
           

City of Ramsey
Agenda

Economic Development Authority (EDA)
Thursday September 17, 2015

7:30 am
Lake Itasca Room, 7550 Sunwood Drive NW

             

1. Call to Order
 

2. Approve Agenda
 

3. Approve Minutes
 

4. EDA Business
 

1.   Consider Request from PSD LLC for a Housing Subsidy
 

5. Member/Staff Input
 

6. Adjournment
 

Our Mission: To work together to responsibly grow our community, and to provide quality, cost-effective, and efficient government
services

  



   
Economic Development Authority (EDA)   4. 1.           
Meeting Date: 09/17/2015  
Submitted For: Patrick Brama, Administrative Services 
By: Patrick Brama, Administrative Services

Title:
Consider Request from PSD LLC for a Housing Subsidy

Purpose/Background:
PURPOSE
Consider the attached request, and application, from PSD LLC for a “housing subsidy” to support the construction
of a 122 unit apartment complex located within The COR.

BACKGROUND (PSD LLC/ Proposed Project)
PSD LLC is a significant land owner and well established developer in the City of Ramsey. PSD LLC recently
purchased about 15 acres of City owned land located within The COR for $1.89M. It is proposed, PSD LLC will
develop their new property in three phases. The first phase of their development is planned to be a 122-unit market
rate apartment complex. 

The proposed apartment complex will feature a tuck-under heated and secured parking on half of the first floor,
quality entrance area (fire place, couches, chandeliers), high quality detached garages, a small park (including a
playground), a community garden, a mix of 1-2-3 bedroom apartments, a full size workout facility, quality
community grills/ patios/ seating, community room/ game room, and quality interior design (granite counter tops,
granite window sills, wood blinds, vinyl plank wood floors, stainless steel appliances, quality solid-wood cabinetry
design, full-size in-unit washer/ dryers, triple pane high energy efficiency windows, garbage chutes). The proposed
project will front The Draw Park along Ramsey Parkway, and will comply with the City's zoning regulations (i.e.
architecture). 

PSD LLC estimates the first phase of their development, a 122-unit apartment complex, is a nearly $20M
investment. Attached to this case is the most recent site plan and visuals of the proposed apartment complex.

BACKGROUND (ASSISTANCE REQUEST)
PSD LLC has experienced an unanticipated hike in project costs; and feels City assistance is needed in order to
move the proposed project forward. PSD LLC was confident they could prove a financial gap exists in their
pro-forma and was willing to have a third party underwrite their project (Ehlers); including paying the required
$7,000 fee. Staff accepted a complete application from PSD LLC on September 10.

Notification:
NA

Observations/Alternatives:
Attached to this case are a number of observation documents.

Staff Notes (attached):
(1) Can PSD LLC justify a financing gap actually exists?
(2) Is this request reasonable in comparison to other projects in the TC Metro?
(3) Financially, does this request make sense for the City of Ramsey?
(4) Does the City have reasonable funding source available for the requested assistance?



(5) How does this compare to the City's Housing Assistance Policy?
(6) Outside of question #3, how does this project help the City of Ramsey?
(7) What happens if this project doesn't move forward now?
(8) Why wouldn't the City consider the assistance request?
(9) What amenities does this project include?
(10) Why not tell PSD LLC to simply add more equity to the project to fill the gap?
(11) How does the timing of this request work with construction/government regulations?

The PSD LLC application was underwritten from two separate perspectives. If you would like to review, please see
attached MEMOs. 

(1) Financially. Is the PSD LLC reasonable and justifiable? Please see attached MEMO from Ehlers. The
attached Staff Notes also provide comments on this item.

(2) Qualitatively. How does the proposed PSD LLC request relate to the City's housing assistance policy?
Please see attached staff MEMO. The attached Staff Notes also provide comments on this item.

Funding Source:
Anoka County HRA/ EDA account or TIF #14.

Recommendation:
Please see attached "Staff Notes" document.

