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 The scope of this work is to identify optimal strategies to maximize the utility of district energy 

for the Hennepin Energy Recovery Center (HERC). To that end this research provides a literature review 

outlining the smart practices from district energy facilities throughout the world. That literature review 

suggested that implementation of district energy is best undertaken during redevelopment.  

 Additionally, primary source interviews uncovered several underlying issues that affect the future of 

district energy in the North Loop neighborhood. First, zoning is the enforcement arm for the city’s master 

plan. Therefore the focus of this work shifted to understanding planning processes and redevelopment 

possibilities in the North Loop.

 Second, it was brought to light that redevelopment in the North Loop on the whole is limited, but 

the most optimal location for future redevelopment is in the Lower North Loop. The following factors were 

uncovered throughout this work that affect potential redevelopment efforts in the North Loop neighborhood.

Advantages of Redevelopment in the Lower North Loop 

	 •			Cheaper	property	in	the	North	Loop	relative	to	downtown	Minneapolis

	 •			The	proximity	to	already	developed	downtown	could	spur	development	however	access	between	

     both areas is limited

	 •			Proximity	to	the	construction	of	the	Target	Field

	 •			Proximity	to	the	potential	multi-modal	station	proposed



	 •			Potential	Alatus	development	which	includes	a	Lunds

Constraints for Redevelopment in the Lower North Loop 

 •			The	redevelopment	boom	in	the	greater	North	Loop	is	expected	to	decline	as	the	largest	

	 				demographic,	50-64	years	of	age,	is	expected	to	plateau	between	2010	and	2020

	 •			Currently	the	Lower	North	Loop	is	inhabited	by	industrial	buildings	with	little	appeal	for	

     residential redevelopment

	 •			Lack	of	grid	street	system	makes	it	difficult	to	navigate	the	North	Loop

	 •			Lower	North	Loop	is	currently	occupied	by	social	services	organizations	that	create	a	less	

     attractive redevelopment opportunity

	 •			Twenty-two	percent		of	the	property	in	the	Lower	North	Loop	is	publicly	owned,	a	number	which	

     is more likely to increase rather than decline

 In concert with the factors listed above for redevelopment in the Lower North Loop, we believe the 

following recommendation will put the HERC in a position for future success.

Recommendations

	 •			Public	Relations	campaign	to	better	the	public	outlook	of	the	HERC

	 •			Consider	providing	heating	services	to	the	potential	multi-modal	station	that	may	also	spur	

     redevelopment in the future

	 •			Though	public	buildings	are	not	exceptionally	dense,	they	are	likely	long-term	reliable	clients	for	

     district energy

	 •			Any	new	pipe	laid	for	district	energy	should	be	located	beneath	sidewalks	which	experience	less		

	 				traffic	thus	increase	the	life	of	the	pipe

	 Given	the	constraints	found	in	the	North	Loop	neighborhood,	specifically	the	Lower	North	Loop,	
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these recommendations will position the HERC to successfully grow its district energy services in the 

future.
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 Hennepin County is currently evaluating the feasibility of using the energy from the “Hennepin 

Energy Recovery Center” (HERC) to create a district energy system in the North Loop neighborhood just 

northwest of downtown Minneapolis. The district energy system would supply steam and/or hot water to 

heat	commercial	and	multi-story	residential	buildings	in	the	neighborhood.	There	is	also	the	potential	to	

supply chilled water to cool these buildings in the summer using the energy from HERC to create the chilled 

water.	A	district	energy	system	offers	many	benefits	over	standalone	heating	and	cooling	plants	at	individual	

buildings	including	energy	efficiency,	reliability,	lower	life-cycle	costs,	and	reduced	maintenance	(Hennepin	

County Project Description).

 Hennepin County asked that this research explore the following questions:

	 •			What	are	the	planning	and	zoning	requirements	necessary	in	the	North	Loop	neighborhood	to	

      support a district energy system?  

	 •			A	district	energy	system	is	economically	feasible	if	most	buildings	are	at	least	4	stories	in	height.

     How can the city through its planning and zoning regulations support a district energy system 

     without adversely affecting the future growth and development of the North Loop neighborhood?  

 The focus of this research shifted considerably based on the evolution of our discoveries throughout 

the	project.	Specifically,	based	on	literature	review	research	and	primary	source	interviews,	we	concluded	

that zoning ordinances (enforcement mechanisms for a broader city planning policy) were not the only 

appropriate issue for Hennepin County to consider. Instead, we determined that planning policies and the 



governance structures that craft and implement those policies – by means of zoning – should be the primary 

focus of Hennepin County in their efforts to establish a district energy system. With that in mind, this paper 

provides a constructive, informative, detailed analysis of redevelopment opportunities and challenges facing 

Hennepin County in its efforts to implement a district energy system in the North Loop neighborhood.
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  The Hennepin Energy Recovery Center (HERC) is a cogeneration facility located in the North Loop 

Neighborhood of Minneapolis. Owned by Hennepin County, the HERC is operated by Covanta Energy, 

Inc. and has been in continuous operation since its inception in October of 1989. The power generated at 

the plant is sold to Xcel Energy while the excess heated steam is piped to the surrounding buildings using 

a series of underground tunnels. Using advanced technology the facility consumes over 365,000 tons of 

garbage (with the capacity to expand in the future) and generates over 38.5 megawatts of electricity – 

enough to power over 25,000 homes. The facility is also equipped with the ability to recover iron, steel, and 

other ferrous metals from the garbage it burns, which it does at a rate of more than 11,000 tons per year. 

 Apart from simply producing electricity, the facility has many systems in place to ensure 

environmentally sustainable and economically feasible operation. Some of these features include the 

injection	of	anhydrous	ammonia	to	control	nitrogen	oxides	and	the	implementation	of	a	flue	gas	scrubber	

to	control	hydrogen	chloride	and	sulfur	dioxide.	The	HERC	was	the	first	plant	in	the	country	to	utilize	

activated carbon injection to control mercury emissions. The result is a facility that exceeds requirements set 

by both the Minnesota Pollution Control Agency and the Environmental Protection Agency. Even proposed 

capacity increases would remain well below the acceptable state and federal levels. Experts estimate that 

the HERC has prevented over 3 million tons of carbon dioxide emissions since its construction (Hennepin 

Energy	Recovery	Center	(HERC):	A	Waste-to-Energy	Facility,	n.d.).
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 Cogeneration, the process of producing both electricity and heat at a single power plant, has existed 

in some form since at least the mid 1800’s. Also known as combined heat and power (CHP), cogeneration 

occurs at energy generating sites that use heat (from nuclear power, fossil fuels, or geothermal sources) 

to drive turbines that generate electricity. Excess heat from this process is directed away from the plant 

(usually by means of underground steam pipes) to provide heating to surrounding buildings. This process 

does result in a partial loss in electricity generation since the steam needs to be diverted to the heating 

system before it can fully expand, thus lessening the energy supplied to the turbine. However, even with this 

loss	in	electrical	output,	a	system	with	a	district	heating	component	is	far	more	efficient	than	a	stand	alone	

electrical	system.	While	estimates	range,	an	average	cogeneration	plant	can	achieve	thermal	efficiencies	

up to 89 percent, while a conventional plant only producing electricity and venting the waste heat manages 

around 55 percent (Combined Heat and Power Basics, n.d.). 

 Cogeneration systems are often found in dense, urban areas where the heat can be distributed in an 

efficient	manner.	It	is	also	prolific	in	countries	and	regions	with	colder	climates,	as	year-round	access	to	a	

continuous	supply	of	heat	is	a	necessity.	In	Russia,	district	heating	accounts	for	45	percent	of	all	domestic	

energy consumption, with 30 percent of this coming from CHP sources. The Scandinavian countries have 

some of the most comprehensive penetration of cogeneration systems, due in large part to government 

support,	a	colder	climate,	and	a	ready	supply	of	coal	and	geothermal	energy	sources	(Bashmakov,	2004).



 In the United States, cogeneration operations are in service in many of the northern states, with the 

largest site in the world being found in New York City. This network, operated by ConEdison, consists of 7 

CHP plants providing heating to over 100,000 buildings (Combined Heat and Power Basics, n.d.).
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 The theoretical framework for this research serves as the guidepost for understanding the “smart” 

practices for district energy, and serves to determine our recommendations for the Hennepin Energy 

Recovery Center.

	 According	to	Lawrence	Wai-chung	Lai,	author	of	Zoning and Property Rights: A Hong Kong Case 

Study, redevelopment of any particular area within a given municipality is dependent upon both economics 

and the government structures that craft and implement planning systems. The integration of these two 

factors ultimately determines planning policy, and the viability of redevelopment projects.

	 Wai-chung	Lai	purports	that,	according	to	Pigovian	welfare	economics	theories	of	market	failure,	

development activities that unfold in one location create positive and negative externalities for other 

adjacent properties. In his words, “An externality arises where the costs suffered by a party due to the 

activities	(production	or	consumption)	of	another	are	uncompensated	or,	conversely,	where	the	benefits	

produced by the activities of one party are captured by another free of charge. The former is called a 

negative	externality	and	the	latter,	a	positive	externality,”	(Wai-chung	Lai,	1998,	p.	1).	These	externalities	

help determine the desirability, or lack thereof, to develop or redevelop a given area.

