
 

  

 

ZONING CODE TEXT AMENDMENT 

Initiator: Council President Bender and Council Member Schroeder 

Introduction Date:  September 27, 2019 

Prepared By: Shanna Sether, Principal City Planner, (612) 673-2307 

Specific Site: Not applicable 

Ward:  All 

Neighborhood:  All 

Intent:   Amending regulations for the Inclusionary Housing ordinance. 

APPLICABLE SECTIONS OF THE ZONING CODE 

• Chapter 530, Site Plan Review 
• Chapter 535, Regulations of General Applicability 

The following chapters were also introduced: Chapter 520, Introductory Provisions, Chapter 525, Administration 
and Enforcement. However, staff is not recommending changes to these chapters as part of this amendment and 
is therefore recommending returning them to the author. 
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BACKGROUND 

On September 27, 2019, Council President Bender and Council Member Schroeder introduced subject matter to 
amend the City’s inclusionary zoning (housing) ordinance. Inclusionary housing is intended to promote 
affordable housing and to fulfill the goals of the city’s housing policies by ensure that moderately-priced housing 
is provided in mixed-income developments. 

Since 2003, the City of Minneapolis has implemented housing policy that requires affordable housing units in 
residential and mixed-use projects with 10 or more units that receives financial assistance from the city. The 
policy was expanded in 2016 to apply the affordable housing requirement to projects receiving pass-through 
funding for purposes other than environmental remediation. In 2017, the policy was updated to include 
residential development of 10 or more units proposed on property or a portion of property that was owned by 
the City of Minneapolis. 

In 2017, the City engaged a consultant, Grounded Solutions Network, to conduct financial feasibility analysis and 
policy research regarding national best practices to inform recommendations for additional inclusionary housing 
policy options for the city. Their report included pros and cons of different policy choices, and case studies of three 
other cities with inclusionary housing policies. This work was supported by a team of City staff from Community 
Planning and Economic Development (CPED) Housing, Development Services, and Long-Range Planning divisions, 
City Attorney’s Office and the Finance and Property Services department. Grounded Solutions Network solicited 
input from private developers and affordable housing advocates in this process. 

The Grounded Solutions Network report was presented to the Housing Policy & Development Committee of the 
City Council on August 22, 2018. The report informed an inclusionary housing policy framework adopted by the 
City Council on December 7, 2018, concurrent with the Comprehensive Plan Update (Minneapolis 2040). The City 
Council directed staff to develop a comprehensive inclusionary housing policy consistent with this framework in 
2019. Also on December 7, 2018, the City Council approved amendments to the Unified Housing Policy and the 
Minneapolis Zoning Code to allow for an “Interim” inclusionary zoning ordinance and inclusionary housing policy, 
to be in place from January 1, 2019, until a more permanent policy is adopted and takes effect. The interim 
ordinance only applies to projects where at least one at least one parcel of land was rezoned from a district that 
did not allow for multiple family dwellings to one that did and/or that include the submittal of land use 
applications resulting in additional development capacity (Floor Area Ratio) of 60% or more. The Interim policy 
currently exempts ownership housing and housing primarily targeted to students. 

In early 2019, the City conducted a request for proposals (RFP) and again engaged Grounded Solutions Network 
to assist with the development of a permanent inclusionary zoning policy and implementation program. This work 
is underway, supported by the inter-departmental staff team and involving stakeholder engagement, interviews, 
research and technical assistance.  On July 16, 2019, Grounded Solutions Network conducted stakeholder 
meetings with developers and affordable housing advocates on compliance alternatives, and on July 17, 2019, 
Grounded Solutions Network presented an overview of the main types of compliance alternatives and their pros 
and cons to the Housing Policy and Development (HPD) Committee. Compliance alternatives allow choices other 
than developing affordable housing units on site. Input shared at the stakeholder meetings and during the Housing 
Policy and Development Committee discussion has informed draft policy recommendations.  

Grounded Solutions Network presented their draft recommendations for the permanent inclusionary housing 
policy to the HPD Committee on October 16, 2019.  A copy of the GSN presentation is attached to the 
memorandum. Stakeholder meetings with developers and affordable housing advocates were also held on 
October 15, 2019.  Input received from stakeholder meetings and the HPD Committee discussion will inform final 
policy recommendations, to be considered for approval by the HPD Committee on December 4, 2019. The City 
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Planning Commission public hearing on the amended Inclusionary Housing ordinance will be on November 18, 
2019, followed by the Zoning and Planning Committee on December 5, 2019. The permanent policy and ordinance 
will then be reviewed together at the December 13, 2019, City Council meeting. The new ordinance is expected 
to take effect on January 1, 2020. 

The inclusionary housing zoning code text amendment is intended to encourage mixed-income housing in what 
would otherwise be market-rate residential or mixed-use developments. The interim inclusionary housing 
amendment currently applies to development projects where property is rezoned to allow for multiple-family 
dwellings and/or the development capacity is increased by 60% or more of what would otherwise be allowed on 
the same property. Since adoption of the interim ordinance and policy, four projects would have been subject to 
the inclusionary housing requirements; however, two of the projects were exempt and one was already subject 
to the Unified Housing Policy due to another developer-requested subsidy. One of the exemptions was for a 
condominium project with 20 dwelling units and the other exemption was the conversion of an existing 14-story 
building from office to residential, where no bulk was added.  

The one project to which the interim Inclusionary Housing ordinance was applied was a 7-unit residential building 
[at 2521 Bloomington Ave].  In addition, several projects [three that were approved between January and June 
2019] received an FAR increase between 45% and 59%, falling below the 60% FAR increase which would have 
triggered IZ.  

No project requested use of Revenue Loss Offset financial assistance.  Grounded Solutions concluded that one or 
more projects with requested FAR increases below 60% may have benefited financially from requesting a greater 
FAR, triggering the inclusionary housing requirements and accessing IZ-TIF benefits.  

Note that most of the substantive and detailed standards will be found in the Unified Housing Policy, with the 
zoning making references to the policy document. CPED will also have a compliance manual that will provide very 
detailed guidance related to administration and enforcement of the ordinance and policies. The proposed 
permanent inclusionary housing ordinance, as recommended by Grounded Solutions Network at this time, would 
strike the existing regulations for determining applicability and replace it with regulations as described below. 

Amended ordinance and policy recommendations: 

Threshold Size / Scaling for Smaller Projects  

• Apply the Inclusionary Housing policy and ordinance to projects with 20 or more dwelling units that 
file a site plan review application.  

• For projects of 20-99 units (with non-TIF options), exempt the first 15 units from the IZ requirement. 
Exemption tapers off for projects from 85-100 units. See slide 18 in the GSN presentation for detailed 
information about how this would affect projects with fewer than 100 units of housing.  

• Delay the implementation of inclusionary housing for projects of 20-49 units until 6 months after the 
first 500 units in 20-49-unit projects are approved and permitted (building permit issued for projects 
with 20-49 units). 

Fractional units   

If the inclusionary requirement results in a number that includes a fraction of a unit, the developer may choose 
to:  

• Pay an in-lieu fee for the fraction of the unit, or 
• Round the requirement up (not down) to the next whole unit and provide these units on-site. 
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On-site Affordability Requirements  

Rental – Developers would elect one of the following options: 

• Option 1: 8% of units affordable at 60% of Area Median Income (AMI); no City financial assistance;
revisit after 18 months.

• Option 2: 20% of units affordable at 50% of AMI; City financial assistance (Tax-Increment Financing)
available.

• Option 3: Half the 60% AMI requirement (4% of units) affordable at 30% of AMI; no City financial
assistance.

Ownership 

• Implementation of inclusionary housing to ownership projects would be delayed in the manner noted
below.

• Starting 6 months after the first 500 multi-family condominium units are approved and permitted: 4%
of units affordable at 80% of AMI.

• Starting 6 months after the first 1000 multi-family condominium units are approved and permitted:
8% of units affordable at 80% of AMI.

Compliance alternatives 

1. In-lieu Fee
o Set the fee to be moderately higher than the affordability gap (cost to developer to build on site). 

Specifically, if the on-site requirement is 8% of units affordable, set the in-lieu fee based on the 
cost to the developer of making 10% of units affordable.

o $15/square foot of net residential area1 for projects of up to 7 stories.
o $22/square foot of net residential area for projects of 8 or more stories.
o Proportional amount when requirement is phasing in, i.e. when ownership requirement is 4%

(half of 8%), reduce in-lieu fee amount by half.
2. Off-site Development

o Allowed within ½ mile of market-rate development.
o Partnership with affordable housing developer and NOAH preservation projects allowed.
o Project must provide at least the level of public benefit that would be achieved on-site (number 

of affordable units, income levels served, term of affordability, comparable or larger unit bedroom 
sizes).

o Market-rate developer must make a meaningful contribution to the affordable project.
o Affordable units must be built and occupied prior to or concurrent with the market-rate units or 

the market-rate developer must provide a guarantee of at least an equivalent contribution as the 
in-lieu fee should the affordable project not be completed within a set period of time.

o Staff may recommend an off-site project outside these defined parameters for consideration by 
Council.

3. Land Donation to the City of Minneapolis

1 Net residential area shall be calculated as the sum of the gross horizontal areas measured from the interior faces of the interior walls of the space 
occupied by dwellings. Net residential area shall not include space devoted to accessory off-street parking or loading facilities, including aisles, ramps 
and maneuvering space, common hallways, elevators, mechanical rooms, storage areas outside of the dwelling units or common areas including, but 
not limited to lobbies, amenity spaces or recreation rooms. 
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Donated land must:  

o Have an appraised value is equal to or greater than the in-lieu fee in effect at the date of 
dedication. If the appraised value is less than the in-lieu fee, developers may contribute the 
remaining requirement in a cash fee.  

o Be in a location where there is high need for sites for affordable housing.  
o Be developable for affordable housing (e.g. in an area zoned for residential). 

Student Housing  

• Dormitories owned and operated by a college or university are exempt. 
• Privately-built housing intended to primarily serve students is not exempt.  
• Students are eligible for any IZ unit if they meet federal eligibility requirements.  
• Rents set on a per-unit basis (rather than per-bedroom).  

Exemptions  

• Affordable housing projects that use certain public financing sources and provide at least 20% of units 
rent-restricted and income-restricted affordable at 60% AMI or below.  

• The city council shall have the authority to grant exemptions from inclusionary housing requirements 
where it finds extraordinary circumstances and sufficient public benefit to justify exemption.  

Design standards  

• In single structure developments, affordable units shall be located proportionally throughout the 
floors of the building compared to market rate units. In buildings of more than 10 stories, affordable 
units may be distributed throughout only the bottom 2/3 of the building. Affordable units should not 
be on floors master-leased to a short-term rental provider.  

• Externally and from all shared spaces, affordable units should not be distinguishable and should be 
architecturally equivalent. Interior layouts, designs, materials, and finishes should be functionally 
equivalent but do not have to be identical.   

• Unit types (size and # of bedrooms/bathrooms) for affordable units should be proportional to market 
rate units, except if the developer chooses to provide more family/large household affordable units 
(3 and 4 bedrooms). In all cases, units must meet minimum size standards.  

• Affordable units shall share the same entrances, common areas and amenities as market rate units. 

Effective date  

• Complete land use applications submitted 1/1/20 – 6/1/20 subject to new policy provisions except 
that in-lieu fee is the only compliance alternative available.  

• Complete land use applications submitted 6/1/20 and later have access to all compliance alternatives. 

ANALYSIS 

What is the reason for the amendment and what public purpose will be served? 
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The City of Minneapolis is growing faster than it has since 1950 and Minneapolis is now a majority renter 
population with more than 85,000 households2. Since 2000, renter’s incomes have reduced by 14% while housing 
costs have increased 11%. Minneapolis has less affordable housing than it did 15 years ago and production of 
affordable units is not keeping pace with their loss. The majority of cost-burdened households3 have incomes of 
less than 50% of the area median income and are disproportionately communities of color. Housing stability is a 
major concern and evictions disproportionately impact communities of color. Residents in challenged rental 
housing leads to worsening housing conditions and property management practices. The amendment is intended 
to encourage mixed-income housing in what would otherwise be market-rate residential or mixed-use 
developments. 

The City of Minneapolis adopted an interim Inclusionary Housing policy and ordinance, effective on January 1, 
2019. The interim inclusionary housing amendment currently applies to development projects where property is 
rezoned to allow for multiple-family dwellings and/or the development capacity is increased by 60% or more of 
what would otherwise be allowed on the same property. Since adoption of the interim ordinance and policy, four 
projects would have been subject to the inclusionary housing requirements; however, two of the projects were 
exempt and one was already subject to the Unified Housing Policy due to another developer-requested 
subsidy. One of the exemptions was for a condominium project with 20 dwelling units and the other exemption 
was the conversion of an existing 14-story building from office to residential, where no bulk was added.  

The one project to which the interim Inclusionary Housing ordinance was applied was a 7-unit residential building 
[at 2521 Bloomington Ave].  In addition, several projects [three that were approved between January and June 
2019] received an FAR increase between 45% and 59%, falling below the 60% FAR increase which would have 
triggered IZ.  

No project requested use of Revenue Loss Offset financial assistance.  Grounded Solutions concluded that one or 
more projects with requested FAR increases below 60% may have benefited financially from requesting a greater 
FAR, triggering the inclusionary housing requirements and while accessing IZ-TIF benefits. This information 
informed Grounded Solutions’ recommendation to reduce the inclusionary housing requirement (for projects not 
using Revenue Loss Offset) for the permanent IZ policy to 8% at 60% AMI until there are some successful examples 
of projects using IZ-TIF.  

Staff finds that the proposed amendments to the existing Inclusionary Housing will provide a greater number of 
mixed-income developments and a greater variety of options for providing on-site affordable units and 
compliance alternatives.  

How is the amendment consistent with the purpose of the zoning district(s) or ordinance chapter(s) being 
amended? 

The City’s authority to regulate new development to promote affordable housing is derived primarily from MN 
State Statutes Section 462.358 in the Municipal Planning Act. 

The purpose of Chapter 530 Site Plan Review is to promote development that is compatible with nearby 
properties, neighborhood character, natural features and plans adopted by the city council. Regulations governing 
inclusionary housing in Chapter 535 Regulations of General Applicability, are intended to promote affordable 
housing and to fulfill the goals of the city's housing policies, including providing moderately-priced housing in 
mixed-income developments. Staff finds that the proposed amendment is consistent with the spirt and intent of 
Chapter 530 and Chapter 535.  

Are there consequences in denying this amendment?  

                                                           
2 U.S. Census Bureau, American Community Survey 1-year estimates 
3 Cost burdened is defined as a spending greater than 30% of household income on housing.  
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The consequences of denying this zoning code text amendment will deprive the City of utilizing an additional tool 
to encourage production of affordable housing. While this zoning code amendment will not solve the City’s 
affordability problem by itself, it represents one additional tool as part of a comprehensive list of strategies. 

What adverse effects may result with the adoption of this amendment? 

The development community has expressed concern about the cost of providing affordable housing in what would 
otherwise be market-rate residential and mixed-use development. They have additionally stated concern about 
elements of the inclusionary housing analysis, qualifying for subsidy and the additional time to complete the 
process for subsidy, which further adds to the development costs of a project. City of Minneapolis CPED and 
Finance staff have worked together to streamline efforts to allow have a more efficient process for the application 
for subsidy so that there is potential to process concurrence with entitlements for land use and the construction 
permit.     

Affordable housing advocates argue that the proposed policy and ordinance do not go far enough in providing 
housing that is affordable to more Minneapolis households. The argument is that the City of Minneapolis Area 
Median Income is much lower than the Minneapolis-St. Paul-Bloomington Metropolitan Statistical Area and rents 
are therefore projected affordable rents will be higher and less attainable to residents with lower incomes. The 
proposed policy would give the developer three options for providing affordable units on-site – 8% of units at 60% 
AMI (no City financial assistance), 4% of the units at 30% AMI (no City financial assistance), or 20% of the units at 
50% AMI (with City financial assistance). 

It is a priority of the city to develop an inclusionary housing program that does not curtail the production of market 
rate housing. Staff recognizes that policies placing an increased burden on new housing production could 
negatively affect affordability. And it’s important to keep in mind that, under an inclusionary housing policy, the 
number of affordable units produced by the policy depends, in large part, on the number of market rate units 
being produced.  

How does the amendment relate to other City ordinances? 

Affordable housing is defined in section 520.160 of the zoning code and refers to ‘[r]esidential housing affordable 
to and occupied by households earning a percentage of the area median household income as specified in the 
Unified Housing Policy. Further, density bonuses that allow for a 20% increase in the gross floor area (G.F.A) are 
attainable in all of the districts where residential uses are permitted. Note that allowed floor area ratio (F.A.R.) 
and authorized bonuses will be reevaluated as part of upcoming work to implement the built form policies of 
Minneapolis 2040.  

What factors are influencing the timing of the proposed amendment? Why? 

An inclusionary zoning ordinance was introduced and referred to staff in 2016 and 2018, to further expand the 
City’s inclusionary housing policy and ultimately adopted by the City Council on December.  The City Council 
directed staff to develop a comprehensive inclusionary housing policy in 2019. 

The City engaged Grounded Solutions Network to explore policy options for a potential expanded inclusionary 
housing policy. The scope of work includes financial feasibility analyses to inform policy options, as well as policy 
research regarding national best practices, pros and cons of different policy choices, and case studies of three 
other cities’ policies. A team of City staff from Community Planning and Economic Development (CPED) Housing, 
Development Services, and Long-Range Planning, City Attorney's Office and Finance worked with the consultants 
on this report. Grounded Solutions Network solicited input from private developers and affordable housing 
advocates in this process. 
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The timing of this text amendment is supported with the parallel efforts to update the City’s Unified Housing Policy 
to inform a policy framework to be considered by the City Council concurrent with the Minneapolis 2040 
Comprehensive Plan and to support the affordable housing goals of the plan. 

Note that this ordinance is recommended to take effect on January 1, 2020. Applications submitted prior to that 
time will be subject to the regulations in place at the time of submittal of a complete application.  

How does the amendment compare to practices in other cities? 

The Grounded Solutions Network report provided three case studies in their report from 2018, for Washington, 
D.C., Chicago, IL and Seattle, WA. The full analysis can be found in the report online.  

Washington, D.C. 

Washington, D.C. enacted a mandatory inclusionary zoning program in 2006, which became effective in 2009. The 
program applies to projects of 10 units or more of new construction or buildings with 50% increased gross floor 
area, resulting in at least 10 dwelling units. The quantity of affordable units is based on a number of factors, 
including construction type, ownership or rental, and these projects receive a density bonus to off-set costs. The 
policy generally applies city-wide, however, there are locations where the IZ program would not make sense, 
including near their downtown and Union Station where development is maximized and neighborhoods near 
historic districts where increased density would not be compatible. The affordable units are required to remain 
affordable for the life of the project and Washington D.C. does not have an in-lieu fee option.  

As of September 30, 2017, 594 inclusionary units have been produced within 73 developments and another 797 
units are projected as of March 2018. A total of 14,419 dwelling units in 165 projects, over the same period have 
been constructed. Therefore, 10% of the new dwelling units since 2009 meet the affordable requirements in the 
IZ program (Grounded Solutions Network, 2018).  

Chicago, IL 

Chicago adopted the Affordable Requirements Ordinance in 2003 and applied to development receiving financial 
assistance or discounted land from the city, similar to the existing policy in Minneapolis. The ordinance was revised 
in 2007 to include projects that sought a rezoning to allow for residential uses, where previously prohibited and 
in planned unit developments within the downtown area. A minimum of 10% of the units are required to be 
affordable or 20% of the units, if the city is providing some form of financial assistance. The City of Chicago 
provides an option to pay a per-unit fee to the city’s Affordable Housing Opportunity Fund. From 2007 through 
the first quarter of 2018, the Affordable Requirements Ordinance applied to 162 projects and produced 596 units 
and collected $83 million in in-lieu fees  (Grounded Solutions Network, 2018). 

Seattle, WA 

Seattle instituted an incentive-based program in 1985 and switched to a mandatory affordable housing program 
in 2016. The affordable housing requirements are applied when either the City or a developer rezones property 
that increases the maximum height or floor area ratio permitted on the property. Affordability requirements are 
based on cost areas, determined by independent rental market survey data, the development capacity increase 
percentage and ownership or rental status. Housing provided through the performance option is required to 
remain affordable for 75 years. Seattle has set a goal of creating ‘at least 6,000 new rent- and income-restricted 
homes for low income people by 2025, or roughly 665 units per year’ (Grounded Solutions Network, 2018). 

