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UNAPPROVED MINUTES
	
Joint Council Port #____
Wednesday, November 17, 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 5:33 p.m. 
President Robert Erickson called the Port Authority meeting to order at 5:33 p.m.
Council Present:	Mayor Winstead; Council Members C. Abrams, J. Baloga, T. Busse, D. Lowman and J. Oleson

Council Absent:	 Council Member A. Carlson

Port Authority Present:	President R. Erickson; Commissioners T. Busse,  C. Hunt, T. Keller, R. Lunz and G. Winstead 

Port Authority Absent:	Commissioner S. Peterson

Staff:	Jamie Verbrugge, City Manager
	Schane Rudlang, Port Authority Administrator
	Sandra Johnson, City Attorney
		
Also Present:	Julie Eddington, General Counsel Port
	Kurt Hagen, Mall of America

	Item #1
Mall of America – Master Redevelopment Contract
	Mayor Winstead explained the City Council and Port Authority are being asked this evening to consider whether or not they want to revise the Mall of America (MOA) Master Contract or if they want to leave it as is. The elements of the Master Contract have been discussed many times and they are now at a decision point of what should be or shouldn’t be done going forward.  
Rudlang explained discussion of the MOA Master Contract has been the subject of a number of meetings throughout the years and they have now ended up with a list of Master Contract objectives. An important objective has been to protect the City’s discretion on the use of public funds. The Council and Port Authority have two options; Option 1, to not pursue revisions to the existing Master Contract with MOA or; Option 2, to pursue a revised Master Contract with MOA based on a set of terms. 
Rudlang said he would review Option 2 first because it is important that both bodies understand Option 2 before considering Option 1. He reviewed the Public Investment Fund (PIF) stating mutual agreement is necessary to spend PIF. He also reviewed the breakdown of the MOA’s 2015 property taxes totaling $32.4 million.  The estimated amount in TIF and FD-TIF is $316 million with approximately $36 million in administration-eligible expenses. Administration costs could range from $12 million to $36 million. The Port reserves ten percent of gross TIF and FD-TIF in an Administration and Reserve Fund. Administration will be funded from this fund and the Port has the authority to use remaining funds without a mutual determination by the parties that the expenditure was in support of the project property. 
Rudlang further explained the Public Investment Ratio would be a cumulative ratio which should not exceed 15 percent for all phases of the MOA project. The ratio would be determined at each particular phase and a modified agreement would set the ratio for each phase. The Master Contract would be the ground rules for that. The cumulative ratio could exceed 15 percent if the Council and Port find that a particular phase is of particular interest or value and there are funds available. Rudlang reviewed the 1988 Restated Contract ratio including the public investment ratio and the calculation for the public/private ratios.  The new Master Contract would include a simple ratio meaning public over private funds, which means the 15% ratio would be restated to be 17.6%.

	
	Rudlang said under the new contract public improvements are either on-site or off-site improvements supporting the project and all public improvements funded from the Public Improvement Fund shall be included in the ratio and costs for off-site improvements shall only include those portions of the project attributable to the project property. Rudlang explained a contract provision is to be included stating that the parties anticipate an agreement in the future to expand the definition of Project Property to include the adjoining lands. Also, the agreement is valid as long as certain development occurs on the project property including the MOA building $500 million in Counted Value by 2025; MOA builds $700 million additional by 2035; MOA builds remaining developments that commit any remaining funds by June 1, 2040; and, funds remaining after June 1, 2040 commitment are not bound by the Master Contract. Rudlang stated written consent from MOA is required before any Alternative Revenues by Legislation (ARBL) are enacted. Also, existing written consent for an on-site lodging ARBL is retracted. 

	
	Rudlang explained the MOA will hire an independent third party structural engineer to review the condition of the existing on-site infrastructure and will repair and maintain the ramps in good working order per review recommendations.  Also, MOA shall not place a mortgage on undeveloped project property that exceeds 110 percent of the Hennepin County assessed value unless the mortgage relates directly to the construction and financial closing of a subsequent phase. Rudlang briefly reviewed the carryover items from the 2012 Master Contract. 

	
	Rudlang stated Option 1 would be no new contract. If the Council and Port move for Option 1, staff would need direction on how they should work with the Legislature should the Mall seek legislative changes. Staff has no formal recommendation. 

	
	Council member Oleson asked with regard to project property mortgages, if the project property exceeds 110 percent of the County assessed value, would the Mall put up collateral. Rudlang responded if the land is not being developed that is not a problem. However, when a deal closes for a phase, that land would be put into the deal and often times the land is valued higher than the assessed value and that is allowed. 

	
	Mayor Winstead said he would like to see the word “streets” added to the list of public improvements under 4.a). Rudlang explained when that list gets turned into actual language in the Contract, streets will be included. Commissioner Lunz said he would also like to see “place making” added to that list. 

	
	Kurt Hagen, Mall of America representative, said in September they outlined several reasons why the Mall felt it was in the best interest of the City to commit FD-TIF to the Mall by contract. An investment in the Mall is an investment in South Loop. They talked about why the FD-TIF is necessary to maximize the Mall’s expansion and any diversion of those funds results in a smaller project. Investing in the Mall creates more FD-TIF. Hagen explained committing these funds protects the funds from some of their opponents. He displayed a slide from January, 2013 showing what the Mall needed for the Phase II maximum expansion. The Phase II expansion would cost $322 million. A TIF generation estimate of $243 million at that time resulted in a short-fall of approximately $80 million for the full expansion.  A smaller project needed $230 million and left a gap of $11 million. The funding gap will dictate how much less the Mall can build. 