	 Therefore,	Wai-chung	Lai	states,	city	planners	must	be	aware	of	the	possible	externalities	1)	resulting	

from, 2) preventing, and 3) encouraging proposed redevelopment activities. Planners must understand the 

market situations, property rights, and economic realities of the land in question. Planners must then act as 



instruments of social and economic good by guiding development efforts in a way that produces mutually 

beneficial	outcomes	for	stakeholders,	the	community,	and	the	long-term	sustainable	future	of	the	area.	In	

Wai-chung	Lai’s	words:	“The	planner	[possesses]	a	host	of	land	use	intervention	tools	which	regulate	the	

location, dimension, intensity, time, duration, and process of the production or reception of externalities,” (p. 

1). By using those tools wisely, planners can implement redevelopment plans and policies that will result in 

the best possible externality outcomes for property owners within and surrounding a given area.

	 As	mentioned,	planners	have	many	tools	at	their	disposal	to	achieve	these	ends.	According	to	Wai-

chung Lai, “Examples include land use restrictions, planning conditions, building codes, environmental 

standards, etc. Often such regulations are adopted and enforced by a zoning plan,” (p. 1). Zoning plans, in 

essence, are the enforcement tools necessary to ensure property owners comply with a governing body’s 

planning policy for a given area. 

 Zoning restrictions are just that – legal means to enforce what forms of development can and 

cannot be implemented in a given area. These mechanisms are used to minimize negative externalities 

of	development	activity,	and	maximize	positive	externalities.	In	Wai-chung	Lai’s	words,	“Zoning,	as	

technically understood by town planners and economists, is regarded at the economic level as a means to 

replace private planning of proprietors in their exercise of private property rights by government planning of 

planners whose decisions are based on professional judgment,” (p. 17). 

	 That	professional	judgment,	taking	into	consideration	the	ramifications	of	multiple	development	

options and the positive and negative externalities they bring, are necessary according to Pigovian theories 

of economics to maximize the common good. Without government intervention in the planning process, 
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Wai-chung	Lai	purports	that	less	optimal	outcomes	would	result,	saying:	“Land	use	planning	is	meant	

to	prevent	[a]	natural	state	of	random	land	uses,	and	hence	associated	chaos,	from	occurring,”	(p.	30).	A	

structured order to things based on economic realities, according to this theory, is the only means to assuring 

the best possible outcomes of development or redevelopment activities.

 With these concepts in mind, this research approaches potential redevelopment opportunities in the 

North Loop Neighborhood cognizant of the economic and other externalities of development activities and 

the existing planning structures in place that will ultimately shape the outcome of future redevelopment in 

the North Loop.
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  This research employs three major methodologies: literature review, stakeholder analysis, and 

primary source interviews.

 The literature review served primarily as a context setter for the rest of the project. Understanding 

the “smart” practices related to district energy throughout the world allow us to more effectively analyze the 

potential to expand district energy for the HERC.

	 The	most	influential	and	constructive	methodology	utilized	for	this	project	was	conducting	primary	

source interviews. To ensure we interviewed the appropriate stakeholders, we performed a stakeholder 

analysis;	more	specifically	we	constructed	a	power	versus	interest	grid	that	can	be	seen	on	page	14.	By	

constructing	this	grid	we	were	able	to	clearly	define	which	stakeholders	had	the	most	interest	in	district	

energy	which	were	the	most	influential	in	moving	it	forward	or,	conversely,	which	were	holding	it	back.		

	 Once	we	identified	the	key	stakeholders	through	the	stakeholder	analysis	we	engaged	in	primary	

source interviews. These interviews brought forth critical information that could not be found through 

secondary source research.
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Literature Review
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 District heating and cooling (DHC) is a method of centralizing the production of energy (usually 

in the form of steam) in a single location that is then piped to adjoining buildings. It can be generated by 

a	purpose-built	boiler	or	as	part	of	a	combined	heat	and	power	(CHP)	setup.	This	literature	review	looks	

primarily at research concerned with the economic impacts and requirements of implementing a district 

energy system in an urban setting, the necessary planning and zoning requirements, and the political forces 

required to install such a system. Given the centralized nature of such a system, the literature suggests that 

it is most economical when implementation is done in a dense, urban area where development is about 

to	occur,	or	in	older	buildings	that	need	to	be	refurbished.	Additionally,	as	Wai-chung	Lai	would	agree,	

proper implementation of such a system in an urban setting is best done with a combination of good zoning 

practices as well as sound economic incentives.

 Many case studies and research articles focus on the countries with the largest penetration of district 

heating systems, namely Sweden and Denmark. Given their long history of usage, geothermal potential, 

and government encouragement, these countries (and many parts of Europe in general) can be considered 

the “standard” for DH usage. As such, much attention is given to the economic policies outlined by their 

governments.	Studying	the	marginal	costs	of	heating	methods,	Difs	and	Trygg	find	the	DH	implementation	

must be correctly modeled economically if they are to be a success (Difs & Trygg, 2009, p. 615). 

District energy systems have been proven to provide a more reliable, lower cost service, but the original 



expenditures on infrastructure and connectivity must be of a lower marginal cost to the consumer than 

comparable costs with preexisting systems. Without this, DH systems may fail to garner the support they 

need to get off the ground. 

	 While	district	heating	offers	a	wide	range	of	economic	benefits	to	consumers,	Kevin	Rafferty	of	

the Oregon Institute of Technology notes that cost savings from large district heating systems quickly 

lose their value once translated into smaller, more dispersed developments (Rafferty, 2003, p. 3). Among 

systems	serving	primarily	greater	than	50,000	square	foot	buildings,	building	owners	benefit	from	reduced	

maintenance and operation costs associated with not having a boiler in their building. Moreover, large 

buildings may be able to obtain lower insurance rates since the hazards of owning a boiler will not be 

present. Some owners may even be able to rent or utilize the space obtained through the omission of a boiler 

room. 

	 These	benefits,	however,	disappear	when	a	system	is	attempted	using	smaller,	residential	buildings.	

In buildings smaller than 10,000 square feet it becomes very expensive to integrate into a centralized 

heating	system.	Furthermore,	smaller	buildings	are	far	more	expensive	to	retrofit	with	equipment	to	make	

them compatible with a district heating system, whereas larger buildings already have the necessary piping 

and	facilities	to	pump	the	heat	up	to	higher	floors,	and	therefore	only	need	the	outside	connection	to	be	

fully integrated into the system. These sentiments are supported by research done by Dejan Brkic in Serbia, 

further indicating that district heating is only technically and economically feasible if used in a dense, urban 

environment (Brkic, 2008, p. 151). Furthermore, economic concerns are the primary driving cost when 

planning such as system. 
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	 Rafferty’s	findings	are	echoed	by	Igor	Bashmakov	in	a	study	on	the	proliferation	of	district	heating	

systems	in	post-Soviet	Russia.	District	energy	is	an	economical	way	to	heat	high-density	residential	zones	

in colder climates, yet the costs can quickly escalate if proper precautions and maintenance are not ensured. 

DH	represents	a	massive	segment	of	the	Russia	energy	sector,	accounting	for	45	percent	of	domestic	energy	

consumption and 50 percent of fossil fuel use. However, outdated systems and aging pipes cause heat losses 

between	20	and	70	percent	in	a	majority	of	the	systems,	while	inefficient	metering	causes	buildings	to	be	

either	overheated	or	under-heated.	To	remedy	this	problem,	new	buildings	constructed	under	the	modern	

building	code	are	twice	as	heat	efficient	and	much	easier	to	modernize	and	implement	into	a	district	heating	

plan	than	older	buildings	(Bashmakov,	2004).	Thus,	it	is	essential	to	not	only	have	a	dense	area	for	a	DH	

system, but one that is properly constructed and well maintained.

 A common theme arising in several papers is the necessity of implementing district heating in areas 

that are in the planning stages of being developed or redeveloped. Looking to create a district heating 

system of its own, the city of Seattle commissioned a case study of Vancouver’s process to implement 

a similar system in the early 1990’s. This study looks at the effectiveness of an initiative from the City 

Council to require planners to take energy concerns into account when zoning land. Starting out as part of a 

campaign to revitalize and redevelop the urban core and waterfront areas, the Council decided to encourage 

new developments to be as environmentally and energy friendly as possible. 

 The Vancouver urban core was completed with a district heating system connecting all the new 

buildings.	Benefits	include:

	 •			An	average	cost	of	heating	that	was	10%	lower	for	the	majority	of	customers.	Heating	costs	are	
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     now between $0.08 and $0.09 per kWh.

	 •			Fewer	fluctuations	in	heating	prices.	Acting	as	a	central	buyer	for	the	natural	gas,	the	plant	

     operator can purchase in bulk at the best price. The addition of more buildings to the district 

     heating system provides even greater leverage in buying gas.