How will this amendment implement the comprehensive plan? 

The amendment will implement the following applicable policies of The Minneapolis Plan for Sustainable Growth: 

Housing Policy 3.3: Increase housing that is affordable to low and moderate-income households. 

https://lims.minneapolismn.gov/Download/File/1540/Grounded%20Solutions%20Minneapolis%20Inclusionary%20Housing%20Report%20received%2009192018.pdf
http://www.ci.minneapolis.mn.us/cped/planning/cped_comp_plan_2030
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3.3.1 Continue to utilize housing development finance programs to foster growth in the city's 
affordable housing stock in all parts of the city. 

3.3.2 Utilize city housing resources and partnerships to preserve the affordability of existing 
affordable housing. 

3.3.3 Work to provide affordable housing for both rental and ownership markets at a broad range 
of income levels. 

3.3.4 Support policies and programs that create long-term and perpetually affordable housing units. 

3.3.5 Support the development of housing with supportive services that help households gain 
stability in areas such as employment, housing retention, parenting, and substance abuse 
challenges. 

3.3.6 Use planning processes, requests for proposals for city owned properties, and other 
community engagement processes to engage in dialogue with community participants about 
affordable housing and its compatibility with all Minneapolis neighborhoods. 

3.3.7 Increase low-income family access to ongoing rental assistance. 

3.3.8 Foster partnerships with housing developers, financial institutions, faith communities and 
others to extend the city’s capacity to create affordable housing. 

3.3.9 Partner with other municipalities, along with county, metropolitan, state and federal agencies 
and policymakers, to develop a regional strategy for increasing the supply of affordable 
housing, supported by a more predictable, long-term revenue stream. 

Housing Policy 3.6: Foster complete communities by preserving and increasing high quality housing 
opportunities suitable for all ages and household types. 

3.6.1  Promote the development of housing suitable for people and households in all life stages that 
can be adapted to accommodate changing housing needs over time. 

3.6.2  Promote housing development in all communities that meets the needs of households of 
different sizes and income levels. 

3.6.3  Maintain a healthy supply of multifamily ownership and rental housing, and promote the 
development of alternative forms of homeownership such as cooperative housing and 
cohousing. 

3.6.4  Provide and maintain moderate and high-density residential areas, as well as areas that are 
predominantly developed with single and two family structures. 

3.6.5  Promote accessible housing designs to support persons with disabilities and the elderly. 

3.6.6  Actively enforce anti-discrimination laws and act to promote Fair Housing practices. 

Economic Development Policy 4.8: Continue to pursue the removal of barriers that prevent residents from 
holding living wage jobs and achieving economic self-sufficiency. 

4.8.1 Improve the affordability and variety of housing choices for Minneapolis workers. 

 

The Minneapolis 2040 Plan will become effective on January 1, 2020. The amendment will implement the 
following applicable goals and policies of Minneapolis 2040: 

https://minneapolis2040.com/
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GOAL 1 - Eliminate disparities: In 2040, Minneapolis will see all communities fully thrive regardless of race, 
ethnicity, gender, country of origin, religion, or zip code having eliminated deep-rooted disparities in 
wealth, opportunity, housing, safety, and health. 

GOAL 3 - Affordable and accessible housing: In 2040, all Minneapolis residents will be able to afford and 
access quality housing throughout the city. 

 

POLICY 37 - Mixed Income Housing: Promote mixed-income development throughout the city. 

The development of new housing in Minneapolis is mostly occurring in amenity-rich areas with access to 
transportation choices, jobs, goods, services, and recreation. The cost of this new housing is typically out 
of reach for those making the city’s median household income. In Minneapolis, the median household 
income is $52,611 and the median family income is $72,970. The market alone will not deliver new 
affordable housing units to many of the city’s existing residents. Affordable housing is rental housing with 
rent and income restrictions (typically 60% of Area Median Income or below) or housing for 
homeownership with income restrictions (typically less than 80 percent of Area Median Income) as 
governed by local, state and federal housing assistance programs. This is in comparison to Housing 
Affordability, which is access to homeownership or rental options based on housing price relative to 
household income.  

City intervention may be needed throughout the city to support mixed-income housing, including both 
market rate and affordable housing, at all levels of affordability. 

ACTION STEPS 

The City will seek to accomplish the following action steps to promote mixed-income development 
throughout the city. 

Create and refine policies, programs, regulations, and other tools to develop mixed-income housing 
throughout the city for ownership and rental housing. 

Expand the City’s inclusionary housing policies to apply to newly constructed housing developments 
throughout the city and explore applying inclusionary housing policies to substantial housing 
rehabilitations. 

Cultivate a culture of mixed-income housing production. 

POLICY 36 - Innovative Housing Strategies & Data-Driven Decisions: Pursue innovative housing 
strategies to maximize the creation and preservation of affordable housing; use data and research to 
guide and evaluate housing priorities, policies, and programs. 

In recent years the City of Minneapolis has annually provided $10 million to aid in the production and 
preservation of affordable housing units. These City resources, coupled with state and federal resources, 
have not been enough to meet the minimum established housing goals set by the Metropolitan Council, 
the regional policy-making body, planning agency, and provider of essential services for seven counties in 
the Twin Cities metro, nor are they enough to meet the true demand for affordable housing in 
Minneapolis. More must be done. The City needs new and innovative strategies to successfully meet the 
Allocation of Affordable Housing Need goals set by the Metropolitan Council, as well as the affordable 
housing development and preservation goals of this comprehensive plan. 
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Access to data and the tools, staff, and resources needed to analyze that data to inform priorities, policies, 
and programs is paramount to achieving success in Minneapolis’ housing work. The City has access to 
companies and organizations, such as the University of Minnesota and others, that are conducting 
research in housing policy and programs, as well as harnessing new and existing data sets in innovative 
ways to better inform, evaluate, and understand existing conditions. 

ACTION STEPS 

The City will seek to accomplish the following action steps to pursue innovative housing strategies to 
maximize the creation and preservation of affordable housing; use data and research to guide and 
evaluate housing priorities, policies, and programs. 

Explore new strategies and tools to create and preserve affordable housing throughout the city, such as 
inclusionary zoning and naturally occurring affordable housing (NOAH) preservation. 

Continue to explore opportunities to expand and maximize local, regional, state, and federal affordable 
housing resources, partnerships, and tools. 

Engage in regional dialogue and collaboration to expand affordable housing resources and tools. 

Conduct and refresh housing market and needs analyses by real estate analysts on a regular basis. Use 
this information to establish programs and set priorities and targets geographically.  

Examine and review data to understand how areas of the city change and how that will affect public policy, 
including data such as the Center for Urban and Regional Affairs (CURA) healthy neighborhood indicators, 
rates of tax delinquency and foreclosure, building permit activity, vacant property lists, sales prices, and 
ownership tenure. 

Maintain a local affordable housing database as a tool for studying trends over time in the development 
of affordable and mixed-income housing projects. 

Incorporate community engagement in housing research and data analysis. 

Develop competitive selection criteria to prioritize the greatest needs in the allocation of affordable 
housing resources, expanding housing choice and preventing housing displacement throughout the city.  

Coordinate with the Results Minneapolis team to create a methodology for measuring the success of the 
2040 Plan. Establish measurable goals for equity and affordable housing and report annually.  

Establish specific affordable housing goals for all neighborhoods.  

Prioritize data driven narratives in policy making. 

RECOMMENDATIONS 

The Department of Community Planning and Economic Development recommends that the City Planning 
Commission and City Council adopt staff findings to amend Title 20 of the Minneapolis Code of Ordinances, as 
follows, and further recommends that Chapters 520 and 525 be returned to the author: 

A. Text amendment to Inclusionary Housing. 
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Recommended motion: Approve the text amendment to amend regulations related to Inclusionary 
Housing: 

Chapter 530 related to the Zoning Code: Site Plan Review 
Chapter 535 related to the Zoning Code: Regulations of General Applicability 
 

ATTACHMENTS 

1. Ordinance amending Chapter 530 related to the Zoning Code: Site Plan Review 
2. Ordinance amending Chapter 535 related to the Zoning Code: Regulations of General Applicability 
3. Draft updates to the Unified Housing Policy 
4. Grounded Solutions Network Presentation 
5. Public Comments 



ORDINANCE 
 

By Bender and Schroeder 
 
Amending Title 20 of the Minneapolis Code of Ordinances relating to Zoning Code.  
 
The City Council of the City of Minneapolis do ordain as follows:  
 
Section 1. That Section 530.90 contained in Chapter 530, Site Plan Review, be amended to read as follows: 
 
530.90. Conditions and guarantees for site plan review. (a) In general. The city planning commission or zoning 
administrator may impose such conditions on any proposed site plan and require such guarantees as it deems 
reasonable and necessary to protect the public interest and to ensure compliance with the standards and purposes 
of this zoning ordinance and the applicable policies of the comprehensive plan. 
 
(b) Performance bond or letter of credit. The city planning commission or zoning administrator may require a 
performance bond or letter of credit to be supplied by the applicant guaranteeing completion of required site 
improvements as a condition of site plan approval. The amount of such bond shall be set at one hundred twenty-
five (125) percent of the estimated cost of the improvements. 
 
(c) Inclusionary housing. Approval of a site plan review application for any building or use subject to the inclusionary 
housing requirements of Chapter 535, Regulations of General Applicability, shall be conditioned upon compliance 
with the inclusionary housing requirements specified in the City’s Unified Housing Policy in effect on the date a 
complete site plan review application is submitted. 
 
Section 2. That Section 535.930 contained in Chapter 535, Regulations of General Applicability, be 
amended to read as follows: 
 
535.930. - Purpose. Regulations governing inclusionary housing are intended to promote affordable housing and to 
fulfill the goals of the city's housing policies, including providing moderately-priced housing in mixed-income 
developments that would exceed the residential density or development capacity of the primary zoning district 
increasing access to affordable housing and promoting mixed income communities throughout the city. 
 
Section 3. That Section 535.940 contained in Chapter 535, Regulations of General Applicability, be 
amended to read as follows: 
 
535.940. - Applicability. (a) In general. Dwelling units complying with the affordability standards indicated in this 
article shall be provided in conjunction with any of the following applications:  
 
(1) Zoning amendment of any property from a district that does not allow multiple-family dwellings to a 
primary or overlay zoning district that allows multiple-family dwellings.  
 
(2) Zoning amendment, variance, density bonus, or other application or combination of applications that 
would increase the allowed residential or mixed use floor area of the land area in question by sixty percent 
(60%) or more compared to the floor area allowed on the same property or properties prior to the 
application(s).  
 
Approval of any site plan review application to allow a building or use containing twenty (20) or more new or 
additional dwelling units, including multiple-family dwellings, cluster developments, and planned unit 
developments, shall be conditioned upon compliance with the inclusionary housing requirements specified in the 
City’s Unified Housing Policy in effect on the date a complete site plan review application is submitted. 



 
(b) Affordability standards. The minimum percentage of dwelling units subject to the affordability 
standards, percentage rate of area median household income, and minimum number of years that the 
affordable housing units shall remain affordable shall be required as specified in the Unified Housing 
Policy.  
 
(c) (b) Exceptions.  
 
(1) In general. Any multiple-family dwellings residential uses exempt as specified in the Unified Housing 
Policy. 
 
(2) Multiple-family dwellings in the R3 and R4 Multiple-Family Districts. Multiple-family dwellings in the 
R3 and R4 Multiple-Family Districts shall be exempt from the requirements of this article except where an 
application for variance and/or density bonus is approved to exceed the maximum floor area in the R3 or 
R4 Districts by sixty percent (60%) or more.  
 
(2) Extraordinary circumstances. The city council shall have the authority to grant exemptions from inclusionary 
housing requirements where it finds extraordinary circumstances and sufficient public benefit to justify the 
exemption. 
 
(3) Zoning amendment without proposed residential uses. Applications for zoning amendment outlined by 
this section that are not accompanied by a proposed multiple-family residential use shall be exempt from 
the requirements of this article provided that any land use application with a multiple-family use within 
three (3) years of approval of the rezoning shall be subject to the requirements of this article. 
 
(c) Phased implementation.  
 
(1) Residential uses with twenty (20) to forty-nine (49) units. The applicability of inclusionary housing requirements 
to developments with not less than twenty (20) but no more than forty-nine (49) dwelling units shall be delayed in 
a manner specified in the Unified Housing Policy. 
 
(2) Residential condominiums. The applicability of inclusionary housing requirements to individually-owned dwelling 
units, such as condominiums or for-sale townhomes, shall be delayed in a manner specified in the Unified Housing 
Policy. 
 
Section 4. That Section 535.950 contained in Chapter 535, Regulations of General Applicability, be and is 
hereby repealed. 
 
535.950. - Computation of affordable dwelling units. Where determination of the number of affordable dwelling 
units results in a fractional unit, any fraction of one-half (½) or less may be disregarded, while a fraction in excess of 
one-half (½) shall be counted as one (1) dwelling unit.  
 
Section 5. That Section 535.960 contained in Chapter 535, Regulations of General Applicability, be 
amended to read as follows: 
 
535.960. 535.950. - Recording of site plan approval. All final site plan approvals subject to conditions of inclusionary 
housing shall be filed with the Office of the Hennepin County Recorder or Registrar of Titles and evidence of proper 
filing shall be submitted to the zoning administrator prior to the issuance of any building permits. Evidence of proper 
filing and selection of a compliance option available under the City’s Unified Housing Policy shall be submitted to the 
zoning administrator prior to the issuance of any building permits. Evidence of compliance with the City’s Unified 



Housing Policy shall be submitted to the zoning administrator prior to the issuance of any relevant certificate of 
occupancy. 
 
Section 6. That Section 535.970 contained in Chapter 535, Regulations of General Applicability, be 
amended to read as follows: 
 
535.970. 535.960. - Effective date. The effective date for Article XIV, Inclusionary Housing shall be January 
1, 2019. Any application for land use or preservation approval that is deemed complete before the 
effective date shall be exempt from the provisions of this article. The effective date of these ordinance 
amendments herein described shall be January 1, 2020. Any application for land use or preservation 
approval that is deemed complete prior to the effective date of this ordinance shall be subject to the 
applicable inclusionary housing regulations in effect at the time of application.  
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City of Minneapolis, Minnesota 

Interim Inclusionary Zoning 
Tax Increment Financing Policy for Revenue Loss Offset Assistance Policy 

The City of Minneapolis has recognized the need to increase the number of housing units in the City that 
are affordable to low and moderate-income households.  Pursuant to Minneapolis Code of Ordinances, 
Title 20, Article XIV (the “Inclusionary Zoning Ordinance”), the City has adopted an interim Inclusionary 
Housing Zoning Code Text Amendment, whereby any multiple-family residential rental development 
that is not presently allowed by zoning,of 20 or that requires an increase in development capacity of 
more than 60% residential units seeking site plan approval from the City of whatMinneapolis  would 
otherwise be allowedrequired to comply with the City of Minneapolis’ Unified Housing Policy (“UHP”).  
Options for such development, would require at least 10% of the total dwelling units to be affordable to 
and occupied by households at or below 60% of area median income.  Alternatively,compliance with the 
UHP include options that allow the developer may elect to provide at least 20% of the total dwelling 
units as affordable to and occupied by households at or below 50% of area median income, in which 
caseto access City financial assistance may be available from the City to offset revenue loss. related to 
compliance.  This Interim Inclusionary Zoning Tax Increment Policy for revenue loss offset 
assistanceRevenue Loss Offset Assistance Policy is intended to accomplish the following purposes: 

• to inform developers of the availability of tax increment financing (“TIF”) and other financial 
assistance to facilitate inclusionary zoning and the rules that will apply to the granting of TIF 
assistance for that purpose (“IZ TIF”); and 

• to guide staff in forming recommendations regarding the use of IZ TIF and negotiating contract 
terms with developers. 

 
The City’s standard Tax Increment Financing Policy, which was approved by the Minneapolis City Council 
on April 2, 2005, remains the governing tax increment financing policy for all developments seeking TIF 
assistance outside the context of the Inclusionary Zoning Ordinance. 
 

I. Applicability and Minimum Development Size.  Revenue loss offset assistance pursuant to this 
policy is only available to a development that: 

(a) is subject to the Inclusionary Zoning Ordinance; 

(b) has made the election that at least 20% of the total dwelling units in such development 
will be affordable to and occupied by households at or below 50% of area median 
income for a minimum of 30 years (the “IZ 20% Election”); 

(c) has at least 10 units meeting the restrictions described in Section I(b) above; and  

(d) has no more than 20% of the square footage of any building receiving IZ TIF assistance 
being utilized for non-residential use. 

 
If a development meets the requirements of Section I(a) and (b) above, but has less than 10 
units meeting the restrictions described in Section I(b) above and/or more than 20% of the 
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square footage in the building is being used for non-residential purposes, City staff will 
evaluate the need for and availability of financial assistance to such development and may 
make alternatively sourced financial assistance recommendations to the City Council as 
appropriate. 
 

II. Amount of Revenue Loss Offset Assistance.  Upon approval of the City Council, a development 
meeting the requirements of Section I above (an “IZ-Assisted Development”) will be provided 
IZ TIF assistance in an amount determined by the City as needed to offset the revenue loss 
resulting from the IZ 20% Election (the “Revenue Loss Offset”).  The Revenue Loss Offset 
assistance is not intended to make the developer of an IZ-Assisted Development “whole” or to 
fully compensate them for the cost of adding affordable units to their projects.  The Revenue 
Loss Offset assistance is intended to ensure an IZ-Assisted Development remains financially 
feasible to develop.   
 
II. Sizing of the Revenue Loss Offset assistance will depend upon the specifics of each 
project.  Available tax increment (“ATI”) is equal to the tax increment revenue generated by a 
housing TIF district, as defined in Minnesota Statutes, § 469.174, subd. 11, and received by the 
City from Hennepin County less a 10% City administrative fee.  The maximum amount of 
annual ATI revenue that will be disbursed by the City to the developer each year for the life of 
the TIF district is determined upfront and is the lesser of the following three amounts: 

(a) the projected amount of ATI in the first full year of tax increment collection, divided by a 
coverage factor (e.g., 1.15%) as required by the developer’s tax increment lender.  In all 
cases, the City will retain any annual excess tax increment amount attributable to the 
coverage factor required by the developer’s tax increment lender; 

(b) the amount of ATI needed to offset all or a portion of the lost rental revenue resulting 
from including the affordable units, thereby restoring the project’s financial feasibility.  
City staff will use generally acceptable industry standards, methodologies, and levels 
(e.g., yield on cost, return on equity, etc.) as established from time to time by the City’s 
Finance Officer to determine financial feasibility; and  

(c) the projected amount of ATI that amortizes a TIF loan equal to the combined decrease 
in the first mortgage loan and equity that results from including the affordable units. 

 
III. Qualification of Revenue Loss Offset Assistance.  All ATI revenue distributed by the City to the 

developer must be qualified as reimbursing the developer for the costs of construction of 
affordable housing.   
 

IV. Applicability of City Policies.  An IZ-Assisted Development receiving Revenue Loss Offset 
assistance pursuant to this policy must comply with the Prevailing Wage Policy for real estate 
developments assisted by CPED, provided that contractors will be required to retain records of 
compliance but will not be required to submit certified payroll into the City’s on-line database.    
 
All developers and contractors building projects in the City of Minneapolis are encouraged to 
use good faith efforts to comply with all other hiring and contracting policies and ordinances 
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that would otherwise apply to City-assisted development.  Unless such development is 
receiving other City-financial assistance or is purchasing all or a portion of the development 
site from the City, however, this policy shall supersede all developer contracting and hiring 
policies and ordinances that apply to City-assisted development.    
 
An IZ-Assisted Development receiving Revenue Loss Offset assistance pursuant to this policy 
will not be required to have Minneapolis Development Finance Committee review. 
 

V. Process: 

Step 1: Developer submits a completed IZ TIF Revenue Loss Offset application to Community 
Planning and Economic Development (“CPED”) staff. 

Step 2: CPED and Finance/ & Property Services (“FPS”) staff perform a preliminary financial 
analysis of the application, determine applicability of this policy and maximum 
Revenue Loss Offset assistance amount if appropriate, and inform the developer of 
the results of the financial analysis. 

Step 3: Developer verifies IZ 20% Election, and informs CPED staff. 

