CRYSTAL CITY COUNCIL

CITY [of
CRYSTAL

FIRST WORK SESSION AGENDA
Tuesday, November 5, 2013

6:15 p.m.
Conference Room A
Pursuant to due call and notice given in the manner prescribed by Section 3.01 of the
City Charter, the first work session of the Crystal City Council was held at p.m.

on Tuesday, November 5, 2013 in Conference Room A located at 4141 Douglas Drive,
Crystal, Minnesota.

l. Attendance
Council members Staff
_____ Selton _____Norris
_____Adams _____Therres
______Budziszewski __ Peters
___ Deshler ___ Sutter
_____Hoffmann _____Hansen
_____ Libby ______Mathisen
__ Peak _____ Revering
____Norton
______Serres
Il. Agenda

The purpose of the work session is to discuss the following agenda items:
* Metropolitan Council’s 2040 population, household and employment forecasts
* Funding for Public Works facility

lll. Adjournment
The work session adjourned at p.m.




] COUNCIL STAFF REPORT
“qwsm Metropolitan Council’s
T — Preliminary 2040 Forecasts

FROM: John Sutter, City Planner/Assistant Community Development Director ("ﬁg

DEPARTMENT HEAD REVIEW: Patrick Peters, Community Development Director/gw/)

DATE: October 31, 2013
TO: Anne Norris, City Manager (for November 5§ work session)

SUBJECT: Discuss Metropolitan Council’s preliminary 2040 forecasts and
possible city response

State statute requires metropolitan cities to update their comprehensive plans every ten
years. The next update is due in 2018 and we expect to begin working on it in 2017,

Metropolitan Council (“MC") reviews local comprehensive plans for consistency with
regional systems. As part of this review MC examines the land use chapter and related
chapters to determine whether the local plan is consistent with MC's “System
Statements” which include population, household and employment forecasts. In
practice, the focus is really on the household forecast because households are the
more important factor for residential land use and development.

MC recently issued its preliminary 2040 regional and local forecasts which were made
using computer models for the region’s economy, employment and population (“REMI-
Pi™), household type (“Profamy”) and real estate (“Cube Land”}.

The Planning Commission discussed the 2040 forecast at its October 14 meeting and
had many of the same concerns as staff (see pages 3-4 of this memo). Staff then
attended an MC workshop at the Ridgedale Library on October 30. Staff from other
cities at our table (Robbinsdale, New Hope, Rogers, Medina, Minnetonka, Orono, Edina
and Bloomington) were in agreement with our comments.

The following Exhibits are attached:

A. MC “Metro Stats” bulletin — regional overview of the 2040 forecasts

B. MC preliminary 2040 forecasts by county and city (Crystal highlighted)
C. Crystal charts showing MC's 2040 forecasts
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2040 Forecast Summary:

1. Crystal in comparison with averaged forecasts for developed suburbs in

Hennepin County and region-wide:

Crystal:

— Population up 6,149 or 27.8%
- Households up 3,217 or 35.0%
— Employment up 2,171 or 55.3%

Hennepin County developed suburbs:
- Population up 99,346 or 38.0%

- Households up 45,539 or 40.4%
- Employment up 41,650 or 22.7%

Twin Cities metro area developed suburbs:
- Population up 153,486 or 33.7%
- Households up 75,598 or 39.1%
~  Employment up 72,842 or 24.3%

2. Developed suburbs which are forecast to have the highest and lowest forecast

percent change in each of the three categories:

Population:
Henn Co - highest: Hopkins
Henn Co - lowest: Brooklyn Center
TC metro - highest: Hopkins
TC metro - lowest: Spring Lake Park
Households:
Henn Co - highest: Hopkins
Henn Co - lowest: St Anthony
TC metro - highest: North St Paul
TC metro - lowest: Falcon Heights
Employment:

Henn Co - highest: Crystal
Henn Co - lowest: Robbinsdale

TC metro - highest: Crystal
TC metro - lowest: Falcon Heights

+55.8%
+13.3%

+ 55.8%
+ 4.8%

+ 47 .0%
+32.5%

+47.3%
+11.7%

+55.3%
+10.8%

+55.3%
-13.2%
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Staff comments:

1.