	 •			A	more	reliable	heating	system	with	fewer	outages.	

The article concludes that municipalities can encourage uptake of district energy through planning practices 

(Case	Study:	Vancouver’s	District	Heating	Program,	2008,	pp.	1-5).	

	 Turning	to	the	specific	usage	of	zoning	as	a	means	of	effectively	encouraging	the	use	of	district	

energy,	Anders	Dyrelund,	Chief	Advisor	of	the	Rambøll	Group,	finds	that	zoning	can	be	used	as	an	effective	

means of promoting district heating as well as competitive market forces (Dyrelund, 2008, p. 2). A common 

criticism brought against district heating is that centralizing the source of heat in a district would lead to 

a monopoly and thus the high prices and poor quality that accompany them. Quite the contrary Dyrelund 

suggests, since a regular (dispersed) heating system utilizing natural gas will generally be serviced by a 

single	gas	company	that	sells	directly	to	the	consumers.	Competition	is	stifled	and	customers	are	bound	

to the price the provider sets. A district energy system, on the other hand, allows consumers to pool 

their buying power into a larger entity that can choose the best price among several large suppliers. This 

advantage is increased when the DHC system utilizes a system that can accept multiple fuels, such as refuse, 

methane,	or	biomass.	These	systems	provide	the	added	benefit	of	being	able	to	switch	fuels	based	on	price	

fluctuations	due	to	demand	or	seasonality.	This	provides	a	“buffer”	that	insulates	customers	against	rising	

costs in a single fuel. 

 Taking Dyrelund’s assertions a step further, Grohnheit and Mortensen postulate that district heating 

18



systems may be able to act as a catalyst for promoting competition in the European Union (Grohnheit 

& Mortensen, 2003, pp. 8, 19). With the advent of a common energy market on the horizon in Europe, 

they	find	that	government	regulations	encouraging	district	heating	could	provide	the	impetus	for	private	

industries to expand their operations and broaden the range of fuels that are being used in their systems. 

This would represent a shift away from the monopolistic, single fuel systems in place, and allow locally 

owned DH systems to purchase their own fuel sources from a competing number of fuel providers. 

These incentives could take the form of tax credits, subsidies, or technical assistance in constructing and 

operating the system. The Seattle City Council followed incentives and guidelines used in Copenhagen 

when designing their future energy plans (Future Seattle District Heating Policy, 2008, p. 2). The main 

concept was to facilitate infrastructure development so as to increase market penetration in the city. Methods 

included using a carbon tax to generate funds, and enacting a special obligation for buisnesses to connect to 

the new system. 

 A great deal of contemporary and past research suggests that a district heating system is best 

matched to an area where density is high, alternative fuel prices are (comparatively) high, and the 

government is willing to support the program. Populous cities with buildings in need of refurbishment are 

especially well suited to adopting district energy systems. Perhaps more importantly, the operating costs of 

such a system must be lower than any current alternative system. Environmental concerns, reliability, and 

safety are all important features, but they pale in comparison to the incentive that reducing costs produces. 

For a system to be successfully integrated into an existing area, it must contain a critical mass of these 

features to have promise of taking hold. 
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  Understanding the opportunities and challenges of implementing or expanding a district energy 

system	in	any	given	municipality	is	dependent	on	the	specific	local	planning	processes	employed	by	its	

governing structure. Therefore, understanding these structures and processes in the City of Minneapolis in 

particular is critical in evaluating potential development opportunities for a district energy system in the 

North Loop.

 Redevelopment of Minneapolis properties is a process guided by numerous layers of governance 

intended	to,	as	Wai-chung	Lai	states,	maximize	positive	externalities	and	minimize	negative	ones.	The	

decision-making	tools	and	processes	used	to	guide	those	efforts	include	extensive	market	research,	a	

comprehensive	city	plan,	zoning	policy,	the	expertise	of	professional	city	planners,	and	the	influence	of	local	

politics.
   

Comprehensive Plan 

 Every city is required by state law to adopt a comprehensive plan – an overarching framework that 

guides all city planning and redevelopment efforts within a given municipality. According to Downtown 

Planner	Beth	Elliot,	the	Minneapolis	comprehensive	plan	is	revised	and	re-adopted	by	the	City	Council	

every ten years (Elliot, 2009). The Minneapolis Plan for Sustainable Growth is the city’s comprehensive 

plan and the primary policy document for the City of Minneapolis. The comprehensive plan is used by 



policy-	and	decision-makers	to	help	guide	the	physical	development	of	the	city.	All	redevelopment	activities	

within the city therefore must conform to, and subsequently act to implement, that overarching framework.
 

Zoning 

	 According	to	Wai-chung	Lai,	“Zoning,	as	technically	understood	by	town	planners	and	economists,	

is regarded at the economic level as a means to replace private planning of proprietors in their exercise 

of private property rights by government planning of planners whose decisions are based on professional 

judgment,”	(Wai-chung	Lai,	1998,	p.	17).	In	Minneapolis,	zoning	is	understood	in	much	the	same	way	–	as	

an enforcement mechanism that carries out the planning policies developed by city planners and approved 

by municipal governance structures – namely the city staff, Zoning Administrator, Board of Adjustment, 

Planning Commission, Zoning and Planning Committee, City Council, and Mayor. 

 In Minneapolis, an area could be zoned in one of many ways. According to the Minneapolis 

Community Planning and Economic Development Planning Division, “The zoning code divides the city 

into	different	districts:	residential,	office-residential,	commercial,	industrial,	and	downtown.	There	are	also	

overlay	zoning	districts	within	the	city	that	either	provide	more	flexibility	or	impose	additional	restrictions	

to the underlying zoning district,” (Zoning Overview, 2009, p. 1). 

	 These	zoning	policies	are	intended	to	confine	certain	development	activities	to	specific	areas	for	

which those activities are suited best – according to market trends, the nature and interests of adjacent 

properties, and the city’s comprehensive plan. The City of Minneapolis states in its zoning overview that, 

“Within each zoning district, the zoning code imposes land use controls that regulate what can be built on 

individual parcels of land. Such controls include: specifying the allowed uses of land in each zoning district, 
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setbacks, height, bulk, density, parking requirements, lot coverage, etc.,” (p. 2). Zoning in Minneapolis 

therefore acts as a mechanism to strategically prohibit certain development activities that would otherwise 

produce negative local externalities in a given area.

 Still, according to Minneapolis Zoning Administrator Steve Poor, zoning policy is sometimes 

flexible,	as	it	can	be	changed	in	one	of	two	ways:	1)	property	owner	petition;	or	2)	small	area	plan	studies	

conducted by the city itself. As the Minneapolis Zoning Overview states, “Amendments to the text of the 

zoning ordinance and the zoning maps are made for the purpose of promoting public health, safety, and 

general welfare, and in the consideration of changing conditions, conservation of property values, the trend 

of	development,	and	the	current	and	anticipated	uses	of	property,”	(p.	4).	Thus,	modifications	in	the	city’s	

zoning policies must be made for good reason, and the process by which rezoning is governed is designed to 

minimize resulting negative externalities.

Property Owner Petition 

 According to the Minneapolis Community Planning and Economic Development Planning 

Department, if a property owner in Minneapolis wants to redevelop his or her own property in a way that is 

inconsistent with current zoning restrictions, that property owner must petition the city. 

 First, the property owner must consult with city staff who help guide the petitioner through the 

application process. The Zoning Administrator then considers the property owner’s petition. Consulting 

the comprehensive plan, seeking the counsel of neighborhood organizations and the Heritage Preservation 

Commission, and applying his or her own planning expertise, the Minneapolis Zoning Administrator makes 

an informed recommendation to the Minneapolis Planning Commission. The Board of Adjustment then 
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reviews that recommendation before the Minneapolis Planning Commission can consider it. If the Board of 

Adjustment	deems	the	recommendation	unsatisfactory,	the	Zoning	Administrator’s	decision	can	be	nullified.	

If not, the recommendation will proceed to the Planning Commission (Poor, 2009).

 According to the Minneapolis Zoning Overview:

	 	 The	City	Planning	Commission	is	charged	with	long-range	planning	for	the	city	

  and is responsible for advising the City Council on matters of development, 

  zoning, and capital improvements. It is a citizen’s committee that works with the 

  staff of the Department of Community Planning and Economic Development 

  Planning Division on the development of plans and the review of land use 

	 	 applications,”	(Zoning	Overview,	2009,	p.	4).	

 Based on the input of the Zoning Administrator and the Board of Adjustment, the Planning 

Commission makes a recommendation to the Minneapolis City Council. The Council then defers the 

petition to the Zoning and Planning Committee of the City Council before the full Council considers the 

recommendation and takes a vote. Finally, the Mayor of Minneapolis can either sign or veto the petition – 

either	allowing	or	prohibiting	the	property	owner	from	proceeding	with	his	or	her	specific	redevelopment	

plans (Poor, 2009).
 