Step 4: CPED Director and Finance Officer authorize staff to begin the IZ TIF approval process 
for the IZ-Assisted Development. 

Step 5: FPS staff prepare the IZ TIF Plan and begin the statutory TIF approval process. 

Step 6: City Council votes on approval of the IZ TIF Plan and the amount of IZ TIF assistance to 
the IZ-Assisted Development1. 

Step 7: City and developer execute a development agreement specifying the terms of the IZ 
TIF assistance. 

Step 8: Developer records Affordable Housing Declaration and City issues IZ TIF Note in 
accordance with the terms of the development agreement.  Developer pays the IZ TIF 
Note Origination fee as required by the City’s Public Financial Assistance Fee Policy. 

 
VI. Fees.  IZ-Assisted Developments that receive an award of Revenue Loss Offset assistance 

pursuant to this policy shall pay the fees required by the City’s Public Financial Assistance Fee 
Policy in effect at the time of submittal of an IZ TIF Revenue Loss Offset application. 
 

VII. Pay-Go IZ TIF Note.  AllDebt.  Revenue Loss Offset TIF assistance provided pursuant to this 
policy shall be providedcovered under a development agreement and provided primarily 
through the City’s issuance of a pay-as-you-go TIF note to the developer in substantially the 
form attached as Attachment A (the “IZ TIF Note”). 
 

                                                           
1 This policy does not commit the City to approving any particular application for Revenue Loss Offset assistance.  
The City reserves the right to reject any IZ TIF Revenue Loss Offset Application and terminate the City’s review and 
approval process at any time.   
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If the annual amount calculated in Section II(a) is less than amounts calculated in Sections II(b) 
and II(c), and the maximum TIF loan that the developer’s tax increment lender will provide 
does not completely close the development gap resulting from the restrictions in Section I(b), 
then the City shall consider lending additional funds to the developer through the issuance of 
a pay-as-you-go subordinated TIF loan (the “Subordinated IZ TIF Loan”).  In this case, the 
Subordinated IZ TIF Loan shall be payable solely from any semi-annual surplus tax increment 
revenue that remains after first paying the semi-annual payments due on the IZ TIF Note. 
 

VIII. Additional Financial Assistance.  If City staff determines that the maximum IZ TIF Debt is in 
sufficient to achieve project feasibility, then the City will consider providing additional 
financial assistance.  If applicable, the form and amount of this additional assistance will be 
determined by staff and approved by the City Council.  If all of the financial assistance 
provided under this Revenue Loss Offset Policy is insufficient to achieve project feasibility, 
then staff may recommend to the City Council a reduction in the IZ requirements as 
determined in the discretion of the City.   
 

VIII.IX. Declaration of Affordable Housing Covenants.  As a condition to receiving the Revenue 
Loss Offset assistance, the developer shall provide documentation to the City that a 
declaration of affordable housing covenants in substantially the form attached as Attachment 
B  (the “IZ Declaration of Affordable Housing Covenants”) has been properly filed against the 
IZ-Assisted Development with the Office of the Hennepin County Recorder or Registrar of 
Titles, as appropriate, which shall include affirmative marketing requirements and 
requirements to accept rental housing assistance payments. 
 

IX.X. Recapture.  The City will only pursue recapture of TIF assistance provided pursuant to this 
policy to the extent that the City is required to refund tax increment to Hennepin County as a 
result of a default under the IZ Declaration of Affordable Housing Covenants or because of a 
property tax refund. 
 

X.XI. Pooling.  Whenever possible, new TIF districts established pursuant to this policy will be 
structured to support additional affordable housing that is located outside the TIF district.  
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ATTACHMENT A 

FORM OF IZ TIF NOTE  

 

 

UNITED STATES OF AMERICA 

STATE OF MINNESOTA 

COUNTY OF HENNEPIN 

CITY OF MINNEAPOLIS 

 

INCLUSIONARY ZONING 

TAX INCREMENT LIMITED REVENUE NOTE 

(___________ Project) 

(__________________ [Address of Project]) 

 

 

 The City of Minneapolis (the "City"), hereby acknowledges itself to be obligated and, for value 
received, promises to pay to the order of____________________________, a ___________ 
_____________________ (the "Developer"), solely from the source, to the extent, and in the manner 
hereinafter provided, the principal amount of this Note, being _________________ 
________________________________ and No/100 Dollars ($________________) or such lesser amount 
as may equal the certified Housing Project Costs as described in Section _____ of the Contract, with 
interest at the Note Rate, in the installments specified in this Note, on the Payment Dates.  

 

 Capitalized terms not defined elsewhere in this Note shall have the meanings below: 

 

“Available Tax Increment” means the Gross Tax Increment received by the City from Hennepin 
County during the period preceding each semi-annual Payment Date, less (i) the amount of tax 
increment, if any, which the City must pay to the school district, the county and the state 
pursuant to Minnesota Statutes, Sections 469.177, Subds. 9 and 11; 469.176, Subd. 4h; and 
469.175, Subd. 1a, as the same may be amended from time to time, (ii) actual administrative 
costs of the City in an amount not to exceed 10% of Gross Tax Increment. 
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“Certificate of Completion” means a Certificate issued by the City to the Developer pursuant to 
Section ____ of the Contract certifying that the Development Project has been substantially 
completed and the Housing Project Costs have been incurred. 

 “Contract” means that certain Development Contract between the City and the Developer, 
dated _______________, 20___. 

“Declaration of Affordable Housing Covenants” means the IZ Declaration of Affordable Housing 
Covenants dated of even date with this Note executed by the Developer in favor of the City and 
filed against the Property. 

“Development” means new construction of ___ rental housing units, no more than __________ 
square feet of commercial space, ___ parking spaces, and related improvements as described in 
the Contract. 

"District" means the ______________ Tax Increment Financing District established by the City 
as a housing district pursuant to the Tax Increment Financing Act to aid in financing the 
Development. 

“Gross Tax Increment” means that portion of the property taxes generated by the Property and 
Development that is received by the City from Hennepin County as tax increment revenue under 
the Tax Increment Financing Act. 

“Housing Project Costs” means actual costs of constructing the Development, which cannot 
exceed $_____________ and must be approved by the City pursuant to the Contract. 

“IZ TIF Note Repayment Schedule” means the IZ TIF Note Repayment Schedule attached hereto 
as Exhibit B, which shows the semi-annual payments of tax increment that fully amortize this 
Note.   

 "Maturity Date" means the earlier of (i) February 1 of the year following the final year of Tax 
Increment collection from the District; and (ii) the date when the principal and interest amount 
of this Note has been paid in full. 

 "Note Rate" means ________________ percent (_____%) per annum, calculated and paid 
semi-annually on each Payment Date based on a 30-day month/360-day year. 

"Payment Date" means August 1 of the year of first tax increment collection from the District 
and each February 1 and August 1 thereafter until the Maturity Date, provided that in no event 
will any payment date occur before the City’s issuance of the Certificate of Completion under 
the terms of the Contract. 

“Property” means the real property legally described in the attached Exhibit A, upon which the 
Development will be constructed. 
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“Semi-Annual TI Shortfall” means the amount by which Available Tax Increment received by the 
City for the semi-annual period preceding each Payment Date is less than the TIF payment 
amount shown on the IZ TIF Note Repayment Schedule for the applicable Payment Date. 

“Semi-Annual TI Surplus” means the amount by which Available Tax Increment received by the 
City for the semi-annual period preceding each Payment Date is greater than the TIF payment 
amount shown on the IZ TIF Note Repayment Schedule for the applicable Payment Date. 

"Tax Increment Financing Act" means Minnesota Statutes, Section 469.174-469.1799, as 
amended, or any successor statutes applicable to the District. 

On each Payment Date, the City shall pay the Developer an installment equal to the lesser of (i) 
the Available Tax Increment for the semi-annual period preceding the Payment Date and (ii) the TIF 
payment amount that appears on the IZ TIF Note Repayment Schedule for the applicable Payment Date.  
Any Semi-Annual TI Surplus will first be used to reimburse the Developer for any prior Semi-Annual TI 
Shortfall amounts that have not been previously reimbursed.  No interest shall accrue on any prior Semi-
Annual TI Shortfall amounts.  Any remaining Semi-Annual TI Surplus shall be retained and used by the 
City as permitted by the Tax Increment Financing Act and the District.  The City is not obligated to retain 
and use Semi-Annual TI Surplus to reimburse the Developer for any future Semi-Annual TI Shortfalls. 

If, after issuance of the Certificate of Completion the Developer is in default under the 
Declaration of Affordable Housing Covenants, and, after notice by the City to the Developer as provided 
in Section ___ of the Declaration of Affordable Housing Covenants, such default has not been cured 
within the time period provided in the Declaration of Affordable Housing Covenants (an “Event of 
Default”), then the City may suspend payment on this Note until the Event of Default is cured or the 
City’s obligations under this Note are terminated.  If payments are suspended due to an Event of Default 
under the Declaration of Affordable Housing Covenants, the City is not obligated to pay to the Developer 
the amount of the suspended payments that would otherwise have been paid to the Developer 
between the date the payment is suspended and the date the Event of Default is cured.  Further, the 
City reserves the right to seek repayment of any payments previously made during a period when the 
Developer was in default under the Declaration of Affordable Housing Covenants or due to a property 
tax refund if the City is required to repay tax increment to Hennepin County as a result of such default or 
refund.  To the extent that on any Payment Date there is insufficient Available Tax Increment to make a 
full scheduled payment, such failure to make a full scheduled payment shall not constitute a default 
under this Note.   

 On the Maturity Date, this Note shall be deemed paid in full and the City shall have no further 
obligation under this Note even if the aggregate of the tax increment that has actually been paid to the 
Developer on each Payment Date is less than the full principal and interest amount of this Note. This 
Note may be prepaid in full or in part at any time without penalty. 

 Each payment on this Note is payable in any coin or currency of the United States of America 
which on the date of such payment is legal tender for public and private debts and shall be made by wire 
transfer, check or draft made payable to the Developer and mailed to the Developer at 
______________________________________________, or such other address as the Developer shall 
provide in writing to the City's notice address as set forth in the Contract. 
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 The Note is a special and limited obligation and not a general obligation of the City, which has 
been issued by the City pursuant to and in full conformity with the Constitution and laws of the State of 
Minnesota, including Minnesota Statutes, Section 469.178, subdivision 4, to aid in financing a "project", 
as therein defined, of the City consisting generally of defraying certain costs incurred by the Developer 
within and for the benefit of the Development. 

 THE NOTE IS NOT A DEBT OF THE STATE OF MINNESOTA (THE "STATE"), OR ANY POLITICAL 
SUBDIVISION THEREOF, INCLUDING THE CITY OF MINNEAPOLIS, MINNESOTA, EXCEPT THAT THE CITY 
SHALL BE OBLIGATED TO MAKE PAYMENTS FROM AVAILABLE TAX INCREMENT AS SET FORTH HEREIN, 
AND NEITHER THE STATE NOR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE CITY, SHALL BE 
LIABLE ON THE NOTE, EXCEPT FOR THE CITY'S OBLIGATION TO MAKE PAYMENTS FROM AVAILABLE 
TAX INCREMENT AS SET FORTH HEREIN, NOR SHALL THE NOTE BE PAYABLE OUT OF ANY FUNDS OR 
PROPERTIES OTHER THAN AVAILABLE TAX INCREMENT AS SET FORTH HEREIN.  

 This Note shall not be transferred to any person, unless the City has been provided with an 
opinion of counsel acceptable to the City that such transfer is exempt from registration and official 
statement delivery requirements of federal and applicable state securities law and an investment letter 
reasonably acceptable to the City. 

 This Note shall not be payable from or constitute a charge upon any funds of the City, and the 
City shall not be subject to any liability hereon or be deemed to have obligated itself to pay hereon from 
any funds except the Available Tax Increment, and then only to the extent and in the manner herein 
specified.   

 The Developer shall never have or be deemed to have the right to compel any exercise of any 
taxing power of the City or of any other public body, and neither the City nor any person executing or 
registering this Note shall be liable personally hereon by reason of the issuance of registration thereof or 
otherwise. 

 IT IS HEREBY CERTIFIED AND RECITED that all acts, conditions and things required by the 
Constitution and the laws of the State of Minnesota to be done, to have happened, and to be performed 
precedent to and in the issuance of this Note have been done, have happened, and have been 
performed in regular and due form, time, and manner as required by law; that this Note is issued 
pursuant to the Tax Increment Act; and that this Note together with all other indebtedness of the City 
outstanding on the date hereof and on the date of its actual issuance and delivery, does not cause the 
indebtedness of the City to exceed any constitutional or statutory limitation thereon. 

 

(Signature page follows.) 



 

IN FURTHERANCE WHEREOF, the City of Minneapolis, by action of its City Council, has caused this Note 
to be executed by the manual signature of its Finance Officer, and has caused this Note to be dated 
_____________, 20___. 

 

 

CITY OF MINNEAPOLIS  

 

 

By   

      ______________________ 

       Its Finance Officer 

 

 

 

 

Approved as to form: 

 

_______________________ 

Assistant City Attorney 
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EXHIBIT A TO INCLUSIONARY ZONING TIF NOTE 

 

Description of the Property 

 

______________________________________________________, Hennepin County, Minnesota 
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EXHIBIT B TO INCLUSIONARY ZONING TIF NOTE  

 

IZ TIF Note Repayment Schedule 
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ATTACHMENT B 

Form of IZ Declaration of Affordable Housing Covenants 

  

 

INCLUSIONARY ZONING 

DECLARATION OF AFFORDABLE HOUSING COVENANTS 

 

By  

 

___________________________________________ 

 

in favor of the 

 

CITY OF MINNEAPOLIS 

 

 

Dated as of:  ________________, 20____ 

 

Relating to the: 

______________________ Project 

 

  

This instrument was drafted by: 

Minneapolis City Attorney's Office (____) 

Crown Roller Mill, Suite 200 

105 Fifth Avenue South 

Minneapolis, Minnesota 55401-2534 

(612) 673-_____ 
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 THIS INCLUSIONARY ZONING DECLARATION OF AFFORDABLE HOUSING COVENANTS, is made on or 
as of the ________ day of _______________, 20____, by _____________ _____________________, a 
___________________________ (“Developer”), having its offices at 
_________________________________________________________, in favor of the City of Minneapolis, a 
Minnesota municipal corporation (“City”). 

W I T N E S S E T H : 

 WHEREAS, Developer and City have entered into that certain Inclusionary Zoning Development 
Contract dated _______________________, 20___ (the "Development Contract"), pursuant to which the City 
agreed to permit [a multi-family residential rental development not previously allowed by zoning /an 
increase in development capacity of more than 60% of what would otherwise be allowed for a development 
{choose one}] and provide tax increment assistance of significant value; and 

 WHEREAS, pursuant to the Development Contract, Developer is obligated to cause construction of 
_____ rental housing units (the “Project”) on the property described in Exhibit A attached hereto (the 
“Property”) and to cause this Declaration to be recorded against the Property, imposing the affordability 
covenants set forth below; and 

 WHEREAS, Developer hereby acknowledges that the zoning approvals and financial assistance making 
possible the construction of the Project is sufficient consideration for executing and filing this Declaration; and 

 WHEREAS, capitalized terms in this Declaration have the meaning provided in the Development 
Contract, unless otherwise defined herein. 

 NOW, THEREFORE, in consideration of the premises and covenants hereinafter set forth, and of other 
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Developer agrees as 
follows: 

 SECTION 1.  Definitions. 

 In this Declaration, unless a different meaning clearly appears from the context: 

AFFIRMATIVE MARKETING PLAN –A written plan approved by City that describes the affirmative 
marketing steps Developer will take to market the Affordable Units to renters in minority groups who 
are not likely to seek rental opportunities in the Project. 

AFFORDABILITY PERIOD – A period commencing on the Completion Date and continuing for 30 years. 

AFFORDABLE UNITS– _____________ (___) rental housing units in the Project, specifically _____ (___) 
studio units, _______ (___) one-bedroom units, ________ (___) two-bedroom units and __________ 
(___) three-bedroom units. 

ANNUAL INCOME – “Annual Income,” as defined at 24 CFR 5.609, which is the definition used for the 
“Section 8” program. 

APARTMENT UNITS –  ________ (_____) rental housing units and related improvements on the 
Property according to plans and specifications approved by the City. 
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CITY – The City of Minneapolis. 

COMPLETION DATE – The date when construction of the Apartment Units upon the Property is 
completed and City has issued a certificate of occupancy for the Project. 

COMPLIANCE MANUAL – The City of Minneapolis Inclusionary Zoning Compliance Manual for Owners 
and Managers of Affordable Rental Housing Units in effect as of the date of the Development Contract. 

ELIGIBILITY CERTIFICATION – A Certification of Tenant Eligibility substantially in the form attached as 
Exhibit C hereto or in such other form as may be approved by City, in which the prospective Qualifying 
Tenant certifies as to Annual Income. 

HUD – The United States Department of Housing and Urban Development. 

MEDIAN FAMILY INCOME – The "Median Family Income" as most recently established by HUD for the 
Minneapolis/St. Paul standard metropolitan statistical area, adjusted for family size. 

OTHER DOCUMENTS – Any agreement or deed containing covenants, conditions, or restrictions for the 
benefit of City, including any Development Contract or other agreement between City and Developer. 

OVER-INCOME HOUSEHOLD – A household that was a Qualifying Tenant at the time tenancy 
commenced, but whose income over time exceeds one hundred and forty percent (140%) of the 
maximum income allowed for a Qualifying Tenant.  

PROJECT – The Property and the Apartment Units. 

PROPERTY – The real property located in Hennepin County, Minnesota, and legally described on 
Exhibit A attached hereto and made a part hereof. 

QUALIFYING TENANTS – Those persons and families who shall be certified from time to time by 
Developer to have combined adjusted Annual Income that does not exceed ____% [insert 50% or 60%] 
of the Median Family Income for the applicable calendar year.  For purposes of this definition, the 
occupants of an Affordable Unit shall not be deemed to be Qualifying Tenants if all the occupants of 
such residential unit at any time are “students,” as defined in Section 151(c)(4) of the Internal Revenue 
Code of 1986, as amended (the “Code”), not entitled to an exemption under the Code. 

UTILITY PAYMENTS – Actual utility payments or a Utility Allowance paid by a tenant of an Affordable 
Unit, excluding telephone. 

UTILITY ALLOWANCE – A utility allowance determined by City to be reasonable. 

 

 SECTION 2.  Representations. 

 Developer represents to and for the benefit of City, that Developer has duly authorized, executed and 
delivered this Declaration pursuant to proper authorization therefor; that this Declaration constitutes a valid and 
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binding obligation of Developer, enforceable in accordance with its terms, except only as such enforceability 
may be limited by bankruptcy, moratorium, reorganization or other laws, or principles of equity affecting 
creditors' rights and that the execution and delivery of this Declaration does not constitute a breach, violation or 
default under any law, regulation, order, judgment or ruling binding upon such party, or a default under any 
indenture, mortgage, agreement or other instrument to which Developer is subject or by which it or the Property 
is bound. 
 

 SECTION 3.  Restrictions on Use. 

A. Developer agrees to develop, operate and manage the Project, including the Affordable Units, 
according to the terms of this Declaration for the duration of the Affordability Period. 

 
B. During the Affordability Period, this Declaration shall constitute covenants running with the 

land and be binding on the successors and assigns of Developer and on all parties having or 
acquiring any rights, title, or interest in the Project. 

 

C. Rental of the Project shall be in accordance with the following: 

(a) All of the Affordable Units shall be occupied by Qualifying Tenants and shall bear rents 
not greater than 30% of the adjusted income of a family whose gross income equals 
50% of the Median Family Income adjusted by Section 3(C)(d) charges paid by the 
Qualifying Tenant.  

(b) The initial rent schedule for the Affordable Units is attached hereto as Exhibit B.  In no 
event will City require the Affordable Unit gross rents to be set lower than the rents 
listed on Exhibit B. 

(c) Developer may not refuse to lease an Apartment Unit in the Project to a prospective 
tenant because the prospective tenant is a Section 8 certificate or voucher holder, or a 
participant in any other tenant-based assistance program. 

(d) City may review and approve rents and other charges or allowances annually for 
consistency with this Declaration.  The limitations on rents imposed by this Section 3 
includes rent, services and Utility Payments or monthly allowances for services and 
other non-optional charges.  Developer must provide tenants with not less than 30 
days prior written notice of increases in rents. 

