City Council agreements include requirements of these particular affordable units and are contingent with HRA and Federal HUD approval. The Secondary Developer Agreement approved for this project addresses these things happening and is contingent upon their approval.

	
	Port Authority Action:
M/Busse, S/Hunt, to adopt a Resolution authorizing the issuance and sale of the taxable general obligation tax increment bonds (Lennar Apartments Parking Ramp), Series 2015 by the Pricing Committee within the parameters set within the resolution and subsequently approved by the City Council. All members voted aye and the motion carried, 6-0. 
M/Busse, S/Hunt, to adopt a resolution approving agreements related to the Bloomington Central Station/Lennar Development. All members voted aye and the motion carried, 6-0.

	
	City Council Action:
M/Abrams, S/Baloga, to adopt a resolution approving the Assignment of Secondary Developer Agreement related to the Bloomington Central Station/Lennar Development. All members voted aye and the motion carried, 7-0.

	Item #3
Mall of America Master Redevelopment Contract
	Rudlang explained this evening staff would like to discuss with the Council and Port how they got to where they are with the Mall of America (MOA) project and to discuss contract alignment. Staff will review the history, discuss contract terms and receive feedback, which will be used as staff negotiates terms for a new contract with MOA. Staff is recommending several principles and objectives while considering specific contract negotiation items. These principles and objectives will be used to move forward with master contract discussions. Staff is asking the Council and Port to focus on these principles and objectives to allow staff to negotiate a deal for future City Council and Port Authority consideration. MOA is working on a phase of development north of Phase 1C. Rudlang presented a brief history of MOA and the key dates in MOA history.

	
	President Erickson said with regard to the public investment formula or ratio, it is important to realize the 10 percent ratio was a key decision made several years ago. Initially they started at higher than 10 percent, however, the contract made that number come back to 10 percent overall. On residential property they were willing to have a higher ratio. Some adjustments were made and it is necessary to be able to relax the ratio. This is something they have done in the past. It is important to have a base to talk to other developers and to have basic parameters. In looking at the whole process, the public investment formula or ratio concept is a critical one. 
Mayor Winstead said the way they calculate those ratios is unique to what they have done at the Mall and maybe they should do it in more of a traditional way similar to what has been done with other developers and perhaps look at what other communities have done. They may be throwing ratios around that someday could be different from what they hear in the market place. The private/public investment ratio used for MOA was the numerator private costs over the public denominator of public plus private costs. Other communities use public over private development, which comes in lower. President Erickson pointed out the original contract was developed so that it could be used over a long period of time.  Rudlang explained it could be independent based on how much money was put into the project and allows them to compare other projects within the City and in other municipalities.

	
	Rudlang reviewed the City and Port Overarching Principles. President Erickson said it is extremely important to have principles because it would be difficult to make decisions and to come to conclusions without them. These principles are also needed to give staff parameters to negotiate a contract and without these it is difficult for staff to do their job. 

	
	Rudlang explained prudently investing public funds allows the City to do what the market won’t do to meet the City’s goals. 

	
	
Council member Abrams questioned what principle 1.d. “Expand the South Loop’s function as an international destination” means.  Rudlang responded the Mall has been an international destination for a long time. They have done a lot of promotion overseas to bring people to the Mall. This is what principle 1.d. is pointed at. The principle could use some retooling so it means what they want it to mean. They need to put South Loop on the map more. They need to determine what they want South Loop to be. They have talked about making it more than the Mall. Council member Abrams suggested they use the word “role” rather than the word “function”.  Function is more of an action and process. They also need to identify the larger question of the international destination and how South Loop fits in as a role. 

	
	Mayor Winstead said perhaps they need to expand function as an international destination not to a type of destination. Function is limiting. It should be regional, U.S. and international destination. International alone is limiting and more objectives are needed.  Council member Oleson said perhaps the word function is a way to accommodate international visitors more than they do. When visitors come here they have more interest in buying American products and doing American things. He questioned if function means accommodating the needs of international visitors.  Mayor Winstead said the Mall is an international draw to the area. He does not know what else they are doing in South Loop for international draw. Mayor Winstead said he thinks they need to broaden Principle #1. 