	
	Hagen reviewed the intent of legislation for FD-TIF. He reviewed the history of the legislation beginning in 2007 to seek funding sources to replace TIF.  The Mall and City testified before the Legislature for funding and the Mall was uniform and consistent with their request. Nowhere in any of the testimony did they talk about funding for South Loop. All points presented were about the Mall of America and the Mall expansion. Review of legislation talked about the Mall and Old Cedar Avenue bridge. The Legislators did not want to short-change the Mall so they added an additional year on for the Old Cedar Avenue bridge. Their intent was to replace TIF District 1-C and 1-G funds for the Mall’s expansion. They never discussed this funding source being used for South Loop projects. If the City does not agree, the Mall will go back to the Legislature and ask for clarification. Hagen said a new Master Contract is a win/win situation for the City, Port and Mall allowing them to focus on future phases. 

	
	President Erickson said a lot of progress has been made in negotiations. He said his primary concern was the fact that for a long time development wasn’t happening and he was concerned they didn’t have a mechanism to work with when development wasn’t occurring. He believes the proposed term sheet addresses those concerns. He does not want to get into a situation where the Mall comes back and tells them the term sheet isn’t what they agreed to. He asked if the Mall is supporting this term sheet going forward to negotiate a final contract.  President Erickson asked if Hagen is representing to the City that this is something the Mall is willing to work with. Hagen responded he has talked to the Mall owners and this is something they support and believes they can work with the terms outlined and the contract will stay to that form.  Mayor Winstead said if the Mall is able to go through development of the Master Contract based on the term sheet, is there any need for any legislative changes. Hagen said their intent is to resolve this with the term sheet. This issue is resolved as far as the Mall is concerned. With the 90 percent funding he does not see any need or intent to go back to the Legislature for clarification. 

	
	Mayor Winstead said this Master Contract with the term sheet discussed this evening will result in a win/win for the community and the Mall and points them in the right direction. Council Member Oleson said he appreciates the information presented by staff and the Mall. He said this evening’s discussion shows that times have changed. Back in the 1980’s the City took some big risks. Now there are some big risks on the Mall’s side and he understands where the owners want to end up protecting their future for their investors but the City also needs to protect their investors, the taxpayers. They need to be up front and transparent in their dialogue about what this means for the future between the Mall and South Loop. Council Member Oleson questioned how they can work together with the Mall being a key player without ending up with people thinking everything is being controlled by the Mall. 

	
	Commissioner Lunz said as a real estate developer and owner he would like a statement from the Mall representative stating how they view the success of South Loop and making the Mall worth more in the long run. South Loop is geared for housing and jobs which appears to be a win/win situation for the Mall and South Loop. He questioned if South Loop moves forward as a housing center how that would affect the Mall. Commissioner Lunz said he feels it would be good for the Mall and would maximize the value of their real estate.  Hagen explained obviously as South Loop moves forward it would be better for the Mall. As it grows there will be more jobs which would be good for the Mall. If there is $100 million funding sources available for the Mall expansion, they will bring an additional 4 to 5 million visitors to the Mall. Hagen said he does not see housing in South Loop bringing that many people to the Mall. The Mall’s focus is driving tourism to the project. While it is good to have residential and jobs in South Loop, the Mall’s focus is to bring tourists to the project. The Mall wants to see South Loop grow but not at the expense of the Mall. 

	
	Council Member Baloga said he is pleased to see they are moving toward a simple method for calculating public private ratios. It always seemed that the City and Mall couldn’t agree on the ratio and now it appears they are on the same page. Council Member Baloga said in looking at the development threshold for the next few years of $500 million for 2025, he does not want to see them getting close to that time restriction and then just do something to meet that deadline. He wants to see an excellent project for the $500 million similar to what they have done in the past.  Hagen explained their next phase will be approximately $500 million. The owners of the Mall are very bullish on growing the Mall. They have purchased the adjoining lands and lowered Lindau Lane to remove barriers allowing them to move forward. Mayor Winstead said this will be addressed in the new Development Agreement and it is a solid benchmark to work for. The 1988 Restated Contract required that within ten years of opening Phase I, Phase II had to be in the ground. That date came and the City was willing to look at the agreement and to alter it accordingly. If there is a solid reason for not being able to meet the requirement, the City would work to get that rectified. They can always reconsider some of the terms. 

	
	[bookmark: _GoBack]President Erickson pointed out this is a dramatic difference from the 1980’s. The money for this phase is not coming from the Bloomington taxpayers but is coming out of a much bigger revenue base. President Erickson said staff has done a great job in negotiating these terms and it is in the City’s best interest. It is critical to have benchmarks such as those presented.

	
	City Council Action:
M/Oleson, S/Baloga, and all members present voting aye, to move forward with Option 2 to pursue a revised Master Contract with Mall of America and to direct staff to work with the Mall of America to amend the Master Contract to be consistent with the term sheet discussed this evening. The motion carried 6-0.
Port Authority Action:
M/Hunt, S/Lunz, and all members present voting aye, to move forward with Option 2 to pursue a revised Master Contract with Mall of America and to direct staff to work with the Mall of America to amend the Master Contract to be consistent with the term sheet discussed this evening. The motion carried 6-0.

	Adjournment
	The City Council meeting was adjourned at 6:19 p.m.

The Port Authority meeting was adjourned at 6:19 p.m.




Carol Pelzel
Minutes Secretary

Joint City Council Port Authority Meeting		November 17, 2015
Page 1

image1.png
Q CITY OF
BLOOMINGTON
MINNESOTA