Small Area Plan

 In order to revise zoning policy on a broader scale, the city itself must initiate a small area plan 

study. According to Minneapolis Downtown Planner Beth Elliot, such small area plans are undertaken when 

market conditions or other relevant development events on or adjacent to a given area provide an impetus to 

study	the	potential	outcomes	of	possible	redevelopment	scenarios	(Elliot,	2009).	In	other	words,	as	Wai-

chung Lai describes, city planners strategically consider redevelopment options based on the perceived 
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positive and negative externalities that will result from such plans. 

	 Small	area	plan	studies,	as	required	by	state	law,	must	consider	parcels	of	land	at	least	40	acres	

in size. These plans consider changing market structures as well as positive and negative externalities 

of potential redevelopment activities. If a small area plan ultimately recommends modifying the city’s 

comprehensive plan, the City Council and Mayor must then vote to approve or reject that recommendation. 
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	 In	the	Twin	Cities,	47	percent	of	the	office	inventories	are	located	in	Downtown	Minneapolis	

(W-ZHA,	2009,	p.	4).	More	specifically	the	inventory	is	concentrated	in	the	area	east	of	Hennepin	Avenue	

and	contains	the	bulk	of	the	high-end	offices	in	the	Twin	Cities	(p.	4).

	 Along	with	high-end	offices	located	in	the	downtown	area,	equally	affluent	hotels	and	conventions	

can be found in the area. The retail market in the downtown area is approximately 3.25 million square feet 

of the 30 million square feet making up downtown and those employed in the area make up the majority 

of the retail market. Other businesses such as bars, restaurants and clubs are prominent in the North 

Loop neighborhood (p. 5). Residential development has been prominent among new buildings as well as 

renovated industrial buildings in the northeastern section of the North Loop neighborhood and has increased 

by over 2,000 households since 2000 (p. 6).  These new residential developments have attracted a median 

income of about $69,000, more than in downtown or Minneapolis as a whole (p. 7).

Upper North Loop

 The Upper North Loop is the portion of the North Loop neighborhood found northeast of 

Washington Avenue. A great deal of the redevelopment happening in the North Loop neighborhood is 

concentrated in the Upper North Loop in the form of condominiums. This area is also unique in that most of 

the buildings found in this area were placed on the National Register of Historic Places in 1989.
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The National Register of Historic Places is a list produced and maintained by the National Park Service. 

This	list	contains	historic	places	deemed	worthy	of	preservation	because	of	significance	in	American	history,	

architecture, archaeology, engineering or culture.

 The historical character and unique architecture found in the Upper North Loop neighborhood has 

been	a	significant	factor	in	the	desire	to	redevelop	the	area	into	urban	living.	However	being	placed	on	the	

National Register of Historic Places does pose some limitations when it comes to redevelopment.

Property owners who have property placed on the National Register of Historic Places are free to do with 

their properties as they please as long as there is no federal money associated with the property. If federal 

money is a factor, then the Advisory Council on Historic Preservation must be allowed to comment on the 

project.

 In addition to the national requirements put in place as a member of the National Register of Historic 

Places,	parameters	set	in	place	by	the	State	Historic	Preservation	Office	and	the	City	of	Minneapolis	

Heritage	Preservation	Committee	also	limit	redevelopment.	The	State	Historic	Preservation	Office	does	not	

have additional preservation requirements; they simply abide by the parameters put forth by the National 

Register of Historic Places.

 However the City of Minneapolis Heritage Preservation Committee does have more restrictive 

requirements for properties they deem worthy of heritage preservation.  Once something is designated for 

heritage	preservation	by	the	Heritage	Preservation	Committee	it	cannot	be	altered	without	a	“Certificate	

of	Appropriateness”	for	major	renovations	or	a	“Certificate	of	No	Change”	for	minor	renovations	granted	

by	the	Heritage	Preservation	Committee	after	holding	a	public	hearing.	Granting	a	“Certificate	of	
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Appropriateness” is subject to the following criteria found in City of Minneapolis Heritage Preservation 

Ordinance Title 23, Chapter 599, Article 6:

  Required findings for certificate of appropriateness. (a) In general. Before 

	 	 approving	a	certificate	of	appropriateness,	and	based	upon	the	evidence	

	 	 presented	in	each	application	submitted,	the	commission	shall	make	findings	

  based upon, but not limited to, the following:  

  (1)   The alteration is compatible with and continues to support the criteria 

	 	 of	significance	and	period	of	significance	for	which	the	landmark	or	historic	

  district was designated.

  (2)   The alteration is compatible with and supports the interior and/or exterior 

  designation in which the property was designated.

  (3)   The alteration is compatible with and will ensure continued integrity of the 

  landmark or historic district for which the district was designated.

	 	 (4)			The	alteration	will	not	materially	impair	the	significance	and	integrity	of	

  the landmark, historic district or nominated property under interim protection as 

  evidenced by the consistency of alterations with the applicable design guidelines 

  adopted by the commission.

	 	 (5)			The	alteration	will	not	materially	impair	the	significance	and	integrity	of	the

  landmark, historic district or nominated property under interim protection as 

  evidenced by the consistency of alterations with the recommendations contained 

  in The Secretary of the Interior’s Standards for the Treatment of Historic Properties.

	 	 (6)			The	certificate	of	appropriateness	conforms	to	all	applicable	regulations	of	this	

  preservation ordinance and is consistent with the applicable policies of the 

  comprehensive plan and applicable preservation policies in small area plans adopted 

  by the city council.

 The Minneapolis Heritage Preservation Committee deemed the North Loop Warehouse Historic 
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District worthy of heritage preservation in 1978 and can be seen on the map located on page 28.  On January 

13, 2009, the Minneapolis Heritage Preservation Committee nominated the Minneapolis Warehouse Historic 

District currently on the National Register of Historic Places for heritage preservation. Thus far three public 

meetings	have	been	held	and	a	final	determination	is	expected	soon.	If	the	Minneapolis	Warehouse	Historic	

District currently on the National Register of Historic Places is approved for heritage preservation, that 

would add considerable restrictions to the redevelopment of the Upper North Loop neighborhood.  

Downtown East/North Loop

 The Downtown East/North Loop area is recognized the Downtown East/North Loop master plan 

adopted by the City of Minneapolis in October 2003.  The area in blue on the map found on page 26 is the 

area encompassed in the Downtown East/North Loop master plan.

	 This	portion	of	the	city	is	the	densest,	containing	high-end	offices	and	hotels.		This	area	also	has	a	

large entertainment draw containing restaurants, bars and night clubs.  The retail sector in the area is about 

2.2	million	square	feet	and	is	mostly	frequented	by	those	working	in	the	area	(W-ZHA,	2009,	p.	5).

This	area	is	significant	to	this	study	because	the	Downtown	East/North	Loop	area	already	has	significant	

development and very little room for redevelopment. Additionally it is important to note that the Downtown 

East/North	Loop	master	plan	requires	that	all	very	dense/Class-A	office	buildings	be	built	within	this	area.	

This limits the type of development that can occur in other sectors of the North Loop neighborhood.

Lower North Loop

 The Lower North Loop is the area of the North Loop neighborhood located southwest of the 7th 

23242330



Street North, the tan area in the map located on page 26. Currently the Lower North Loop neighborhood is 

zoned as industrial with a zoning overlay that allows for residential development. This is consistent with 

the Minneapolis master plan and has resulted in one or two story buildings as is common with the industrial 

sector. However with the recent potential for redevelopment brought forth by Target Field and the potential 

construction of a multimodal transit station, the City of Minneapolis is currently working on a small area 

plan for the Lower North Loop neighborhood. This small area plan is expected to be in concert with the 

findings	put	forth	in	the	market	analysis	outlined	in	more	detail	below.	The	City	of	Minneapolis	did	express	

potential for reevaluation of the Lower North Loop neighborhood small area plan in the future if the market 

conditions were to change.

 Due to the proximity of the Lower North Loop neighborhood to Downtown Minneapolis, and the 

recent construction of Target Field, it was widely thought that this area would be ideal for redevelopment. 

However	a	market	analysis	performed	by	W-ZHA,	LLC	at	the	request	of	the	City	of	Minneapolis,	has	

brought to light several factors present in the Lower North Loop neighborhood that have excluded this area 

from the recent redevelopment boom in the greater North Loop neighborhood and makes future large scale 

redevelopment a challenge.

 The Lower North Loop is currently inhabited by organizations that provide services for indigent 

and	homeless	persons,	numerous	publicly	owned	facilities,	and	several	other	industrial	buildings	(W-ZHA,	

2009, p. 8). According to the City of Minneapolis, as of now the city does not have any intention of 

relocating its public buildings, and is in fact considering purchasing more property in the Lower North Loop 

neighborhood.	Lee’s	Liquor	Lounge	is	the	only	retail	facility	flourishing	and	the	residential	area	consists	of	
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one relatively small building on Linden Avenue (p. 8).

Given that the Lower North Loop neighborhood has not caught the redevelopment wave produced by the 

Upper North Loop neighborhood and the Warehouse District, there are still various factors weighing on the 

future of this area.
 