	
	Council member Lowman questioned why there was no overarching principle for transportation. With regard to 1.c., Council member Oleson said it is difficult for him to understand how people who work at the Mall are being brought into the big picture. Housing is one thing while getting to work is another. It would be nice if some of the high density development being discussed would have affordable housing for some of these people to walk to work. He believes they need to do something to provide affordable housing in South Loop and is something they need to promote. Council member Oleson said he has had conversations with people at the Mall regarding transportation and they don’t think it is at all comprehensive and questioned what role the City should have as opposed to private. Council member Oleson said they have talked about accommodating the international traveler but somehow they need to look at the employment side in terms of accommodating the employees. 

	
	Commissioner Lunz said shopping is entertainment, however, he believes that has waned to some extent. He questioned if shopping is not entertainment to the extent it was before, what are the draws. South Loop has to have other draws. The draws have to be created with other things. This is an incredible opportunity for them to be creative and he is amazed at how much vacant land is available in South Loop and this presents them with lots of opportunities to be creative. 

	
	With regard to creating employment options for the region, Council member Abrams asked if this is to talk about jobs or about an opportunity to decide what kind of jobs they are looking for. She asked if they are looking for high tech jobs and is the vision for these jobs something other than retail or food service. She questioned what kind of employee is part of the vision. Rudlang explained in the South Loop Plan they talk a lot about diversity of jobs as a goal. Jobs at the Mall fall into the retail sector. City staff has focused on fostering other high tech and office jobs in this region. 

	
	Mayor Winstead said with regard to jobs, they are talking about South Loop. In South Loop they already have Health Partners and they are also making decisions on real estate. That is a different type of employment than what is at the Mall. They need to acknowledge that the Mall is there but that shouldn’t override anything else the City promotes. 

	
	Council member Baloga suggested they add a 1.h. to the overarching principles addressing how they are going to get development into South Loop. He said they need to promote the type of development they want rather than wait patiently for someone to approach the City. Council member Baloga said they have all of the principles and characteristics here but he does not feel they are doing the marketing to make the greater development community aware of this region and drawing those people in. He questioned what they are going to do to foster this. If they are looking for a particular type of job they need to do something to attract that type of job. There are other clinics besides Mayo that could develop in this area that would draw people from around the globe to come here for medical care. People who come with those people can shop, recreate and stay in this area. Council member Baloga said they could add place making onto 1.f. He does not believe they are getting a broad enough view.  Mayor Winstead said perhaps they need to be more definitive.

	
	Commissioner Keller said in listening to the discussion regarding employment, he is confused about the City’s role in this. People who work in Bloomington don’t necessarily live in Bloomington. As businesses come in the tax base doesn’t necessarily correlate with the people working here. Commissioner Keller said he is having a difficult time putting that together and if that is a function of the City. He understands why development is good but wonders if employment is what the City should worry about. Why and to what extent do these bodies have to create jobs.  

	
	President Erickson explained one of the things they have done to promote development in this area is to acquire various properties to influence development. To market this area is difficult and that is why they have a membership with Greater MSP to help look at this area. President Erickson said what is exciting to him is that they are completing improvements to this area including the work along Lindau Lane. This is going to create a sense of place as people see what is happening in this area and they will get excited about it. He said it is a valid point that they need to figure out how they can look at accelerating the process. 

	
	Mayor Winstead said phase development including residential, commercial and economic are distinctly different.  There is room for residential development in this area and commercial development and economic development will create jobs. Commissioner Keller said he understands the relationship but thinks the City’s job program should focus more on the development aspects. 

	
	Council member Carlson said they need to give visitors a reason to come to South Loop and to spend some time there. They need to give them an outdoor experience that is on the same level as what the Mall provides. He said they need to set a high expectation on development that sells that vision otherwise there is no reason for them to leave the Mall. Council member Carlson said they need a way for people to access the wildlife refuge and other places in a safe, convenient way. He does not feel they will be taking these people away from the Mall but that they will be enhancing their experience. 

