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A Case Study for Twin Cities Local Initiatives Support Corporation

Executive Summary

How do the High impact Project Accelerator tools streamline and speed up the
development process for two community-based developers, Aurora St Anthony
Community Development Corporation (ASANDC) and Model Cities?

The purpose of this case study is to examine the effects of the High Impact Project
Accelerator, a package of tools and supports assembled by the Twin Cities Local
Initiatives Support Corporation (TC LISC), to streamline and accelerate equitable
transit oriented development projects for two community based developers along
the eastern segment of the light rail Green Line in Saint Paul, Minnesota. The
Accelerator Tools include grants and loans, technical assistance, convening
stakeholders, and advocacy. Support for the tools was provided by the Central
Corridor Funders Collaborative, the St. Paul Foundation, and the Bigelow
Foundation.

The case study focuses on ways these tools were applied with two community
based developers, Aurora St Anthony Community Development Corporation and
Model Cities, to advance their proposed projects along the Central Corridor in the
Frogtown/Rondo Neighborhood. It identifies what worked well, challenges,
questions to consider, and recommendations.

The High Impact Accelerator Initiative (Accelerator) is designed to support a set of
targeted activities and financial investments to advance and accelerate a minimum
of two--and potentially up to four--catalytic, equitable transit-oriented development
(TOD) projects over the course of the next three years along the Green Line
between Lexington and Rice Streets. These projects are expected to contain a mix
of housing, retail, commercial and/or community uses. They will provide an
opportunity to better connect residents of all incomes to a wide range of economic,
social, and educational opportunities. TC LISC has a commitment to equitable
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transit oriented development as part of its focus on building sustainable
communities.

ASANDC and Model Cities have a common vision for place-based development.
As community developers within a holistic, place-based framework, both Model
Cities and ASANDC want to build wealth that can:

—» Generate higher quality economic opportunities for the communities they
serve, in the form of jobs, business growth and development, and
investment opportunities

— Enable them to serve as effective advocates and intermediaries on behalf of
their communities to policy makers, public and private funders, financial
institutions, and the market place

—» Sustain themselves over time, so they can continue their work and grow the
next generation of leaders.

With strong support from the community, ASANDC, in partnership with Sand
Corporation, Inc. (SCI), is developing Western U, almost the entire block between
Western Avenue and Virginia Street, one of the largest parcels along the eastern
segment of the Green Line. The mixed use development will incorporate 60 units of
affordable housing, including seven apartments for people who have been homeless
for a long time, as well as community space. A second phase project includes 6,000
sg. ft. of commercial space and 8 units of market rate housing along University
Avenue.

Model Cities envisions developing two sites it owns along the transit line: the
Brownstone and Central Exchange. The Brownstone project is designed as a mixed
used, 4-story building with 2 floors of commercial space (12,000 sqg. ft.) and 35
affordable housing units. The Central Exchange was initially envisioned as ground-
floor commercial space, with upper levels of housing, underground parking, and a
pocket park. While the Brownstone project is moving forward to construction in
2015, the Central Exchange is currently being redesigned to meet financial
feasibility requirements. Model Cities is focusing on building its own internal
capacity to lead the project, rather than partnering with a larger, more experienced
developer.

When Accelerator Tools Worked Best
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—> The Accelerator model provided the framework for supporting the partnership
between a community-based developer and an experienced developer. It
clearly demonstrated that the time required to complete a community based
development project can be significantly shortened. Without the partnership,
it is difficult to imagine that ASANDC’s Western U Plaza development would
be close to breaking ground.

— The flexibility of the Accelerator tools—a combination of loans, grants, and
advocacy—lifted up ways to infuse strategies to strengthen equitable transit
oriented development at critical points in the development process, which
raised the bar for future projects. It gives TC LISC the resources to keep the
concept of equitable development front and center with institutional
stakeholders—the city, funders, financial institutions, and regional and state
agencies; to define the concept at project, district, city, regional, and state
levels; and to create an actionable framework that enables cross-project
synergy; and to keep small, community-based developers at a the table.

— Supporting a market study for commercial development and the SafeGrowth
initiative directly addressed the concerns and assumptions of many
institutional stakeholders that often inhibit investments in low-income
communities.

—> TC LISC generated positive effects by periodically convening stakeholders,
including city staff, developers, technical assistance providers, to discuss the
vision for the district, individual projects, capacity issues, and other
challenges. These convening’s brought a broader range of stakeholders
together. They got to know each other and became familiar with the
individual projects. They also gained a deeper understanding of the
overarching vision, why it was important, and how that vision was embodied
in specific projects.

— Accelerator tools enabled TC LISC to support the translation of the vision and
goals of the projects into standards, criteria, and financial models familiar to
mainstream institutions and agencies. With the Accelerator tools, TC LISC
could support the community developers in providing evidence of the
feasibility of their projects in a form and format that met the criteria of city,
funders, financial institutions, and large developers. Accelerator funds
enabled TC LISC to provide support for technical assistance at critical
junctures, --using their own resources and reputation to give credibility to
the projects when it was most needed.

