CITY OF

City of Grand Forks
GRANDFORKS
Grand Forks, ND, 58201

N

January 07, 2021
Subject: Proposed Redevelopments Requesting Political Subdivision Tax Incentives

To:  Grand Forks County Commissioners
Grand Forks School Board Members

Greetings County Commissioners and School Board Members,

In preparation of the upcoming vote on the four proposed developments projects, we
would like to express our excitement and thoughts regarding the necessity of the County
and School Board’s participation.

The current taxable value on the combined four sites is $5,016,600 and total property tax
revenue generated from that value split amongst our political subdivisions equals
$75,249/yr. If we do not approve these projects, the taxable value will remain the same or
likely decrease as evidenced by the examples below. All of these projects have been
reviewed by third party consultants, Baker Tilly, to insure independent verification of the
financial details and a recommendation on the level and type of tax incentive that should
be offered. Baker Tilly's concluded that these projects will require a tax incentive
partnership from local political subdivisions to be completed.

The City generally does not support incentives on green-field development unless we are
competing for a major employer such as a JR Simplot. Green-field developments are less
expensive for developers to start, but require substantial City and other related
infrastructure development. In order for infill redevelopment projects to start, they
generally require significant investments in tear down and demolition. Tax incentives are a
way to make infill development projects more competitive with green-field projects and
without waiting decades for blighted properties to continue to decline.

The benefits are listed below:

1. Animmediate increase in taxable value based on a percentage of the improved
increment.




2. Alarge increase in taxable value at the end of the incentive term that would not
have existed without the incentive moving the project forward.

3. Anincrease in value to the property’s in the vicinity of the redevelopment.
4. Construction jobs created in the community for local contractors and employees.

5. Redevelopment of properties to meet the needs of the current and future economy,
and workforce.

The City of Grand Forks Assessor Paul Houdek has compiled data with conservative
projections on the property value and tax revenue that will be created from these projects.
We have taken the most relevant data points, but attached the entire data set.

The near term yearly tax revenue will go from $75,249 to $223,986 for an incremental
increase of $148,737

The yearly estimated tax revenue will grow to $1,593,750 once the TIF period ends

Keep in mind that the Memorial Village complex currently has a taxable value of zero (owned by
a state entity in UND) and will enter the tax rolls as a result of this public/private partnership.

There has been considerable discussion regarding the lack of growth in our mill value with
all the residential and commercial growth over the past 10 years. That growth has been
stymied by depreciation from properties that were not redeveloped and a lack of
aggressive future looking policies. Below are a few examples:

2010 value 2020 value Appreciation Percentage Change

Columbia Mall $ 28,963,700 $ 11,300,000 $-17,663,700 -61%
Sears $5973,000 $3,896300 $-2,076,700 -35%
Macy's $5,506,500 $4,099,200 $-1,407,300 -26%

GF Inn and Suites $ 5,044,200 $ 1,616,100 $-3,428,100 -68%
Townhouse (Beacon) $ 2,748,800 $ 2,309,400 $-439,400 -16%

Total $ -25,015,200

This is an example of what can and will continue to happen if we aren‘t willing to partner in
redevelopment projects. Thank you for your commitment to the future of Grand Forks and



making decisions today that will benefit our county, city and most importantly our schools
long into the future.

R full il
espectfu / w—«-{; ~_
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Brandon Bochenski Dana Sande
Mayor of Grand Forks City Council President

Attachments:  Assessing Department Overview of Tax Incentive Projects
Renaissance Zone Update and Tax Incentive PowerPoint
Project Tax Incentive Letters (dated December 22, 2020) and associated City of
Grand Forks staff reports (dated December 21, 2020)
Baker Tilly Memoranda - Third Party Project Financial Overviews

cc Grand Forks City Council
Todd Feland, City Administrator
Paul Houdek, City Assessor



CURRENT TAX REVENUE OF PROPOSED TIF PROJECTS FOR THE 2020 TAX YEAR

ESTIMATED 100% cy COUNTY  SCHOOL PARK TOTAL
2020 ESTIMATED VALUE AS TIF % SHARE SHARE SHARE SHARE CURRENT
PROJECT: VALUE COST AS COMPLETE VALUE TAXABLE OF TAX OF TAX OF TAX OF TAX TAXES
The Beacon $2,309,400 ] S0 o] 100% $10,739 $8,660 $11,085 $4,157 534,641
IMemorial Village $0 S0 S0 S0 0% 50 $0 S0 S0 $0
St John's Block $1,720,300 i) S0 ] 100% $7,999 $6,451 $8,257 $3,097 $25,805
IiLyon's $986,900 S0 S0 S0 100% $4,589 $3,701 $4,737 $1,776 $14,804
2020 Total tax $5,016,600 S0 S0 S0 100% $23,327 $18,812 $24,080 $9,030 $75,249
ESTIMATED TAX REVENUE OF PROPOSED TIF PROJECTS
ESTIMATED 100% CiTY COUNTY SCHOOL PARK TOTAL YEAR
2020 ESTIMATED VALUE AS TIF % SHARE SHARE SHARE SHARE TAX WITH #21
PROJECT: VALUE COST AS COMPLETE VALUE TAXABLE OF TAX OF TAX OF TAX OF TAX TIF EX EST. TAXES
The Beacon $2,309,400 $50,000,000 $37,000,000 $34,690,600 20% $32,262 $26,018 $33,303 $12,489 $104,072 $681,720
IMemorial Village $0 $31,500,000 $24,500,000 $24,500,000 10% $11,393 $9,188 $11,760 $4,410 $36,750 $451,409
St John's Block $1,723,300 $7,800,000 $7,000,000 $5,276,700 10% $2,454 $1,979 $2,533 $950 $7,915 $128,974
flyon's $986,900 $27,300,000 $18,000,000 $17,013,100 0 o] SO S0 SO S0 $331,647
Total new tax on increment $5,019,600 $116,600,000 $86,500,000 $81,480,400 $46,108 $37,184 $47,596 $17,848 $148,737 $1,593,750
Total taxes collected with project in place $69,436  $55,996  $71,675  $26,878 $223,986




FINANCE AND

ADMINISTRATIVE SERVICES
255 N, 4th St Ty oF (701) 746-2620

PO Box 5200 _
Grand Forks, ND 58206-5200 GRAND FORK Faxi# (701) 787-3740

]

December 22, 2020

Amber Flynn, President Cynthia Pic, Chair

Grand Forks School Board Grand Forks County Commission
Grand Forks Public Schools Grand Forks County

P.O. Box 6000 P.O. Box 5726

Grand Forks, ND 58206-6000 Grand Forks, ND 58206-5726

Tim Skarperud, President
Grand Forks Park Board
Grand Forks Park District
P.O. Box 12429

Grand Forks, ND 58208-2429

Dear Ms. Flynn, Ms. Pic, and Mr. Skarperud,

This is to notify you that the City of Grand Forks has received an application from Epic
Holdings II, dba The Beacon by EPIC, for a Tax Increment Financing in the form of a
recommendation to capture 80 percent of the available tax increment revenues over a 15-
25 year period to repay debt service on the City Tax Increment Financing (TIF) Revenue
Bonds that would be issued to finance the public plaza improvements, located at 710 N
1* Avenue, Grand Forks, ND.

The Grand Forks City Council has scheduled a public hearing on the application for
Monday, February 1, 2021 at 5:30 p.m. in the Grand Forks Council Chambers in City
Hall, to hear any comments or testimony in favor of or in opposition to the granting of the
tax incentive. Copy of the approved staff report setting the public hearing and providing
project information is attached.

ND CC 40-05-24 states in part that you are required within thirty days from receipt of
this letter, to notify the City, in writing, whether the County or School District elects to
participate in granting the tax incentive on the County or School District portion of tax
levied on the property. If the County or School District elects to not participate, you must
include within your letter an explanation of any reason for which the entity elected not to
participate and whether the County or School District is willing to negotiate the terms of
the property tax incentive with the City.

If the City does not receive a response from an affected County or School District within
thirty days of delivery of the letter, the County and School District must be treated as
participating in the property tax incentive.



While the Park Board does not have the same legal duty as the County or School District,
the City feels it appropriate to notify the Park Board of the proposed project.

Should you have any questions, please contact my office.

Sincerely,

WMMWM

Maureen Storstad
City Auditor

sil

enclosure

cc: Todd Feland, City Administrator
Paul Houdek, City Assessor
Ryan Brooks, Interim City Planner
Debbie Nelson, Grand Forks County Auditor
Tom Ford, Grand Forks County Administrator
Bill Palmiscno, Executive Director, Grand Forks Park District
Terry Brenner, Superintendent, Grand Forks Public Schools



m APPROVED & ACCEPTED
ervo : by City Council
City of Grand Forks ) /)[M Lof

RAN Staff Report 12/21/2020 Maureen Storstad

Fo s City Auditor
@ Committee of the Whole — December 14, 2020

City Council — December 21, 2020

Agenda Item: The Beacon by EPIC Redevelopment Project Tax Incentive

Submitted by: Todd Feland, City Administrator

Staff Recommended Action: Set the City Council Public Hearing for February 1, 2021.
Preliminary recommendation is to capture 80 percent of the available tax increment revenues over
a 15-25 year period to repay debt service on the City Tax Increment Financing (TIF) revenue bonds
that would be issued to finance the public plaza improvements.