Benefits of the Lower North Loop

	 •			The	proximity	to	downtown	Minneapolis	is	a	major	advantage.	The	Lower	North	Loop	is	closer	

     to downtown than Loring Park, Elliott Park, Northeast Minneapolis, Downtown East and the 

	 				Upper	North	Loop	(W-ZHA,	2009,	p.9).

	 •			In	comparison	to	downtown,	property	costs	are	low.		In	the	Lower	North	Loop	land	price	is	about	

	 				$7-$15	per	square	foot	compared	to	$30-$50	per	square	foot	in	downtown	(p.	9).

Constraints of the Lower North Loop

	 •			Currently	the	Lower	North	Loop	is	mostly	industrial	and	social	service	oriented	creating	an	image	

     that is not optimal for redevelopment (p. 9).

	 •			Though	it	is	close	to	downtown,	access	is	limited	and	the	area	lacks	the	easy	navigable	street	grid	

     system (p. 9).

 Despite these various drawbacks reducing the appeal to redevelopment in the Lower North Loop 

neighborhood, two major improvements have potential to considerably reshape the future.

	 The	first	major	redevelopment	event	occurring	in	the	Lower	North	Loop	that	could	reshape	the	

future of the area is the construction of Target Field, the new Twins Stadium.  Scheduled to be open in 2010, 

this	facility	will	hold	40,000	fans	and	host	at	least	81	regular	season	games	each	year	(p.	10).		

 Stadiums have occasionally served as starting points for redevelopment; however, this is not 
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necessarily a guarantee. For example the Metrodome, where the Twins currently play, was expected to be 

a	center	for	significant	redevelopment	–	redevelopment	that	was	never	realized,	which	is	similar	to	the	

situations in Baltimore, Phoenix, and Philadelphia.  Conversely, cities such as Denver and Cleveland had 

great success with redevelopment after a stadium was built (p. 11).

 Given these varied results in regards to redevelopment surrounding new stadiums, there are some 

lessons that can be taken away when predicting possible redevelopment a stadium can initiate. One such 

lesson	is	the	flow	of	visitors	(p.	11).	In	locations	where	visitors	can	easily	access	the	stadium	as	well	

as restaurants, bars, hotels and more, development is less likely to occur because the demand for those 

establishments have already been met. This puts the Lower North Loop at a disadvantage because access to 

Target Field will likely be from the more developed downtown area containing numerous entertainment and 

dining opportunities (p. 12).

 Redevelopment has been more prominent in areas near stadiums that are relatively low in price, offer 

low-rise	developments	instead	of	large-scale	development,	and	areas	with	the	very	fashionable	warehouse	

atmosphere (p. 12). As mentioned, the Lower North Loop neighborhood does offer relatively low prices in 

comparison to the downtown area; but the buildings lack the character of those in the Upper North Loop 

neighborhood.	Additionally,	as	previously	mentioned,	the	area	is	difficult	to	navigate	and	has	some	image	

perceptions that do not attract redevelopment (pp. 12, 13).

 The second possible development event occurring in the Lower North Loop that may attract 

additional redevelopment is the proposed multimodal station across from Target Field. This facility would 

be a center for public transportation granting access to bus service, Hiawatha light rail line, the central 
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corridor light rail line, the Northstar Commuter Rail and possible new light rail lines serving other parts 

of the city (p. 10).   These multimodal public transit services will increase access to Target Field from 

downtown, the Upper North Loop and the Warehouse district but as of now would do little to increase 

access to the Lower North Loop neighborhood, thus making additional redevelopment more challenging 

(p.13).	However	the	Hiawatha	Light	rail	line	has	seen	significant	redevelopment	along	its	route	and	has	

shown that the presence of additional transportation can itself be an igniter of redevelopment (p. 13). If the 

Southwest Corridor rail line does connect with the multimodal station, it could play a big role changing the 

landscape of the Lower North Loop neighborhood.

 Although it has received less attention, a third possible catalyst for redevelopment in the Lower 

North	Loop	is	Alatus	development	occurring	to	the	east.	This	development	is	expected	to	include	high-

density	office	and	residential	buildings	as	well	as	a	Lund’s	grocery	store	(p.	13).	Although	the	Lower	North	

Loop	will	be	separated	from	this	new	development	by	I-94,	it	would	be	the	closer	than	other	downtown	

neighborhoods	(p.	14).

	 A	final	factor	to	consider	in	the	potential	redevelopment	possibilities	in	the	Lower	North	

Loop neighborhood is the issue of timing. One of the forces driving redevelopment in the North Loop 

neighborhood is the residential sector, which is predominantly made up of “empty nester” households, with 

residents	50-64	years	old	(p.	16).	This	demographic	is	currently	growing	but	is	expected	to	plateau	between	

2010 and 2020, thus slowing the demand for redevelopment in the area. If redevelopment in the North Loop 

does	not	gain	momentum	before	this	plateau,	it	may	never	find	the	necessary	momentum	to	take	off	(p.	17).
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	 While	the	market	analysis	for	this	area	precludes	development	at	this	time,	there	are	a	significant	

number of variables that may allow, or even encourage, development in the future. New projects, an 

improving economy, advanced communication strategies employed by Hennepin County, or a demographic 

shift may all spur development in the currently dormant area.
 

Public Relations

 The success of a district energy system rests on existing and evolving public perceptions about its 

associated	risks	and	benefits	–	or	as	Wai-chung	Lai	would	call	them,	negative	and	positive	externalities.	

Efforts undertaken by Unicom Thermal Technologies in Chicago, Illinois, provide a relevant and compelling 

model of a successful public relations strategy that Hennepin County should consider; efforts that helped 

change public perceptions in Chicago about the externalities associated with a district energy system.
 

Unicom Thermal Technologies

 Unicom Thermal Technologies in Chicago credits the successful expansion of its District Energy 

system to a well developed, fully integrated, strategic communication campaign. According to the 

company’s marketing department: 

 In two year’s time, Unicom Thermal Technologies has grown into one of the largest district 

cooling	systems	of	25,000	tons	with	a	1996	plan	to	grow	to	40,000	tons.	This	growth	is	attributed	to	the	
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development and implementation of a marketing and sales plan based on thorough market research and 

innovative marketing and sales strategies, and the consistent implementation of those strategies (Mitola, p. 

191). 

 In fact, the success of Unicom’s communication strategy ultimately helped expand its district 

energy operations to include a second facility. But, this expansion did not come easily. It required, as stated, 

a consistent adherence to the company’s marketing plan based on tangible measurements of consumer 

perceptions.

 In pursuing its expansion and public relations strategies, Unicom did its research. First they found 

that, “Although the district energy industry has often based its message on being a low cost energy provider, 

market research and early sales experience indicated that customers choose district cooling as a value added 

service,”	(p.	191).	This	refined	Unicom’s	focus	to	center	solely	on	messages	that	reinforced	the	image	of	

district energy as an instrument of added value.

 In fact, the company integrated the concept of added value into every facet of its public relations 

campaign.	Specifically,	that	message	strategy	sought	to	sell	district	energy	as	a	system	that	offered:	1)	

easier	operations;	2)	reliability;	3)	redundancy;	4)	proven	technology;	and	5)	flexibility.	This	was	a	direct,	

successful	attempt	to	redefine	the	concept	of	district	energy	in	the	minds	of	its	consumers.	By	focusing	on	

the perceptions and needs of its consumers, Unicom was able to more effectively convince the public that 

district energy was a viable, affordable, and competitive option. In short, “The marketing sales organization 

was designed to surround the customer with total quality service,” (p. 192).

 Additionally – and according to Unicom, most importantly – the company made a unique attempt to 
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integrate	its	strategic	communication	campaign	with	its	long-term	construction	plan.	As	Mitola	states:	

	 In	addition,	the	marketing	and	sales	organization	[was]	integrated	into	the	financial,	construction,	

and	operating	organizations	of	the	company.	This	successful	implementation	and	integration	[led]	to	

tremendous growth while facing competition from other district energy providers and the traditional heating 

and cooling marketplace (p. 192).

	 Both	the	marketing	plan	and	construction	plan	were,	“designed	to	meet	the	specific	needs	of	building	

owners,	create	value,	and	remain	flexible	[in	order]	to	change	rapidly	to	reflect	continuous	focus	on	the	

customer,” (p. 196). 

	 By	focusing	on	customer	needs	and	the	specific	scenarios	in	each	separate	sector	of	its	expansion,	

Unicom was successful in building a positive brand, as well as trust with its customers. By focusing on the 

positive aspects of district energy, the company was able to take the focus off of differences in technology 

between competitors, and put it back on the service and value district energy offers customers. As Unicom 

concludes,	“Only	by	developing	a	business	plan	designed	to	meet	customer	needs,	fulfill	customer	

commitments,	remain	flexible,	and	create	value,	can	a	district	energy	company	experience	rapid	growth	in	a	

competitive environment,”(p. 199).
 