The population and household forecasts for Crystal are not unique; they are
broadly consistent with MC's forecasts for other similar developed suburbs. But
the degree of increase forecast among developed suburbs is unrealistically
high, and for developing suburbs, unrealistically low.

Households are the major driver of residential development. MC’s forecast for
households in Crystal is an increase of 3,217 from 2010-2040 — meaning an
average of 107 additional housing units every year from 2010-2040. For
compatison, during the eight year period ending Dec. 31, 2007 (when
development activity was relatively strong), Crystal had a net gain of 179 housing
units, averaging 22 per year. In other words, MC’s 2040 forecast assumes a
pace of development in Crystal five times faster than the boom years of
2000-2007. Other cities' staff expressed a similar opinion that the MC forecasts
are not just off by a little bit; they are way beyond the realm of reasonable
possibility.

Crystal staff put it specifically:
We have seen no net gain in housing units since 2010 and we're already
three years into the forecasts’ 30 year period. (One-for-one replacement of
blighted houses doesn’t count.)

» The Cavanagh will come online in 2014 with 130 out of the 3,217 additional
units forecast by 2040.

= That leaves 3,087 more units to be added in 2015-2040, or 119 units per year
for the next 26 years. Almost a Cavanagh per year, every year, from 2015-
2040. That is completely unrealistic and unreasonable.

MC staff acknowledged that the land supply part of the model does not reflect
the practical realities of redeveloping a site that already has an active,
functioning use (a “going concern”). MC staff explained that the model compares
potential rent to construction costs to determine development feasibility but does
not account for the cost of relocating the existing use elsewhere. MC also
confirmed that the model does not account for political/community opposition
and (most importantly) the willingness of current owners to sell. In other words,
the model apparently sees already-developed areas like Crystal the same way it
sees cornfields in Rogers and Farmington.

The employment forecast for Crystal, with an increase of 55%, stands out from
other developed suburbs. The next highest city is Columbia Heights at 41%, and
the average among all of the developed suburbs is only 24%. Crystal and other
cities made the point that residential development on already-developed sites
typically requires displacement of some existing use which would likely depress
employment. MC staff acknowledged the contradiction inherent in
forecasting high household and employment growth in developed cities.
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Crystal and several other cities’ staff suggested that the problem lies in the way
MC turns its regional forecasts into local mandates, and maybe the “forecasts”
are really just MC’s aspirations and should be treated as such.

Ancther option would be a two-tiered approach separating infill development of
vacant sites (reasonably likely, and able to designate on the 2040 planned land
use maps) from redevelopment of existing uses (impossible to predict or
designate in advance). This is the approach MC reluctantly allowed Crystal to
use in our most recent Comp Plan update. As redevelopment of existing uses
occurs over time, dependent on willing sellers, financial feasibility and
political/community support, the planned land use map would be amended to
accommodate specific projects. The Cavanagh is a real-world example of how
redevelopment opportunities arise in unpredictable ways — how would you
show it on a map 10-20 years in advance?

Staff opinion is that it is important to formally state our concerns and objections now,
early in the Comprehensive Plan update process, in the hope that MC's computer
model will be re-worked and the 2040 forecasts for Crystal revised dramatically
downward. And if not, then at least the city would have a good basis for political and (if
necessary) legal challenges to MC as we move closer to our next Comp Plan update
due in 2018. To that end, staff proposes to formalize our comments in a letter to MC,
but we want to check in with the City Council before doing se.

Next steps:
e Send letter to Metropolitan Council with our comments, concerns and objections to

the 2040 forecast

MC may agree to revise the 2040 forecast later this year depending on the
workshop discussion and city comments. Based on the discussion at the workshop,
it was clear that MC staff understand and largely agree with our concerns — so we
are hopeful.

The forecast will be continually revised and recalibrated by MC throughout 2014 and
2015,

After MC's Regional System Statements are released in fall 2015, we can appeal
the 2040 forecast prior to beginning work on the 2018 Comprehensive Plan Update.
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jal Metropolitan Council
e

The Metropolitan Council
forecasts population, households
and employment for the seven-
county Minneapolis-St. Paul
region with a 30-year time
horizon.

The Council will allocate this
regional forecast to local
communities through additional
modeling. The Council's local
land use model will represent the
expected spatial distribution of
population, households and
employment during 2010 to 2040,
given real estate and location
choice dynamics, and regional
policies and local land use
controls. The ultimate results of
this project—a final regional
forecast, together with local
forecasts—will be incorporated
into the next metropolitan
development guide scheduled for
Council adoption in early 2014.