December 14, 2020 — Committee Recommended Action: Motion by Weigel second by Vein, to refer to
City Council with a recommendation to approve.
Motion carried unanimously.

December 21, 2020 — Council Action: Motion by Kvamme, second by Weigel, to approve the recommendation.
Motion carried unanimously.

BACKGROUND:

The proposed Beacon by EPIC redevelopment project was submitted by EPIC Companies and is
proposed as a major mixed use redevelopment with a public plaza at the site of the existing Townhouse
Hotel and surrounding properties at 710 North 1% Avenue. The concept and idea is to activate a new
community and downtown space with new living and commercial opportunities. Part of the plan includes
enhanced parking in the area, a community plaza with an associated programming, financial, and
organizational plan, and broadening and connecting to the existing downtown and beyond. The primary
partners include the Developer - EPIC Companies and Dakota Commercial, Architectural Manager —
EPIC Companies, and Construction Manager — Community Contractors. The proposed plan calls for the
demolition of the Townhouse Hotel in the spring of 2021 with the phased construction start of the first
mixed use building in the spring/summer of 2021. The proposed and phased mixed use redevelopment
project will eventually include three, seven story mixed use buildings that will surround a 40,000 square
feet public plaza amenity. The mixed use development buildings are currently proposed as apartments,
condominiums, commercial space, underground parking, and connective features with the broader
downtown area. The public plaza is an estimated $7-9 million public amenity that is proposed to have
various community programming and events.

The 2020 assessed value of the Townhouse Hotel and surrounding property is approximately $2.3 million
and the estimated construction cost of the completed Beacon by Epic project development is
approximately $50 million. The estimated taxable value of the completed Beacon by EPIC development
is approximately $35 million, which provides a total TIF value of approximately $32.7 million. The
developer is requesting the consideration of a TIF bond and/or exemption for a greater than five (5) year
period of time. The community plaza will require an ongoing financial, programming, and management
plan to ensure the successful outcome of the community plaza as the development tax incentives are being
reviewed and recommended to community policy makers.

On October 19, 2020, the City Council approved The Beacon by EPIC tax incentive pre-application. In
the meantime, the applicant has submitted a full tax incentive application. The complete application has
been reviewed via Baker Tilly (formerly Springsted) for the required third party financial review and
analysis. The preliminary recommendation from Baker Tilly and the City administration is to capture 80



percent of the available tax increment revenues over a 15-25 year to repay debt service on the City TIF
revenue bonds that would be issued to finance the public plaza improvements.

On December 10, 2020, the Beacon by EPIC project was presented to the Local Government Advisory
Committee (LGAC), which consists of representatives of the four local taxing entities. City Council
President Dana Sande and City Council Vice President Jeannie Mock serve as the City’s LGAC
representatives. LGAC had a general consensus to move the project forward for final review and
approval. The City Council Public Hearing is planned to be held on Monday, February 1, 2021. Prior to
the City Council Public Hearing on February 1, 2021, the tax incentive request will be heard by the Grand
Forks County Commission and Grand Forks School Board, per North Dakota Century Code requirements.

ANALYSIS AND FINDINGS OF FACT:

o The pre-application is the first step to allow further financial review of a tax incentive request to
proceed.

o The third-party financial review takes into consideration appropriate financial industry standards and
expected rates of return and the like, which helps to depoliticize the decision-making process and
“right-size” the tax incentive structures. Baker Tilly performs this due diligence service for other
regional communities and has assisted the City in this process for other incentive projects.

e The timeline of the tax incentive process is approximately three months from beginning to end and
includes City Council Pre Application tax incentive approval; third party financial analysis; LGAC
review and recommendation; City Council preliminary recommendation and public hearing date
setting; Grand Forks County Commission, Grand Forks Public School Board, and City Council final
actions.

e The Beacon by EPIC project is in a Grand Forks Opportunity Zone as certified by the State of North
Dakota and United States Department of Treasury and the applicant may also propose to use this
Federal tax incentive on a portion of the project as a complement to the local tax incentive.

e The Beacon by EPIC project is in the Renaissance Zone and is eligible to use this state and local tax
incentive program.

e The Beacon by EPIC project meets and is aligned with the public purpose benefits requirements of
the use of tax increment financing to include:

o Achieving high quality redevelopment and private investment on sites, which would not be
redeveloped otherwise

o Removing slum/blight and/or rehabilitate a high visibility/high priority site

o Offsetting increased costs of infill development (e.g. demo, site remediation) over and above
the costs normally incurred in “greenfield” development

o Enbancing and diversifying City’s economic base

o Making meaningful contribution to the City’s tax base

o Retaining and/or increasing number and diversity of jobs that offer stable employment and/or
attractive wages and benefits

e The Beacon by EPIC project meets and is aligned with Downtown Action Plan’s Principles:

o Identify priorities and strategic opportunities to encourage appropriate development, improve
underutilized spaces, and activate civic assets to their highest and best use.

o Identify best practices for continued efforts to make downtown Grand Forks a more livable,
walkable, and thriving urban center.

o Drive investment to Grand Forks, and maximize return on both public and private sector
investments.

o Integrate and synchronize the aesthetics and amenities of anticipated public and private sector
projects.

o Develop high impact action steps that provide an ongoing roadmap to the future.

o Encourage broad public engagement and support throughout the community

e The Beacon by EPIC project meets and is aligned with the Downtown Action Plan’s Big Ideas:
o Create bold public spaces.
o Animate street life downtown.



o Improve access to and around downtown.

o Spur development in key emerging areas.

o Mobilize the right community policies, partners, and resources to improve downtown.
The Beacon by EPIC meets and is aligned with the Demers Avenue experiences and themes of the
“The Arrival™

o The Arrival — 6™ Street.

o Lifestyle — 5™ Street.

o Learning + Creativity — 4™ Street.

o Attractions — 3 Street.

o Nature and Health — Greenway and Red River
The Public Plaza is aligned with the Town Square renewal strategy:

o Activated — e.g. interactive water feature, open lawn/ice rink, performance stage, play area,

lighting.

o Programming — e.g. farmers market, festivals, concerts, performances, food trucks.

o Nightlife — day and night.

o In Season — 300+ days.
As an infill development project, the Beacon by EPIC does not require significant City infrastructure
development and investment.
Preliminary recommendation is to consider capturing 80 percent of the available tax increment
revenues over a 15-25 year period to repay debt service on the City TIF bond that would be issued to
finance the public plaza improvements. The City TIF bond is estimated to support the debt service of
an approximate $7 million public plaza improvement project.

The estimated available 20 percent tax increment provides for an additional $98,072 in additional
local taxable value.

SUPPORT MATERIALS:

City of Grand Forks Staff Report Tax Incentive Pre-Application from Epic Holdings II of October 19,
2020

The Beacon by EPIC Power Point Presentation

Tax Incentive Update and Timeline

Draft Memo for Review — Summary Financial Review of Development Requests for Public Financial
Assistance through Tax Incentives and TIF Funding dated December 9, 2020

Memo for Review — The Beacon EPIC Companies Development Proposal: Project Review of
Developer Request for Tax Increment Financing dated December 9, 2020



Tax Incentive Update (2020)

The following is a proposed schedule for the four tax incentive requests that are coming
forward in the City of Grand Forks. These projects are all at the Baker Tilly analysis phase. The
following is intended to provide a proposed timeline beyond the LGAC meeting currently being
scheduled for the Week of December 7, 2020.

The Projects

St. Johns Block and Annex Renovation — Mixed use commercial and residential
renovation and reinvestment of approximately $7-8 million and development lead is
Mike Kuntz;

Beacon Development (Townhouse Hotel site) — Mixed use commercial, residential, and
public event space development of approximately $50 million and development lead is
Todd Berning and EPIC Development;

Lyons Auto Site Development — Mixed use commercial and residential development of
approximately $20-25 million and the development lead is Jon Miskavige of Northridge
Memorial Village Development (UND Memorial Stadium site) — Mixed use commercial
and residential development that includes the UND Athletics Office and Auxiliary
Services of approximately $24 million and the development lead is Steve Burian.

Proposed Timeline

City Council reviews Project pre-application, invites full application
City receives complete application, submits to Baker Tilly for review
Baker Tilly analysis received, City staff prepares report, schedules LGAC

Week - Dec 7 LGAC reviews Application request, makes recommendation

12/14/20 COW hears LGAC recommendation

12/21/20 City Council makes prelim TIF recommendation, sets public hearing date (2/1/21)
12/22/20 City sends certified letter to county, school district

Jan 2021 School Board hears LGAC/Council recommendation

Jan 2021 Park Board hears LGAC/Council recommendation

Jan 2021 County Commission hears LGAC/Council recommendation

1/26/21 Deadline for School Dist, County to notify City that they will not participate
2/1/21 City Council holds public hearing, approves TIF
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December 22, 2020

Amber Flynn, President Cynthia Pic, Chair

Grand Forks School Board Grand Forks County Commission
Grand Forks Public Schools Grand Forks County

P.O. Box 6000 P.O. Box 5726

Grand Forks, ND 58206-6000 Grand Forks, ND 58206-5726

Tim Skarperud, President
Grand Forks Park Board
Grand Forks Park District
P.O. Box 12429

Grand Forks, ND 58208-2429

Dear Ms. Flynn, Ms. Pic, and Mr. Skarperud,

This is to notify you that the City of Grand Forks has received an application from
Memorial Village, LLC, dba Memorial Village, for a Tax Increment Financing in the
form of a 90 percent, 20 year property tax exemption as a Payment in Lieu of Taxes
(PILOT) that would remove the existing Memorial Stadium, located at 2623 2™ Ave N,
which is nearly a century old, has outlived its useful life, has major structural
deficiencies, and is no longer occupied or utilized and construct a five story building,
with the first floor being the new home of UND Athletics and the upper four floors being
market rate apartments. The development also includes underground parking and a
walkway connection to the High Performance Center.