Action:
Motion to recommend the City Council:
(direct or do not direct) staff to negotiate a business subsidy agreement with PSD LLC for $500,000 subsidy.

NOTE: staff is finalizing a recommendation on the funding source. It will be ready for the City Council.

Attachments
PSD LLC Assistance Request
PSD LLC Housing Assistance Policy Application
STAFF NOTES
Ehlers MEMO
Housing Assistance Policy STAFF MEMO
Visuals

Form Review
Inbox Reviewed By Date
Kurt Ulrich Kurt Ulrich 09/14/2015 09:39 AM
Patrick Brama Patrick Brama 09/14/2015 10:25 AM
Form Started By: Patrick Brama Started On: 09/11/2015 04:43 PM
Final Approval Date: 09/14/2015 
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PSD LLC Project: Request for City Assistance 
STAFF NOTES 

 

(1) Can PSD LLC justify a financing gap actually exists? 
PSD LLC completed a “subsidy application” via the City’s financial advisor Ehlers.  This process was a 
$7,000 cost for PSD LLC. The purpose of this application, and subsequently underwriting process is to get 
a third party professional’s opinion (Ehlers website).  Attached to this case is a MEMO from Ehlers 
(executive summary of their review).  In summary, Ehlers feels the requested $500,000 is reasonable 
and justifiable.  

 
(2) Is this request reasonable in comparison to other projects in the TC Metro? 
Ehlers provided the City of Ramsey with an analysis of 16 other large scale, quality, apartment 
complexes recently completed in the Twin Cities area.  In summary, City assistance ranged from 3%-12% 
or $7,000-$20,000 per unit.  The requested PSD LLC assistance is $500,000. At $500,000, this breaks 
down to about $4,100 per unit; or about 2.5% of project costs (assuming the estimated $20M project 
cost provided by PSD LLC is accurate). 
 

(3) Financially, does this request make sense for the City of Ramsey? 
In comparison to other projects, Staff believes the proposed project (and request for assistance) results 
in a favorable pay-back period for the City.  It is estimated $500,000 could be paid back within four years 
in present value terms (4.0% discount rate); or about three and a half years in future value terms with 
tax increment financing (TIF). It is estimated, the proposed project would generate about $224,000 in 
total property taxes annually; and about $156,000 in NET TIF annually.  The proposed project would 
result in about $3.5M in NET TIF over the course of TIF District #14.  This project will pay about $1.3M in 
city development fees (including over $300,000 to parks and trails). 
 

(4) Does the City have reasonable funding source available for the requested assistance? 
Several funding sources exist.  The two that Staff believes are most reasonable include: tax increment 
financing (TIF) and the Anoka County Housing & Redevelopment Authority (ACHRA) account. TIF could 
be drawn from the City's TIF District #14 (The COR TIF district). The ACHRA account has a balance of 
about $1M. 
 

(5) How does this compare to the City's Housing Assistance Policy? 
This question has two answers: 
 
QUALITATIVE POLICY 
Attached to this case is a Staff MEMO, which outlines our review of the PSD LLC application.  In 
summary, Staff believes the proposed project complies with the City’s housing assistance policy.  
Although the proposed project does not score highly, it’s score is competitive and reasonable 
considering the level of assistance requested. 
 
FINANCIAL POLICY 
From a financial perspective, the Council recently directed Staff to utilize a MEMO produced from 
Ehler's to evaluate housing assistance requests. In summary, the Ehler's MEMO suggested the City 
consider about a $10,000 per unit, or about 10% of total development costs, as maximum thresholds. 
From this perspective, the proposed request appears to comply.  
 

http://www.ehlers-inc.com/
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(6) Outside of question #3, how does this project help the City of Ramsey? 
--This project establishes 122 new rooftops in The COR. 
 
--This project complies with the City's current zoning standards; which are fairly high within The COR.  
This results in a quality project/ construction/ architecture. 
 