	
	Council member Abrams said she agrees with Council member Baloga in that no one knows what South Loop really is. There are employees in this area but nobody knows who is there. She said they have to take the vision as it stands and see who is selling this and who is spreading the word on what this can be. This ties into principles 1.c. and 1.d. Sometimes the most prudent investment is hiring a marketing firm and not necessarily an engineering firm or architect. 

	
	Mayor Winstead said principle 1.c. needs to be better defined. They need to add development which leads to employment. President Erickson said they need to balance all of these things. They want people living there and they need to look at this going forward. Council member Carlson said they don’t have that balance or mix between residents, workers and guests. They lose certain authenticity if it is just guests and just workers. They have to have people living there. Mayor Winstead said they need to talk about balance in the overarching principles. 

	
	Rudlang indicated this discussion has been very good and highlighted the need to review the South Loop Plan. Staff will do their best to incorporate this discussion into a new set of principles. The principles presented this evening were aimed more at the Mall than at South Loop but helps to frame all of it. Mayor Winstead said everything they talked about this evening is included in the principles but they need to present a clearer message. Commissioner Lunz indicated there are 10,000 people working every day at the Mall and he asked if these people are being considered by those the City has talked to about opening a food store at this location. Rudlang responded they are close to getting a food like option. He said this is a perfect example as to how difficult it is to get what you want ahead of the market. Rudlang said they can get out there and promote this site with more people and more money. Funds are available in South Loop to do that. The Port has been purchasing land and redeveloping it in South Loop. In 2016 they will be issuing an RFP for development of the Alpha Five site. 

	
	Rudlang reviewed the MOA master contract objectives. He presented an outline of the original public investment ratio developed in 1988. Public investment is high on the front end and they then end up at 10 percent overall. Rudlang questioned if the City should modify/raise the existing cumulative public investment ratio maximum for future phases. He explained there have been discussions on simplifying the ratio calculation to be consistent with other developments in the City by dividing the public investment by the private investment, versus the methods used in the existing contract which divides the public over the total of the public and private costs. Rudlang reported needs analysis and recapture are important tools to protect public investment. The City has used these tools on recent HRA and Port Authority development deals.  Staff is also questioning if MOA should have consent rights before the City could enact the circa 2008/2010 sales and use taxes. Based on the most recent projections from MOA, revenue derived from TIF and FD-TIF is sufficient to fund public investment for future MOA phases and, therefore, ARBL revenue is not needed. With regard to the Minimum Assessment Agreements, staff is asking if the City should require agreements setting a minimum tax value for each subsequent phase. These agreements are implemented to secure revenue streams for redevelopment projects when public borrowing is a component of the financing. In the case of recent MOA projects, the City has been able to use existing cash balances to fund public investment. With regard to future phases beyond the Met Center and Met Stadium Sites should the new contract specifically include reference to project sites and funding entitlements for phases that may be located outside the original MOA sites. Rudlang said they may want to decide this on a case-by-case basis. Also, should the City require a Triple 5 entity with substantial assets to sign development agreements, or allow redevelopment-focused LLC’s to execute agreements. Rudlang said they are trying to focus on the contract objectives and not on specific issues. 

	
	Bill Griffith of the Larkin Hoffman Law Firm, representing the MOA, questioned the purpose of the master contract. Initially, it was to attract developers to this site to redevelop and to encourage them to do something different.  If the contract continues to be as it was, an attraction to development, it has to be an umbrella document that shows an opportunity. If funds are not committed, then this opportunity becomes allusive. The contract must make a commitment of funds to the Mall. Griffith said for the master contract to be successful, it has to deliver the vision of the entire project and funding sources for the entire project. While the funding ratio creates accountability and the promise to the public that the funds will be used for the betterment for the public, collectively that number needs to be flexible to attract development. 

	
	Griffith further explained additional ARBL revenues for the Mall were conceived by opponents and the longer the ARBL’s sit there someone may think it is a good idea to use them.  Griffith said they are concerned that those ARBL’s not be used. If the institution of these additional revenues is not required to have both parties consent, then they should be repealed. They are tied to the Mall’s success. 