The Grand Forks City Council has scheduled a public hearing on the application for
Monday, February 1, 2021 at 5:30 p.m. in the Grand Forks Council Chambers in City
Hall, to hear any comments or testimony in favor of or in opposition to the granting of the
tax incentive. Copy of the approved staff report setting the public hearing and providing
project information is attached.

ND CC 40-05-24 states in part that you are required within thirty days from receipt of
this letter, to notify the City, in writing, whether the County or School District elects to
participate in granting the tax incentive on the County or School District portion of tax
levied on the property. If the County or School District elects to not participate, you must
include within your letter an explanation of any reason for which the entity elected not to
participate and whether the County or School District is willing to negotiate the terms of
the property tax incentive with the City.



If the City does not receive a response from an affected County or School District within
thirty days of delivery of the letter, the County and School District must be treated as
participating in the property tax incentive.

While the Park Board does not have the same legal duty as the County or School District,
the City feels it appropriate to notify the Park Board of the proposed project.

Should you have any questions, please contact my office.

Sincerely,

Wossansinotd

Maureen Storstad
City Auditor

sli

enclosure

cc: Todd Feland, City Administrator
Paul Houdek, City Assessor
Ryan Brooks, Interim City Planner
Debbie Nelson, Grand Forks County Auditor
Tom Ford, Grand Forks County Administrator
Bill Palmiscno, Executive Director, Grand Forks Park District
Terry Brenner, Superintendent, Grand Forks Public Schools



m APPROVED & ACCEPTED

. by City Council
P City of Grand Forks M il /;  ricd
GRAND Staff RCpOI’t 12/21/2020 Maureen Storstad
FORKS City Auditor

N Committee of the Whole — December 14, 2020
City Council — December 21, 2020

Agenda Item: Memorial Village Redevelopment Project Tax incentive

Submitted by: Todd Feland, City Administrator

Staff Recommended Action: Set the City Council Public Hearing for February 1, 2021. Preliminary
recommendation is to provide a 90 percent, 20 year property tax exemption as a Payment In Lieu of
Taxes (PILOT).

December 14, 2020 — Committee Recommended Action: Motion by Weigel second by Vein, to refer to
City Council with a recommendation to approve.
Motion carried unanimously.

December 21, 2020 — Council Action: Motion by Kvamme, second by Weigel, to approve the recommendation.
Motion carried unanimously.

BACKGROUND:

The proposed Memorial Village redevelopment project was submitted by Mr. Steve Burian of Burian &
Associates, LLC and is proposed as a significant mixed use redevelopment investment of a five (5) story
building, underground parking, and walkway connection to replace the existing Memorial Stadium. The
Memorial Village redevelopment project is proposed as a Public (UND, City/Park District, School
District, and County) Private Partnership (P3). The concept and idea is to preserve the historic character
of the Memorial Stadium and enhance the Columbia Road entrance to UND, increase the attractiveness
and student enrollment of UND, support the academic, athletic, and business goals of UND and its
Athletics Department, and strengthen the Grand Forks and UND community partnership. The first floor
will serve as the new home of UND Athletics with a Hawkway connection to the existing and future
expanded UND High Performance Center. The remaining four floors (floors two through five) are market
rent apartments. The private development partners include Mike Kuntz of ICON Architectural Group,
Steve Burian of Burian & Associates, LLC, and Craig Tweten of Community Contractors. The proposed
plan calls for the demolition of the Memorial Stadium with construction to start in the spring of 2021.

The property is currently not taxable as it is UND property. With the P3 and Memorial Village
redevelopment project concept, the development will be taxable, except for the UND Athletics
condominium. The Memorial Village project has an estimated $31.5 million construction cost. The
estimated taxable value of the completed Memorial Village development is approximately $21 million,
which provides a total TIF value of approximately $21 million. The developer is requesting the
consideration of a tax incentive exemption for a greater than five (5) year period of time and up to 20
years and 100 percent. The Memorial Village is a strategic partnership opportunity that will redevelop a
needed structure, provide a more competitive strategy for UND Athletics, and provide for a more
attractive and competitive UND campus, which will help drive enrollment growth.

On October 19, 2020, the City Council approved the Memorial Village tax incentive pre-application. In
the meantime, the applicant has submitted a full tax incentive application. The complete application has
been reviewed via Baker Tilly (formerly Springsted) for the required third party financial review and
analysis. The preliminary recommendation from Baker Tilly and the City administration is to provide a
90 percent, 20 year property tax exemption as a Payment In Lieu of Taxes (PILOT).



On December 10, 2020, the Memorial Village project was presented to the Local Government Advisory
Committee (LGAC), which consists of representatives of the four local taxing entities. City Council
President Dana Sande and City Council Vice President Jeannie Mock serve as the City’s LGAC
representatives. LGAC had a general consensus to move the project forward for final review and
approval. The City Council Public Hearing is planned to be held on Monday, February 1, 2021. Prior to
the City Council Public Hearing on February 1, 2021, the tax incentive request will be heard by the Grand
Forks County Commission and Grand Forks School Board, per North Dakota Century Code requirements.

ANALYSIS AND FINDINGS OF FACT:

The pre-application is the first step to allow further financial review of a tax incentive request to
proceed.
The third-party financial review takes into consideration appropriate financial industry standards and
expected rates of return and the like, which helps to depoliticize the decision-making process and
“right-size” the tax incentive structures. Baker Tilly performs this due diligence service for other
regional communities and has assisted the City in this process for other incentive projects.
The timeline of the tax incentive process is approximately three months from beginning to end and
includes City Council Pre Application tax incentive approval; third party financial analysis; LGAC
review and recommendation; City Council preliminary recommendation and public hearing date
setting; Grand Forks County Commission, Grand Forks Public School Board, and City Council final
actions.
The Memorial Village project meets and is aligned with the public purpose benefits requirements of
the use of tax increment financing to include:
o Achieving high quality redevelopment and private investment on sites, which would not be
redeveloped otherwise
o Removing slum/blight and/or rehabilitate a high visibility/high priority site
o Offsetting increased costs of infill development (e.g. demo, site remediation) over and above
the costs normally incurred in “greenfield” development
o Enhancing and diversifying City’s economic base
o Making meaningful contribution to the City’s tax base
o Retaining and/or increasing number and diversity of jobs that offer stable employment and/or
attractive wages and benefits
The Memorial Village project meets the One UND Strategic Plan - Goal-3 Enrollment and Action
Item: Progressively upgrade campus facilities and ambience — “a more vibrant and active campus is
good for UND and the surrounding communities.
The related UND Housing Strategic Goal is to invest $150 million in P3 to improve and right size
UND’s traditional student housing assets and work with local private developers to provide additional
high-quality housing,
The related UND Athletics Strategic Goal is to finish the High Performance Center to enhance its
utilization and leveraging existing athletic budget to “right size” its operation through a P3.
As an infill development project, the Memorial Village does not require significant City infrastructure
development and investment.
Preliminary recommendation is to provide a 90 percent, 20 year property tax exemption as a PILOT.

The estimated available 10 percent tax increment provides for an additional $31,500 in additional
local taxable value.

SUPPORT MATERIALS:

City of Grand Forks Staff Report Tax Incentive Pre-Application from Memorial Village, LLC of
October 19, 2020

Memorial Village, LLC Power Point Presentation

Tax Incentive Update and Timeline



Draft Memo for Review — Summary Financial Review of Development Requests for Public Financial
Assistance through Tax Incentives and TIF Funding dated December 9, 2020

Memo for Review — Memorial Stadium Project Review of Developer Request for Tax Increment
Financing dated December 9, 2020



Tax Incentive Update (2020)

The following is a proposed schedule for the four tax incentive requests that are coming
forward in the City of Grand Forks. These projects are all at the Baker Tilly analysis phase. The
following is intended to provide a proposed timeline beyond the LGAC meeting currently being
scheduled for the Week of December 7, 2020.

The Projects

St. Johns Block and Annex Renovation — Mixed use commercial and residential
renovation and reinvestment of approximately $7-8 million and development lead is
Mike Kuntz;

Beacon Development (Townhouse Hotel site) — Mixed use commercial, residential, and
public event space development of approximately $50 million and development lead is
Todd Berning and EPIC Development;

Lyons Auto Site Development — Mixed use commercial and residential development of
approximately $20-25 million and the development lead is Jon Miskavige of Northridge
Memorial Village Development (UND Memorial Stadium site) — Mixed use commercial
and residential development that includes the UND Athletics Office and Auxiliary
Services of approximately $24 million and the development lead is Steve Burian.