--122 new roof tops will support several other City priorities including but not limited to: Northstar Rail 
usage, The Draw Park usage, traffic to existing local businesses, increased demand for new retail 
development, use of existing infrastructure, TIF District #14 increment that can be used to pay off City 
obligations, and an increased demand for the sale of City owned land.  
 
--The City's real estate broker, CBRE, has indicated noticeable positive momentum is building in Ramsey, 
in terms of development (within the real estate market). This proposed PSD LLC development helps 
build/ sustain that momentum.  
 
--As mentioned in question #3, this project results in the creation of significant tax base, and the 
payment of significant development fees. 
 

(7) What happens if this project doesn't move forward now? 
Only speculative answers exist. Examples include: the land sits vacant for X number of years until the 
market can justify a development, PSD LLC sells the land to another developer and they potentially ask 
for City assistance, PSD LLC decides to move forward with their proposed project now potentially with 
modifications (depending on the change, may require City approval), a different apartment complex is 
proposed on a different property within Ramsey by a different developer. 
 

(8) Why wouldn't the City consider the assistance request? 
Providing City assistance is an elective practice. Timing of the PSD LLC request is not normal (based on 
past City practice). Typically, the City would consider a request before land is secured, and entitlements 
are provided (i.e. before site plan and development agreement).   
 
From a land use perspective, this project has been discussed in detail by the City’s Planning Commission 
(and City Council).  As the Council knows, the COR-1 Zoning District was amended from .75 to .65; which, 
subsequently allowed this development to proceed without complete first floor parking or structured 
parking. To be clear, the proposed development is legal and does meet current zoning standards.  From 
a high level, land use in The COR is being further addressed through City’s current process to re-evaluate 
The COR (vision and master plan). 
 
If the Council moves forward with project assistance, Staff would strongly recommend performance 
requirements be included in the appropriate agreement; and be considered on a "pay-go" perspective 
only (e.g. require certain amenities/ architecture, timing and completion of construction, etc. before 
assistance is provided).  This specific situation may also warrant the need to re-evaluate the City’s policy 
for the sale of City owned land—to potentially require performance items in all purchase agreements 
(regardless if assistance is requested up front or not). 
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(9) What amenities does this project include? 
The proposed apartment complex will feature tuck-under heated and secured parking on half of the first 
floor, quality entrance area (fire place, couches, chandeliers), high quality detached garages, a small 
park (including a playground), a community garden, a mix of 1-2-3 bedroom apartments, a full size 
workout facility, quality community grills/ patios/ seating, community room/ game room, and quality 
interior design (granite counter tops, granite window sills, wood blinds, vinyl plank wood floors, stainless 
steel appliances, quality solid-wood cabinetry design, full-size in-unit washer/ dryers, triple pane high 
energy efficiency windows, garbage shoots). The proposed project will front The Draw Park along 
Ramsey Parkway, and will comply with the City's zoning regulations (i.e. architecture). 
 
PSD LLC has indicated a strong desire to not move away from the quality-design proposed for this 
project in order to save money upfront; and has communicated to Staff their desire to make this 
building a long-term quality project. 
 

(10) Why not tell PSD LLC to simply add more equity to the project to fill the gap? 
This alternative does exist.  The City could tell PSD, no we will not participate, and you will need to add 
equity to the project to move forward.  However, based on attached analysis from Ehlers, by not 
providing the requested assistance, this project will make a very low rate of return, in comparison to 
other projects (5.9% or less).  It is very unlikely PSD LLC (or any developer) would invest in a project with 
said rate of return. 
 

(11) How does the timing of this request work with construction/government regulations? 
Due to the approaching winter, PSD LLC would like to move forward with this project as quickly as 
possible. Their goal is to get the foundation and footings in this fall; and continue working on the project 
through the winter. 
 
Based on preliminary input from Ehlers, this project (like F&C) is classified as a housing project and is 
exempt from State Statute related to the required public hearing process for business subsidies (which 
can take 2-3 months).  Therefore, Staff would fall back on the City’s meeting schedule, and “housing 
assistance policy,” to develop a timeline. 
 