(e) The determination of whether an individual or family is a Qualifying Tenant shall be 
made at the time the tenancy commences and on an ongoing basis thereafter, 
determined annually, in accordance with the Compliance Manual.  If, during the 
tenancy, a Qualifying Tenant’s income exceeds one hundred forty percent (140%) of 
the maximum income allowed for a Qualifying Tenant at the point of an annual 
Eligibility Certification, Developer must evict such Over-Income Household upon ninety 
(90) days written notice, unless after such determination, but before the next annual 
Eligibility Certification, any Apartment Unit of comparable or smaller size but with the 
same number of bedrooms as the Affordable Unit with the Over-Income Household is 
occupied by a new Qualifying Tenant (the “Next Available Unit Rule”)..   
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(f) (1) All leases of Affordable Units shall contain clauses, among others, wherein 
each individual tenant: (i) certifies the accuracy of the statements made in its 
application and Eligibility Certification (as defined in Section 4 hereof); and (ii) 
agrees that the family income at the time the lease is executed shall be 
deemed substantial and material obligation of the tenant’s tenancy, that the 
tenant will comply promptly with all requests for income and information 
relevant to determining low or moderate income status from Developer or 
City, and that the tenant’s failure or refusal to comply with a request for 
information with respect thereto shall be deemed a violation of a substantial 
obligation of the tenant’s tenancy; 

 (2) The form of lease to be utilized by Developer in renting any Affordable Units in 
the Project to any person who is intended to be a Qualifying Tenant shall 
provide for termination of the lease and consent by such person to eviction 
upon 30 days’ notice for failure to qualify as a Qualifying Tenant as a result of 
any material misrepresentation made by such person with respect to the 
Eligibility Certification defined below or upon ninety (90) daysdays’ notice for 
being an Over-Income Household unless Developer opts to comply with the 
Next Available Unit Rule. 

(g) Developer shall retain all records related to compliance with this Declaration for a 
minimum of six (6) years after termination of the Affordability Period.  Developer shall 
permit any duly authorized representative of City to inspect the books and records of 
Developer related to compliance with this Declaration.  Developer also agrees to 
provide City, upon request, copies of any leases for the Affordable Units and access to 
the Project and Affordable Units for on-site inspections.  Developer agrees to submit 
any other information, documents or certificates requested by City which City deems 
reasonably necessary to substantiate continuing compliance with the provisions 
specified in this Declaration. 

(h) Developer shall, upon annual invoicing from City, reimburse City for third-party 
expenses related to monitoring of Project compliance with this Agreement. 

(i) Tenants of the Affordable Units must not be charged fees that are not customarily 
charged in rental housing, such as laundry room access fees.   

(j) Developer shall comply with the Compliance Manual, Tenant Selection Plan and the 
Affirmative Marketing Plan for the Project and provide evidence of compliance to City 
upon request. 

 

 SECTION 4.  Certification of Tenant Eligibility.   

 As a condition to initial and continuing occupancy, each person who is intended to be a Qualifying 
Tenant shall be required annually to sign and deliver to Developer an Eligibility Certification.  In addition, such 
person shall be required to provide whatever other information, documents or certifications are deemed 
necessary by City to substantiate the Eligibility Certification, on an ongoing annual basis, and to verify that such 
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tenant continues to be a Qualifying Tenant as defined herein.  Eligibility Certifications will be maintained on file 
by Developer with respect to each Qualifying Tenant who resides in an Affordable Unit or resided therein 
during the immediately preceding calendar year. 

 Developer agrees to comply with the Minnesota Government Data Practices Act and all other 
applicable state and federal laws relating to data privacy or confidentiality.  A form for collecting tenant 
information that meets these requirements is available from City upon request.  Developer shall immediately 
report to City any requests from third parties for information relating to this Declaration.  City agrees to 
promptly respond to inquiries from Developer concerning data requests.  Developer agrees to hold City, its 
officers, department heads and employees harmless from any claims resulting from Developer’s unlawful 
disclosure or use of data protected under state and federal laws unless such disclosure was done at the 
direction of City. 

 

 SECTION 5.  Annual Report.   

(1) Annual Report.  Developer covenants and agrees that during the terms of this Declaration, it will 
prepare and submit to City, on or before March 31 of each year, a certificate substantially in the 
form of Exhibit D hereto, executed by Developer and: (a) identifying the tenancies and dates of 
occupancy or vacancy for all Qualifying Tenants in the Affordable Units, or held vacant and 
available for occupancy by Qualifying Tenants, at all times during the year preceding the date of 
such certificate; and (b) describing all transfers or other changes in ownership of the Project or any 
interest therein; and (c) that Developer was not otherwise in default under this Declaration during 
such year. 
 

(2) Notice of Non-Compliance.  Developer will immediately notify City if, at any time during the term 
of this Declaration, the Affordable Units in the Project are not occupied or available for occupancy 
as required by the terms of this Declaration. 

 

 SECTION 6.  Restrictions on Sale of the Project.   

 Developer agrees not to sell, transfer, convey or assign the Affordable Units (except leases in the 
ordinary course of business) (a “Transfer”) without first providing City with at least ninety (90) days’ notice of a 
sale of the Project and obtaining the express written assumption by the purchaser, transferee, grantee, or 
assignee of the obligations imposed on Developer by this Declaration, a copy of which shall be delivered to City 
prior to any such Transfer; provided, however, that this Declaration shall remain enforceable against a 
purchaser, transferee, grantee, or assignee even in the absence of a written assumption.  Any sale in violation 
of this Declaration shall be null and void at the election of City. 

 

 SECTION 7.  Covenants: Binding Upon Successors in Interest. 

 It is intended and agreed that the covenants provided in this Declaration shall be covenants running 
with the land and that they shall, in any event, and without regard to technical classification or designation, 
legal or otherwise, be binding on Developer, the successors and assigns of Developer, and all parties having or 
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acquiring any right, title, or interest in all or any part of the Project.  This Declaration shall be enforceable 
against all such parties to the fullest extent permitted by law and equity for the benefit and in favor of City, its 
successors and assigns.  It is expressly agreed and acknowledged that: the covenants provided in this 
Declaration are in addition to the provisions of any Other Documents; this Declaration shall not be deemed to 
limit or merge into any Other Documents or vice versa; this Declaration shall survive the expiration or 
termination of any of the Other Documents; and the satisfaction or release of any Other Documents shall not 
be deemed to a satisfaction or release of this Declaration.    

 

 SECTION 8.  Remedies for Default.   

 In the event of any default, failure, violation, or any other action or inaction by Developer specified in 
this Declaration, City, at its option, may institute such actions or proceedings at law or in equity as it may deem 
desirable for effectuating the provisions of this Declaration, including without limitation actions for specific 
performance, extension of the Affordability Period, damages, and injunctive relief, and including also any 
remedy allowed under the terms of any Other Documents.  Developer hereby further acknowledges that City 
cannot be adequately compensated by monetary damages in the event of any default hereunder.  In any 
action or proceeding to enforce its rights under this Declaration, City shall be entitled to the recovery from 
Developer of reasonable attorneys' fees. 

 

  SECTION 9.  Notices and Demands. 

 A notice, demand, or other communication under this Declaration by either party to the other shall be 
sufficiently given or delivered if it is dispatched by registered or certified mail, postage prepaid, return receipt 
requested, or delivered personally, and 

A. in the case of Developer, is addressed to or delivered personally to Developer at: 

_____________________________ 
_____________________________ 
_____________________________ 
Attention:       

B. in the case of City, is addressed to or delivered personally to City at: 

City of Minneapolis 
Department of Community Planning and Economic Development  
Crown Roller Mill, Suite 200 
105 Fifth Avenue South 
Minneapolis, Minnesota 55401-2534 
ATTENTION:  Director 

 

or at such other address with respect to either such party as that party may, from time to time, designate in 
writing and forward to the other as provided in this Section. 
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  SECTION 10.  Indemnification. 

  Developer hereby indemnifies and agrees to defend and hold harmless City from and against all 
liabilities, losses, damages, costs, expenses (including attorneys’ fees and expenses), causes of action, suits, 
allegations, claims, demands and judgments of any nature arising from the consequences of a legal or 
administrative proceeding or action brought against them, or any of them, on account of any failure by 
Developer to comply with the terms of this Declaration, or on account of any representation or warranty of 
Developer contained herein being untrue. 

 

 SECTION 11.  Agent of the City. 

 City shall have the right to appoint an agent to carry out any of its duties and obligations hereunder, 
and shall inform Developer of any such agency appointment by written notice. 

 

 SECTION 12.  Severability.  

 The invalidity of any clause, part or provision of this Declaration shall not affect the validity of the 
remaining portions thereof. 

 

 SECTION 13.  Governing Law. 

 This Declaration shall be governed by the laws of the State of Minnesota and, where applicable, the 
laws of the United States of America. 

 

 

(Signature pages follow.) 
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 [Signature page to Inclusionary Zoning Declaration of Affordable Housing Covenants] 

 

 

____________________________________________, 

a ________________________________________ 

 

By   

       ____________________________ 

Its: ___________________________________________ 

 

STATE OF MINNESOTA ) 

 ) ss. 

COUNTY OF HENNEPIN ) 

 

 The foregoing instrument was acknowledged before me this ________ day of _______________, 
20____, by ______________________, the ______________ of ______________________________, a 
______________________________, on behalf of the __________________________. 

 

  

Notary Public 

This instrument was drafted by: 

Minneapolis City Attorney’s Office (SAR) 

105 Fifth Avenue South, Suite 200 

Minneapolis, MN  55401-2534 
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EXHIBIT B 

TO INCLUSIONARY ZONING  

DECLARATION OF AFFORDABLE HOUSING COVENANTS 

 

INITIAL RENT SCHEDULE 

 

 

 

Unit # Bedroom Size 

(Studio, 1, 2, or 3 bedrooms) 

Maximum Rent 

Studio   

One-bedroom   

Two-bedroom   

Three-bedroom   
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EXHIBIT C 

TO INCLUSIONARY ZONING  

DECLARATION OF AFFORDABLE HOUSING COVENANTS 

CERTIFICATION OF TENANT ELIGIBILITY 

 

Project:  _________________, Minneapolis, Minnesota  

Developer: ____________________________ 

Unit Type:   ______ Studio  ______ 1 BR _____ 2 BR   

1.  I/We, the undersigned, being first duly sworn, state that I/we have read and answered 
fully, frankly and personally each of the following questions for all persons (including minors) 
who are to occupy the unit in the above apartment development for which application is made, 
all of whom are listed below:  

 
Name of Members of  
Household 

Relationship to 
Head of 
Household 

 

Age 

 
 
Place of Employment 

    
    
    
    
    
    
    
    
    
    

 

Income Computation 

2.  The anticipated income of all the above persons during the 12-month period beginning 
this date:  

(a)  including all wages and salaries, overtime pay, commissions, fees, tips and 
bonuses before payroll deductions; net income from the operation of a business or 
profession or from the rental of real or personal property (without deducting 
expenditures for business expansion or amortization of capital indebtedness); 
interest and dividends; the full amount of periodic payments received from social 



3-8-19 

13 

security, annuities, insurance policies, retirement funds, pensions, disability or 
death benefits and other similar types of periodic receipts; payments in lieu of 
earnings, such as unemployment and disability compensation, worker’s 
compensation and severance pay; the maximum amount of public assistance 
available to the above persons; periodic and determinable allowances, such as 
alimony and child support payments and regular contributions and gifts received 
from persons not residing in the dwelling; and all regular pay, special pay and 
allowances of a member of the Armed Forces (whether or not living in the 
dwelling) who is the head of the household or spouse; but  

(b)  excluding casual, sporadic or irregular gifts; amounts which are specifically for or 
in reimbursement of medical expenses; lump sum additions to family assets, such 
as inheritances, insurance payments (including payments under health and 
accident insurance and workmen’s compensation), capital gains and settlement for 
personal or property losses; amounts of educational scholarships paid directly to 
the student or the educational institution, and amounts paid by the government to 
a veteran for use in meeting the costs of tuition, fees, books and equipment, but in 
either case only to the extent used for such purposes; special pay to a serviceman 
head of a family who is away from home and exposed to hostile fire; relocation 
payments under Title II of the Uniform Relocation Assistance and Real Property 
Acquisition Policies Act of 1970; foster child care payments; the value of coupon 
allotments for the purchase of food pursuant to the Food Stamp Act of 1964 
which is in excess of the amount actually charged for the allotments; and 
payments received pursuant to participation in ACTION volunteer programs, is as 
follows: $_____________.  

3. If any of the persons described above (or whose income or contributions was included in 
item 2) has any savings, bonds, equity in real property or other form of capital 
investment, provide:  

(a)  the total value of all such assets owned by all such persons: $____________;  

(b)  the amount of income expected to be derived from such assets in the 12-month 
period commencing this date: $_______________; and  

(c)  the amount of such income which is included in income listed in item 
2:  $__________.  

4.  (a)  Will all of the persons listed in item 1 above be or have they been full-time 
students during five calendar months of this calendar year at an educational 
institution (other than a correspondence school) with regular faculty and students?  

   Yes _________________   No ________________  

(b)  Is any such person (other than nonresident aliens) married and eligible to file a 
joint federal income tax return?  
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Yes _________________   No ________________  

 THE UNDERSIGNED HEREBY CERTIFY THAT THE INFORMATION SET FORTH 
ABOVE IS TRUE AND CORRECT.  THE UNDERSIGNED ACKNOWLEDGE THAT THE 
LEASE FOR THE UNIT TO BE OCCUPIED BY THE UNDERSIGNED WILL BE 
CANCELLED UPON 30 DAYS WRITTEN NOTICE IF ANY OF THE INFORMATION 
ABOVE IS NOT TRUE  

 

     ___________________________________________ 

     Head of Household 

 

 

 

     ___________________________________________ 

     Spouse  
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FOR COMPLETION BY OWNER 

(OR ITS MANAGER) ONLY 

 

1. Calculation of Eligible Tenant Income: 

(a) Enter amount entered for entire household in 2 above: $__________ 

(b) If the amount entered in 3(a) above is greater than $5,000, enter the greater of 
(i) the amount entered in 3(b) less the amount entered in 3(c) or (ii) 10% of the amount entered 
in 3(a):  $__________ 

(c) TOTAL ELIGIBLE INCOME (Line 1(a) plus Line 1(b)): $__________ 

 

 2. The amount entered in 1(c) is less than or equal to _______ [50%/60%] of median income 
for the area in which the Project is located, as defined in the Declaration.  [50%/60%] is necessary for 
status as a “Qualifying Tenant” under Section 3(a) of the Declaration. 

 

 3. Number of apartment unit assigned: ___________. 

 

 4. This apartment unit was ____ was not ____ last occupied for a period of at least 
31 consecutive days by persons whose aggregate anticipated annual income as certified in the above 
manner upon their initial occupancy of the apartment unit was less than or equal to [50%/60%] of Median 
Income in the area. 

 

 5. Check as applicable: _______ Applicant qualifies as a Qualifying Tenant (tenants of at least 
__ units must meet), or ____ Applicant otherwise qualifies to rent a unit. 

 

THE UNDERSIGNED HEREBY CERTIFIES THAT HE/SHE HAS NO KNOWLEDGE OF ANY FACTS WHICH WOULD 
CAUSE HIM/HER TO BELIEVE THAT ANY OF THE INFORMATION PROVIDED BY THE TENANT MAY BE 
UNTRUE OR INCORRECT. 

_______________________________, 

a ______________________________ 

 

By        

Its       
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EXHIBIT D 

TO INCLUSIONARY ZONING  

DECLARATION OF AFFORDABLE HOUSING COVENANTS 

 

CERTIFICATE OF 

CONTINUING PROGRAM COMPLIANCE 

 

Date: _______________________, ______. 

 

The following information with respect to the Project located at __________________, 
Minneapolis, Minnesota (the “Project”), is being provided by ____________________________________ 
(the “Developer”) to the Department of Community Planning and Development in and for the City of 
Minneapolis, Minnesota (the “City”), pursuant to that certain Inclusionary Zoning Declaration of 
Affordable Housing Covenants, dated _______, 20___ (the “Declaration”), with respect to the Project: 

 

(A) The total number of residential units which are available for occupancy is __.  The 
total number of such units occupied is _________________. 

 

(B) The following residential units (identified by unit number) have been designated 
for occupancy by “Qualifying Tenants,” as such term is defined in the Declaration (for a total of 
____units): 

 

 Studio Units: 

 1 BR Units: 

 2 BR Units: 
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(C) The following residential units which are included in (B) above, have been re-
designated as units for Qualifying Tenants since _______________, 20___, the date on which the 
last “Certificate of Continuing Program Compliance” was filed with the City by the Developer: 

 

Unit 

Number 

Previous Designation 

of Unit (if any) 

Replacing 

Unit Number 

   

___________ _________________ _________________ 

___________ _________________ _________________ 

 

(D) The following residential units are considered to be occupied by Qualifying 
Tenants based on the information set forth below: 

 

  

Unit 
Number 

 

Name of Tenant 

Number of 
Persons 

Residing in 
the Unit 

 

Number of 
Bedrooms 

 

Total Adjusted 
Gross Income 

 

Date of Initial 
Occupancy 

 

Rent 

 

1        

2        

3        

4        

5        

6        

7        

8        

9        

10        

11        
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12        

13        

14        

15        

16        

17        

18        

19        

20        

21        

22        

23        

24        

25        

26        

27        

28        

29        

30        

31        

32        

33        

34        

35        

 

 (E) The Developer has obtained a “Certification of Tenant Eligibility,” in the form 
provided as EXHIBIT B to the Declaration, from each Tenant named in (D) above, and each such 
Certificate is being maintained by the Developer in its records with respect to the Project.  
Attached hereto is the most recent “Certification of Tenant Eligibility” for each Tenant named in  
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(D) above who signed such a Certification since ______________, _____, the date on which the 
last “Certificate of Continuing Program Compliance” was filed with the City by the Developer. 

(F) In renting the residential units in the Project, the Developer has not given 
preference to any particular group or class of persons (except for persons who qualify as 
Qualifying Tenants); and none of the units listed in (D) above have been rented for occupancy 
entirely by students, no one of which is entitled to file a joint return for federal income tax 
purposes.  All of the residential units in the Project have been rented pursuant to a written lease, 
and the term of each lease is at least ___ months. 

(G) The information provided in this “Certificate of Continuing Program Compliance” 
is accurate and complete, and no matters have come to the attention of the Developer which 
would indicate that any of the information provided herein, or in any “Certification of Tenant 
Eligibility” obtained from the Tenants named herein, is inaccurate or incomplete in any respect. 

(H) The Project is in continuing compliance with the Declaration. 

(I) The Developer certifies that as of the date hereof at least ________ of the 
residential dwelling units in the Project are occupied or held open for occupancy by Qualifying 
Tenants, as defined and provided in the Declaration. 

(J) The rental levels for each Qualifying Tenant comply with the maximum permitted 
under the Declaration. 

 



3-8-19 

20 

 IN FURTHERANCE WHEREOF, I have hereunto affixed my signature, on behalf of the Developer, 
on ____________________, 20___. 

 

 

____________________________________, 

a ____________________________________ 

 

 

 

By        

 

Its         

 

 

 

 

 

 

 

 

 

 

 



AMENDED AND RESTATED UNIFIED HOUSING 
POLICY OF THE CITY OF MINNEAPOLIS (effective 
JANUARY 1, 2020)1 
Consistency with City Housing Goals 

Minneapolis 2040 identifies goals to increase the supply of housing, its diversity and 
location types, to produce more affordable housing and to preserve existing affordable 
housing. 

The City supports the development of new affordable housing throughout the City to 
expand affordable housing opportunities and support mixed income communities. 

The City recognizes assets, value and cultural wealth in every part of the city and will work 
to ensure that people continue to have housing opportunities in all parts of the city. 

The City will prioritize the creation of units affordable to households with incomes less than 
30% and 60% of Area Median Income (AMI) through new construction/positive conversion, 
preservation, acquisition and substantial rehabilitation. 

The City supports improved access to homeownership, especially among low-income 
residents, black, indigenous and people of color. 

The City will coordinate its housing and economic development strategies to improve access 
to affordable housing, jobs, transit, amenities and services for Minneapolis residents. 

Anti-Displacement Policy: The City recognizes that housing is the foundation for health, 
well-being and success in education and employment. Involuntary displacement leads to 
disparities in health, educational and employment outcomes. Everyone must benefit from the 
City’s growth, which requires policies to minimize involuntary displacement of residents, 
particularly low-income residents, seniors, black, indigenous and people of color. 