Proposed Timeline

City Council reviews Project pre-application, invites full application
City receives complete application, submits to Baker Tilly for review
Baker Tilly analysis received, City staff prepares report, schedules LGAC

Week - Dec 7 LGAC reviews Application request, makes recommendation

12/14/20 COW hears LGAC recommendation

12/21/20 City Council makes prelim TIF recommendation, sets public hearing date (2/1/21)
12/22/20 City sends certified letter to county, school district

Jan 2021 School Board hears LGAC/Council recommendation

Jan 2021 Park Board hears LGAC/Council recommendation

Jan 2021 County Commission hears LGAC/Council recommendation

1/26/21 Deadline for School Dist, County to notify City that they will not participate
2/1/21 City Council holds public hearing, approves TIF
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December 22, 2020

Amber Flynn, President Cynthia Pic, Chair

Grand Forks School Board Grand Forks County Commission
Grand Forks Public Schools Grand Forks County

P.O. Box 6000 P.O. Box 5726

Grand Forks, ND 58206-6000 Grand Forks, ND 58206-5726

Tim Skarperud, President
Grand Forks Park Board
Grand Forks Park District
P.O. Box 12429

Grand Forks, ND 58208-2429

Dear Ms. Flynn, Ms. Pic, and Mr. Skarperud,

This is to notify you that the City of Grand Forks has received an application from
Northridge Construction, dba Lyon’s Auto Redevelopment, for a Tax Increment
Financing in the form of a 100 percent, 20 year property tax exemption as a Payment in
Lieu of Taxes (PILOT) that would redevelop the property into a new mixed-use project
consisting of commercial and 106 apartments with associated parking, located at 210,
214, 220 and 224 North 4" Street, Grand Forks, ND.

The Grand Forks City Council has scheduled a public hearing on the application for
Monday, February 1, 2021 at 5:30 p.m. in the Grand Forks Council Chambers in City
Hall, to hear any comments or testimony in favor of or in opposition to the granting of the
tax incentive. Copy of the approved staff report setting the public hearing and providing
project information is attached.

ND CC 40-05-24 states in part that you are required within thirty days from receipt of
this letter, to notify the City, in writing, whether the County or School District elects to
participate in granting the tax incentive on the County or School District portion of tax
levied on the property. If the County or School District elects to not participate, you must
include within your letter an explanation of any reason for which the entity elected not to
participate and whether the County or School District is willing to negotiate the terms of
the property tax incentive with the City.

If the City does not receive a response from an affected County or School District within
thirty days of delivery of the letter, the County and School District must be treated as
participating in the property tax incentive.



While the Park Board does not have the same legal duty as the County or School District,
the City feels it appropriate to notify the Park Board of the proposed project.

Should you have any questions, please contact my office.

Sincerely,

Maureen Storstad
City Auditor
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enclosure

cc: Todd Feland, City Administrator
Paul Houdek, City Assessor
Ryan Brooks, Interim City Planner
Debbie Nelson, Grand Forks County Auditor
Tom Ford, Grand Forks County Administrator
Bill Palmiscno, Executive Director, Grand Forks Park District
Terry Brenner, Superintendent, Grand Forks Public Schools
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Staff Report City Auditor
Agenda Item: Lyon’s Auto Redevelopment Project Tax Incentive

Submitted by: Todd Feland, City Administrator

Staff Recommended Action: Set the City Council Public Hearing for February 1, 2021.
Preliminary recommendation is to provide a 100 percent, 20 year property tax exemption as a
Payment in Lieu of Taxes (PILOT).

December 14, 2020 — Committee Recommended Action: Motion by Weigel second by Vein, to refer to
City Council with a recommendation to approve.
Motion carried unanimously.

December 21, 2020 — Council Action: \Motion by Kvamme, second by Weigel, to approve the recommendation.
Motion carried unanimously.

BACKGROUND:

The City of Grand Forks has received an application for financial assistance through Tax Increment
Financing (TIF) to assist with financing a portion of the development costs related to the demolition of
existing buildings and subsequent construction of a new mixed-use project. Northridge is a Grand Forks
based company that owns the former Lyons Auto and adjacent property along University Avenue with the
intent of redeveloping the property into a Mixed-Use Commercial and Apartments with accompanied
parking. The proposed mixed-use development consists of the following addresses; 210, 214, 220, 224
North 4th Street. Currently, these parcels have commercial buildings located on them: Lyons Auto’s at
210/214 and mixed-use buildings at 220/224. In addition, Northridge has proposed purchasing the
adjacent parking lot located at 202 North 4th Street from the City. Northridge proposes to redevelop the
existing land to accommodate a mixed-use building consisting of an underground parking garage, 1st
floor covered parking and commercial space consisting of + 28,000 ft2 of retail/office space, 2nd-5th
floor consisting of 106 apartment units as well as indoor and outdoor amenity spaces.

For the redevelopment to be successful, this project will require demolition of the existing structures.
Northridge has reviewed the ability to utilize the existing structures internally and through a third-party
structural consultant but found this would not be possible. In addition to the demolition, Northridge will
need to work through design issues of the existing utility infrastructure and paving in the alley to ensure
the redevelopment project meets all code requirements. The at grade and underground parking will be
accessed along University Avenue. A portion of the at grade parking could be leased back to the City due
to the sale of the parking lot at 202 North 4th Street. The underground parking will be accessible from a
ramp inside the at grade parking and will be made available for tenants. The commercial space on first
floor will have a variety of businesses that range from health & wellness, restaurants and/or coffee shops,
professional services, and office space split between two levels. Northridge intends on leasing space for
their office. The square footage allocations for each of these different spaces are not finalized at this time.

The remaining upper floors will consist of 106 apartment units. Additional amenity spaces will be
provided as well — such as an outdoor amenity deck and club room. The unit mix will consist of studios,

one bedroom, and two-bedroom units. The units will be leased at market rate.

The 2020 assessed value of the existing properties is approximately $986,900 and the estimated



construction cost of the completed Lyon’s Auto project development is approximately $27.3 million. The
estimated taxable value of the completed Lyon’s development is approximately $18 million, which
provides a total TIF value of approximately $17 million. The developer is requesting the consideration of
a TIF exemption for a greater than five (5) year period of time and 20 years at 100 percent exemption due
to project cash flow performance for the full term. This is based on multiple variables to include
increased commercial space, major redevelopment efforts, and maximizing the density of the site.

On December 17, 2018, the City Council approved the Lyon’s Auto Redevelopment tax incentive pre-
application. In the meantime, the applicant has submitted a full tax incentive application. The complete
application has been reviewed via Baker Tilly (formerly Springsted) for the required third party financial
review and analysis. The preliminary recommendation from Baker Tilly and the City administration is to
provide a 100 percent, 20 year property tax exemption as a Payment In Lieu of Taxes (PILOT).

On December 10, 2020, the Lyon’s Auto Redevelopment project was presented to the Local Government
Advisory Committee (LGAC), which consists of representatives of the four local taxing entities. City
Council President Dana Sande and City Council Vice President Jeannie Mock serve as the City’s LGAC
representatives. LGAC had a general consensus to move the project forward for final review and
approval. The City Council Public Hearing is planned to be held on Monday, February 1, 2021. Prior to
the City Council Public Hearing on February 1, 2021, the tax incentive request will be heard by the Grand
Forks County Commission and Grand Forks School Board, per North Dakota Century Code requirements.

ANALYSIS AND FINDINGS OF FACT:

e The pre-application is the first step to allow further financial review of a tax incentive request to
proceed.

e The third-party financial review takes into consideration appropriate financial industry standards and
expected rates of return and the like, which helps to depoliticize the decision-making process and
“right-size” the tax incentive structures. Baker Tilly performs this due diligence service for other
regional communities and has assisted the City in this process for other incentive projects.

e The timeline of the tax incentive process is approximately three months from beginning to end and
includes City Council Pre Application tax incentive approval; third party financial analysis; LGAC
review and recommendation; City Council preliminary recommendation and public hearing date
setting; Grand Forks County Commission, Grand Forks Public School Board, and City Council final
actions.

e The Lyon’s Auto Redevelopment project is in a Grand Forks Opportunity Zone as certified by the
State of North Dakota and United States Department of Treasury and the applicant may also propose
to use this Federal tax incentive on a portion of the project as a complement to the local tax incentive.

e The Lyon’s Auto Redevelopment project is in the Renaissance Zone and is eligible to use this state
and local tax incentive program. '

¢ The Lyon’s Auto Redevelopment project meets and is aligned with the public purpose benefits
requirements of the use of tax increment financing to include:

o Achieving high quality redevelopment and private investment on sites, which would not be
redeveloped otherwise

o Removing slum/blight and/or rehabilitate a high visibility/high priority site

o Offsetting increased costs of infill development (e.g. demo, site remediation) over and above
the costs normally incurred in “greenfield” development

o Enhancing and diversifying City’s economic base

o Making meaningful contribution to the City’s tax base

o Retaining and/or increasing number and diversity of jobs that offer stable employment and/or
attractive wages and benefits

e The Lyon’s Auto Redevelopment project meets and is aligned with Downtown Action Plan’s
Principles:

o Identify priorities and strategic opportunities to encourage appropriate development, improve
underutilized spaces, and activate civic assets to their highest and best use.



o Identify best practices for continued efforts to make downtown Grand Forks a more livable,
walkable, and thriving urban center.
o Drive investment to Grand Forks, and maximize return on both public and private sector
investments.
o Integrate and synchronize the aesthetics and amenities of anticipated public and private sector
projects.
o Develop high impact action steps that provide an ongoing roadmap to the future.
o Encourage broad public engagement and support throughout the community
The Lyon’s Auto Redevelopment project meets and is aligned with the Downtown Action Plan’s Big
Ideas:
Create bold public spaces.
Animate street life downtown.
Improve access to and around downtown.
Spur development in key emerging areas.
o Mobilize the right community policies, partners, and resources to improve downtown.
The Lyon’s Auto Redevelopment project meets and is aligned with the Demers Avenue experiences
and themes of “Learning + Creativity”:
o The Arrival — 6" Street.
o Lifestyle - 5™ Street.
o Learning + Creativity — 4™ Street.
o Attractions — 3™ Street.
o Nature and Health — Greenway and Red River.
As an infill development project, the Beacon by EPIC does not require significant City infrastructure
development and investment.
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The project will require some adjacent alley way infrastructure reinvestment related to burying the
electrical lines and related alley way reconstruction. Xcel Energy will be another infrastructure
partner.,

The City/JDA will need to work out an acceptable partnership with the developer related to the Grand
Forks Herald building surface parking lot.