Hennepin County

 Currently the HERC is facing a public relations dilemma – with a storm of controversy surrounding 

its proposed expanded burning capacity. The county’s dealings with the Minneapolis City Council in 

recent months have caused some backlash from area residents about the perceived negative environmental 

externalities resulting from cogeneration activities – particularly the fuels utilized to run the plant.
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	 Clearly	the	HERC	could	stand	to	benefit	from	an	aggressive	and	focused	public	relations	campaign.	

Ultimately Hennepin County must convince municipal government stakeholders and Minneapolis residents 

that	the	benefits	of	district	energy	outweigh	the	risks.	But	currently,	broad	misperceptions	about	the	

negative externalities of the facility are threatening the success of district energy implementation. Those 

misperceptions must be replaced by more compelling messages that effectively describe the added value 

and utility of a district energy system in the North Loop. By modeling the efforts of Unicom Thermal 

Technologies, Hennepin County can enjoy the more successful prospect of a district energy system.
 

Multimodal Station

 Perhaps the most promising catalyst for change is the new multimodal transit station that is under 

consideration in the North Loop. Once completed, this facility has the potential to revitalize the area 

and increase the incentives for developers to purchase land and begin new building projects. In short, as 

Wai-chung	Lai	would	agree,	those	positive	incentives	for	redevelopment	would	be	considered	positive	

externalities. The ease of travel for visitors to the new Target Field, as well as its proximity to downtown, 

gives the area around the station the potential to be reconsidered for private investment.    

 A situation akin to this occurred in Portland in the 1990’s, with the introduction of a new transit 

station providing the impetus for economic growth in the area. New developments, including a stadium, 

high-rise	apartments,	and	commercial	buildings	began	to	encircle	the	station	to	serve	the	growing	

transit	populace.	The	emergence	of	many	high-density	buildings	in	the	surrounding	area	allowed	the	

implementation of a district heating system in the area to serve the spiking demand for energy and heat 

(Hartman, 2005).
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 The current transit center that is being built in the area, the Downtown Minneapolis Ballpark Station, 

will link the Hiawatha light rail line, which connects to the Minneapolis/St. Paul International Airport and 

Mall of America, with the Northstar line that will run to Big Lake and eventually to St. Cloud. The broad 

scope of this transit line will enable many people to commute to Minneapolis who have otherwise been 

unable	to	do	so.	This	will	result	in	a	regional	hub	for	train	and	bus	traffic	that	greatly	enhances	the	prospects	

for development in the area surrounding the station. There are also plans to expand this station to include 

connections to the Red Rock Corridor, Central Corridor, Southwest Corridor, and Bottineau train lines, 

which	would	create	even	further	demand	for	businesses	and	residences	to	serve	the	increased	flow	of	people	

moving through the North Loop (Downtown Minneapolis Ballpark Station, n.d.). 

	 In	addition	to	all	of	the	new	development	that	may	occur	as	a	result	of	the	proposed	multi-modal	

station, the transit building itself, which is planned to be built adjoining the Ford Center, may include heated 

areas and an indoor facility that could be served by a district heating system.

Public Buildings

 Yet another opportunity to maximize the potential of the district energy system would be to 

maximize district energy usage in the large amount of publicly owned buildings in the area. Publicly owned 

buildings	have	a	number	of	benefits	over	private	businesses	including	stability	and	a	willingness	to	work	

with other governmental agencies. Perhaps most important of all, governmental buildings and are more apt 

to	remain	in	their	current	location	for	an	extended	period	of	time,	are	thus	more	likely	to	engage	in	long-

term contracts for heat. 

 Apart from the currently existing public infrastructure, there exists the potential for new public 

23242342



developments, even before a market change occurs. One of the possible proposals for the North Loop area 

is a revitalization of the Minneapolis farmer’s market, with a transformation of the area into an indoor 

facility	(Elliot,	2009).	This	new	building	would	be	a	year-round,	indoor	market	designed	to	allow	local	

vendors to sell fruits, vegetables, and plants in a sheltered, heated environment. Such a facility would need 

a	significant	amount	of	heating	and	would	be	aptly	served	by	a	district	heating	system	that	could	provide	

affordable, reliable heat without the need for a costly or dangerous boiler on the premises. Furthermore, as 

a	public	building	the	market	would	be	able	to	hold	a	long-term	contract	for	heat	and	energy	from	the	HERC	

(Michaud, 2009).

Utilizing Sidewalks

 Apart from seeking new areas in which to expand district heating, it is also prudent to focus on ways 

to	improve	the	efficiency	and	longevity	of	the	system.	One	method	of	achieving	this	is	to	ensure	that	the	

connective network of pipes is constructed properly. Studies have shown that the underground pipes are 

far	more	durable	if	they	are	removed	from	vibrations	and	above	ground	traffic	such	as	that	caused	by	roads	

and	train-tracks	(Trigen	Philadelphia,	2009).	Thus,	the	most	efficient	place	to	lay	piping	is	under	sidewalks	

and	other	low-traffic	areas,	where	they	will	not	be	disturbed	by	heavy	transit	above	them.	In	this	way,	the	

infrastructure can last for many decades without the need for costly repairs.

 A current opportunity to implement a piping network such as this exists in the historical district of 

the North Loop. Due to recent negotiations with the City planners concerning the historical preservation 

guidelines, there is a push to expand the sidewalks in the neighborhood (while preserving the buildings) 

and	create	wider,	more	pedestrian-friendly	walkways.	If	this	plan	gains	traction,	there	will	be	a	
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serendipitous opportunity to lay the steam pipes for a district energy system beneath the torn up sidewalks 

(the best location for them) while the new walkways are being expanded (Frank, 2009). This would 

allow the infrastructure for an expanded district heating system to be laid without the additional cost and 

inconvieience of tearing up and replacing usable sidewalks.

 As can be noted throughout the course of this work, there are various constraints to redevelopment in 

the North Loop. These recommendations aim to strategically place the HERC on a future path to maximize 

the utility of district energy in the North Loop. Should these recommendations be pursued, it would serve to 

optimize future redevelopment in the North Loop.
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*Unless otherwise noted, the following are not direct quotations, but brief summaries of statments made 

  during personal interviews. 

David Frank, Chair, North Loop Neighborhood Association

	 •			David	Frank,	Chair	of	the	NLNA.	

	 •			Yes	we	can	quote	him,	and	he	wanted	to	mention	that	the	NLNA	is	an	enthusiastic	

     supporter of district energy.

	 •			The	North	Loop	Neighborhood	Association	is	designed	to	foster	a	strong	community	in	the	

     North Loop area. They specifically focus on promoting the betterment of the area through 

     holding neighborhood meetings and working with the appropriate government agencies. 

	 •			YES!	It	is	absolutely	needed!	

	 •			“We	need	more	people,	people	people!”.	“Density,	density,	density!”.		It	should	be	a	mix	

     of residential and commercial, but be very dense so that there is more room for retail, 

        more room for open space, and more transit options. NLNA is “probably the only 

     neighborhood association that is actively supporting a denser neighborhood”.

	 •			YES!	“I	don’t	care	if	it’s	fueled	by	coal,	natural	gas,	or	marshmallows,	people	must	take	

     as many advantages as possible”. The high density of the area would be very conducive to 

     district energy and would work well with the environmental aspects of a community like 

     the North Loop. 

	 •			Opportunities:	Lower	costs,	good	marketing	of	“green”	energy.	Ability	to	buy	local.	This	

     is a huge opportunity to promote district energy as using local sources (i.e. trash), rather 

     than coal, oil, or natural gas that has to be trucked in from somewhere else in the country. 



     Many people would much rather give their money to a company that collects and uses local 

     garbage than to pay to have sources from outside the state, and even country, to be shipped 

     in and burned.

   o   Challenges: Getting the infrastructure put in. Costs of implementation. 

        The biggest problem is the perceived costs of running a large system like 

         that. Especially in this economy, people are trying to cut costs as much as 

        possible. The historical buildings are also smaller and more spread out than 

        may be efficient for a district energy system.

	 •			The	NLNA	has	a	seat	on	the	steering	committee	of	the	2010	partners.	They	want	to	

     promote the fact that residents actually live in the neighborhood and their concerns should 

     be met, rather than just focusing on the people who drive in for the Twins games and then 

     leave. The NLNA will work with the appropriate agencies to ensure that the North Loop is 

     a great place to live in, not just visit.

	 •			The	2010	Partners,	Beth	Elliot,	HERC,	City	of	Minneapolis.

	 •			Besides	their	spot	on	the	2010	partners,	the	NLNA	has	worked	with	Beth	Elliot	and	Brian	

     Schaffer to expand the historically protected areas in the North Loop. They have also 

     worked on what this protection entails. Initially, it meant that nothing at all could  be 

     changed, including the narrow sidewalks and landscape of the area. They have since 

     reached an agreement that allows renovations to be made as long as the historic exteriors 

     of the buildings are kept intact. They want trees and wider sidewalks (which could be 

     beneficial to implementing district energy if they put the pipes in when the sidewalk is 

     ripped up). “The NLNA could care less what the inside of the building looks like as long as 

     the exterior is ok”. 