Homelessness Response: We must address the affordable housing crisis if we ever hope to 
prevent and end homelessness in Hennepin County. The major problem underlying shelter 
use and unsheltered homelessness is the lack of permanent affordable housing and 
permanent supportive housing, especially for households with an income at or below 30% of 
AMI, and households facing other housing barriers such as credit or criminal history or health 
conditions. The metropolitan region is experiencing a severe shortage of affordable housing 
that is exacerbating homelessness in our community, and there is a need for a metropolitan-
wide response to address homelessness and supportive service needs of persons 
experiencing homelessness. 

The City partners with Hennepin County to support the City of Minneapolis and Hennepin 
County’s Office to End Homelessness to plan and implement the response to prevent and 
end homelessness in Hennepin County. 

                                                
1 For completed land use applications submitted before January 1, 2020, the City’s Amended and Restated Unified 
Housing Policy in effect on the date of application submission shall apply. 



Homeowner Supports: The City supports sustainable homeownership opportunities for low- 
and moderate-income households to maintain and improve housing stability and to expand 
access to homeownership for black, indigenous and people of color, who have historically not 
had equal access to homeownership. 

Preservation of Affordable Housing: The City supports interventions to preserve and 
stabilize affordable housing of all types. The first priority of the City is to preserve and stabilize 
federally subsidized low-income housing that is in danger of converting to market-rate 
housing, having subsidies expire, or is deteriorating due to age, poor management or physical 
condition. The second priority of the City is to preserve and stabilize Low Income Housing Tax 
Credit (HTC) housing and locally subsidized housing that is approaching the end of its 
affordability period, and unsubsidized affordable housing that is at risk of experiencing 
significant rent increases (Naturally Occurring Affordable Housing). Naturally Occurring 
Affordable Housing is unsubsidized housing where at least 20% of the units have rents 
affordable to households with an income at or below 60% of AMI. 

Senior Housing: The City encourages affordable housing options for seniors in all parts of 
the city so that seniors can age in place in their community. The City supports the following 
senior housing goals: 

a. create one housing development with at least 35 affordable units suitable for 
seniors in each ward of the City by 2025, and 

b. support funding for homeowner rehabilitation programs that assist seniors 
to make needed repairs and modifications to their homes to support aging 
in place. 

Tenant Supports: The City recognizes the value and contributions renters bring to 
communities. In addition to investing in production and preservation of rental housing, the City 
seeks to improve living conditions in rental housing and ensure that renters can fully 
participate in community life by reducing evictions, supporting renter’s rights to habitable 
homes, and expanding tenant protections. 

I. DEFINITIONS 
For the purposes of this Policy: 

A. “AMI” means the median family income for the Minneapolis/St. Paul 
metropolitan statistical area, as adjusted for family size as determined by the 
U.S. Department of Housing and Urban Development. 

B. “City financial assistance” includes, but is not limited to, tax increment 
financing, land write-down, issuance of bonds to finance the project, pass-
through funding, and other forms of direct or indirect subsidy, but not 
Revenue Loss Offset Assistance. 

C. “CPED Director” means the City’s Director of Community Planning and 
Economic Development. 

D.  “Large development project” means a development project with multiple 
buildings on contiguous property. 

E. “Net residential area” means the sum of the gross horizontal areas measured 
from the interior faces of the interior walls of the space occupied by dwellings.  



Net residential area shall not include space devoted to accessory off-street 
parking or loading facilities, including aisles, ramps and maneuvering space, 
common hallways or stairwells, elevators, mechanical rooms, storage areas 
outside of the dwelling units or common areas including, but not limited to 
lobbies, amenity spaces or recreation rooms.  

F. “NOAH” means naturally occurring affordable housing 

G. “Short-term rentals” means units that are rented in periods of less than one 
month. 

H. “Revenue Loss Offset Assistance” means financial assistance to a rental 
housing developer pursuant to the City’s Inclusionary Zoning Revenue Loss 
Offset Assistance Policy. 

I. “Unit” means either a for-sale dwelling or a rental dwelling for which a lease is 
signed prior to occupancy.  

II. CITY FINANCIAL ASSISTANCE AND CITY LAND SALES 
Any residential project of ten or more units that either: receives City financial assistance; or is 
developed on property purchased from the City (even if no City financial assistance is being 
provided) must meet the following affordable housing requirements: 

Affordability Period: Unless a shorter affordability period is specifically approved by City 
Council adopted program criteria, the affordability period for affordable units subject to this 
Section II shall be for a period not less than 30 years. 

Alternative Public Purpose: Any specific projects requesting exemptions to the foregoing 
affordable housing requirements above must seek City Council approval based on alternative 
public purpose, which may include new market- rate housing development on City-owned land 
in areas where none has occurred in the previous three years. 

City Relocation Policy: The City’s relocation policy applies to all private development 
receiving City direct (not pass- through) financial assistance that will result in the temporary 
or permanent displacement of residential or commercial tenants. 

Large Development Projects: Large Development Projects may meet this requirement on a 
blended basis, provided the City is provided adequate assurances that the affordable units 
will be delivered.  Only buildings or phases that include affordable housing for at least 20% of 
the units (rental) or 10% of the units (for-sale) will be considered eligible for City financial 
assistance. 

Pass-Through Funding: Projects that receive City financial assistance in the form of pass-
through funding for environmental remediation may request a City Council waiver from the 
foregoing affordable housing requirements based on the following factors: (1) to allow new 
market-rate housing development in areas where none has occurred in the previous three 
years; or (2) when the total combined land value of all parcels involved in the project is less 
than the total projected environmental investigation and remediation costs required for the 
project. 

Program Specific Requirements: Specific City programs, including the Affordable 
Housing Trust Fund and Family Housing Initiative, may have deeper affordability 



requirements.  The CPED Director may develop administrative compliance manuals and 
regulations to administer this policy in the context of various City financial assistance 
programs and land sale requirements. 

Residential Ownership Projects: at least 10% of the units must be affordable to and 
occupied by households with an income at or below 80% of the AMI. 

Residential Rental Projects: at least 20% of the units must be affordable to and occupied 
by households with an income at or below 60% of the AMI. 

Short-Term Rentals: Master leasing of short-term rentals is prohibited for a term of 30 years 
in projects that receive City financial assistance and/or are developed on property purchased 
from the City.  Staff may recommend a waiver to this prohibition to be considered for approval 
by the City Council. 

SRO Replacement: The City prohibits the demolition/condemnation/elimination of SRO-type 
housing for any project receiving City financial assistance, as defined above, unless 
demolition/condemnation/elimination is unavoidable, in which case replacement of such units 
will be required as part of the project finance plan. 

III.  INCLUSIONARY ZONING REQUIREMENTS 
Any development project containing at least 20 residential units that is subject to the 
Minneapolis Code of Ordinances, Title 20, Article XIV (the “Inclusionary Zoning Ordinance”) 
must meet the requirements of this section, except: 

1. Housing owned and operated by or on behalf of a college or university. 

2. If at least 20 percent of the units in the rental housing property are affordable to and 
occupied by households with an income at or below 60% AMI and meet any of the 
following qualifications: 

• the units are subject to a housing assistance payments contract under Section 8 
of the United States Housing Act of 1937, as amended; 

• the units are rent-restricted and income-restricted units of a qualified low-income 
housing project receiving tax credits under section 42(g) of the Internal Revenue 
Code; or 

• the units are subject to rent and income restrictions under the terms of financial 
assistance provided to the rental housing property by the federal government or 
the state of Minnesota, or a local unit of government, as evidenced by a document 
recorded against the property. 

A. On-site Compliance 
1. Rental Housing.  Projects with rental units shall be subject to one of the following: 

i. At least 8% of the units must be affordable to and occupied by households with an 
Income at or below 60% of AMI. Projects that meet this affordable housing 
standard are not eligible for Revenue Loss Offset Assistance. 
 

ii. At least 4% of the units must be affordable to and occupied by households with an 
income at or below 30% of AMI. Projects that meet this affordable housing 



standard are not eligible for Revenue Loss Offset Assistance, but can use project-
based rental subsidies. 
 

iii. At least 20% of the units must be affordable to and occupied by households with 
an income at or below 50% of AMI. Projects that meet this affordable housing 
standard are eligible to apply for Revenue Loss Offset Assistance.  
Notwithstanding the requirements of this Section III(A)(1)(iii), if a project applies 
for Revenue Loss Offset Assistance and the City’s Finance Officer determines 
that available financial assistance is insufficient for the project to achieve financial 
feasibility, the CPED Director shall have the discretion to authorize an unassisted 
affordable housing requirement below 8% as necessary to facilitate feasibility. 

Delayed Phase-In for Smaller Projects:  Projects of 20-49 units are exempt from 
the above requirements until 6 months after the first 500 units in 20-49 unit 
projects have been approved and permitted. 

Affordability Period:  The minimum affordability period shall be 20 years if no 
Revenue Loss Offset Assistance is provided. The minimum affordability period 
shall be 30 years if Revenue Loss Offset Assistance is provided. 

2. For-Sale Units: 
i. Starting 6 months after the first 500 for-sale units have been approved and 

permitted pursuant to the Inclusionary Zoning Ordinance, at least 4% of the units 
must be occupied by households with an income at or below 80% of AMI and 
priced to be affordable to households earning 70% of AMI. 
 

ii. Starting 6 months after the first 1000 for-sale units have been approved and 
permitted pursuant to the Inclusionary Zoning Ordinance, at least 8% of the units 
must be occupied by households with an income at or below 80% of AMI and 
priced to be affordable to households earning 70% of AMI. 

Affordability Period:  The minimum affordability period shall be 20 years.  

3. IZ Requirement Calculations: 

i. Scaling for Smaller Projects (rental or for sale): For projects of less than 
100 units, the following scaling rules shall apply:  The first 15 units in projects with 
20-85 units that are not receiving Revenue Loss Offset Assistance are exempt 
from the above requirements. For projects with 86-99 units, the number of exempt 
units shall decrease by one unit for every additional unit of project size, from 14 
exempt units for an 86-unit project down to 1 exempt unit for a 99-unit project.  
See Table 1 attached hereto. 
 

ii. Fractional Units: If the inclusionary requirement results in a number that 
includes a fraction of a unit, the developer can choose to pay an in-lieu fee for the 
fraction of the unit, or round up (not down) to the next whole unit. 

 
iii. Newly Occupied Units:  The inclusionary zoning requirements will be calculated 

based on the number of residential units that will be newly occupied as a result of 
the project. 



B. Alternative Compliance Options: 

Instead of on-site compliance, developers may satisfy the inclusionary zoning requirement 
through any of the following alternate means: 

1.  Cash in-lieu payment:2  

i. For projects of up to 7 stories in height, the contribution shall be $15 per net 
residential area of market-rate residential development. 

 
ii. For projects of 8 or more stories in height, the contribution shall be $22 per net 

residential area of market-rate residential development.  
 

iii. In-lieu fees shall be adjusted annually based on the annual change in the 
construction cost index for the Minneapolis area as published by Engineering 
News-Record. 
 

iv. For the period of time during which the on-site requirement for projects with for-
sale units is 4%, the in-lieu fee for projects with for-sale units shall be half of the 
in-lieu fee for projects with rental units. 

2. Off-site Units.  

i. For completed land use applications submitted between January 1, 2020 and 
June 1, 2020, a project may meet the requirements of the Inclusionary Zoning 
Ordinance by facilitating the development of the required number of units in a 
separate building with or without a partner developer provided: 

• The off-site units are provided within ½ mile of the market-rate project; and  

• The market-rate developer provides the City with a cash deposit or equivalent 
guarantee of the amount the project would be required to contribute through a 
cash in-lieu contribution until there is a construction financing closing on the 
off-site units. 

ii. For completed land use applications submitted on or after June 1, 2020, the 
Provision of affordable units off-site must be approved by the City Council and 
meet all of the following criteria3: 

• Off-site affordable units must be provided within ½ mile of the market-rate 
project. 
 

• Partnership with an experienced affordable housing developer and NOAH 
preservation projects acceptable to the CPED Director are permitted. 
 

• The off-site affordable units must provide at least the level of public benefit 

                                                
2 Cash-in-lieu payments will be deposited into the City’s Affordable Housing Trust Fund (rental projects) and to the 
Minneapolis Homes Program Fund for the purposes of long-term affordability (for-sale projects). 
3 The CPED Director may, under extraordinary circumstances, recommend an off-site project outside these defined 
parameters. 



(number of affordable units (rounded up to the next whole unit); comparable 
or larger unit bedroom sizes; income levels served; term of affordability) as 
would have been provided through on-site compliance. 
 

• The market-rate developer must make a meaningful contribution to the off-
site affordable units.    
 

• The market-rate developer provides the City with a cash deposit or equivalent 
guarantee of the amount the project would be required to contribute through a 
cash in-lieu contribution until there is a construction financing closing on the 
off-site units. 

3. Donation of land to the City:  This provision is available to completed land-use 
applications submitted June 1, 2020 or later. The CPED Director may choose to accept 
the donation of land to the City as a means of alternative compliance with this policy if, 
after appropriate due diligence, it is determined that the land is desirable for the 
production of affordable housing and all of the following criteria as determined by the 
City’s Director of Community Planning and Economic Development are met: 

i. The land is appraised by the City at a value equal to or greater than the in-lieu fee 
in effect at the date of land use application. If the appraised value is less than the 
in-lieu fee, developers may contribute the remaining requirement in a cash fee. 
 

ii. Located in an area where there is high need for sites for affordable housing. (i.e., 
areas where the City does not control sufficient development sites) 
 

iii. Reasonably developable for affordable housing (including zoned for residential 
development). 

Administrative Implementation: The CPED Director may develop administrative 
compliance manuals and regulations to administer the Inclusionary Zoning Requirements. 

City Council Review: CPED will provide the City Council with a comprehensive review of 
the Inclusionary Zoning Requirements and whether any changes should be considered 
within 18 months of its effective date and every 3-5 years thereafter. 

IV. HOUSING POLICY STANDARDS (Apply to Inclusionary Zoning 
Projects, Projects Receiving City Financial Assistance and City Land Sales) 

A. Design/Unit Comparability Standards 

The affordable units required by this Policy must meet the following design/unit comparability 
standards: 

1. In buildings with both market rate and affordable units, the affordable units must be 
located proportionally throughout the floors of the building compared to any market rate 
units. In buildings of more than 10 stories, affordable units may be distributed throughout 
only the bottom 2/3 of the building. Affordable units may not be master leased to a short-
term rental provider or on floors master-leased to a short-term rental provider.   

2. Externally and from all shared spaces, affordable units should not be distinguishable 



from any market rate units in the building and should be architecturally equivalent. 
Interior layouts, designs, materials, and finishes should be functionally equivalent but do 
not have to be identical. 

3. Unit types (size and # of bedrooms) for affordable units should be proportional to market 
rate units; provided, however, that the developer is encouraged to provide more 
family/large household affordable units (3 and 4 bedrooms).  

4. Affordable units must share the same entrances, common areas and amenities as 
market rate units, if there are market rate units in the building. 

B. Fair Housing 
The City requires owners of rental housing projects subject to this Policy to accept tenant 
based rental housing assistance, including, but not limited to, Section 8 Housing Choice 
Vouchers, HOME tenant-based assistance, and Minnesota Department of Human Services 
(DHS) Housing Supports. This requirement will be enforced through a contract between the 
City and project owner, pursuant to which the owner will be required to adopt business 
practices that promote fair housing and provide documentation of compliance with these 
requirements to the City. This requirement will be further enforced through the City’s 
monitoring policies and procedures. The City requires owners of housing projects subject to 
this policy to affirmatively market affordable housing opportunities. 
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Background
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Where We’ve Been

December 2018, Council adopted:

Framework for comprehensive Inclusionary Zoning policy

• Rental: 10% of units affordable at 60% of AMI or
20% of units affordable at 50% of AMI with access to TIF

• Ownership: exact requirement TBD
• Applies to projects seeking site plan approval
• Minimum affordability period 20 years without TIF; 30 years with TIF

Interim Inclusionary Zoning policy

• Same as above except:
• Ownership projects and student housing projects exempt
• Applies to projects not currently allowed by zoning or seeking an 

increase in development capacity of 60% or more

Presenter
Presentation Notes
XXX review slideToday we’re bringing a set of recommendations for a comprehensive inclusionary zoning policy. These recommendations include both changes and additions to the framework and interim policy adopted in December.
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Goals

Production/feasibility

• Inclusionary Zoning policy should not negatively impact housing 
production. Maintain financial feasibility of new residential development.

Mixed-income communities

• Affordable housing should be built in every neighborhood, including 
those where market-rate development is happening

Simple and implementable

• A simpler policy is better than a more complex policy, for ease of 
comprehension and implementation.

Presenter
Presentation Notes
XXX review 3 goals; Feasibility: Minneapolis policymakers have placed a high priority on ensuring that the IZ policy does not negatively affect development feasibility, therefore decreasing housing production and supply and increasing overall housing costs in the long run. Simple: specify ease of comprehension (by policy-makers, developers, and the community) and implementation (by staff and developers)Before I jump into the recommendations, I want to point out that there are literally dozens of elements to an IZ policy and that they come together in a complicated web to holistically meet these goals. These recommendations are interdependent and many times if you decide you want to change one recommendation, that will have implications for a whole host of other recommendations. Just something to keep in mind as you think about this policy.
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Basic Policy Requirements
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Rental Requirement

Feasibility - 2018 analysis results

No affordability requirement

Presenter
Presentation Notes
The policy framework adopted in Dec 2018 included a rental requirement. But since that time, new information has come to light, specifically regarding feasibility.As a reminder, Grounded Solutions’ economic feasibility analysis studied development “prototypes” for several different construction types (wood-frame, mid-rise, and high-rise rental projects) in several different neighborhood types with different housing markets – downtown, strong market areas like West Lake and Hennepin, emerging market areas like the blue line transit station areas, and softer markets like South Lyndale. These prototypes realistically reflected actual projects being built at the time, but because each project is different, not every project will look exactly like the prototypes or have the exact profitability results that came from our model.To evaluate feasibility, we used Yield on Cost as our metric. Projects with a projected yield at least 5.9% would generally be feasible, projects between 5.7% and 5.9% would be more marginal—meaning some projects within this range would move forward whereas others would likely not be built--and projects below 5.7% would not be feasible.With no affordable housing, the wood-frame rental and high-rise rental prototypes was feasible in downtown and other strong market areas. Mid-rise product was less feasible, so developers are likely to choose to build other, feasible development types. In emerging markets, development feasibility was more marginal; projects may or may not pencil out, even without any affordable housing. Inclusionary housing in those areas has the potential to make otherwise-feasible projects infeasible. In soft market areas, the market-rate housing prototypes we analyzed were not feasible. This means that an inclusionary housing policy would not have a negative impact on feasibility in those areas.Given those dynamics, we really focused our attention on the feasibility of wood-frame and high-rise projects in downtown, strong markets, and emerging markets. Hopefully some of this is starting to come back to you That said, it’s important to note that just because some of our prototypes fall into the ‘feasible’ range, that doesn’t mean that every project of that type will be feasible. Take for example high-rise rental projects in strong markets. Our prototype has a projected YOC of 6.2%, which is above our feasibility threshold of 5.9%. But there could very well be some high-rise rental projects that have lower projected rents, higher projected construction costs, or more costly financing sources that end up with a projected YOC below 5.9%. In other words, a given prototype may show up as green, but there will still be some projects of that type that don’t pencil out. 
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Rental Requirement

Feasibility - 2018 analysis results

No affordability requirement

10% of units at 60% AMI

Presenter
Presentation Notes
Our analysis showed that some rental projects that were feasible without IZ would likely not be feasible with a requirement to make 10% of units affordable to households making 60% of AMI. That is most obvious in cases where a specific prototype changes ‘color’ with the addition of the affordability requirement (for example, the highrise rental prototype in emerging markets moves from ‘marginal’ to ‘not feasible’). But it’s also true even for prototypes that remain feasible. Let’s look again at our strong-market high-rise product. With no affordability requirement, our prototype had a projected YOC of 6.2%. As I just mentioned, some individual strong-market high-rise projects might fall below 5.9% even without an affordable housing requirement.When you add the 10% at 60% AMI requirement, our strong-market high-rise rental prototype drops to 5.97% YOC. This is much closer to our feasibility threshold, and it means that more of these types of projects may end up falling below 5.9%.Because of those negative feasibility impacts on some projects of a 10% at 60% AMI requirement, Grounded Solutions looked for another policy solution that would allow more projects to achieve feasibility.
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Rental Requirement