Preliminary recommendation is to provide a 100 percent, 20 year property tax exemption as a PILOT.
The current project requires a 100 percent and full term property tax exemption due to the increased
commercial space, major redevelopment efforts, and maximizing the site plan and density.

The Lyon’s Auto Redevelopment is strategic and key as part of the Grand Forks downtown
technology center and related Grand Forks Herald Building as a technology accelerator and
entrepreneurial location.

SUPPORT MATERIALS:

City of Grand Forks Staff Report Tax Incentive Pre-Application from Northridge Construction of
December 17, 2018

Lyon’s Auto Redevelopment Power Point Presentation

Tax Incentive Update and Timeline

Draft Memo for Review — Summary Financial Review of Development Requests for Public Financial
Assistance through Tax Incentives and TIF Funding dated December 9, 2020

Memo for Review — Lyon’s Auto Redevelopment Proposed Project Financial Review of Developer
Request for Tax Increment Financing dated December 9, 2020



Tax Incentive Update (2020)

The following is a proposed schedule for the four tax incentive requests that are coming
forward in the City of Grand Forks. These projects are all at the Baker Tilly analysis phase. The
following is intended to provide a proposed timeline beyond the LGAC meeting currently being
scheduled for the Week of December 7, 2020.

The Projects

St. Johns Block and Annex Renovation — Mixed use commercial and residential
renovation and reinvestment of approximately $7-8 million and development lead is
Mike Kuntz;

Beacon Development (Townhouse Hotel site) — Mixed use commercial, residential, and
public event space development of approximately $50 million and development lead is
Todd Berning and EPIC Development;

Lyons Auto Site Development — Mixed use commercial and residential development of
approximately $20-25 million and the development lead is Jon Miskavige of Northridge
Memorial Village Development (UND Memorial Stadium site) — Mixed use commercial
and residential development that includes the UND Athletics Office and Auxiliary
Services of approximately $24 million and the development lead is Steve Burian.

Proposed Timeline

City Council reviews Project pre-application, invites full application
City receives complete application, submits to Baker Tilly for review
Baker Tilly analysis received, City staff prepares report, schedules LGAC

Week - Dec 7 LGAC reviews Application request, makes recommendation

12/14/20 COW hears LGAC recommendation

12/21/20 City Council makes prelim TIF recommendation, sets public hearing date (2/1/21)
12/22/20 City sends certified letter to county, school district

Jan 2021 School Board hears LGAC/Council recommendation

Jan 2021 Park Board hears LGAC/Council recommendation

Jan 2021 County Commission hears LGAC/Council recommendation

1/26/21 Deadline for School Dist, County to notify City that they will not participate
2/1/21 City Council holds public hearing, approves TIF



255 N, 4th St,
PO Box 5200

Grand Forks, ND 58206-5200

CITY OF

FINANCE AND

ADMINISTRATIVE SERVICES

(701) 746-2620
Fax# (701) 787-3740
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GRAND FORKS

December 22, 2020

Cynthia Pic, Chair

Grand Forks County Commission
Grand Forks County

P.O. Box 5726

Grand Forks, ND 58206-5726

Amber Flynn, President
Grand Forks School Board
Grand Forks Public Schools
P.O. Box 6000

Grand Forks, ND 58206-6000

Tim Skarperud, President
Grand Forks Park Board
Grand Forks Park District
P.O. Box 12429

Grand Forks, ND 58208-2429

Dear Ms. Flynn, Ms. Pic, and Mr. Skarperud,

This is to notify you that the City of Grand Forks has received an application from Block
V LLC, dba St. John’s Block Building, for a Tax Increment Financing in the form of a
recommendation to capture 90 percent of the available tax increment revenues over a 15-
25 year period to repay debt service on a $900,000 Grand Forks Growth Fund loan at 15-
20 years at 2% interest that would be issued to finance the significant renovation of the
existing historic St. John’s Block Building and connected annex building, located at the
corner of DeMers and N 3™ St, Grand Forks, ND.

The Grand Forks City Council has scheduled a public hearing on the application for
Monday, February 1, 2021 at 5:30 p.m. in the Grand Forks Council Chambers in City
Hall, to hear any comments or testimony in favor of or in opposition to the granting of the
tax incentive. Copy of the approved staff report setting the public hearing and providing
project information is attached.

ND CC 40-05-24 states in part that you are required within thirty days from receipt of
this letter, to notify the City, in writing, whether the County or School District elects to
participate in granting the tax incentive on the County or School District portion of tax
levied on the property. If the County or School District elects to not participate, you must
include within your letter an explanation of any reason for which the entity elected not to
participate and whether the County or School District is willing to negotiate the terms of
the property tax incentive with the City.

If the City does not receive a response from an affected County or School District within
thirty days of delivery of the letter, the County and School District must be treated as
participating in the property tax incentive.




While the Park Board does not have the same legal duty as the County or School District,
the City feels it appropriate to notify the Park Board of the proposed project.

Should you have any questions, please contact my office.

Sincerely,

Maureen Storstad
City Auditor

sll

enclosure

cc: Todd Feland, City Administrator
Paul Houdek, City Assessor
Ryan Brooks, Interim City Planner
Debbie Nelson, Grand Forks County Auditor
Tom Ford, Grand Forks County Administrator
Bill Palmiscno, Executive Director, Grand Forks Park District
Terry Brenner, Superintendent, Grand Forks Public Schools
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Agenda Item: Block V LLC Tax Increment Financing (TIF) Application

Submitted by: Todd Feland, City Administrator

Staff Recommended Action: Set the City Council Public Hearing for February 1, 2021.
Preliminary recommendation is to capture 90 percent of the available tax increment revenues over
a 15-20 year period to repay the debt service of $900,000 on a Grand Forks Growth Fund loan at
15-20 years at 2 percent interest.

December 14, 2020 — Committee Recommended Action: Motion by Weigel second by Vein, to refer to
City Council with a recommendation to approve.
Motion carried unanimously.

December 21, 2020 — Council Action: 7.4, by Kvamme, second by Weigel, to approve the recommendation.
Motion carried unanimously.

BACKGROUND:

The proposed Block V LLC project was submitted by Mr. Mike Kuntz and is proposed as a significant
renovation of the existing and historic St. John’s Block Building and connected Annex Building that is
located at the downtown strategic corner of Demers Avenue and 3™ Street North. ICON Architectural
Group is the designer and final plans and construction estimates are still under development. The
renovation of the six-story St. John’s Block Building will include the following: renovation of the
commercial floors on the lower and elevated first floor levels and the remaining upper four floor levels
will contain a mix of studio, one, two, and three bedroom units. A new elevator is included to address
ADA building challenges, exterior new windows, and possible addition of an outdoor roof deck patio.
Historical features of the building will be taken under consideration. The attached three story Annex
Building will also have a complete renovation to include the first floor commercial space and the second
and third floors residential units. The anticipated start date of construction is the spring 2021.

The 2020 assessed value of the St. John’s Block (2 North 3™ Street) and Annex (214 Demers Avenue)
Buildings are $1,278,300 and $445,000 respectively and for a total of $1,723,300. The estimated
construction cost for the Block V renovation project is $7.8 million and the estimated property value upon
completion of the proposed renovation project is $6 million, which provides a total TIF value of
approximately and nearly $4.3 million. Due to the high costs of redeveloping historic buildings like the
St. John’s Block Building, the developer is requesting consideration of a TIF Bond for a 15 year term for
an up-front financial gap of $900,000.

On October 5, 2020, the City Council approved the Block V renovation project tax incentive pre-
application. In the meantime, the applicant has submitted a full tax incentive application. The complete
application has been reviewed via Baker Tilly (formerly Springsted) for the required third party financial
review and analysis. The preliminary recommendation from Baker Tilly and the City administration is to
capture 90 percent of the available tax increment revenues over a 15-20 year to repay debt service on a
Grand Forks Growth Fund loan. The City administration is recommending a Grand Forks Growth Fund
competitive loan in lieu of a TIF revenue bond as a more competitive and straightforward up-front
financing mechanism.



On December 10, 2020, the Block V renovation project was presented to the Local Government Advisory
Committee (LGAC), which consists of representatives of the four local taxing entities. City Council
President Dana Sande and City Council Vice President Jeannie Mock serve as the City’s LGAC
representatives. LGAC had a general consensus to move the project forward for final review and
approval. The City Council Public Hearing is planned to be held on Monday, February 1, 2021. Prior to
the City Council Public Hearing on February 1, 2021, the tax incentive request will be heard by the Grand
Forks County Commission and Grand Forks School Board, per North Dakota Century Code requirements.