Remaining process (assuming the project went forward): 
 

1. PSD LLC complete and submit a “housing assistance policy” application (09/07) 
2. Ehlers underwrite project and develop recommendation, send to staff (09/11) 
3. Ehlers present report/recommendation to EDA, special meeting—EDA provide feedback (09/17) 
4. Ehlers present report/recommendation to CC—CC provide feedback (09/22) 
5. PSD LLC begins construction (09/23) with a non-formal commitment from City; or waits for the 

formal commitment from the City (i.e. step 6 below) 
6. If the Council decides to move forward, a formal “housing assistance” subsidy agreement would 

need to be negotiated, drafted, approved, and executed by the EDA (10/01 or 10/08) and by the 
City Council (10/13) 

 

NOTE: this timeline is preliminary.  Changes may occur; details need to be confirmed by various parties.  

PSD LLC will need to attain all needed permits before construction (i.e. building permit); which may 

delay the above timeline.  By PSD moving forward with construction before step #6 is completed, they 

are taking on additional risk. 



 

REVIEW DOCUMENT, CHANGES MAY OCCUR, 09/11/2015  Page 4 of 4 
 

 



 

 

 

Memo 
 

To: Patrick Brahma – Economic Development Manager 
 

From: Stacie Kvilvang - Ehlers 

Date: September 17, 2015 

Subject: Analysis of Request for Assistance - PSD Apartments 

  

 
 

The City has received a proposal from PSD LLC to construct a 122-unit market rate 
rental project on land it purchased from the City in January of this year. The 
development is expected to commence construction this fall and be completed in 2016.   
 

Due to increased costs in construction, the Developer is requesting $500,000 in 
assistance from the City.  This memo is intended to review the need for TIF assistance 
based on our analysis of the developer’s project budget and projections, generally 
known as a pro forma.  This memo also includes a recommendation for an amount of 
assistance based upon this review.   
 

Ehlers conducted a thorough review of the developer’s budget and operating pro forma 
to ensure all development costs, anticipated revenues, and expenditures were 
represented appropriately.  The table below depicts the proposed sources and uses for 
the project. 
 

SOURCES
Amount Pct.

Developer Financing 14,165,515 75.00%

Developer Equity 4,721,838 25.00%

TOTAL SOURCES 18,887,353 100.00%

USES
Amount % of Cost Per Unit

Acquisition 1,339,252 7.09% 10,977

Construction 15,827,368 83.80% 129,733

Professional Services 542,923.00 2.87% 4,450

Financing Costs 902,810 4.78% 7,400

Developer Fee 275,000 1.46% 2,254

TOTAL USES 18,887,353 100% 154,814  
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Generally, this project meets the expectations of a multifamily housing development 
with regards to the financing structure, projected revenues, on-going operational costs 
and developer fee.  Following are our findings with regards to the analysis completed for 
the development:   
 

 Our analysis confirms the maximum supportable first mortgage the developer 
can secure for this project based on current underwriting criteria is $14.165 
million, assuming a 20 year loan at 4.0%.  The developer is proposing to bring 
approximately $4.7 million in equity, which is 25% of total project costs.  This 
financing structure is in line with typical market rate projects. 
 

 The total development costs for this project are approximately $18.9 million, or 
$154,814 per unit.  Based on our experience with similar projects, we would 
expect total development costs to range between $150,000 and $200,000 per 
unit.  This development is at the lower range, due primarily to the lack of 
underground parking which cannot be accommodated on the site due to high 
water table issues. 

 

 The developer fee of $275,000 is under two (2) percent of total development 
costs.   For a project of this nature, we would expect to see a developer fee 
between 2% to 5%, so the fee is below typical industry standards.   

 

 Land acquisition at $10,977/unit is within the range of $8,000 to $12,000 we 
typically see.  However, we are of the opinion that the market in Ramsey is closer 
to the $8,000/unit.   
 