Feasibility - 2018 analysis results

10% of units at 60% AMI

20% of units at 50% AMI, with TIF + requirements

10% of units at 60% AMI

20% of units at 50% AMI, with TIF + requirements

Presenter
Presentation Notes
We found that many projects that would not be able to feasibly provide 10% at 60% AMI would feasibly be able to provide 20% of units affordable to households making 50% of AMI if they had access to TIF. In fact, the feasibility results for 20% at 50% AMI with TIF look remarkably similar to the feasibility results with no affordability requirement at all.In a nutshell, our policy recommendations from December relied on the TIF option to achieve the feasibility goal.
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Rental Requirement

Considerations

• Uncertainty around TIF as feasibility backstop
• Rising property taxes

Recommendation

• 8% of units affordable at 60% of AMI (revisit after 18 months); or
• 20% of units affordable at 50% of AMI with access to TIF or
• 4% of units affordable at 30% of AMI (half of the 60% AMI requirement)

Presenter
Presentation Notes
But since December, we’ve come across new information about the TIF option that has been giving us pause.The TIF option was included in the Interim IZ policy. However, to date no projects have used the TIF option, even when it might have been financially beneficial to do so.Some developers were simply unaware of the TIF option, but others were aware of it and had concerns about it, varying from whether the available TIF would be sufficient to achieve feasibility to whether using TIF would make it harder to obtain financing and to sell a project in the future to the additional time it would take to finance a project using TIF.  Some of those concerns may be due to lack of familiarity and experience with TIF. The upshot is that, while it’s possible that the TIF option will be able to successfully serve as a feasibility backstop in the long term, it may take time for the market to adjust to and become comfortable with using this new tool. That means that, in the short term, if there’s a project which would not be feasible with a 10% at 60% AMI requirement but would be feasible with the TIF option, there’s a reasonable chance that developer may simply choose not to build at all due to uncertainty and unfamiliarity.Therefore, until we have some successful examples of projects using TIF to provide reassurance to developers and financing agencies, we recommend setting the non-TIF requirement at a level that would allow more projects to achieve feasibility through that path. 2. Rising property taxesIn addition to that, several properties we looked at have seen property taxes rising faster than historic norms, and in some cases faster than rents. While the incremental difference in cost is likely small and would not impact feasibility for most projects, it could be enough to tip some marginally-feasible projects into infeasibility. This is another reason we recommend setting the non-TIF requirement to a lower level.It’s worth noting that changes to state legislation that would allow a reduction in property tax liability for projects that include affordable units could go a long way towards alleviating these concerns and making the IZ policy much more successful – definitely something to include on a future legislative agenda, in my opinion.However, in the absence of such legislative action, we recommend that the 60% AMI requirement be changed from 10% of units to 8% of units, with a plan to revisit that requirement after 18 months of the policy being in place to determine whether it could be raised to, say, 9%.The TIF option would remain as-is.We also recommend adding a third option for the rental requirement where projects could provide units that serve households making only 30% of AMI. With this option, projects would provide half of the number of affordable units that would be required with the 60% AMI option. So if the 60% AMI requirement was 8% of units, the 30% AMI requirement would be 4% of units. If the 60% AMI requirement were increased, the 30% AMI requirement would increase as well.Obviously there’s a huge need for housing at 30% AMI, which is one big reason we added this option. That said, putting together a capital stack for a 30% AMI project is much more tricky than for a 60% or 50% AMI project. I wouldn’t count on many developers choosing this option in the short term. But if someone does figure out how to do it and make it work, other developers could then follow.
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Ownership Requirement

Considerations

• Very few condo projects have moved forward in recent years
• When market returns, it may pick up quickly
• Don’t want to miss out on condo boom
• Also don’t want IZ policy to slow condo market recovery

Recommendation

• Initially: ownership projects exempt
• Starting 6 months after the first 1000 units are approved and permitted: 

4% of units affordable at 80% of AMI
• Starting 6 months after the first 2000 units are approved and permitted: 

8% of units affordable at 80% of AMI

Presenter
Presentation Notes
Very few condo projects have moved forward in recent years. There are a number of factors behind that; one big factor is concern about construction defect litigation.Should that concern be resolved, for example through changes to state law, condo development may pick up quickly.We’re therefore recommending a phased approach where the requirement phases in over time as the market picks up.Because there have been so few condo projects recently, there was not enough data to conduct the same detailed economic analysis that we did for rental projects. As such, we suggest setting the ownership requirement to the same as the rental requirement for now. XXX something about why that makes senseThe City may wish to do additional economic analysis and potentially adjust the ownership requirement once the condo market picks up again.
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Threshold and Applicability

Project size threshold

Considerations

• Economics of small projects different from those of large projects
• Grounded Solutions did not analyze feasibility for projects <20 units
• City wants to see more “missing middle” housing
• Monitoring and enforcement is challenging for smaller projects
• Threshold can lead to “one under” effect
• Higher threshold means fewer total affordable units produced

Analysis for Minneapolis

• Only roughly 1% of rental housing units are in projects of <20 units
• 5% of rental housing units are in projects of 20-49 units

Recommendation

• Apply IZ policy to projects of 20 units or more

Presenter
Presentation Notes
Economics of small projects different from those of large projects for a variety of reasons, making feasibility concerns more acute. Grounded Solutions’ economic feasibility analysis did not cover smaller projects under 20 unitsMinneapolis wants to see more “missing middle” housing built – product types between single family homes and larger multi-family developmentsThinking about our goal around simplicity, it can be a lot of effort to monitor affordable units in smaller projects, where there may be only one or two units per project.Setting a threshold can create an incentive for developers to build smaller projects, and can lead to an increase in developments with one less than the threshold number of units. And of course, if the city establishes a threshold that exempts any projects, there will be fewer total affordable housing units produced through the inclusionary policy.From 2015 to 2017, only 1% of rental units approved were in projects of less than 20 units. So if Minneapolis adopted a project size threshold for its inclusionary housing policy of 20 units or less, it would likely lose out on only a very small number of potential affordable housing units each year, if the development pipeline remains similar to that of recent years. On the other hand, projects of 20-49 units represent a more-substantial 5% of total rental units approved. If Minneapolis adopted a project size threshold greater than 20 units, it would be more likely to have a significant negative impact on the production of affordable housing.[IF THEY ASK: do most policies have thresholds around 20 units? What about affordable missing middle?]
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Threshold and Applicability

Scaled requirement

Considerations

• Economics of small projects different from those of large projects
• City wants to see more “missing middle” housing
• Threshold can lead to “one under” effect

Recommendation

• For projects of 20-99 units (with non-TIF options), exempt the first 15 units 
from the IZ requirement. Exemption “tapers off” for projects from 85-100 
units.

Presenter
Presentation Notes
A simple project size threshold of 20 units addresses several of the considerations around threshold and applicability, but not all of them. The economic challenges of smaller projects—and the desire to incentivize missing middle housing—are also relevant to projects larger than 20 units.And a simple “on/off” threshold of 20 units could lead to a “one-under” effect where you see more 19-unit projects and fewer projects at or just above 20 units.To address those concerns, Grounded Solutions is proposing a scaled requirement for projects from 20-100 units. Exempting the first 15 units from the IZ requirement leads to a reduced requirement for smaller projects, with the reduction being more substantial for projects closer to 20 units than for projects closer to 100 units. This addresses feasibility concerns for smaller projects and also mitigates the “one-under” effect for the 20-unit threshold.Having the exemption taper off for projects from 85-100 units until a 100-unit project has no exempt units mitigates the “one-under” effect at the 100-unit mark.Note that this scaled requirement is only possible for projects that use one of the non-TIF options (8% at 60% AMI or 4% at 30% AMI); TIF law requires projects that use TIF to provide 20% of units at 50% AMI so there’s no way to scale that requirement.It can be hard to picture what this looks like without seeing how it plays out specifically, so let me share a table with you:
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Threshold and Applicability

Scaled requirement

Total units Units exempt
Units 
subject to 
policy

Aff units 
required

Aff units as 
% of total

20 15 5 0.4 2.0%

30 15 15 1.2 4.0%

40 15 25 2 5.0%

50 15 35 2.8 5.6%

60 15 45 3.6 6.0%

70 15 55 4.4 6.3%

80 15 65 5.2 6.5%

90 10 80 6.4 7.1%

100 0 100 8 8.0%

Presenter
Presentation Notes
You can see here that, with the scaled requirement, 20-unit projects have only a 2% requirement and that the requirement slowly and steadily increases until a 100-unit project hits the 8% requirement.You can also see the taper in action – a 90-unit project only has 10 units exempt, rather than the full 15 units, making the jump in requirement between doing a 90-unit project to doing a 100-unit project smaller than it would be if the 90-unit project had the full 15 units exempt. Again, that’s to reduce the one-under effect.IF THEY ASK what it means to have a requirement with a fraction of a unit:we’re proposing two options for developers if the requirement includes a fraction.: they can either round up to the next whole unit or pay a pro-rated in-lieu fee for that fraction of the unit.we are also proposing that all projects be allowed to pay an in-lieu fee—we’ll get to that in just a minute—and the scaled requirement has the effect of smoothly scaling the in-lieu fee, since projects will only pay the in-lieu fee on the number of units that are subject to the policy.
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Threshold and Applicability

20-49 unit projects

Considerations

• Economics of small projects different from those of large projects
• City wants to see more “missing middle” housing

Recommendation

• Exempt projects of 20-49 units until 6 months after the first 500 units in 
20-49 unit projects are approved and permitted

Presenter
Presentation Notes
While the scaled requirement goes a long way to address feasibility concerns for “missing middle” housing, projects of under-50 units are a somewhat new project type for Minneapolis and one that the city specifically wants to see built. And the economics of 20-49 unit projects are even more challenging than those of 50-100 unit projects. As such, we are also proposing….There is a downside to exempting these types of projects from the IZ requirement, even temporarily. My understanding is that some projects of this size are being proposed on sites where there is currently housing that’s renting at affordable rates. If that affordable housing is lost and the replacement building is exempt from the IZ requirement, you’re not getting any replacement affordable housing. We’re planning to look into “no net loss of affordable housing” policy provisions but that’s a complex policy area that extends beyond just IZ and likely won’t be fully addressed until 2020.
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Student Housing

Considerations

• Students need affordable places to live
• Difficult to define whether privately-built housing is “student housing”
• Projects receiving TIF must meet federal eligibility requirements
• Students may technically not be receiving income but may not need 

assistance if their parents are supporting them

Recommendation

• Student housing projects owned and operated by a college are exempt
• Privately-built housing intended to primarily serve students not exempt
• Students eligible for any IZ unit if they meet federal eligibility 

requirements

Presenter
Presentation Notes
In general, federal requirements say that a student household is eligible for affordable housing if they income-qualify and if they meet one of a set of specific requirements that are generally geared toward non-traditional students who are already an independent household—for example, a single parent who is not a dependent of someone else.Rationale for student eligibility: More broadly-defined eligibility criteria would give student households an advantage for accessing IZ units over non-student households. [IF THEY ASK WHY: because certifying income eligibility using something like Pell grant eligibility, where students could just present their FAFSA form, would be much less of a burden to developers than certifying income eligibility for traditional households where they need to look at multiple sources of documentation for multiple income streams]
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Compliance Alternatives
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Compliance Alternatives

Goals for compliance alternatives

Production/feasibility
• Improve feasibility by providing multiple options for compliance

Mixed-income communities
• Affordable housing should be built in every neighborhood, including 

those where market-rate development is happening

Simple and implementable
• A simpler policy is better than a more complex policy, for ease of 

comprehension and implementation.

Equivalent impact
• Ensure that at least the equivalent number of affordable units will be 

created through alternative compliance as through on-site compliance

Presenter
Presentation Notes
Our goal around feasibility is particularly relevant here, as compliance alternatives are a proven method to improve feasibility.Our goals around creating mixed-income communities and keeping it simple are also relevant. And we added a fourth goal which is to ensure that if a developer chooses a compliance alternative, at least the equivalent number of affordable units will be created as would have been created through on-site compliance.
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Compliance Alternatives

Recommended Alternatives to Offer

In-lieu fee

Offsite development

Land donation

Presenter
Presentation Notes
These recommendations are consistent with the feedback we received from the HPD Committee members and stakeholders in our July conversations on compliance alternatives.Recommending several alternatives partly for feasibility purposes (each additional alternative makes it more likely a given project will find a way to feasibly move forward) and partly because each of these alternatives has different unique benefits it can provide.I’ll go into each of these in more detail.
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In-Lieu Fee

Background

Relevant factors

• Affordability Gap: difference in price or rent between a market rate unit 
and an affordable unit

• Production Cost: the average amount the public has historically invested 
to produce an off-site affordable unit

• Hassle Factor Premium: developers are willing to pay a premium in an in-
lieu fee to avoid the hassle of on-site compliance

Implications for goals

Feasibility

Lower Fee Higher Fee

Mixed-Income Communities
Equivalent # Affordable UnitsTENSION

Presenter
Presentation Notes
There are two key numbers that jurisdictions often take into account when setting their in-lieu fee.The affordability gap is the difference in price or rent between a market rate and an affordable unit. This number illustrates what it “costs” a market-rate developer to include an affordable unit in their project – the amount of revenue they lose by charging an affordable rent as opposed to a market-rate rent. The affordability gap is also the “break even” point for a developer where it would cost the same for them to build a unit on site or pay the fee. The production cost is the average amount that the public has historically invested to actually produce an off-site affordable unit. In other words, this is the total amount of financial assistance that the City tends to provide to affordable housing developers per affordable unit produced. The hassle factor premium is a term I invented to refer to the fact that, because building and operating on-site affordable units in a mixed-income development is such a hassle, developers are willing to pay a premium if they are allowed to pay an in-lieu fee instead of building on site.So what does this mean for our goals?For our feasibility goal, it’s relatively straightforward: the lower the fee, the more projects will be feasible.For our goal of creating mixed-income neighborhoods, it’s a little more complex. On-site compliance is not the only way to ensure that affordable housing gets built in every neighborhood, but it’s by far the easiest way. If the city collects fees from a market-rate project, it can be difficult to spend them in the same neighborhood where the market-rate project was built because of the challenge that affordable housing developers have finding land in desirable neighborhoods, the higher cost of land in those n’hoods, etc.In addition, to incentivize on-site production instead of payment of a fee, the fee needs to be higher than the affordability gap, which is the equivalent of the ‘cost’ to the developer to build on site.And to make matters worse, because of the hassle factor premium, the fee needs to be meaningfully higher than the affordability gap. In other words, the higher the fee, the more on-site compliance, supporting our goal of mixed-income communities.Finally, in order to build at least the equivalent number of affordable units with the fee revenue as would have been built on-site, the fee needs to be higher than the production cost. In other words, achieving that goal also points toward a higher fee.Fortunately, for our goal of crafting a simple policy, it doesn’t really matter whether the fee is high or low.But you can see there’s a clear tension here where some of our goals point toward a lower fee and some point toward a higher fee. 
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In-Lieu Fee

Recommendation - Rental

Set the fee to be moderately higher than the affordability 
gap number. Specifically, if the on-site requirement is 8% of 
units affordable, set the in-lieu fee based on the cost to the 
developer of making 10% of units affordable.

Different fees for different building heights (because 
affordability gap is higher for higher buildings that can 
command higher rents)

$17/square foot for projects of up to 7 stories

$25/square foot for projects of 8 or more stories

Presenter
Presentation Notes
So how did we balance all those factors?Because we addressed the feasibility goal through the proposal to reduce the rental requirement from 10% of units to 8% of units, we have the ability to lean more heavily toward achieving our goals around mixed-income neighborhoods and equivalent # of units here with the in-lieu fee recommendation, while still balancing all three goals.We recommend setting the rental in-lieu fee to be moderately higher than the affordability gap. Specifically, if the on-site requirement is to make 8% of units affordable, set the in-lieu fee based on the cost to the developer of making 10% of units affordable.Setting the fee higher than the affordability gap means that at least some projects will find it sufficiently financially beneficial to build units on-site rather than pay the fee. In Minneapolis, as in most communities, the affordability gap number is higher than the production cost number, so we can be sure the fee will produce at least the equivalent number of affordable units as on-site compliance– and in some cases, notably more affordable units. And a fee that’s only moderately higher than the affordability gap (rather than significantly higher) will improve feasibility for more projects. [ONLY IF THEY ASK about production cost: an in-lieu fee of $17/sq ft would yield a subsidy of $136k/aff unit. Recent affordable housing projects supported by the city have received well under that amount of local subsidy. ONLY IF THEY FOLLOW UP: $80k/unit or less. [actually $10k-$80k/unit but the $10k seems weirdly low]]But wait – there are even more complications! It turns out that the affordability gap number varies based on the building heights – the affordability gap is higher for higher buildings because they can command higher rents. So we also recommend setting different fees based on building heights. Specifically we’re recommending $x/sq ft of market-rate development for projects of up to 7 stories and $y/sq ft for projects of 8 or more stories. These numbers use the affordability gap numbers from Grounded Solutions’ prototypes from our 2018 economic analysis—the same analysis that informed our on-site requirement--in order to ensure we’re developing our on-site requirement and in-lieu fees using apples-to-apples data.[ONLY IF THEY ASK: Q: Aren’t construction costs also higher for higher buildings? Do you take that into account? A: construction costs are indeed higher for higher buildings. However, our feasibility analysis showed that the same affordable housing requirement was feasible for higher buildings as for lower buildings, even taking into account those higher construction costs. In other words, the higher buildings are still feasible even with the developer “paying” both the higher affordability gap number and the higher construction costs. An in-lieu fee based on that higher affordability gap number will be similarly feasible.][ONLY IF THEY ASK: Q: Doesn’t the affordability gap vary by neighborhood, as in hotter-market neighborhoods would have a higher affordability gap and softer-market neighborhoods would have a lower affordability gap? A: Yes, that’s true! However, in Grounded Solutions’ economic analysis we determined that, in Minneapolis, there are certain soft-market neighborhoods where no development is feasible right now, even without any affordability requirement, so the policy is irrelevant in those places. There are also certain what we called “emerging market” neighborhoods where feasibility is so marginal that almost any project in those areas would need financial assistance to pencil out, so will need to choose the TIF option. That all means that, when it comes to setting the in-lieu fee, we can base it on the affordability gap numbers from downtown and other strong-market neighborhoods where paying an in-lieu fee is a realistic compliance option.]
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In-Lieu Fee

Recommendation - Ownership

Same as rental in-lieu fee when on-site requirement is 
same as for rental (8% of units)

Proportional amount when requirement is phasing in (i.e. 
when requirement is 4% (half of 8%), reduce in-lieu fee 
amount by half too)

Consider adjusting when condo market picks up again, 
using similar approach as for rental projects

Presenter
Presentation Notes
Again, we had insufficient data to conduct a full economic analysis of ownership projects. As such…
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Off-site Development

Recommendation

Allowed within ½ mile of market-rate development

Partnership with affordable housing developer allowed

Project must provide at least the level of public benefit that 
would be achieved on-site

Market-rate developer must make a meaningful contribution 
valued at 80% or more of what they would have paid as an in-
lieu fee

Affordable units must be built and occupied prior to or 
concurrent with the market-rate units or the market-rate 
developer must provide a guarantee of at least an equivalent 
contribution as the in-lieu fee should the affordable project not 
be completed within a set period of time

Presenter
Presentation Notes
“within ½ mile of market-rate development” includes in an adjacent building“at least the level of public benefit” means at least the equivalent number of affordable units, serving households at the same or lower income levels.“80% of in-lieu fee” currently pencils out to roughly what they would have contributed through on-site compliance.
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Land Donation

Recommendation

Donated land must…

Have an assessed value is equal to or greater than the in-
lieu fee in effect at the date of dedication. If the assessed 
value is less than the in-lieu fee, developers may contribute 
the remaining requirement in a cash fee.

Be in a location where there is high need for sites for 
affordable housing.

Be developable for affordable housing (e.g. in an area 
zoned for residential, no existing structures on the site).
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Additional Policy Details
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Revenue Loss Offset Policy

Recommended Additions

If the City determines that the maximum available TIF is 
insufficient to achieve feasibility, the City will provide 
additional financial support or reduce the IZ requirement 
(for the non-TIF-supported option) to a feasible level.