Consistent with Minnesota
Statutes 473.146 and 473.859,
the regional and local forecasts
are intended as a statement of
future expectations and will
reflect regional planning and
policies.

For more information about the
methodology behind these
regional forecasts, see p. 5.

What Lies Ahead: Population, Household and Employment Forecasts to 2040

April 2012

Metropolitan Council Forecasts to 2040

Metropolitan Council’s preliminary forecast anticipates
increasing demographic diversity and continued growth
for the seven-county Minneapolis-St Paul region by
2040. The region’s population is projected to grow by
893,000. By 2040, 43 percent of residents will be
persons of color.

2010 2020 2030 2040
Population 2,850,000 3,144,000 3,447,000 3,743,000
Households 1,118,000 1,293,000 1,464,000 1,576,000
Employment 1,548,000 1,743,000 1,943,000 2,118,000

For more information, contact:
Todd Graham

Principal Forecaster
todd.graham@metc.state.mn.us
651-602-1322

Publication No. 74-12-016

The seven-county Minneapolis-St. Paul region is projected to gain
893,000 people over the next three decades, reaching 3,743,000
residents in 2040, up from 2,850,000 in 2010. Projected growth rates,
9 to 10 percent per decade, are well below the historic growth rates of
15 percent per decade in the 1980s and the 1990s.

Natural population growth, or births outpacing deaths, will add 609,000
residents. Natural population growth will account for over two-thirds,
or 68 percent, of the total population growth from 2010 to 2040. Birth
rates are higher among families of color than white families,
contributing to the increasing racial diversity of the region.

One-third of the population increase in the Minneapolis-St. Paul region
will result from migration. The Minneapolis-St Paul area is likely to
gain 463,000 new residents through international immigration while
losing 179,000 residents to domestic out-migration.

The Minneapolis-St. Paul region will continue to be an immigration
gateway throughout the 30-year period, and immigration will

substantially advance the region’s diversity. Of the expected (
international immigrants, 83 percent will be people of color, from all

continents; the remaining17 percent will be white, non-Hispanic.
L

Q&
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MetroStats

What Lies Ahead: Population, Household and Employment Forecasts to 2040 April 2012

Net domestic migration—between
the Twin Cities region and the rest
of the nation—will be negative,
totaling a loss of 179,000 residents
203,000 [l 188,000 during 2010-40. This is not a new
231,000 - trend; US Census data shows out-
migrants leaving the region have
159,000 [l 179,000 outnumbered new domestic arrivals
: n . during the past decade.
= Domestic Migrants R Sl RN B4l | Geographic position and perceived
: 7 attractiveness of the Minneapolis-St.
Paul area are challenges to
domestic migration. While the
2001-2010 2011-2020 2021-2030 2031-2040  region’s employment and business
opportunities draw international
immigrants, the Twin Cities are less attractive to movers who have other priorities. This trend is projected
to continue into the future unless there is a major change that dramatically alters domestic perceptions of
attractiveness and amenity value.

Components of Population Growth, 2000-2040

® Natural Growth
u |nternational Migrants

Migration and natural population growth together will replenish the Minneapolis-St Paul region’s school
enrollments and workforce. The Council forecasts 254,000 additional residents under the age of 25 in the
Minneapolis-St Paul region, up from 965,000 in 2010 to 1,219,000 in 2040, for a 26 percent increase.
These dynamics will balance out the rapid expansion of the region’s senior citizen (65 and over)
population.

_ o o Population by Age, 2010-2040
The senior population in the Twin Cities
area will double between 2010 and
2030 and will continue growing
throughout the projections period, from
307,000 seniors in 2010 to 770,000 mAges 65+
seniors in 2040. Between the aging of wAges 25-64
Baby Boomers and longer life

: o RE . " :
expectancies, senior citizens will hges 1024 | g _ - a5
become a substantial cohort of the NAges 0-14  HESE e |
iy . . ey 15,000
population in the Minneapolis-St. Paul 384,000 [ 441.000 . 475,000 i °
area. In 2010, senior citizens were 11 s l Eohoon l 639,000
percent of the region’s population; in R : e R

2040, seniors will be 21 percent of the 2010 2020 2030 2040
population.