 Proposed rents range between $999 per month for a 1-bedroom unit, to $1,625 
for a 3-bedroom unit.  The average rent is projected at $1.33 per square foot.  
Typical market rate project rents range from $1.50 to $2.00 sq/ft, dependent 
upon location.  Based upon the configuration of units (several 3-bedroom units) 
and area rents, we are of the opinion that the market for rents in Ramsey should 
be in the $1.40 to $1.50 range.    

 

 The operating costs are projected at $4,300/unit (The market range of operating 
costs is $3,500 to $4,500).  The management costs are projected at 4.50% of 
effective gross income (EGI).  We would expect to find management fees ranging 
between 3% and 5% of EGI. Based on our analysis and conversations with the 
developer, we conclude that the operating expenses may be a little high, 
primarily due to a higher maintenance budget and caretaker unit allowance.  

 

 Vacancy is underwritten at 7%. Although this was typical several years ago, most 
lending institutions are allowing a 5% vacancy rate for underwriting purposes. 
 

 Replacement reserves of $287/unit are slightly below the minimum industry 
standards of $300/unit.  The developer is of the opinion this is sufficient to 
provide for future improvements and is an acceptable amount for their lender’s 
underwriting criteria.  Generally, we would prefer to see more reserves set aside 
for future viability. 
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 The projected cash-on-cash return (COC) on investment in year three (3) is 1.5% 
without assistance and 4.81% with assistance.  This well below industry 
standards of 10%.  Even with assistance, the cumulative COC return in year 15 
is only 6.54%, which again is below industry standards.   

 
Changes to the Proforma to Determine If Assistance Is Needed 
 
Based upon our review, we reformatted the developer’s proforma to adjust the following 
items to be in line with industry standard: 
 

1. Land acquisition at $8,000/unit 
 

2. Increased rents to average of $1.45 sq/ft (increased 1 & 2 bedroom units by 
$100/month and 3 bedroom units by $200/month) 

 

3. Increased replacement reserves to $300/unit 
4. Reduced vacancy to 5% 

 

5. Increased developer fee to $565,000 (3%) 
 

Based up these revisions, the developer’s return in year 3 is still only 5.91%, which is 
below industry standard.  If we add in the requested assistance, the return in year 3 
goes to 9.21% with the cumulative return in year 15 at 11.50% (closer to industry 
standards). 
 
Format of Assistance and Recommendations 
 
Based on our review of the developer’s pro forma and current market conditions, the 
proposed development may not reasonably be expected to occur solely through private 
investment within the reasonably near future.  Due to the costs associated with 
constructing a market rate multifamily housing development, this project is feasible only 
through assistance, in part, from City contributions.   
 

Our recommendation, however, is that the City provide the developer a pay-as-you-go 
note for $500,000 at 4% interest, which is the interest rate on the developers first 
mortgage.  The TIF note will be paid with 85% of the TIF generated by the project over 
the first 4 years.  It should be noted that starting in year 5, 100% of the TIF generated 
(approximately $184,000/year) will go to repay the City for its overall investment in the 
COR to date.  
 

The developer has indicated that they are accepting of this proposal and are willing to 
move forward based upon the TIF assistance.   
 

Please contact me at 651-697-8506 with any questions. 
 



Housing Assistance Policy 

Staff Review MEMO 

 

STAFF SUMMARY: 
The purpose of this policy is not to eliminate or accept projects.  The purpose of this policy is to help 
policy makers rank projects, and provide a basis to accept or deny assistance requests.  The grading/ 
scoring system set out in this policy is intended/ structured not to yield a perfect or very high score for 
any particular project.   
 
PSD LLC partially complied with 2/12 housing priorities, 5/16 housing goals (minimum thresholds), and 
scored 68/152 within the scoring section of this policy.  Staff believes, based on this policy, the PSD LLC 
request is reasonable and acceptable.  Please see details below. 
 
 

PROJECT BRIEF: 
Please see project background included in case or in the attached application from PSD LLC. 
 
 

PROJECT DETAILS: 
122 units at 80% area median income. 
 