Staff will provide an annual report of any projects that 
receive additional financial assistance or a reduced IZ 
requirement, including how much assistance or reduction 
was provided.

Presenter
Presentation Notes
Adopted by Council in Spring 2019.Related to the TIF compliance option (20% of units affordable at 50% AMI with access to TIF)Defines the maximum amount of TIF that will be providedWe’re recommending an addition to this policy, primarily to address feasibility concerns.
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Design Standards

Proposed new language
In single structure developments, affordable units shall be located proportionally throughout 
the floors of the building compared to market rate units. In buildings of more than 10 stories, 
affordable units may be distributed throughout only the bottom 2/3 of the building. Affordable 
units should not be on floors master-leased to a short-term rental provider.

Developments shall be allowed to provide affordable units in an adjacent building on the 
same site (and as part of the same development proposal) only for the purposes of utilizing 
public financing to build more affordable units and/or provide deeper affordability than the 
minimum required , except for cluster developments with more than two multifamily buildings 
containing less than 20 units each.

Externally and from all shared spaces, affordable units should not be distinguishable and 
should be architecturally equivalent. Interior layouts, designs, materials, and finishes should be 
functionally equivalent but do not have to be identical

Unit types (size and # of bedrooms/bathrooms) for affordable units should be proportional to 
market rate units, except if the developer chooses to provide more family/large household 
affordable units (3 and 4 bedrooms). In all cases, units must meet minimum size standards.

Affordable units shall share the same entrances, common areas and amenities as market rate

Presenter
Presentation Notes
These updates are primarily to more clearly define some of the existing provisions. We did suggest a couple of changes to address what has come to be known as the “poor door” issue. Some of you may have read about this controversy in New York City where tenants of affordable units in a particular mixed-income development were required to enter through a separate door and had access to fewer amenities than tenants of market-rate units. That controversy led New York City to adopt some of the provisions we’re suggesting here. Specifically, we’re suggesting that developments can only meet their IZ requirements in a separate building on the same site if they are doing so in order to access affordable housing financing and provide more public benefit than they would through on-site development in the same building. Without that requirement, there’s really no public benefit to having the affordable units in a separate building and it runs the risk of turning into a “poor door” controversy.***This language is included in the Unified Housing Policy, meaning that changes made for the IZ policy will also apply to other types of city-assisted affordable housing.
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Effective Date

Recommendation

Complete land use applications submitted 1/1/20 – 6/1/20 
subject to new policy provisions except that payment of an 
in-lieu fee is the only compliance alternative available.

Complete land use applications submitted 6/1/20 and later 
have access to all compliance alternatives.
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Updating the Policy

Recommendation

Initial revisit: Staff will conduct an analysis of the policy’s 
performance and bring any recommended changes, including 
whether to increase rental requirement (non-subsidized option) 
from 8% to 9% and whether to make changes to compliance 
alternatives to increase on-site production compared to in-lieu 
fees, to Council within 18 months of the policy’s effective date.

Conduct a comprehensive review of the policy every 3-5 years, 
including an analysis of whether inclusionary requirements 
remain appropriate given longer term economic trends. Don’t try 
to update the policy every time the market changes.

If the on-site requirement is increased, increase the in-lieu fee by 
a proportionate amount to maintain the incentive for on-site 
compliance.

Update in-lieu fees annually based on construction cost index.
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Feedback Received

Presenter
Presentation Notes
FOR STAKEHOLDER MEETINGS: if you sent any feedback in advance, please advise if this discussion today has or may change your thinking on any of that feedback.FOR HPD COMMITTEE: Feedback we have received from stakeholders (community, developers) so far



 

 
 
September 17th, 2019 
 
TO: Namon Freeman, Rick Jacobus, Stephanie Reyes at Grounded Solutions Network 
 
CC: Minneapolis City Council Members, David Frank, Andrea Brennan 
 
The Alliance is a coalition of 32 organizations whose mission is to advance racial, economic and 
environmental justice in the way growth and development occurs in the Twin Cities region. As 
an organization, we have played an advocacy role in moving local governments towards a 
mandatory inclusionary zoning policy since 1998. And 20 years later, we are very excited to see 
the Minneapolis City Council approach this important milestone as we believe it is crucial to 
creating an equitable housing system in which all residents can afford to thrive in the 
neighborhood of their choice.  
 
In July 2019, we attended the focus groups hosted by GSN to discuss compliance alternatives 
in the upcoming IZ policy. Overall, we are not opposed to alternative compliance because we 
recognize the flexibility that is needed to address the wide range of factors that influence the 
development and finance process. Our primary goals and concerns in shaping alternative 
compliance policies are: 
 

● For all cases, we believe the majority of the required units should be provided within 
the subject property. Only the most extreme cases of infeasibility should allow for a 
greater proportion of required units being built off-site. We would be open to discussing 
how modeling the requirement on Chicago’s program (with at least 25% of the units still 
placed on site) might work in a Minneapolis context. 

● Neighborhood proximity. If units can not be placed on the main property, priority ought 
to be given to exploring locational equivalence - such as land swapping or because the 
developer owns other parcels - with the developer agreeing to place the affordable units 
within reasonable proximity of the market rate apartments or condos. In these cases, 
city staff should negotiate strategies to capture the affordable units through purchase 
by the city or a nonprofit partner in order to preserve the long-term affordability of the 
property. 



 

● In-lieu fees or land (valued by an independent appraiser and accounting for 
pre-development considerations such as soil conditions, environmental contamination 
and regulatory hurdles) are the best candidates for alternative compliance. We believe 
in-lieu fees should be dedicated to the City’s Affordable Housing Trust Fund and used 
to fund the development of deeply and permanently affordable housing and other 
community-led initiatives, such as limited equity cooperatives and community land 
trusts. Furthermore, we believe any land acquired by the City should be used towards 
permanent affordability, whether through non-profit ownership or other models. 

● The in-lieu fee must be used to create at least an equivalent number of units as would 
have been required in the originating project. 

● If excess TIF revenue is raised beyond what is needed to make a project feasible, this 
excess TIF amount should be dedicated to the creation of deeply and permanently 
affordable housing 

 
Beyond the comments above regarding alternative compliance, The Alliance also has the 
following comments regarding the inclusionary policy itself: 

● Given that the City’s 2040 Comprehensive Plan will primarily open the doors to 
additional 3-10 unit developments, a corresponding inclusionary zoning policy 
should be created to leverage those new developments. This could be in the form of 
voucher set-asides, such as mandating that one of three triplex units are reserved for a 
Section 8 Voucher holder, or other mechanisms. Another strategy would be to assist 
renter households of color to become duplex or triplex owner occupants, utilizing the 
individual lots of which the city and other governmental authorities have site control. 
We believe the City should be innovative in order to harness the enormous potential 
that is coming out of an equally innovative comp plan update.  

● We hope that Grounded Solutions Network’s strong history of working with other cities 
will inform the creation of an inclusionary zoning policy that closes all the potential 
loopholes. We have already seen evidence of how current loopholes have been 
exploited by developers in order to avoid compliance with IZ policies, such as minimum 
square foot requirements or front-loading permits and applications prior to an ordinance 
implementation date.  

● We feel very strongly that the City’s inclusionary zoning policy does not go far enough 
in providing housing that is truly affordable to Minneapolis residents. As of April 
2019, HUD defined area median income (AMI) for the Minneapolis-Saint 
Paul-Bloomington MSA as $100,000 for a household of four. Using the HUD standard, 
which the City currently follows in defining affordability, a housing unit affordable to a 
60% AMI household would be affordable to a household of four earning $60,000. This 
is a highly problematic approach due to the gap between regional AMI and the reality of 
Minneapolis’ AMI. According to the U.S. Census Bureau, Minneapolis’ area median 
income in 2017 was $55,720, which is approximately equivalent to 60% of the MSA 
AMI. Therefore, if the City’s inclusionary zoning policy aims to produce housing for 60% 
AMI households using HUD standards, it will, in actuality, be producing units that will 
serve Minneapolis residents earning 100% AMI (see table below for reference). This 



 

does not even take into consideration income differences between neighborhoods, 
which we know can be incredibly large (take for example, Southwest Minneapolis and 
North Minneapolis).  

 

Minneapolis-St. Paul-Bloomington MSA 
AMI1 

City of Minneapolis AMI2 

% AMI  AMI ($)  AMI ($)  % AMI 

100%  $100,000       

80%  $75,500*  $61,292  110% 

60%  $60,000  $55,720  100% 

50%  $50,000  $44,576  80% 

30%  $30,000  $33,432  60% 

   *The 80% of Area Median Income limit is capped at the U.S. national median family income 
1https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=20
19&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+
FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa 
2https://www.census.gov/quickfacts/fact/table/minneapoliscityminnesota/INC110217#INC110217 
 
We believe that in order to alleviate the housing affordability crisis in Minneapolis, housing 
should be produced from the bottom up, serving those who are most in need before providing 
for those who earn 100% AMI. More importantly, our public dollars, should they be used to 
subsidize private developers in fulfilling their inclusionary zoning requirements, should not 
be going towards serving median income households. We hope the City agrees and will 
follow through on its commitment to invest in affordable housing by serving those who are 
struggling the most to find housing stability.  
 
We look forward to discussing the details of alternative compliance, as well as other policy 
details, in the future. We appreciate this opportunity to  provide feedback, and hope to meet 
again when GSN returns in October to further discuss other specifics, such as but not limited to: 
minimum project size, unit requirement, AMI requirements, terms of compliance, excess TIF 
usage.  
 
Thank you, 
 
The Alliance for Metropolitan Stability 

https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.census.gov/quickfacts/fact/table/minneapoliscityminnesota/INC110217#INC110217


Make Homes Happen IZ Statement 

The members of Make Homes Happen appreciated the opportunity to discuss alternative compliance 
options for the permanent inclusionary zoning policy with city and Grounded Solutions staff.  We found 
it to be a productive conversation.  In summary, MHH is not opposed to alternative compliance because 
we value the flexibility that is needed to address the wide range of factors that affect development.  Our 
primary goals and concerns for determining the rules around alternative compliance are as follows: 

- For almost all cases, we believe there should be some portion of the required units provided 
within the subject property.  Only the most extreme cases of infeasibility or inappropriateness 
should be exempted from this requirement.  Determining what those cases are should the 
subject of future discussion.  Modeling the requirement on Chicago’s program, which requires 
25% on-site, seems reasonable.  

- In lieu fees or land valued by an independent appraiser and accounting for all the particularities 
soil condition, environmental contamination, regulatory hurdles, and highest and best use as 
housing, seem to be the best candidates for alternative compliance.   Replacement units in 
another project that is proximate in location and time may be acceptable, but seems to be most 
challenging to administer and fraught with complication.  

- The in lieu fee or land value should be higher than the cost to create an affordable unit on-site, 
so as to incent the most production of units on-site in order to create locational equity for the 
affordable units.  

- The in lieu fee must be used to create an equivalent number of units as would have been 
required in the originating project, and must not be units that would have otherwise been 
created.  

- In light of the possibility of raising substantial additional funding for affordable housing through 
the use of excess TIF revenue from subject projects, and the possible loss of such revenue if 
units are not created in the subject property, the in lieu fee should address the loss of this 
additional funding.  
 

Our coalition feels very strongly that the City's inclusionary zoning policy does not go far enough in 
providing housing that is truly affordable to Minneapolis residents. As of April 2019, HUD defined area 
median income (AMI) for the Minneapolis-Saint Paul-Bloomington metropolitan statistical area (MSA) as 
$100,000 for a family of four. Using the HUD standard, which the City of Minneapolis follows in defining 
affordability, a housing unit affordable to a 60% AMI household would be affordable to a family of four 
earning $60,000. However, this is a highly problematic approach due to the gap between regional AMI 
and the reality of Minneapolis' AMI. According to the U.S. Census Bureau, Minneapolis' area median 
income in 2017 was $55,720, which is approximately equivalent to 60% of the MSA area median income. 
Therefore, if the City's inclusionary zoning policy aims to construct housing for 60% AMI households 
using HUD standards (which it does), it will, in actuality, be producing units that will serve Minneapolis 
residents earning 100% AMI. More importantly, our public dollars, should they be used to subsidize 
private developers in the context of fulfilling their inclusionary zoning requirements, should not be 
going towards median income households. We hope the City agrees and will follow through on its 
commitment to invest in affordable housing by serving those who are truly experiencing housing crises.  

 
 



Minneapolis-St. Paul-Bloomington MSA AMI1 City of Minneapolis AMI2 

% AMI AMI ($) AMI ($) % AMI 

100% $100,000     

80% $75,500* $61,292 110% 

60% $60,000 $55,720 100% 

50% $50,000 $44,576 80% 

30% $30,000 $33,432 60% 

-    *The 80% of Area Median Income limit is capped at the U.S. national median family income 
- 1https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M334

60*Minneapolis-St.+Paul-Bloomington%2C+MN-
WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa 

- 2https://www.census.gov/quickfacts/fact/table/minneapoliscityminnesota/INC110217#INC110217 

We welcome the opportunity to discuss the details of alternative compliance further, as well as, and 
more importantly, the exact language and requirements of the permanent inclusionary zoning policy 
itself.  There are myriad details that must be addressed in this policy, of which alternative compliance is 
only one and which is greatly impacted by the basic requirements of the policy.  It is our hope that we 
can meet with city and Grounded Solutions staff again in the near future to discuss such matters as 
minimum project size, the unit requirement, AMI requirements, term of compliance, our TIF proposal, 
and many more.   

 

https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.huduser.gov/portal/datasets/il/il2019/2019summary.odn?states=%24states%24&data=2019&inputname=METRO33460M33460*Minneapolis-St.+Paul-Bloomington%2C+MN-WI+HUD+Metro+FMR+Area&stname=%24stname%24&statefp=99&year=2019&selection_type=hmfa
https://www.census.gov/quickfacts/fact/table/minneapoliscityminnesota/INC110217#INC110217
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New or Expanded Tools for  
Development and Preservation of  
Affordable Housing in Minneapolis 
 
October 1, 2019 
 
Thank you for the opportunity to provide feedback on the city’s proposed IZ framework. 
 
We continue to express concern that the current Inclusionary Zoning framework will have negative 
effects on our city’s housing affordability. An Inclusionary Zoning mandate will add significant cost & 
barriers to new housing supply which will make housing in our market less affordable. Restricting new 
supply increases landlord leverage over tenants, causes rent growth to increase, and induces more 
need for income restricted housing. This reality, coupled with significant evidence from other 
municipalities that Inclusionary Zoning is not an effective way to increase a city’s supply of income-
restricted housing units, is why we continue to urge the city to proceed with caution on the current IZ 
policy framework.  
 
It is an additional concern that this policy will directly cause an acceleration of the loss of our city’s 
NOAH & Workforce housing supply. By artificially lowering the ‘yield’ on new developments and 
restricting new supply, the policy will inversely function to increase investor ‘yield’ for buying and 
renovating existing housing. A decrease in new market rate housing supply will only increase investor 
leverage to increase rents after completing NOAH ‘value-add’ conversion projects.  
 
We agree that our city needs more income-restricted housing units. But we continue to urge the city to 
explore policy solutions that don’t make the housing market less affordable and create more need for 
income restricted units.  
 
We believe there are a few very effective tools that the city could consider which would aid in improving 
both housing affordability and increasing the city’s supply of income restricted housing. Those tools 
include:  
 

• Create the Minneapolis Inclusionary Development Investment Fund by pooling TIF 
generated through continued investment in market rate housing and resulting tax base 
expansion. This would create a new source of revenue for policy makers to use to invest in a 
range of affordability programs and projects. Authorizing legislation will be required. 
NOTE: Past examples of harnessing a growing tax base from private investment for targeted 
policy goals include the Neighborhood Revitalization Program and the Value Capture District for 
the Nicollet – Central Street Car project. Both programs required state approval. 
 

• Support legislative authorization to enhance affordability by reducing property tax costs for 
income-restricted units in two ways: 
1. Enhance the existing and successful Low-Income Rental Classification (LIRC) program 

(which in turn will enhance the Minneapolis 4d Affordable Housing Incentive Program); and 
2. Explore adding as another tool the proposed Affordable Housing Tax Valuation Credit (Kelly 

Doran). 
 
Understanding that the council is steadfast in their objective to enact Inclusionary Zoning legislation, we 
believe the following updates to the framework would help reduce the negative effects that the policy 
will have on market supply & affordability:  
 



• Adopt a permanent Inclusionary Zoning Ordinance requiring 10% of units in privately 
financed projects be affordable at 60% AMI rents subject to these provisions. Projects that 
include the required income-restricted units are eligible to apply for the Revenue Loss Offset 
Assistance Program administered by CPED.  

o Alternative Compliance Options:  
 Development of new construction market rate and income-restricted buildings 

including the required number of units within the same PUD is permitted 
 Investment in a tax credit project pool targeting NOAH projects in the City of 

Minneapolis 
 Dedication of the same number of required IZ units, as ‘income-restricted’ in an 

existing owned building.  
 
 



Eric Amel, AIA 
President, Prospect Park Association

cc: Robin Garwood, Policy Aide, Ward 2
Council Member Jeremy Schroeder, Chair, Zoning and Planning Committee
Becca Cowin, Local Government & Legislative Affairs Coordinator, Minnesota 
Student Association, and PPA Board Member
John Wicks, Chair, PPA Land Use Committee; and PPA Board Member

Staff

Sincerely,

October 28, 2019 

TO: The Honorable Cam Gordon
 Minneapolis City Council, Ward 2
 350 South 5th Street, Room 307
 Minneapolis, MN 55415
 

Re: Inclusionary Zoning Ordinance and Unified Housing Policy 

Dear Councilmember Gordon 

Prospect Park Association strongly supports your position that our City of Minneapolis Inclusionary 
Zoning Ordinance and Unified Housing Policy remove the ½ mile perimeter exclusion around the 
University of Minnesota campus in Prospect Park neighborhood. 

Further, Prospect Park Association supports the adoption of alternative eligibility guidelines that 
allow college students to qualify for affordable housing units. PPA requests that students receiving 
Pell grants be allowed to qualify for affordable designated units in development projects that do not 
receive Tax Increment Financing (TIF) funds.

Thank you for your attention to our community recommendations and the feedback of your 
constituents. We look forward to working with you as the Inclusionary Zoning Ordinance and Unified 
Housing Policy advance.
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Sether, Shanna M

From: Carr, Emily
Sent: Thursday, October 31, 2019 9:05 AM
To: Brennan, Andrea; Bernard, Joseph A.; Hendricks, Matthew; Kimball, Roxanne; Nilsson, Erik A.; 

Pennington, D'Ana M.; Roe, Shelley; Sether, Shanna M; Topinka, Katie J; Weinmann, Karlee; 
Winkelhake, Mark C.; Skildum, Angie; Wittenberg, Jason W.; Bernard, Joseph A.

Subject: FW: [EXTERNAL] Inclusionary zoning commentary

Public comment on IZ.  
 
‐‐‐‐‐Original Message‐‐‐‐‐ 
From: Cronin, John [mailto:john.cronin@ecolab.com]  
Sent: Wednesday, October 30, 2019 9:32 PM 
To: Carr, Emily <emily.carr@minneapolismn.gov> 
Subject: [EXTERNAL] Inclusionary zoning commentary 
 
[EXTERNAL] This email originated from outside of the City of Minneapolis. Please exercise caution when opening links or 
attachments. 
 
Hi Emily, 
 
I do not agree with requiring new development to include affordable housing units. Although I entirely agree that the 
affordable housing crisis needs to be addressed, I don’t believe this is the way to go about it. I think doing this will 
disincentive developers from building new units in Minneapolis (favoring other close by suburbs) and a lot of cost cutting 
will be done by the remaining developers to make up for the rent losses that will impact the quality of new 
development. 
 
I think a better approach would be through a tradable credit system similar to the carbon credit system businesses need 
to use to control carbon emissions. This allows for developers to still have the choice to operate efficiently and make 
decisions that are based on their unique needs, competitive advantages, and position in the market, while still increasing 
available affordable units at the same rate as the proposed government regulation. 
 
For example, there is a high‐end 200‐unit development being built in a prime location in North Loop by a luxury 
developer, and the cost to build each unit is $100K. The developer is required to have X number of units (say 5%) be 
affordable. This means that there will be 10 affordable units created for $1M. Whereas a developer who focuses on 
affordable units and who builds in more affordable and residential parts of town, would likely be able to more than 
double the amount of affordable housing with the same $1M budget. With the tradable credit system, new developers 
for whom it does not make economic sense to add affordable units will be required to buy affordable unit ‘credits’ from 
developers who focus on the affordable market share and will build their units for them. This way all of the new 
development’s money is going to increasing the affordable housing supply, instead of half just going to cover the high 
cost of luxury real estate. 
 