As the age profile of the population shifts, the mix of households in the Minneapolis-St. Paul area is also
changing. The Council forecasts 1,576,000 households in 2040, an increase of 41 percent from 2010.
Senior citizens are the most significant contributors to household growth as seniors tend to live alone or
with a spouse. Most of the forecasted gain in households (58 percent) is reflected in net growth of one-
person households (up 179,000 over 30 years) and of married couples without children (up 87,000).
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MetroStats

What Lies Ahead: Population, Household and Employment Forecasts to 2040 April 2012

These gains reflect the end stages of the household life-cycle, as couples with children become
households without children.

Growth in Generation Y and Millennials will still generate growth in households with children (up 148,000

or 33 percent over 30 years). However, most of the net household growth in the Twin Cities area will
result from growth in one-parent households (up 80,000 or 62 percent over 30 years).

Household Type, 2010-2040

209,000

148,000 393,000

u Single parent with children 129,000

350,000

51,000
294,000
62,000

388,000

62,000
327,000
79,000

m Couple with children
325,000

44,000
240,000
52,000

327,000

m Cohabiting couple, no children
m Married couple, no children
® One person and other

oy 506,000
® Living alone

2010 2020 2030 2040

Between the churn of migration and higher birth rates among Hispanic, Black or African-American, and
Asian populations, the Minneapolis-St. Paul region will become more racially and ethnically diverse. In
2010, people of color comprised 24 percent of the regional population. By 2040, the Council projects that
43 percent of residents will be people of color. In 2040, the Minneapolis-St Paul workforce will reflect the
diversity seen today in the region’s elementary schools. The population of color will more than double, up
from 676,000 in 2010 to 1,613,000 in 2040, while the White non-Hispanic population will decrease by 2
percent. The region’s

Hispanic population is
expected to nearly triple
(from 168,000 in 2010 to
479,000 in 2040), and both
the Black or African-
American population and
the population of Asians
and other people of color
will more than double (from
234,000 in 2010 to 492,000
in 2040 and from 274,000 in
2010 to 642,000 in 2040).

The Council’s population
forecasts reveal contrasting
trends in the age distribution

Population by Race and Ethnicity, 2010-2040

479,000
‘ 353,000 e
e Y EY B
554000 s 05000 I 204,000 [l 492000

® Hispanic
m Asian and Other
m Black or African-American

® White non-Hispanic

2,174,000 [l 2,211,000 [l 2,196,000 [l 2,129,000

2010 2020 2030

2040

3
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MetroStats

What Lies Ahead: Population, Household and Employment Forecasts to 2040 April 2012

of people of color and white residents. These trends will affect the composition of the region’s working-age
residents, with significant implications for the future workforce of the region. The number of white
residents, ages 25-64, will shrink by 21 percent (from 1,262,000 in 2010 to 992,000 in 2040), while the
population of color in the same age cohort will more than double, climbing from 317,000 in 2010 to
762,000 in 2040. The share of people of color will increase from 20 percent of working-age residents in
2010 to 43 percent in 2040.

Population by Race / Ethnicity and Age

282,000

s 562,000 Bl 595 000 —
"Ages oo 104,000
mAges 25-64  (fpdspA(hly ! IR

: 54000 [N FTV3
HAges 15-24 il e ?Q 000
u Ages 0-14 s : H B 00l 0 B

. 264,000 il 270,000 244,000 s 271,000

170,000 [l 220090

366,000 |l 340,000 298,000 O Wl 255 000 [l 323,000 [ 405,000
2010 2020 2030 2040 2010 2020 2030 2040
White White White White People of People of People of People of

Color Color Color Color

The Council’s population forecasts anticipate an increasingly diverse student body in the region. The
population of color under age 25 will double in size, up from 335,000 in 2010 to 676,000 in 2040. In
contrast, the number of white residents under age 25 would decrease from 630,000 in 2010 to 543,000 in
2040, pulling down the share of white school-age children and young adults in this age of group from 65
percent in 2010 to 45 percent in 2040.

Migration dynamics are the major factor in this demographic transition. People moving from the
Minneapolis-St Paul area to other parts of the nation (domestic out-migration) are mostly white and older
(retirees). In contrast, the region’s gain of international immigrants is predominantly people of color,
mostly people in their 20s, often immigrating with children.