Beth Elliot, Downtown Planner, City of Minneapolis

	 •			Zoning	tells	you	the	maximum	and	minimum	of	what	you	can	do

	 •			Commercial/residential/industrial	and	maximum	amount	of	bulk	(gross	floor	area	of	the	

     building) 
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	 •			Zoning	ordinances	are	limited	in	how	high	or	low	the	buildings	can	be

	 •			What	is	the	value	of	the	land?	How	much	building	does	a	developer	need	to	build	in	order	

        to make money on it

	 •			Industrial	area	–	industries	don’t	like	to	build	more	than	one	floor	(it’s	not	where	the	

       industry is)

	 •			Zoning	can	get	you	so	far,	but	in	many	cases	we	couldn’t	make	the	property	owners	build	

	 •			Goes	against	business	models	for	industrial	buildings

	 •			A	lot	of	public	buildings/public	facilities	in	the	North	Loop	Neighborhood

	 •			Those	are	sites	that	developers	are	not	going	to	put	new	buildings	on.

	 •			Historic	sites	that	the	city	does	not	want	to	redevelop

	 •			Considering	the	constraints,	is	it	worth	it	to	pursue	this	change?

	 •			Minneapolis	would	like	to	know	if	development	happens	on	certain	cites,	what	types	of	

     development would be synergistic with the HERC and with the market (there is a study we 

     should work at)

	 •			The	premise	the	city	had	was	that	the	brown	area	directly	east	of	the	ballpark	would	be	rife	

	 				for	multi-story	residential	development

	 •			But	the	market	analysis	said	that	redevelopment	potential	of	any	kind	is	lukewarm

	 •			Stuff	could	happen,	it	couldn’t	happen

	 •			If	development	happens	here	it’s	not	going	to	be	because	of	the	ballpark	–	it	will	be	

     because there is a transit station in the area

	 •			If	development	does	happen,	it	will	be	very	gradual	over	time
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	 •			It	won’t	be	dramatic	change

	 •			Conducting	a	small	area	plan	looking	20	years	out	setting	policy	for	community	and	

     economic development

	 •			The	infrastructure	in	that	area	is	a	barrier

	 •			Much	of	the	property	is	public	property

	 •			Another	barrier	–	there	is	no	character	in	here	–	except	up	on	Washington	

	 •			Why	would	you	redevelop	here	where	there	are	cooler	areas	with	light	rail	stations

	 •			If	HERC	were	over	near	the	Metrodome,	you	might	be	looking	at	something	completely	

     different and more amenable to further development

	 •			There	are	virtually	no	benefits	for	the	development	over	there	–	no	character,	no	skyway

	 •			No	corporate	headquarters	in	there	either	–	they	want	to	keep	that	downtown

	 •			Farmer’s	Market	may	be	moved	–	but	the	city	is	leaning	toward	keeping	it	there	and	having	

	 				public	works	invest	in	making	it	a	year-round	farmer’s	market

	 •			Steering	committee	interested	in	making	the	HERC,	neighbors,	businesses	better	neighbors

	 •			2010	Partners	interested	in	making	this	an	energy	district

	 •			They	want	to	see	green	businesses	move	here

	 •			It’s	not	a	zoning/planning	issue	–	it	is	a	marketing	issue

	 •			There	are	some	things	zoning	can	do	–	it	can	eliminate	barriers,	but	it	can	also	put	up	

     barriers as well (such as, if the zoning code doesn’t allow wind farms we could change 

     zoning code to put up wind farms)
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	 •			There	will	be	a	responsibility	after	the	planning	process	to	conduct	a	re-zoning	analysis

	 •			City	will	be	consistent	with	the	market	analysis	–	ask	for	this

	 •			Leave	the	doors	open	to	a	variety	of	possibilities	because	the	market	future	is	not		

     necessarily clear

	 •			Transit	stations	are	still	unclear	as	far	as	location

	 •			Class	A	office	buildings	–	amenities	that	come	along	with	office	space	(a	new	tall	shiny	

     development office building)

	 •			Will	the	value	of	the	land	increase	because	of	the	ballpark?	Might	not	be	an	issue	because	

     many of the industrial and residential places here own the land already.

	 •			There	might	not	be	industrial	folks	wanting	to	tear	down	a	factory	and	put	up	a	new	one,	

     they would rehab existing structures and then move in.

	 •			This	is	the	least	expensive	land	in	downtown

	 •			Because	of	the	economics	of	the	situation,	it’s	going	to	have	to	be	higher	density

	 •			It	should	be	medium	intensity	–	5-13	stories

	 •			Residential	density	you	count	the	number	of	units	to	determine	density

	 •			Commercial	density	you	talk	about	square	footage

	 •			Three	dots	on	page	are	major	development	possibilities	–	toward	downtown

	 •			District	Energy	is	better	in	redevelopment	areas

	 •			A	lot	of	people	are	under	the	impression	that	this	area	is	rife	for	redevelopment,	but	that	is	

     not necessarily the case
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	 •			Recommendations	will	be	given	at	the	end	of	this	month	or	next	month

	 •			It’s	hard	to	predict	the	future

	 •			The	area	around	the	Metrodome	is	all	owned	by	Star	Tribune

	 •			Small	area	plan	is	a	zeroed	down	vision	from	the	comprehensive	plan

	 •			We	need	to	have	a	comprehensive	plan	by	state	law	to	regulate	zoning

	 •			Small	area	plan	–	that	allows	us	to	look	at	a	certain	geographic	area	and	take	all	the	

     complex policies and zero it down into one area

	 •			How	often	do	you	reevaluate	the	small	area	plan?	–	You	look	at	differences	in	the	market	

     structure

	 •			DTE/NL	–	“Downtown	East	and	North	Loop	Plan”	(on	map)

	 •			State	law	is	that	land	use	policy	has	to	be	enforced	with	the	zoning	code	–	zoning	has	to	

     be consistent with comprehensive plan policies (really hard in a city like Minneapolis). But 

     politics comes into play and market pressures.

	 •			Comprehensive	plan	revised	every	ten	years

	 •			Two	ways	there	is	re-zoning	–	property	owner	petition;	or	have	at	least	40	acres	to	study	in	

     order for the city to change the zoning in the area

What kind of attention will the City pay to the HERC in its redevelopment plans for the North 
Loop neighborhood? What will the relationship be like between the City of Minneapolis and 
Hennepin County?

It is a complicated relationship that is getting better. They work more closely with the transportation 

folks from Hennepin County. Hennepin County has more money than we do. City has less money to 

do proactive redevelopment. County took lead on redeveloping Twins stadium, light rail multimodal 

station. Not the role of county to do land use development in our municipality. County has grants 
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they administer for transit oriented development, housing, etc. Those grants are given to the city or 

to a developer.

In your opinion, what other parties/stakeholders are important in this process?

Public Works Department, both departments are realizing that the new infrastructure needs to go 

hand in hand with the redevelopment efforts

Guthrie was rail yards, city bought up rail yards and then they were able to make it into blocks and 

redevelop it

Residents, businesses, Met Council, MnDOT, County

Met Council – regional planning body 7 county metro area – sewer service, aviation, freeways, parks 

– enforces congruence with the comprehensive plan

So the Met Council could withhold grants, prevent comprehensive plans from happening – their 

biggest impact on this area is the metro transit

Steve Poor, Zoning Administrator, City of Minneapolis

	 •			Re-zoning	process

	 •			Has	to	be	zoned	industrial

	 •			Mandated	by	state	statute	even	though	Minneapolis	is	a	city	of	the	first	class

	 •			Apply	to	the	planning	commission	–	from	one	zoning	classification	to	another

	 •			2/3	consent	signatures	–	property	owners	(not	be	required	here)

	 •			Planning	commission	makes	a	recommendation	to	the	city	council

	 •			Only	can	be	amended	by	the	city	council
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	 •			Zoning	and	planning	committee	of	the	city	council	hears	it	to	review	the	recommendation

	 •			Committee	takes	a	vote	to	support/oppose	it	based	on	the	comprehensive	plan

	 •			Z	&	P	forwards	it	to	the	full	city	council

	 •			Only	the	city	council	can	re-zone	a	property

	 •			Only	property	owners	can	offer	recommendations	for	re-zoning

	 •			Changed	zoning	code	–	changed	the	nomenclature	in	1999	(basically	semantics)

  o   Looked at the map to change the layout of the deal

	 •			Hennepin	County	would	be	the	entity	petitioning	the	re-zoning

	 •			Basset	Creek	Valley	Master	Plan

	 •			West	of	the	HERC	and	follow	Glenwood	Avenue	(international	market	square)

	 •			Tension	that	came	out	of	the	planning	commission	was	there	are	a	lot	of	people	really	

     uptight about the emissions

	 •			North	Loop	has	an	ILOD	(means	this	industrial	zone	has	an	industrial	overlay	so	

     residential can exist on that land)
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Memorandum of Agreement
Capstone Workshop

University of Minnesota
Humphrey Institute of Public Affairs

Date:   June 16, 2009

Project: Planning & Zoning Ordinances to Support a District Energy System

Clients: Hennepin County Environmental Services Department

  

Primary Client Contact: 

 Carl Michaud, Director, Hennepin County Environmental Services Department

Student Consultants:

  Diogo Reis (primary contact)

  Zach Bikus

  Matt Swenson

Student Contact Information:

  Diogo Reis

  reis0099@umn.edu

	 	 (763)	350-0023

Instructor: Tom Walkington

  Humphrey Institute of Public Affairs



  University of Minnesota

  301 19th Ave. S.