	
	With regard to the Minimum Assessment Agreement, Griffith said they are competing with regional shopping malls and if a Minimum Assessment Agreement is implemented, it places the Mall at a disadvantage. The Mall is already the highest taxed regional shopping center. Perhaps it is a good concept for certain projects to create a stable revenue flow, however, they do not believe it is necessary for the Mall of America.  




	
	Griffith explained future phases beyond the Met Center and Met Stadium sites are needed to allow them to grow. 

	
	Griffith said they would like to be allowed to sign documents as they have in the past, by a single purpose entity. The projects did come together because of the various entities but to require MOAC to sign on each document would not allow them to get financing. Asking them to have a Triple 5 entity with substantial assets sign agreements would violate their financial covenants. 

	
	Rudlang explained they have talked about South Loop objectives and staff and the Mall continue to meet on the contract points brought up by Griffith. These are Tier 1 issues and there are even more issues staff did not feel necessary to go into detail at this time. Staff will come back before these boards to discuss these issues in detail. In the meantime, the Mall and staff will be working on Phase 2b. 

	
	Mayor Winstead stated public investment is a logical principle and he feels it needs to be stated and kept that way. It could be difficult as the Mall comes forward with bits and pieces of development. They may find public investment being spent and paid for in advance of private funds. If public investment remains as it is it may become very restrictive. Rudlang explained at times in the past they have discussed building a large parking ramp to accommodate a number of phases. Staff does not feel it is a good idea to do that because things change. Mayor Winstead said they need to keep the objective there but if a solid development comes up the development agreement could work around the public investment. Mayor Winstead said they should leave the public investment principle as it currently exists. With regard to the formula for the ratio, he said times have changed as have revenue sources. What the future brings will probably be so far outside of a ratio or formula. Rudlang explained the ratio gives them an out clause and sets expectations. Saying the project is based on some caps or an expectation gives them something to aim for. 

	
	President Erickson said they should have the ability to modify the ratio or formula but it is important to have some type of standard. If there is some type of economic situation, this would allow them to react to that situation at that time. President Erickson said this ratio has served them very well for the past 30 years. 

	
	Council member Baloga said the most difficult thing is that everyone wants to define what that ratio or investment level is. Depending on the project, it will vary. They need to determine what the maximum attainable investment percentage is that they want to use. It needs to be flexible so that it may be redefined for each particular project. Rudlang explained the way the contract is set up is that the ratio is cumulative and it never reached the maximum number. They could keep the cumulative at a pre-determined number. 

	
	Mayor Winstead pointed out that as they get closer to the end of the development, the ratio becomes lower. Council member Busse said he does not think anyone would argue with the objective. It is good public policy. However, they need to have flexibility to adjust that ratio and  they should set it but not so that it can’t be changed. 

	
	Council member Carlson stated the Mall has an extremely successful track record resulting in this being less risky than it was in 1989. He said that subsidy should be less because there is less risk to private factor. Perhaps the City’s role becomes less significant. 

	
	Council member Oleson said he is concerned with the word “ensure” in #2 of the Contract objectives. 

	
	Mayor Winstead said he believes there should be a formula or ratio and they need to discuss this further. They need something in place going forward. 

	
	Council member Abrams said in reviewing the five objectives, #1 is very clear, numbers 4 and 5 are complete sentences but she has difficulty with numbers 2 and 3. She questioned if they could involve more than the public investment process. She questioned if this is a who or an expectation. Rudlang responded #2 is City actions as it relates to the project or to ensure long-term viability of the Mall.  They have to be careful about getting into business with the Mall. Commissioner Keller said he sees #5 as part of #2. He would like to see the word ensure removed from #2 and replaced with support. He suggested they use something like “The City’s public investment and role will conduct work to support long-term viability”.  Commissioner Keller said he understands they want to protect the City’s contract in addition to protecting the City’s discretion. 

	
	Rudlang indicated staff would continue to work on the principles and objectives and bring them back to these Boards for review along with more detail. They will also continue working with the Mall. 

	Adjournment
	The City Council meeting was adjourned at 7:35 p.m.
The Port Authority meeting was adjourned at 7:35 p.m.




Carol Pelzel
Minutes Secretary
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