Because of the Accelerator tools, TC LISC could be a more proactive intermediary,
bridging and solidifying relationships that ASANDC and Model Cities could not
develop on their own.
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Equity between partners

When the partnership between ASANDC and Sand Corporation, Inc. (SCI), is
viewed through a wealth-building and equity lens a troubling picture emerges.
There are significant disparities between the benefits to SCI and those to ASANDC.
These disparities highlight issues that must be taken into account when structuring
such partnerships, without diminishing the opportunity. Because the goals of
community-based developers are to build internal capacity and increase their
sustainability while building wealth in their communities, the impact of risk factors
on their operations must be taken into account. Delays and surprises can quickly
diminish cash flow. The partnership and the payouts must be structured in such a
way that the operations of the smaller, community-based developer are not
harmed.

These disparities result, to a great degree, from accounting and underwriting
practices, standards, criteria and conventions that typically are not applied in ways
that recognize and accurately account for the value that community- based
developers bring to projects. Nor are the timing and sequence of their investments
in development projects typically understood. Because current practices do not
seem to reflect these values, there is a compelling need to review, revise, or
reinterpret them if partnerships between community-based and large scale
developers are to be viable for both.

Building Internal Capacity

Although both Model Cities and ASANDC wanted to develop their internal capacity
to lead development projects, there appeared to be no consensus on how to
generate the support from key stakeholders to achieve this goal. Creating such a
consensus among stakeholders would entail having a shared understanding of the
critical role of small community developers in building sustainable communities, and
adopting processes and procedures that are appropriate for them. It would also be
essential to understand the trends and forces that affect the communities that small
developers serve, as well as emerging opportunities. Both are often invisible to
decision-makers who may not have direct access to highly nuanced information of
this type or quality.
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Re-assessing the models, practices, and criteria for financing large development
projects, has become more urgent because of changes and uncertainties in
Minnesota’s social and economic environment. These changes are already impacting
the sustainability of St Paul communities and options for how development projects
are carried out. The facts underlying those changes and uncertainties include:

— In Minnesota, Millennials outnumber baby boomers. *

—> The income of millennials age 16-24 in 2012 is over 20 percent lower than
the income of baby boomers in that age group in 1980.2

— 1 in 4 millennials in Minnesota is a person of color.?

— By 2030, there will be only 2.5 working-aged adults, likely with only 2
actually employed in the paid workforce, for every retirement-age
Minnesotan.*

— Social Security is the only source of income for almost three in ten
Minnesotans age 65+.°

— The budget bill passed by the US Congress in December 2014 permits certain
financially troubled multiemployer pension plans to cut existing benefits to
retirees under age 80.°

It is clear that incomes are trending lower for certain significant segments of
Minnesota’s population. Stakeholders in community development will need to re-
examine their assumptions, practices, policies, and models to accommodate this
rapidly approaching “new normal”, and to transform it from a downward trajectory
into rising opportunities.

Frogtown/Rondo is a low-income community, predominantly of people of color. Itis
a more concentrated microcosm of many of these trends that will soon become the
dominant landscape. Its highly diverse population is younger than the city’s
average: 22.5% of householders are 25-34 years old; 19.8% are 35-44 years old.
According to 2013 data, the median income for the area is $29,326—41% lower
than Ramsey County as a whole. Average weekly wages are $707—30% lower

! Helmsletter and Tigan, Six Surprising Trends about Minnesota’s Millennials, Compass Project,
http://www.mncompass.org/trends/insights/2014-03-01-minnesota-millennial-trends

2 |bid.

3 Ibid.

4 Helsmsletter, Craig. Minnesota’s Aging Population: Prepare for Lift Off, Community Matters, Wilder Blog, Aug 26,
2014.

5 AARP Research, 2014 Social Security Quick Fact Sheets, February 2014. http://www.aarp.org/work/social-
security/info-01-2014/2014-social-security-quick-fact-sheets.html

6 Qutrage: Can They Grab Your Pension?, AARP Bulletin, March 2015, http://www.aarp.org/work/retirement-
planning/info-2015/take-your-pension-away.html?intcmp=BUBB2

- |
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than St Paul weekly wages as a whole. Average annual household consumer
expenditures range from $20,980 — $34,887, while in Ramsey County the average
household expenditure is $52,546.

The role of intermediaries like TC LISC is becoming more challenging. There has
never been a greater disconnect between the realities on the ground and the
policies, rules, and conventions that govern accounting standards and the criteria
for financing and underwriting development projects. For TC LISC to engage such a
broad range of institutional stakeholders who use these conventions in a framework
of equitable transit oriented development is a major accomplishment. The
coordination, sharing of information, and convening, and advocacy done by TC
LISC, enabled these stakeholders to approve financing for these projects that
reflect a new vision for equity and, in part, a new reality.