	 	 Minneapolis,	MN		55455

	 	 (c)	612-859-7939

  walki004@umn.edu

Project Goals & Purpose:

Utilize our collaborative skills and research efforts to develop recommendations for zoning and planning 

policy in the North Loop neighborhood to maximize the value of the Hennepin Energy Recovery Center 

(HERC)	in	a	way	that	efficiently	meets	the	energy	needs	of	commercial	and	multi-story	residential	

development in the area. 

Project Start Date:  June 16, 2009

Project End Date:   August 8, 2009

Deliverables:

	 1.			A	report	recommending	new	or	modified	planning	and	zoning	ordinances	that	exploits	the	

	 						benefits	of	a	district	energy	system	in	the	North	Loop	neighborhood.

 2.   A visual interpretation of the vision we put down on paper – an instrument to physically describe 

       the concepts of our planning and zoning ordinances.

 3.   An assessment of the feasibility of our recommendations and other potential alternatives.

	 4.			A	presentation	to	relevant	stakeholders	that	highlights	our	main	findings	and	recommendations	

       that effectively promotes the most viable option to Hennepin County in a way that ensures 

       constructive intergovernmental collaboration between all stakeholders (i.e. county, city, state, 

         neighborhood, business community, etc.).

	 5.			Provide	an	assessment	of	additional	related	benefits	resulting	from	our	recommendations	

	 						and	compare/contrast	those	related	benefits	to	other	potential	alternatives	(i.e.	greenhouse	gas	

       emission reductions, neighborhood development opportunities, jobs, etc.).
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 6.   Literature review research considering current or past projects of similar nature.

Client Responsibilities:
By participating in the program, we ask that you agree to the following:

	 •			Designate	a	primary	client	contact.

	 •			Provide	clear	instructions	for	and	expectations	of	the	students.

 

	 •			Provide	students	with	any	needed	information	on	an	agreed	upon	schedule.

	 •			Attend	meetings	with	students	as	needed,	including	one	meeting	with	the	instructor	in	attendance	

     during the week of July 13. 

	 •			Be	as	flexible	as	possible	with	your	schedule	to	accommodate	the	students’	scheduling	needs.	

	 •			Provide	the	necessary	materials,	instruction,	and	access	to	relevant	facilities	to	help	us	understand	

     the nature and scope of the project.

	 •			Be	honest	about	expectations	and	up	front	with	constructive	criticism.

	 •			Willingly	share	organization	information	with	the	students;	the	more	open	and	honest	you	are	the	

     better results you will receive.

	 •			Attend	final	presentation	to	class	and	instructor.

	 •			Complete	an	evaluation	of	the	project,	including	evaluation	of	processes;	deliverables	and	project	

     presentation (see attached form).

Consultant (student) Responsibilities

	 •			Designate	a	primary	student	contact	(Diogo	Reis).

	 •			Provide	client	deliverables	as	described	(in	both	paper	and	electronic	form).
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	 •			Present	findings	to	client	and	class	in	the	form	of	a	PowerPoint	presentation	(and	provide	the	

     client with the presentation in both paper and electronic form).

	 •			Be	honest	and	objective	in	our	research,	progress,	and	recommendations.

	 •			Provide	a	useful	final	product	that	will	be	of	use	to	the	client.

Agreement
By signing below, the following individuals agree to the terms of this contract:

Students:

__________________________________   ___________

        Date

__________________________________   ___________

        Date

__________________________________   ___________

        Date

Client:

__________________________________   ___________

        Date
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CLIENT PROPOSAL FOR CAPSTONE WORKSHOP: 
Projects in Public Affairs

Summer 2009

IRB Study #: 0606S88271

“The Humphrey Institute equips students to grapple with public problems and design, implement, and 

manage solutions for the common good.”

The Capstone Workshop is focused on the application of public policy to advance the public interest and the 

common	good.		Students	will	develop	recommendations	for	policy	or	institutional	change	which	must	flow	

from	an	inter-disciplinary	understanding	of	issues	on	which	the	workshop	is	focused.

Proposal Submitted To:   

Gary DeCramer      Tom Walkington

Master of Public Affairs Program     Master of Public Affairs Program

Humphrey Institute of Public Affairs     Humphrey Institute of Public Affairs

gdecramer@umn.edu                                                   Walki004@umn.edu

Client:  Hennepin County Environmental Services Department

Client contact:  Carl Michaud, Director

Project name:   Planning & Zoning Ordinances to Support a District Energy System

Project Description:  The County is evaluating the feasibility of using the energy from the Hennepin 

‘’Energy Recovery Center (HERC) to create a district energy system in the North Loop neighborhood just 

NW of downtown Minneapolis.  The district energy system would supply steam and/or hot water to heat 
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commercial	and	multi-story	residential	buildings	in	the	neighborhood.		There	is	also	the	potential	to	supply	

chilled water to cool these buildings in the summer using the energy from HERC to create the chilled water.  

A	district	energy	system	offers	many	benefits	over	standalone	heating	and	cooling	plants	at	individual	

buildings	including	energy	efficiency,	reliability,	lower	life-cycle	costs,	and	reduced	maintenance.

Research question/Issue to be examined:  What are the planning and zoning requirements necessary in 

the North Loop neighborhood to support a district energy system?  A district energy system is economically 

feasible	if	most	buildings	are	at	least	4	stories	in	height.		How	can	the	city	through	its	planning	and	zoning	

regulations support a district energy system without adversely affecting the future growth and development 

of	the	North	Loop	neighborhood?		How	can	these	ordinances	be	structured	to	reflect	and	incorporate	the	

ideas and concepts supported by the 2010 Partners Group.

Proposed deliverables:

A.		A	report	that	would	recommend	new	planning	and	zoning	ordinances	or	modifications	to	existing	

ordinances that support the construction and operation of a district energy system in the north loop 

neighborhood.  

Assumptions:

A.  The County is responsible for providing the energy.
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THE MINNEAPOLIS NORTH LOOP
An analysis of redevelopment opportunities and challenges
confronting potential expansion of a district energy system

Zachary Bikus
Diogo Reis

Matthew Swenson
PA 8081 Capstone Workshop 

Projects in Public Affairs
August 6, 2009

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

Project Description

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

 •   The Project Proposal

 •   Organizational Background

 •   Understanding Cogeneration



Building the HERC

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

SITE SELECTED

CONTAMINATION CLEANED UP

CONSTRUCTION 1986-1989

COST: $160 MILLION

NO LANDSCAPE IMPROVEMENTS 
MADE TO EAST SIDE

HERC PURCHASED BY 
HENNEPIN COUNTY IN 2003

          Source: Hennepin County, 2009

Understanding Cogeneration

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: Hennepin County, 2009
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Energy Efficiency

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: Osaka Gas Company

Literature Review

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

 •   Dyrelund

 •   Seattle City Council

 •   Igor Bashmakov
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Theoretical Framework
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 •   Wai-chung Lai
  Pigovian welfare economic theories of market failure
  Externalities
  Free Riders

 •   Planning & Zoning As Instruments 
     of Social & Economic Good
  Anticipating/understanding	the	market-induced		
  externalities
  Compensating/adjusting for those externalities

 •   Planners as Instruments of Power
  Change agents with tools of influence at their 
  disposal

Small Area Plan

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA
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North Loop Neighborhood

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

 •   National Register of Historic Places

 •   Downtown East/North Loop Master Plan

 •   Lower North Loop

   Market Analysis

   Public Buildings

 

North Loop Neighborhood

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: City of Minneapolis, 2009
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North Loop Historic District

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: City of Minneapolis, 2009

 

North Loop Neighborhood

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: City of Minneapolis, 2009
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Who Owns the Lower North Loop?

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

          Source: Bridging the Gap, Hall, 2009

Recommendations

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA

 •   Public Relations

 •   National Register of Historic Places

 •   Public Buildings in North Loop

 •   Multimodal Station

 •   Bury Pipes in Low-Impact Areas
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Business Plan Development
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 •   Chicago Public Relations Model
   Rapid growth over 2 years
   Now one of the largest district energy systems

 •   Understanding Customer Needs

 •   Focus on Consistent Themes That 
     Emphasize Added Value
   Easier Operations
   Flexibility
   Reliability
   Redundancy
   Proven Technology

 •   Integrating Marketing & Construction

National Register of Historic Places

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS

    UNIVERSITY OF MINNESOTA
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Multimodal Station From 5th Street

         HUBERT H .  HUMPHREY        INST ITUTE OF  PUBLIC  AFFAIRS
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          Source: Hennepin County Intermodal Report, 2009

Low Impact Pipe Burial
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Questions
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          Source: Hennepin County, 2009
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