ANALYSIS AND FINDINGS OF FACT:

¢

The pre-application is the first step to allow further financial review of a TIF request to proceed.
The third-party financial review takes into consideration appropriate financial industry standards and
expected rates of return and the like, which helps to depoliticize the decision-making process and
“right-size” the tax incentive structures. Baker Tilly performs this due diligence service for other
regional communities and has assisted the City in this process for other incentive projects.
The timeline of the tax incentive process is approximately three months from beginning to end and
includes City Council Pre Application tax incentive approval; third party financial analysis; LGAC
review and recommendation; City Council preliminary recommendation and public hearing date
setting; Grand Forks County Commission, Grand Forks Public School Board, and City Council final
actions.
The Block V renovation project is in a Grand Forks Opportunity Zone as certified by the State of
North Dakota and United States Department of Treasury and the applicant may also propose to use
this Federal tax incentive on a portion of the project as a complement to the local tax incentive
The St. John’s Block and Annex Buildings have previously been a part of a Renaissance Zone Project
thus is ineligible from using this state and local tax incentive program.
The Block V renovation project meets and is aligned with the public purpose benefits requirements of
the use of tax increment financing to include:
o Achieving high quality redevelopment and private investment on sites, which would not be
redeveloped otherwise
o Removing slum/blight and/or rehabilitate a high visibility/high priority site
o Offsetting increased costs of infill development (e.g. demo, site remediation) over and above
the costs normally incurred in “greenfield” development
o Enhancing and diversifying City’s economic base
o Making meaningful contribution to the City’s tax base
o Retaining and/or increasing number and diversity of jobs that offer stable employment and/or
attractive wages and benefits
The Block V renovation project meets and is aligned with Downtown Action Plan’s Principles:
o Identify priorities and strategic opportunities to encourage appropriate development, improve
underutilized spaces, and activate civic assets to their highest and best use.
o Identify best practices for continued efforts to make downtown Grand Forks a more livable,
walkable, and thriving urban center.
o Drive investment to Grand Forks, and maximize return on both public and private sector
investments.
o Integrate and synchronize the aesthetics and amenities of anticipated public and private sector
projects.
o Develop high impact action steps that provide an ongoing roadmap to the future.
o Encourage broad public engagement and support throughout the community
The Block V renovation project meets and is aligned with the Downtown Action Plan’s Big Ideas:
o Create bold public spaces.
Animate street life downtown.
Improve access to and around downtown.
Spur development in key emerging areas.
Mobilize the right community policies, partners, and resources to improve downtown.
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The Block V renovation project meets and is aligned with the Demers Avenue experiences and
themes of the “Attractions”:

o The Arrival — 6™ Street.

o Lifestyle — 5™ Street.

o Learning + Creativity — 4™ Street.

o Attractions — 3™ Street.

o Nature and Health — Greenway and Red
As an infill development project, the Block V renovation project does not require significant
infrastructure development and investment.
Preliminary recommendation is to consider capturing 90 percent of the available tax increment
revenues over a 15-20 year period to repay debt service of $900,000 on a Grand Forks Growth Fund
loan. The 90 percent increment for debt coverage is $57,735 and a Grand Forks Growth Fund loan of
$900,000 at 20 years and 2 percent has an estimated annual debt service payment of $54,053.

The estimated available 10 percent tax increment provides for an additional $6,415 in additional local
taxable value.

SUPPORT MATERIALS:

City of Grand Forks Staff Report Pre-Application from Block V LLC and Mr. Mike Kuntz dated
October 5, 2020

Block V Power Point Presentation

Tax Incentive Update and Timeline

Draft Memo for Review — Summary Financial Review of Development Requests for Public Financial
Assistance through Tax Incentives and TIF Funding dated December 9, 2020

Memo for Review — St. John’s Block V Project Review of Developer Request for Tax Increment
Financing dated December 9, 2020



Tax Incentive Update (2020)

The following is a proposed schedule for the four tax incentive requests that are coming
forward in the City of Grand Forks. These projects are all at the Baker Tilly analysis phase. The
following is intended to provide a proposed timeline beyond the LGAC meeting currently being
scheduled for the Week of December 7, 2020.

The Projects

e St. Johns Block and Annex Renovation — Mixed use commercial and residential
renovation and reinvestment of approximately $7-8 million and development lead is
Mike Kuntz;

¢ Beacon Development (Townhouse Hotel site} — Mixed use commercial, residential, and
public event space development of approximately $50 million and development lead is
Todd Berning and EPIC Development;

e Lyons Auto Site Development — Mixed use commercial and residential development of
approximately $20-25 million and the development lead is Jon Miskavige of Northridge

o Memorial Village Development (UND Memorial Stadium site) — Mixed use commercial
and residential development that includes the UND Athletics Office and Auxiliary
Services of approximately $24 million and the development lead is Steve Burian.

Proposed Timeline

Week - Dec 7
12/14/20
12/21/20
12/22/20
Jan 2021

Jan 2021

Jan 2021
1/26/21
2/1/21

City Council reviews Project pre-application, invites full application
City receives complete application, submits to Baker Tilly for review
Baker Tilly analysis received, City staff prepares report, schedules LGAC

LGAC reviews Application request, makes recommendation

COW hears LGAC recommendation

City Council makes prelim TIF recommendation, sets public hearing date {2/1/21)
City sends certified letter to county, school district

School Board hears LGAC/Council recommendation

Park Board hears LGAC/Council recommendation

County Commission hears LGAC/Council recommendation

Deadline for School Dist, County to notify City that they will not participate

City Council holds public hearing, approves TIF
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MUNICIPAL ADVISORS

Memo for Review

To: Todd Feland, City Administrator, City of Grand Forks
From: Mikaela Huot, Director
Date: January 11, 2021

Summary Financial Review of Development Requests for Public Financial

Subiject:
Hhlec Assistance through Tax Incentives and TIF Bonding

Background
The City of Grand Forks has received four applications for financial assistance through Tax Increment

Financing (TIF) to assist with financing a portion of the development costs related to the construction of the
proposed mixed-use projects. The requests include both upfront assistance through bond issuance and
property tax exemptions or PILOTS that would assist with annual cash flow and project performance. The four
projects that are being reviewed and considered for financial assistance through tax incentives include:

1. The Beacon Development by Epic

2. Memorial Village — Memorial Stadium Redevelopment
3. Lyon’s Auto Redevelopment

4. St. Johns Block V and Annex Renovation

Proposed Financial Assistance

The four projects were presented to the Local Government Advisory Committee (LGAC) on December 10, 2020
for initial consideration and discussion. There were questions related to the appropriate level and confirmation
of need for public assistance. Following the meeting and additional analysis/conversations with each respective
developer, the suggested levels of public assistance based on need and current financial assumptions for each
of the projects has been summarized below. The levels of public financial assistance through upfront bond
issuance and property tax exemptions for consideration have been provided within each project description that
follows in this memo and can be summarized as follows:

The Beacon by EPIC: project includes a suggested level of public assistance through tax increment financing
that includes collection of up to 80% of the tax increments generated from the 3 new mixed use buildings for a
15-25 year period to repay debt service. TIF Bonds would be issued by the City to finance public plaza
improvements related to construction of the project. The total estimated development cost of the private project
components is approximately $48.9M.

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In

specific circumstances, the services of a professional should be sought. Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member
of the global network of Baker Tilly International Ltd., the members of which are separate and independent legal entities. © 2018 Baker Tilly
Virchow Krause, LLP



Memorial Village by Memorial Village, LLC: includes a suggested level of public assistance through a 90%
property tax exemption for up to 20 years as PILOT to assist with ongoing cash flow needs of the project. The
total estimated development cost of the private portion of the project is approximately $31.5M.

Lyon's Auto Redevelopment by Northridge includes a suggested level of public participation through a 100%
property tax exemption to assist with cash flow performance and offset a portion of the significant
redevelopment investment costs necessary for the project to proceed. The total development cost of the project
is approximately $27.3M upon completion.

St. John'’s Block V includes a suggested level of public assistance through a $900,000 low-interest loan from
the City that is anticipated to be repaid with approximately 80% of the available tax increment revenues over a
15-20 year term. The total development cost of the project is approximately $7.8M.

Continued analysis regarding the financial feasibility of the proposed financing structures for each project is
expected as additional information becomes available relative to the financial performances. As that
information becomes avaitable, the need for assistance and appropriate level of public participation will be
confirmed. Exploration of additional funding tools and strategies will also continue in efforts to reduce the level
of public participation from what is currently being considered.

When analyzing the requests for public financial assistance, the following variables have been considered and
measured:
1. Financial feasibility
a. Debt coverage
b. Return on equity
Extraordinary costs
Public purpose benefits
Public versus private financing
Type of assistance
Upfront bond
a. Type of bonds
b. Security/coverage
c. Availability of revenues
d. Debt coverage
7. Annual tax exemption
a. Number of years
b. Percent of exemption

RS R S

The City’s application for tax incentives that include the use of tax increment financing should result one or
more public benefits that include:
e Achieving high quality redevelopment and private investment on sites which would not be (re)developed
otherwise.
Removing slum/blight and/or rehabilitate a high visibility/high priority site
« Offsetting increased costs of infill development (demo, site remediation) over and above the costs
normally incurred in “greenfield” development
Enhancing and diversifying City's economic base
Making a meaningful contribution to City tax base
Retaining and/or increasing number and/or diversity of jobs that offer stable employment and/or
attractive wages and benefits

The four projects requesting public financial assistance all indicate in the applications for tax incentives that
they meet several of the public benefits listed above.