The Council forecasts an employment gain of 570,000 jobs, up from 1,548,000 in 2010 to 2,118,000 in
2040. The Council anticipates employment growth will range from 13 percent in the current decade to 9
percent in the 2030s. This growth compares to a net employment loss over the 2000s and previous gains
of 34 percent in the 1970s, 22 percent in the 1980s, and 26 percent in the 1990s.
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What Lies Ahead: Population, Household and Employment Forecasts to 2040 April 2012

The region’s Gross

Metro Product, the Historic and Forecasted Employment 2.118,000

sum of value added 1743 000 i243.000
by all industry 1,608,000 1,548,000 gy

sectors, will rise to 1,273,000

$400 billion in 1,040,000

2040—equivalent to 779,000

1.5 percent of the US

Gross Domestic

Product. For context,

the Minneapolis-St
Paul region has less 1970 1980 1990 2000 2010 2020 2030 2040

than 1.0 percent of
the nation’s population.

Employment opportunities in the Minneapolis-St Paul region attract not only new migrants, but also
commuting workers living in Greater Minnesota or Wisconsin. In 2010, the Council estimates that 7.7
percent of earnings at Minneapolis-St. Paul workplaces are earned by commuters into the region. (This is
offset by 1.5 percent of the region’s household earnings coming from work outside the Twin Cities region.)
This balance of workers commuting in, and earnings returning with those workers to their place of
residence, is projected to remain unchanged over the projections period as the Minneapolis-St Paul
region remains the predominant economic center for a large part of Minnesota and western Wisconsin.

About the Council’'s Forecasts

To prepare its long-range forecast, the Metropolitan Council has adopted REMI PI+, a regional
macroeconomic model, and ProFamy, a demographic model. Both models have been customized to
include additional regional data and represent Minneapolis-St Paul regional conditions.

The REMI Pl+ model represents regional economic dynamics and projects time-series of economic and
demographic outcomes. The REMI P+ projections are informed by data on the region’s industry mix,
costs and productivity, and analysis of regional competitiveness and relative position within the national
economy. Employment, migration and population outcomes directly flow from projected economic
performance.

The Metropolitan Council is using ProFamy, an extended cohort-component simulation model, to group
populations into household types. These projections are informed by age-by-race-specific demographic
schedules of birth rates, household formation and dissolution rates, fertility, and mortality rates. The end-
product is a time-series of projections of household counts by household type.
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Metropolitan Council 2040 Forecasts for Crystal (Preliminary, 9/1 1/2013)
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LCITYof

CRYSTAL Memorandum

DATE: October 30, 2013
TO: Mayor and City Council (for November 5, 2013 Council Work Session)
FROM: Charles Hansen and Patrick Peter //)

CH ‘

SUBJECT: Public Works Facility Financing

Update on Site Acquisition

The city has received appraisals for the parcels on West Broadway comprising the site for a new
Public Works facility. The five parcels together appraised at $2.5 million. While negotiations
have yet to commence, communications with the property owners suggest that the Council will
need to consider exercising its eminent domain authority for at least one of the parcels should
staff not be successful in negotiating friendly acquisitions. Condemnation action likely will result
in higher acquisition costs due to expenses related to attorney’s fees and relocation obligations

under the law.

The use of eminent domain was not unanticipated and, in fact, it is likely that the assembly of
most if not all of the sites studied earlier for a public works site would require condemnation, as
discussed at the May 21, 2013 Council work session. Stated differently, it is unlikely that a new
[or expanded] site for the Public Works facility can be assembled without the city exercising its
authority to use eminent domain for this public purpose.

Bond Financing

If the City goes ahead with land acquisition, the City Council must come to agreement on a
financing strategy for the project. Without a financing plan in place, the time and money spent
getting to the point of a negotiated land purchase or condemnation will be pointless.

There are three scenarios for financing the project
1) Use available funds in the Major Building Replacement Fund (MBRF), which has a

current balance of $10,200,000.
2) Sell bonds.
3) A combination of the two.