 

HOUSING PRIORITIES: 
1. NA 
2. NA 
3. NA 
4. NA 
5. NA 
6. Partially.  This project does include a handful of amenities.  The proposed apartment complex 

will feature tuck-under heated and secured parking on half of the first floor, quality entrance 
area (fire place, couches, chandeliers), high quality detached garages, a small park (including a 
playground), a community garden, a mix of 1-2-3 bedroom apartments, a full size workout 
facility, quality community grills/ patios/ seating, community room/ game room, and quality 
interior design (granite counter tops, granite window sills, wood blinds, vinyl plank wood floors, 
stainless steel appliances, quality solid-wood cabinetry design, full-size in-unit washer/ dryers, 
triple pane high energy efficiency windows, garbage shoots). The proposed project will front The 
Draw Park along Ramsey Parkway, and will comply with the City's zoning regulations (i.e. 
architecture). 

7. Partially.  This project does include 18 3 bedrooms, and 14 2 bedrooms with dens.   
8. NA 
9. NA 
10. NA 
11. NA 
12. NA 

 
 
 
 
 



MINIMUM THRESHOLDS 
Attached to this case is the application provided by PSD LLC; which includes details. 
 
GOAL 1: 

1. NA 
2. Complies 
3. Complies 
4. NA 
5. NA 
6. NA 

 
GOAL 2: 

1. NA 
2. NA 
3. NA 

 
GOAL 3: 

1. NA 
2. NA.  However, this project does provide “architectural transition.” 
3. Partially.  This project does not go above and beyond minimum design standards for The COR.  

However, it is a quality project, with quality architecture. 
 
GOAL 4: 

1. Partially.  This project does include maintenance free/energy efficient siding, triple pane energy 
efficient windows, energy efficient appliances, energy efficient heating/ AC systems, and LED 
lighting. 

2. NA 
3. NA 
4. Partially.  This project will connect “The Draw” to the central portion of The COR via new 

pedestrian walkways. 
 
 

SCORING SHEET: 
Affordable Housing – Rental 

1. NA 
2. NA 
3. Complies with 80% AMI. (5 points) 

 
Long-Term Affordability 

1. NA 
2. NA 

 
Number of Bedrooms 

1. Partially.  This project does include 18 3 bedrooms, and 14 2 bedrooms with dens. (2 points) 
2. NA 

 
Development of Senior Housing 

1. NA 
 
Specialized Senior Housing 

1. NA 



2. NA 
3. NA 

 
Mixed Income Development 

1. NA 
2. NA 

 
Proximity to Transit 

1. Complies (10 points) 
2. Complies (5 points) 
3. Complies (5 points) 

 
Architectural Standards 

1. Complies (2 points) 
2. Complies (2 points) 
3. Complies (2 points) 
4. NA, not 50%, but includes some. 
5. Complies (2 points) 
6. NA, building roof does not, garages do. 
7. NA 
8. NA 
9. NA 
10. NA, end of building does. 
11. NA 
12. NA 
13. NA 
14. NA 
15. Complies (2 points) 
16. Complies (2 points) 
17. Complies (2 points) 
18. Complies (2 points) follow up needed 

 
Federal/ Local Philanthropic Partnerships 

1. NA 
2. NA 
3. NA 
4. NA 
5. NA 

 
Project Amenities 

1. Complies (1 point) 
2. Complies (1 point) 
3. NA 
4. NA 
5. Complies (3 points) 
6. NA 
7. NA 

 
Development Standards 

1. NA 
2. NA 



3. Complies (2 points) 
4. NA 
5. NA 
6. Complies (2 points) 
7. NA 

 
Energy Efficient Elements 

1. NA, will be providing storm water credits for offsite project 
2. NA 
3. NA 
4. NA 
5. Complies (2 points) 
6. Complies (2 points) 
7. NA 

 
TOTAL Points (68 or 152 possible) 
 



 

 

 



 


	Agenda
	Item_4_4.1. Consider Request from PSD LLC for a Housing Subsidy