ASANDC and Model Cities are intermediaries between the communities they serve
and the policy makers, institutions, and agencies that shape their lives. The two
organizations have built a substantial body of knowledge about the neighborhoods,
points of value, opportunities, the residents and their needs and preferences,
networks, including formal and informal relationships, and information flows.
Synthesizing knowledge and information from these sources is essential to
community-based projects where equity and sustainability are major goals.

Their knowledge can be particularly valuable to public, private, and financial sectors
that must prepare to serve a growing population of Millennials and retirees that are
trending toward lower incomes.

The Accelerator Initiative and the tools that are being used are providing a chance
for key stakeholders to apply approaches to development that can work well for
lower income communities, generating opportunities that are place based,
equitable, and sustainable—and to make needed adjustments. Given the tensions
that are being generated by trends, uncertainties, and the changes already
underway, Frogtown/Rondo transit oriented development is a learning opportunity
that could not be more timely.

Observation 1

The Accelerator tools and the strategy of partnering with well-established, large
developers work very effectively in translating the development projects of less
known, smaller developers into a framework, form, and format familiar to
conventional lenders and funders.
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Recommendation

It would be useful to small developers if the process for assessing the value of a
potential partnership were outlined on the TC LISC website or in some other easily
accessible form. The process can include criteria to consider, questions to ask, as
well as links to detailed descriptions of partnerships that worked well. A webpage
could also include questions that community-based developers can ask
accountants, attorneys, and other professionals as they assess whether or not a
partnership will work for them.

Observation 2

In light of the demographic and economic changes that have created a “new
normal” for Minnesota, there is a need for stakeholders in development to
collectively and individually assess how their policies and practices move the vision
for equity, opportunity and sustainability forward or inhibit it. —And to better
understand the critical roles that small, community-based developers can play.
While small, community-based developers have extensive knowledge and
experience, there are many barriers to their successful interface with funders and
financial institutions. Those barriers range from the structure of application
processes and procedures, the design and timeline of initiatives, to simply not
having a platform for discourse.

Recommendation

Convene a mini conference of development stakeholders in which the “new normal”
and its impacts can be discussed along with the role of small, community-based
developers. Explore ways in which all stakeholders can adjust their policies and
practices to reduce barriers for small community-based developers, and enable
them to create opportunities in low-income communities and for communities of
color.

Observation 3

Small, community-based developers do not have sufficient financial resources to
build internal capacity, despite the critical roles they play in stabilizing communities
and bringing the vision and voices of residents to the development process.
Without building their own capacity, there is a danger that they can become
conduits, providing the justification for which public and philanthropic dollars pass
into private hands.
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Recommendation

Advocate to stakeholders for the important niche occupied by small community-
based developers and their significance to sustainable communities for low-income
people and people of color. Within the Accelerator framework, consider developing
strategies to support community-based developers who want to build internal
capacity and further tailoring accelerator tools to their needs.

It would be extremely useful to the field for TC LISC to continue to build out the
Accelerator model for these different contexts.
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Appendix A

A Choice: Project Completion, Wealth Building, or Both

Is the ultimate goal for development projects in
Frogtown/Rondo project completion, wealth building, or both?
The differences between these options is profound. Studio 4, a
professional recording studio, is considering leasing space in the
commercial portion of University Plaza. Studio 4 is also the
founder and manager of the High School of the Recording Arts
(HSRA), located on the transit corridor at University and
Lexington, adjacent to the Amherst H. Wilder Foundation. Studio
4 focuses on high school students who have dropped out and
want to return. Many of them are homeless. Under Studio 4
leadership, HSRA has produced national ads for State Farm
Insurance and other companies, music for General Mills ads,
and public service announcements for the Minnesota
Department of Education. Its approach to education has been
recognized nationally and internationally.

Focusing narrowly on completing the project, Studio 4 would be
assessed solely on its ability to pay the rent, help meet the job

creation requirements of the CED grant, and satisfy the terms of
the lease.

A wealth building focus would be broader and engage more
stakeholders. It would build on Studio 4’s network of world
class, national and international entertainers. Some of them
have family connections to the Frogtown/Rondo community,
including Prince, Jimmy Jam and Terry Lewis, as well as the
founders of Studio 4.

As indicated by the Maxfield Research commercial market
analysis, a wealth building strategy would connect Studio 4 to
major Twin Cities advertising companies and Minnesota-based
corporations with significant advertising budgets. It is indeed
possible that a wealth building strategy, supported by multiple
stakeholders and related regional business clusters, can position
the Twin Cities to become a mid-west production center that is
competitive with Atlanta, New York, and Los Angeles.

Betty Emarita, Development & Training, Inc. 612 823 5193 bemarita@gmail.com 1



	Executive Summary
	Case Question
	Purpose of the Case Study
	High Impact Accelerator Initiative
	ASANDC and Model Cities: One Common Focus, Two Different Approaches
	Lessons Learned
	When Accelerator Tools Worked Best

	Challenges
	Equity between partners
	Minnesota’s New Normal
	Intermediaries and the New Realities

	Observations and Recommendations
	Observation 1
	Observation 2
	Observation 3

	Appendix A