Beacon Development
The City of Grand Forks has received an application for financial assistance through Tax Increment Financing

(TIF) to assist with financing a portion of the development costs related to the proposed Beacon by EPIC
redevelopment project. The proposal was submitted as a mixed-use redevelopment project with a public plaza
at the site of the existing Townhouse Hotel and surrounding properties located at 710 North 1st Avenue. The
The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In
specific circumstances, the services of a professional should be sought. Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member

of the global network of Baker Tilly International Ltd., the members of which are separate and independent legal entities. © 2018 Baker Tilly
Virchow Krause, LLP



concept includes construction of a new community and downtown space that will provide both living and
commercial opportunities for residents. The project would also provide additional parking for the area,
community plaza with programming, financial, and organizational plan, and broadening and connecting to the
existing downtown and surrounding area. The primary partners include the developer - EPIC Companies and
Dakota Commercial, Architectural Manager — EPIC Companies, Project Manager — EPIC Companies, and
Construction Manager — Community Contractors.

The proposed project plan calls for the demolition of the Townhouse Hotel in the spring 2021. with phased
construction of the three mixed-use buildings commencing shortly thereafter, starting with the first building in
the spring/summer of 2021. The project, once completed, will include three mixed use buildings (commercial on
first floor and residential top floors) that will surround a public plaza amenity. Each building will include
apartments, condominiums, commercial space, underground parking, and connective features to the broader
downtown area.

The community plaza portion of the project is an estimated $7-9 million public amenity that is proposed to have
various community programming and events. The development team is proposing to privately finance the
project (three privately owned mixed-use buildings and public plaza) and has proposed tax increment financing
as a mechanism to assist with financing of the public plaza costs. The developer is proposing to finance the
total project costs in phases using a combination of private debt, flex pace financing through the State and
private equity. The financing structure specific to the public plaza portion of the project is proposed to include
approximately 80% of the incremental taxes from the three newly constructed buildings with 20% retained by
the local governments. Costs comprising the $7-9 million include acquisition, demolition and construction of the
public plaza feature. Upon construction completion, the City would issue bonds to take out the public portion of
the project costs. See the complete sources and uses from the developer’s supporting financial materials.

Based on current assumptions and projections of financial performance, approximately 80% of the available tax
increment revenues over a 15-25 year term wouid be needed to repay debt service on City TIF bonds that
would be issued to finance the public plaza improvements. This scenario would provide for a sharing in
incremental tax base growth with the City retaining necessary revenues to finance the public improvements
through debt service repayment and the remaining portion available as tax base growth for all taxing entities.
Next steps include additional work with City staff and the development team to formulate financing structures for
the public improvements and confirm availability of tax increment revenues to support debt service repayment.
The developer has provided a preliminary financing structure that includes additional security provisions such
as letter of credit and special assessment backing to assist with financial feasibility.

Memorial Village
The City of Grand Forks has received an application for financial assistance through Tax Increment Financing

(TIF) to assist with financing a portion of the costs related to redevelopment of Memorial Stadium. The
University of North Dakota (UND) solicited for redevelopment proposals for the project site and Memorial
Village, LLC was selected to redevelop the existing site into a mixed-use public-private arrangement. The
developer is proposing to demolish the existing structure with subsequent construction of a 5-story mixed use
building with underground parking and attached hawkway that would allow easier access to the building
grounds. The project will include first floor commercial/office space that would be occupied by the UND
Athletics department. The developer has identified tax incentives assistance as a mechanism to offset a portion
of the extraordinary redevelopment costs including demolition of the existing building, enhancement of public
amenities and incorporating required UND elements as requested. See the complete sources and uses from
the developer’s supporting financial materials.

The developer’s initial request for assistance was 100% property tax exemption for up to 20 years to reduce
operating expenses and provide for additional cash flow to meet debt coverage requirements and targeted
returns. Based on due diligence financial review as outlined in the supporting project memo, a suggested level
of public assistance through tax increment financing is up to a 90% property tax exemption through PILOT for
up to a 20-year period. This scenario provides for some sharing of the incremental tax growth with the 90%
exemption providing financial support to the project that assists with long-term feasibility while providing for
some portion of tax base growth for the taxing entities. Exploration of additional funding tools and strategies will
continue in efforts to reduce the level of public participation from what is currently being recommended.

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In
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Lyon’s Auto Redevelopment

The City of Grand Forks received an application for financial assistance through Tax Increment Financing (TIF)
to assist with financing a portion of the development costs related to the demolition of existing buildings and
subsequent construction of a new mixed-use project. Northridge is a Grand Forks based company that owns
the former Lyons Auto and adjacent property along University Avenue with the intent of redeveloping the
property into a mixed-use building consisting of the following addresses; 210, 214, 220, 224 North 4th Street.
The properties are occupied by commercial buildings with the following descriptions: Lyons Auto’s at 210/214
and mixed-use buildings at 220/224. In addition, Northridge has proposed purchasing the adjacent parking lot
located at 202 North 4th Street from the City. Northridge proposes to redevelop the existing land to
accommodate a mixed-use building consisting of an underground parking garage, 1st floor covered parking and
commercial space consisting of 28,000 square feet of retail/office space and 106 apartment units on the upper
floors with indoor and outdoor amenity spaces.

The project will require demolition of the existing structures for redevelopment to be successful. Northridge has
reviewed the ability to utilize the existing structures internally and through a third-party structural consultant but
found this would not be possible. In addition to the demolition, Northridge will need to work through design
issues of the existing utility infrastructure and paving in the alley to ensure the redevelopment project meets all
code requirements. The at-grade and underground parking will be accessed along University Avenue. A
portion of the at-grade parking could be leased back to the City due to the sale of the parking lot at 202 North
4th Street. The underground parking will be accessible from a ramp inside the at grade parking and will be
made available for tenants. The commercial space on first floor will have a variety of businesses that range
from health & weliness, restaurants and/or coffee shops, professional services, and office space split between
two levels. Northridge intends on leasing space for their office. The square footage allocations for each of
these different spaces is not finalized at this time.

The developer has requested financial assistance through property tax exemption as related to redevelopment
of the project site. The developer has requested the maximum level of property tax exemption to include 100%
of the taxable property taxes. Based on current assumptions and projections of financial performance, a
suggested level of public assistance is 100% property tax exemption for up to 20 years to assist with cash flow
performance for the full term. This is based on muitiple variables for the project that includes increased
commercial space, major redevelopment efforts, and maximizing of site plans and density on the site. Without
assistance through the exemption, the project would not be financially feasible.

St. John’s Block V

The City of Grand Forks has received an application for financial assistance through Tax Increment Financing
(TIF) to assist with financing a portion of the development costs related to the renovation of an existing historic
building that would become a mixed-use project with residential and commercial space. St. John's Block Vis a
rehabilitation project of the existing 6-story building and 3-story annex building connected on the east side. The
renovation would include the lower and elevated main level of the existing buildings designated as commercial
space. Upper four floors of the main building and upper floors of the annex will be residential
(apartments/condos).

Based on current assumptions and projections of financial performance, the suggested level of public
assistance from the City includes a low-interest loan in the full requested amount of $900,000 to be repaid
through the capture of up to 90% of the incremental taxes from the redevelopment project to assist with closing
the financial gap of the project. The anticipated repayment term of the loan would be 15-20 years. This
scenario provides for some sharing of the incremental tax growth with the 90% collection necessary to provide
financial support to the project to assist with long-term feasibility while providing for some portion of tax base
growth for the taxing entities. This is based on multiple variables for the project that includes renovation of an
existing historic building to include mixed uses with commercial and residential space, and the significant
acquisition and rehabilitation costs.

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. in
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@ pakertilly

MUNICIPAL ADVISORS

Memo for Review

To: Todd Feland, City Administrator, City of Grand Forks
From: Mikaela Huot, Director
Date: January 11, 2021

The Beacon EPIC Companies Development Proposal: Project Review of

Subject:
HpIee Developer Request for Tax Increment Financing

Background
The City of Grand Forks has received an application for financial assistance through Tax Increment Financing

(TIF) to assist with financing a portion of the development costs related to the proposed Beacon by EPIC
redevelopment project. The proposal was submitted as a mixed-use redevelopment project with a public plaza
at the site of the existing Townhouse Hotel and surrounding properties located at 710 North 1st Avenue. The
concept includes construction of a new community and downtown space that will provide both living and
commercial opportunities for residents. The project would also provide additional parking for the area,
community plaza with programming, financial, and organizational plan, and broadening and connecting to the
existing downtown and surrounding area. The primary partners include the developer - EPIC Companies and
Dakota Commercial, Architectural Manager — EPIC Companies, Project Manager — EPIC Companies, and
Construction Manager — Community Contractors.

The proposed project plan calls for the demolition of the Townhouse Hotel in the spring 2021. with phased
construction of the three mixed-use buildings commencing shortly thereafter, starting with the first building in
the spring/summer of 2021. The project, once completed, will include three mixed use buildings (commercial on
first floor and residential top floors) that will surround a public plaza amenity. Each building will include
apartments, condominiums, commercial space, underground parking, and connective features to the broader
downtown area.