This allows companies to stay focused on their markets and competitive advantages, avoid the long‐term impact of over‐
regulating where supply is reduced from developers, like Doran leaving the market, and also create a demand for 
developers to specialize in creating affordable housing units. 
 
10 years ago, my mom won a lottery to live in an affordable housing unit of a luxury apartment complex in Boston, MA 
(Charles River Landing). Although I was extremely thankful for being able to live in such a nice place, I had mixed feelings 
on how my mom never wanted to buy her own place because she was getting such a good deal on rent and the house 
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she would be able to buy would not be as luxurious. She still lives in that apartment today and I think that if that luxury 
unit was not available, should would have her own home by now. 
 
Out of curiosity, how is my, and all other, email feedback being handled? Are all comments read during the meeting on 
December 2nd? 
 
Thank you for hearing my thoughts on this issue, John 
 
CONFIDENTIALITY NOTICE: This e‐mail communication and any attachments may contain proprietary and privileged 
information for the use of the designated recipients named above. Any unauthorized review, use, disclosure or 
distribution is prohibited. If you are not the intended recipient, please contact the sender by reply e‐mail and destroy all 
copies of the original message. 
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

On-site Affordability 
Requirements - Rental 

 

• Option 1: 8% of units affordable at 60% of Area 
Median Income (AMI); no City financial 
assistance; revisit after 18 months 

• Option 2: 20% of units affordable at 50% of 
AMI; City financial assistance (Tax-Increment 
Financing) available 

• Option 3: Half the 60% AMI requirement (4% of 
units) affordable at 30% of AMI; no City 
financial assistance 

• Exempt smaller projects (50 units or less) 
• 10% of units affordable at 60% of AMI; TIF 

available under the terms of the Revenue Loss 
Offset Policy 

• In lieu of building on-site, capture Tax 
Increment on market-rate project and divert to 
AHTF for affordable project preservation or 
new construction funding. 

• Create Minneapolis Inclusionary Development 
Investment Fund. 

On-site Affordability 
Requirements - Ownership 

• Initially: ownership projects exempt 
• Starting 6 months after the first 500 units are 

approved and permitted: 4% of units affordable 
at 80% of AMI 

• Starting 6 months after the first 1000 units are 
approved and permitted: 8% of units affordable 
at 80% of AMI 

• Agreeable 
• Exempt projects of 50 units or less. 
• Projects of 51+ units receive city subsidy for 

cost differential of average price per unit and 
affordable sale price point. 

• Suggest using “constructed” units rather than 
approved and permitted. 

Revenue Loss Offset Policy (TIF 
Policy) 
 

• If the City determines that the maximum 
available TIF is insufficient to achieve feasibility, 
the City will provide additional financial support 
or reduce the IZ requirement (for the non-TIF-
supported option) to a feasible level. 

• Staff will provide an annual report of any 
projects that receive additional financial 
assistance or a reduced IZ requirement, 
including how much assistance or reduction was 
provided. 

• Agreeable 
• Agreeable 

 
 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

Threshold Size / Scaling for 
Smaller Projects 
 

• Apply IZ policy to projects of 20 or more units 
• For projects of 20-99 units (with non-TIF 

options), exempt the first 15 units from the IZ 
requirement. Exemption tapers off for projects 
from 85-100 units. 

• Exempt projects of 20-49 units until 6 months 
after the first 500 units in 20-49-unit projects 
are approved and permitted (receive building 
permit) 

• Exempt Projects of 50 units or less. 
• Apply recommended on-site affordability 

requirements to 51 + unit projects. 
• Tiers proposed are complicated to implement. 

Suggest “constructed” if any tier structure is 
retained. 

Student Housing 
 

• Student housing projects owned and operated 
by a college are exempt 

• Privately-built housing intended to primarily 
serve students is not exempt 

• Students are eligible for any IZ unit if they meet 
federal eligibility requirements 

• Rents set on a per-unit basis (rather than per-
bedroom). Units may be rented out by the 
room, but the total rent for the unit can’t 
exceed the set rent per unit. All residents 
occupying the unit must be deemed eligible. 

• Exempt Student Housing as limits to student 
eligibility for income restricted housing makes 
this difficult to provide units to students. 

• If not exempted, limits on student eligibility 
make this unlikely for LIHTC 

• If not exempted, AHTF subsidies will be needed 
for student housing since LIHTC is not available. 

• If not exempted, rents set on a per-bedroom 
basis, if units are rented by the bedroom. 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

Compliance alternatives -  
In-lieu Fee 
 

• Set the fee to be moderately higher than the 
affordability gap (cost to developer to build on 
site). Specifically, if the on-site requirement is 
8% of units affordable, set the in-lieu fee based 
on the cost to the developer of making 10% of 
units affordable. 

• $15/square foot for projects of up to 7 stories 
• $22/square foot for projects of 8 or more 

stories 
• Proportional amount when requirement is 

phasing in, i.e. when ownership requirement is 
4% (half of 8%), reduce in-lieu fee amount by 
half 

• Consider adjusting ownership fee when condo 
market picks up again 

• Exempt first 50 units from the SF calculation. 
• Establish pricing based on Net Rentable square 

feet, not Gross square feet of project or net 
square feet of residential area. 

• Apply $15/RSF for all projects vs. charging 
$22/RSF on concrete projects, as concrete 
projects are already encumbered by higher 
construction costs. 

• Explore establishment of a NOAH preservation 
investment fund as a compliance alternative 
option. 

 
 
 

Compliance alternatives -  
Off-site Development 

• Allowed within ½ mile of market-rate 
development 

• Partnership with affordable housing developer 
allowed 

• Project must provide at least the level of public 
benefit that would be achieved on-site 

• Market-rate developer must make a meaningful 
contribution to the affordable project 

• Affordable units must be built and occupied 
prior to or concurrent with the market-rate 
units or the market-rate developer must 
provide a guarantee of at least an equivalent 
contribution as the in-lieu fee should the 
affordable project not be completed within a 
set period of time 

• Staff may recommend an off-site project 
outside these defined parameters for 
consideration by Council 

• Define “phased” development as same as PUD 
for IZ Compliance.  

• Agreed. All typical grants/loans/subsidies apply. 

• Clarify what this “public benefit” standard is. 

• “Meaningful contribution,” should include 
shared facilities, amenities or infrastructure, 
and not just dollars or land. 

• Income restricted may not be ready to proceed 
at same time as market-rate, through no fault 
of market-rate developer. Allow more flexibility 
here up to 36 months from permitting before 
guarantee kicks in. 

• Staff flexibility for off-site should be broadened 
to allow for maximum number options including 
acquisitions of vintage/NOAH or conversions of 
same to formal affordability like 4d. 

 
 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

Compliance alternatives -  
Land Donation 

Donated land must: 

• Have an appraised value is equal to or greater 
than the in-lieu fee in effect at the date of 
dedication. If the appraised value is less than 
the in-lieu fee, developers may contribute the 
remaining requirement in a cash fee. 

• Be in a location where there is high need for 
sites for affordable housing 

• Be developable for affordable housing (e.g. in 
an area zoned for residential, no existing 
structures on the site) 

• Agreeable 

• Confusing and counter-intuitive. Income 
restricted need in QCT areas will typically be 
less valuable land than CBD parcels. Underlying 
zoning will vary land values. Use FAR or unit 
entitlement as standard and not dollar value.  

• Parcels zoned or zone-able for housing – 
regardless of improvements at time of 
contribution should be acceptable, if market 
rate developer obtains the entitlements on the 
donated land. 

Compliance alternatives -  
Fractional units 

If the inclusionary requirement results in a number 
that includes a fraction of a unit, the 
developer may choose to: 

• Pay an in-lieu fee for the fraction of the unit, or 

• Round the requirement up (not down) to the 
next whole unit 

• Exempt fractional units under .50 from any 
contribution. 

• Pay an in-lieu fee for the fraction of the unit in 
excess of .50 

 

Exemptions 
 

• Affordable housing projects that use certain 
public financing sources and provide at least 
20% of units rent-restricted and income-
restricted affordable at 60% AMI or below 

• For continuum of care / assisted living facilities, 
only the housing portion of the price of a unit 
must be affordable to the target income level 
(the housing + services price could exceed an 
affordable price for the target income level). 

• Agreeable 

• Apply same first 50 units exemption for Assisted 
Living Units we recommend for other types. 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

Design standards 
 

• In single structure developments, affordable 
units shall be located proportionally throughout 
the floors of the building compared to market 
rate units. In buildings of more than 10 stories, 
affordable units may be distributed throughout 
only the bottom 2/3 of the building. Affordable 
units should not be on floors master-leased to a 
short-term rental provider. 

• Externally and from all shared spaces, 
affordable units should not be distinguishable 
and should be architecturally equivalent. 
Interior layouts, designs, materials, and finishes 
should be functionally equivalent but do not 
have to be identical 

• Unit types (size and # of bedrooms/bathrooms) 
for affordable units should be proportional to 
market rate units, except if the developer 
chooses to provide more family/large 
household affordable units (3 and 4 bedrooms). 
In all cases, units must meet minimum size 
standards. 

• Affordable units shall share the same entrances, 
common areas and amenities as market rate 
units. 

• Use existing MHFA or LIHTC unit distribution 
standards for ease of implementation and 
simplicity of regulatory control. 

• Use existing MHFA or LIHTC unit distribution 
standards for ease of implementation and 
simplicity of regulatory control. 

• Use existing MHFA or LIHTC unit distribution 
standards for ease of implementation and 
simplicity of regulatory control. 

• Agreeable 
 
 

Effective date 
 

• Complete land use applications submitted 
1/1/20 – 6/1/20 subject to new policy 
provisions except that in-lieu fee is the only 
compliance alternative available. 

• Complete land use applications submitted 
6/1/20 and later have access to all compliance 
alternatives. 

• Applications prior to 6/1/20 follow interim 
ordinance guidelines. 

• Applications after 6/1/20 allow all compliance 
alternatives available. 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf
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Draft Policy Recommendations Grounded Solutions Network [Link] Building Minneapolis Together 

Updating the Policy 
 

• Initial revisit: Staff will conduct an analysis of 
the policy’s performance, including whether to 
increase rental requirement (non-subsidized 
option) from 8% to 9% and whether to make 
changes to compliance alternatives to increase 
on-site production compared to in-lieu fees, 
and bring any recommended changes to Council 
within 18 months of the policy’s effective date. 

• Conduct a comprehensive review of the policy 
every 3-5 years, including an analysis of 
whether inclusionary requirements remain 
appropriate given longer-term economic trends. 
Don’t try to update the policy every time the 
market changes. 

• If the on-site requirement is increased, increase 
the in-lieu fee by a proportionate amount to 
maintain the incentive for on-site compliance. 

• Update in-lieu fees annually based on 
construction cost index. 

• Conduct an analysis of the policy’s performance 
with industry participation to evaluate loss of 
existing NOAH units, cancellation of proposed 
market-rate production and efficacy of program 
over first 18 months to produce new income 
restricted housing that would have otherwise 
not been built.  

• Conduct a comprehensive review of the policy 
every 3 years, including an analysis of whether 
inclusionary requirements remain appropriate 
given longer-term economic trends. Don’t try to 
update the policy every time the market 
changes. 

• Stabilize fee expectations over three-year 
development cycles, rather than annual 
changes or indexing. 

 
 
 

https://lims.minneapolismn.gov/Download/File/2877/Policy%20Recommendations%20Handout%2010.15.19.pdf


 

 
 
November 6th, 2019 
 
TO: Namon Freeman, Rick Jacobus, Stephanie Reyes at Grounded Solutions Network; 
Andrea Brennan at CPED 
 
Make Homes Happen is a coalition of organizations mobilizing for the production and 
preservation of affordable housing and protection of tenant rights in the City of 
Minneapolis through education, advocacy, and public policy reform. Throughout the 
past two years, we have engaged with City Council Members, CPED, and Grounded 
Solutions Network to shape an inclusionary zoning policy we believe will best serve 
Minneapolis residents experiencing the burden of the affordable housing crisis. 
Ultimately, we believe that in deciding the future of inclusionary zoning in Minneapolis, 
City Council Members and city staff should prioritize our concern for the public good 
over our concern for the profitability of individual businesses.  
 
The calculations Grounded Solutions Network used to develop their draft 
recommendations include a very generous 5.9% yield on cost metric to assess project 
feasibility. This emphasis on robust returns for developers should not come at the 
expense of prioritizing the purpose of inclusionary zoning: ensuring the creation of 
affordable units so that residents of all incomes can benefit from increased housing 
supply and development.  
 
Broadly, there are a few factors we believe should be more heavily weighed in the 
decision making process. We can anticipate that because “marginal” deals are riskier, 
developers will be weary to complete them and prefer to pursue projects that have 
higher returns. Given this, we shouldn’t let the potential impacts on those “marginal” 
return projects dictate our inclusionary zoning policy. Furthermore, we know that the 
most financially successful developers are the ones that contribute the least to the 
public good through high-end, beyond market-rate apartments that are out of reach for 
median income residents, let alone extremely low-income or low-income residents. The 
inclusionary zoning policy should not prioritize their continued profitability without 
greater consideration of their impact on residents experiencing the most housing 
instability. Lastly, and most importantly, given the city’s recent changes to parking 



 

minimums and density, developers are receiving the benefits of many regulatory 
changes that are ultimately decreasing development, and at no cost to them. This 
inclusionary zoning policy is one way to capture those benefits for public good.  
 
Please see below for our comments on the various sections of the Draft Policy 
Recommendations as presented by GSN to the HPD Committee on October 16, 2019: 
 
On-site Affordability Requirements - Rental: 

- To ground us in reality, we would like to reiterate that HUD defines 60% AMI for 
the MSP area as $60,000 for a household of four, which is equivalent to a family 
of four earning 100% AMI in the city of Minneapolis.  

- We believe the reduction from 10% to 8% of units at 60% AMI (or from 5% to 
4% at 30%AMI) should be rejected. 10% is low enough as it is - a reduction to 
8% sacrifices some of the precious few units that might be created through this 
policy only to pad return on investment. 

- If the city is serious about taking on real affordability, we need to focus on 50% 
AMI and below. 

- Therefore, we recommend removing Option 1 (8% of units affordable at 60% 
AMI) and having developers choose between Options 2 and 3 (with option 3 
being set at 5% of units at 30% AMI). 

- During our meeting, Rick Jacobus mentioned the Los Angeles IZ example, 
through which developers found it easier to build fewer units of deeper 
affordability due to the ability to make up for the affordability gap with the 
greater proportion of market-rate units. We think this is an important case study 
to consider, and an example of how deeper affordability can be made feasible. 

 
On-site Affordability Requirements - Ownership: 

- To make sure that ownership units created through the IZ period truly go to 
buyers in need of affordable ownership opportunities, we believe that there 
should be an asset test/restriction in addition to income restrictions. 

- We don’t think there should be a ramp-up period. 
- If the city is going to have a ramp-up period, then rental-to-owner conversions 

need to be included in the count. 
- Ramp-up numbers should be cut in half. During our meeting, a city staff member 

stated that it takes approximately 3 years to get to 500 units; if we’ve already 
been waiting 10 years for a policy, then we should not continue to delay. 

- We should strengthen the ownership requirement by increasing the mandated 
affordability from 4% and 8% to 5% and 10%, respectively. 

 



 

Revenue Loss Offset Policy (TIF Policy): 
- This should only be used in a scenario in which the developer would otherwise 

not be able to complete the deal (not to make their profits whole). 
- The TIF should only be used to cover the gap in affordability, not to fill the gap in 

profit.  
- One concern is whether the City is going to get full transparency from 

developers regarding financial projections (if someone were trying to exploit this, 
they could underestimate returns in the underwriting process in order to justify 
additional city financial assistance) 

- If the City provides financial assistance and the project overperforms, there 
should be a clawback provision for those funds. 
 

Threshold Size/Scaling for Smaller Projects: 
- We don’t believe scaling should be incorporated into the policy because it 

provides such little benefit for so much staff time; it is not worth the trouble and 
work for city staff.  

 
Compliance Alternatives: 

- In-lieu Fee: GSN’s rationale here is sound and good, especially taking into 
account the scale of buildings. 

- Ultimately, this comes down to a policy choice for the city - Are we prioritizing 
temporary affordable units across the city or money for deeper, permanently 
affordable units that may not be as geographically dispersed? 

- Off-site Development: How is the city going to measure “level of public benefit” 
or “meaningful contribution”? We feel strongly that the City must be gaining 
measurable additional benefits from such projects.  For instance, if a developer is 
just selling land to a non-profit developer at market price and does nothing else 
to financially support the project, then the non-profit developer will be going 
back to the normal pool of affordable housing dollars (tax credits, 
county/federal/Met Council funds), which ultimately increases competition in the 
same, limited pool of funds. The point of this policy is to shift some of the 
affordable housing burden on to private developers, not for private developers to 
continue putting it on the backs of the non-profit development community.  

- We do not believe that a letter of support and market-value land transaction is a 
meaningful contribution from a developer. In fact, that is the bare minimum that 
should be expected.  

- Overall, the city needs to make sure they are getting equivalent or better 
outcomes on alternative compliance options. 

 



 

Updating the Policy: 
- What are the metrics we are using to measure the policy’s performance? 
- We don’t want to create perverse incentives for developers to influence results. 

For example, the City of Portland received the equivalent of three years worth of 
development permits before the effective date of their IZ policy, then very little in 
the following two years. Eighteen months later, they weakened their IZ policy. 

- We know the market will change and adjust to this policy, we can’t equate 
change to failure. 

- The city should ensure that the in-lieu fee is dynamic so that it can adjust to 
changes in the market. 

 
Thank you for the opportunity to weigh in on this important policy, and for your work in 
taking the necessary steps towards more equitable housing in our majority-renter city. 
Please let us know if you have any questions or would like clarification on any of our 
points. We look forward to continuing to work with you on the many additional policy 
changes we need to ensure an increase in production and preservation of affordable 
housing and protection of tenant rights in the City of Minneapolis. 
 
Sincerely, 
 
Make Homes Happen 







The Southeast Como Improvement Association and the programs and activities therein are open to ALL and do not discriminate on the basis of race, 
color, national or ethnic origin, ancestry, age, religion or religious creed, disability or handicap, sex, gender identity and/or expression sexual 

orientation, military or veteran status, genetic information, or immigration status 

Para asistencia correo electrónico secomo@secomo.org, Yog xav tau kev pab, hu email secomo@secomo.org, Hadii aad Caawimaad u 
baahantahay secomo@secomo.org 

 

 

SECIA 
(see-key-ah) 

 
PO Box 18460 

Minneapolis, MN 
55418 

 
www.secomo.org 

secomo@secomo.org 

 
612-685-0371 

 
 

The Southeast Como 

Improvement Association 

works to maintain and 

enhance the physical, social, 

and economic environment 

of our neighborhood. 

 

Through programs that 

serve our community’s 

present and future needs, 

through communication, 

stewardship, and citizen 

involvement, we strive to 

foster a sense of community 

and to promote the 

neighborhood as a vibrant 

place to live. 

 
November 7, 2019 
 
To: Council Member Cam Gordon 
Council Member Kevin Reich 
 
Re: Inclusionary Zoning Ordinance and Unified Housing Policy 
 
Dear Council Members Gordon and Reich, 
 
The Southeast Como Improvement Association (SECIA) strongly 
supports the position that the City of Minneapolis Inclusionary Zoning 
Ordinance and Unified Housing Policy remove the ½ mile perimeter 
exclusion around the University of Minnesota campus included in the 
interim policy. 
 
Further, SECIA supports the adoption of alternative eligibility 
guidelines that allow income-eligible college students to qualify for 
affordable housing units. SECIA supports the recommendation by the 
Minnesota Student Association (MSA) that a need-based technique 
(e.g. Pell grants) for eligibility be used. 
 
Thank you for your attention to our community recommendations and 
the feedback of your constituents. We look forward to working with you 
as the Inclusionary Zoning Ordinance and Unified Housing Policy 
advance. 
 
Sincerely, 

                      
 
Karl Smith                                                Alex Farrell 
President                                                 Executive Director 
 
cc: Council Member Jeremy Schroeder, Chair, Zoning and Planning 
Committee 
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