In previous discussions with the Council, some members have expressed a reluctance to draw

down the MBRF for a single project. Other members have expressed a reluctance to sell bonds.
Unless an agreement can be reached on the financing, it will not be possible to do the project.
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One suggestion has been to delay the project and find an annual revenue source of $100,000 —
$200,000 to build up the MBRF over time. This approach presumes that a continued infusion of
revenues ultimately would bring the MBFR to a level where the sale of bonds could be avoided
altogether, and the facility could be built without depleting the MBRF. The attached schedule
(Attachment A) illustrates why this approach is not feasible. With the current 3% inflation rate
in construction costs, about $400,000 a year would need to be added to the MBRF just to stay
even with inflation. Real progress toward the goal would require the addition of approximately
$1,000,000 a year to the MBRF. Even at that rate, the project would be delayed for several
more years.

The sale of bonds is the responsible way to finance major projects like construction of buildings
and public infrastructure. Bonding may hold a negative connotation for some because the
federal government has misused them, relying on bonds for annual operations not capital
projects. But the City of Crystal has a history of responsible use of bonds to successfully finance
major projects (swimming pool, County Highway 81 reconstruction, Community Center, special
assessments for street reconstruction), resulting in assets that provide long-term benefits. A
major advantage of utilizing bonds for the Public Works project is that they will be repaid within
the useful life of the facility. Citizens who receive the benefit of services provided by the facility
in the future will pay for a portion of it.

If bonds were to be sold in 2014, a tax levy to pay debt service would begin with taxes collected
in 2015. Since the final tax levy for the County Highway 81 bonds will be collected with 2014
taxes, this timing is ideal. The $563,153 annual levy payable in 2014 for the County Highway 81
bonds could become the $563,153 annual levy payable in 2015 for the Building Improvement
bonds sold in 2014. This tax levy could support 15-year bonds t otaling about $6,000,000,
assuming interest rates don’t increase before the bonds are sold. The bonds can be less than
$6,000,000 if the MBRF contributes more.

Depending on a) the final costs associated with land acquisition, building construction and site
improvements for the Public Works facility; b) the amount of the bonds to be sold; and c) the
amount to be contributed from the Utility Fund (estimated at + $1,000,0000), the MBRF might
be drawn down to about half its current balance. Council members are aware that there
currently is no annual revenue dedicated to the MBRF that will build it back up. However, there
will be opportunities from time to time to transfer excess money from other city funds or
deposit one-time revenues into the MBRF. This may not get the balance back up to the current
$10,000,000 anytime soon, but it is a way to replenish the MBRF gradually over time in
anticipation of other projects.

Bottom Line
1) To keep project costs under control, it is important to stay on schedule. As such, decisions

related to project financing and site acquisition, including use of eminent domain, must be
made now.

2) The use of bonding for development of a new Public Works facility is reasonable and
represents a responsible approach to financing a capital project that has long-term benefit.
Without bonding, it is likely that the project is not feasible.

3) A decision at this time by the Council on funding a new Public Works facility helps bring
clarity to the on-going discussions of the city’s general fund budget.
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Public Works Facility
Projected Cost Increases Over Time

Several alternatives have been discussed for financing construction of
the new facility. One is to delay construction and build up more cash in
the Major Building Replacement Fund. The goal being to reduce or
eliminate bonding and to avoid drawing the the Major Building
Replacement Fund down to about half its current level. A complicating
factor is that while we are delaying construction, there will be inflation in
the construction costs. Kodet Architectural estimates that this inflation
could be 3% to 5% in the next year. Since it would take several years to
build up a significant amount of additional cash in the Replacement
Fund, the table below goes out nine years and assume 3% each year.

Construction Cost Inflation Rate 3.00%

Estimated Cost

Year of Construction Cost Increase
2014 12,354,040

2015 12,724,661 370,621

2016 13,106,401 381,740

2017 13,499,593 393,192

2018 13,904,581 404,988

2019 14,321,718 417,137

2020 14,751,370 429,652

2021 15,193,911 442 541

2022 15,649,728 455,817

The beginning estimated cost is the mid point between the high and low
estimates for Scheme 10 with the land cost increased by $1,000,000 to
provide for current estimates of the cost of the DSMI site. If the City
were to delay construction in order to build up a larger balance in the
Major Building Replacement Fund prior to construction, then it would
need to be adding the amount shown in the Cost Increase column just
to stay even with inflation in construction costs. To get ahead of
inflation, it would be necessary to add substantially more than the
amount shown in the Cost Increase column to make headway.

Attachment A
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