The community plaza portion of the project is an estimated $7-9 million public amenity that is proposed to have
various community programming and events. The development team is proposing to privately finance the
project (three privately owned mixed-use buildings and public plaza) and has proposed tax increment financing
as a mechanism to assist with financing of the public plaza costs. The developer is proposing to finance the
total project costs in phases using a combination of private debt, flex pace financing through the State and
private equity. The financing structure specific to the public plaza portion of the project is proposed to include
approximately 80% of the incremental taxes from the three newly constructed buildings with 20% retained by
the local governments. Costs comprising the $7-8 million include acquisition, demolition and construction of the
public plaza feature. Upon construction completion, the City would issue bonds to take out the public portion of
the project costs.

The developer’s initial project proposal was collection of 80% future tax increment revenues for up to 20 years
to support a City issued TIF Bond to finance the public portion of the project. The project was presented to the
Local Government Advisory Committee (LGAC) on December 10 for preliminary review and consideration.
Based on financial review as outlined in this memo and presented to LGAC, a suggested level of public
assistance through tax increment financing is to collect up to 80% of the tax increments for a 15-25 year period
to repay debt service. Additional analysis regarding the financial feasibility of the proposed structure is

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In
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expected to continue as the project proceeds to understand the project cost amount and term of tax increment
collection and corresponding debt repayment.

See the estimated sources and uses below from the developer’s supporting financial materials.

NW Percent Sw Percent East Percent Percent

Building Site 100,000 1% 100,000 1% 100,000 1% 300,000 2%
Underground Parking 605,460 5% 870,000 7% 858,000 7% 2,333,460 18%
Construction © 9,019,534 69% 12,973,000 99% 12,798,200 98% 34,790,736 266%
Construction 1,414,839 11% 2,015,483 15% 1,988,883 15% 5,419,205 41%
FFE 214,434 2% 308,125 2% 303,875 2% 826,434 6%
Dewelopment Fee 450,000 3% 450,000 3% 450,000 3% . 1,350,000 10%
Equity Fee 150,000 1% 150,000 1% 150,000 1% 450,000 3%
Appraisal/titie/bank fee 75,000 1% 75,000 1% 75,000 1% 225,000 2%
Leasing 2,276 0% 3,268 0% 3,045 0% 8,589 0%
Legal and Accounting - 50,000 0% 50,000 0% 50,000 - 0% 150,000 1%
Land Purchase 484,000 4% 660,000 5% 396,000 3%: 1,540,000 12%
Construction Interest 500,000 4% 550,000 4% 500,000 4% 1,550,000 12%

Subtotal 13,085,543 18,204,876 17,673,003 48,943,422
|Sale of Condos (6,000,000) (7,830,000) (7,722,000) (21,552,000) |
[ Net Costs. 7,065,543 10,374,876 9,951,003 27,391,422 |
Sources of Funds
Debt 5,065,543 7,574,876 7,401,002 20,041,421
Equity 2,000,000 2,800,000 2,550,000 7,350,000
Condo Sales 6,000,000 7,830,000 7,722,000 21,552,000

Total 13,065,543 - 18,204,876 17,673,002 48,943,421

Executive Summary
To support the application for financial assistance, the developer has provided financial information including

sources and uses of funds and operating proforma illustrating financial performance for each of proposed
buildings following construction and stabilization. The project structure as proposed includes the developer
financing and constructing all public and private project components in phases as market demand allows with
the developer securing long-term financing for all private improvements and the City securing long-term
financing for the public share of improvements. The City's TIF bond issuance would take out the construction
financing upon completion of the project and future tax increment revenues would repay debt service. This
financing structure is unique and provides the parameters for financing of the public and private components.

Based on the developer’s stated position and analysis of the supporting information, our opinion is the City
could make a finding that the but-for test has been met and that public financial assistance through TIF Bond
issuance for the public improvements would be necessary for the project to proceed as proposed. Our review of
the project financials is to assist with making the determination that 1) public assistance is necessary and 2) an
appropriate level of assistance. When considering an appropriate level of public assistance for the project, we
recommend focusing on financing of the extraordinary project costs that are restricting the project from being
financially feasible. It is not uncommon for the value of a project to be less than the fotal private investment,
and thus warrants the need for assistance as a gap filler between investment and value. Certain costs such as
acquisition, site improvements and construction of public amenities that include plaza and related
improvements do not equate to value. Other sources of financing become necessary for support of those costs,
and typically public amenities would be supported by public financing. Without collection of tax increment
revenues as an additional revenue source to finance the public plaza improvements, the developer would be
unable to finance the cost of the public improvements in conjunction with construction of the mixed-use
buildings.

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In
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Using the developer’s provided information, we performed sensitivity analysis to understand how adjustments to
the assumptions may impact the financial feasibility of the project including need for and amount of public
assistance. Understanding the overall viability of the project and impact of adjustments has enabled us to make
a recommendation as to an appropriate level of public financial assistance that would allow the project to
proceed while meeting the City's objectives for redevelopment of the project site. Based on current
assumptions and projections of financial performance, approximately 80% of the available tax increment
revenues over a 15-25 year term would be needed to repay debt service on City TIF bonds that would be
issued to finance the public plaza improvements. This scenario would provide for a sharing in incremental tax
base growth with the City retaining necessary revenues to finance the public improvements through debt
service repayment and the remaining portion available as tax base growth for all taxing entities.

Developer Pro forma But-For Analysis

Prior to approving a property tax incentive and providing public assistance for a project, the City must make
several findings, including the “but for” test which is to find: that the proposed development would not
reasonably be expected to occur solely through private investment within the reasonably foreseeable future,
therefore making tax increment financing necessary for the project to proceed. The developer has provided
financial information showing that the operating cash flow for each phased building of development is sufficient
with no available funding to finance the public improvements. The developer has not requested any property
tax exemption financial assistance from the City (tax increment) to assist with long-term financing of the private
improvements. Projected revenues from each mixed-use building are projected to be sufficient to support
annual operating expenses and debt service while also providing a reasonable return on investment. However,
in order for the project to proceed as proposed with construction of all private and public improvements, long-
term financing for construction of the public plaza is necessary and tax increment has been identified as a
financing tool for which the City is able to issue Tax Increment Bonds and collect future tax increment to repay
debt service.

The "but-for” test is used to determine whether a project is likely to proceed as proposed without public financial
assistance. Without tax increment assistance, the developer does not have the ability to finance the public
plaza and corresponding components and would not be able to commence construction of the project. The
level of tax increment collected and as estimated to be 80% will be used to finance the public plaza and
ultimately based on financial feasibility that will include total project costs for the public plaza and financing
terms of the bonds.

To understand the project performance as shown by the developer, we utilized the project cost and operating
information to generate ten-year operating proformas. The purpose of evaluating the operating proformas, with
and without assistance, is to understand the potential returns to the developer through the initial development of
the project and the operation of the enterprise over time. A typical return range we see to a developer is 10-
15% for an internal rate of return (IRR) for the project over a 10-year time period. This is the basis we use for
our analysis in determining if a proposed level of assistance would provide a reasonable return. We use the
IRR as a measurement because it reflects long term investment in the project, typically a developer's intent. It
is calculated based on the total equity investment in the project. Generally, should the rates of return lie below
a reasonable range without assistance; we could assume the project would not move forward without
assistance. Should the returns lie within a reasonable range with the assistance, we could assume the amount
of assistance tested is appropriate for the project. All such estimates should be viewed as general indicators of
performance and not exact forecasts. The number of current and future variables affecting these estimates are
great.

The financial feasibility and level of financing (debt and equity) available for the project is ultimately based on
net operating income. Net operating income is calculated as revenues less operating expenses. The annual
revenues (rents) are based on both the residential and commercial components and the operating expenses
are based on estimates as provided by the developer. Each building is projected to generate sufficient
revenues to support operating expenses, debt service payments and provide reasonable developer returns.
Without collection of tax increment revenues, there are not sufficient revenues to support financing of the public
improvements.

An additional measure of project feasibility is the Debt Coverage Ratio (DCR), which is a calculation detailing
the ratio by which operating income exceeds the debt-service payments for the project. If the DCR is greater
than 1.0 it indicates the project has operating income that is greater than the debt-service payment by some
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margin; conversely if the DCR is less than 1.0 it indicates the project is incapable of meeting its debt-service
payment and would need to seek additional revenue sources to pay its debt. Typical lending standards will
require a DCR of a minimum of 1.1 as a measure of cushion in the event actual revenues and expenses are
different than projected.

Our review of the developer’s operating proformas provides a range of projected returns to the developer. We
made certain assumptions based upon the following information provided by the developer: Substantial
changes to these developer assumptions would likely have a significant impact on our analysis of the proposed
project.

debt and equity amounts

lease rates for commercial

sales of condo units

vacancy rates

annual revenue and operating expense inflators

estimated project costs including developer fee

e 6 © © o o

The developer’s upfront sources and uses statement and operating proformas incorporate certain assumptions
relative to cash flow performance of the project. They include private debt financing, flex pace financing, equity
and condo sales. The developer has also provided a market study to further enhance the residential (condo)
assumptions. The annual revenues and operating expenditures include an annual inflator of 2% upon
stabilization. The projected debt coverage ratio for each of the mixed-use buildings is expected to meet
minimum thresholds.

Conclusion

The City has received an application for tax increment financing assistance that involves redevelopment of the
current Townhouse Hotel site to include demolition of the existing structure and subsequent construction of
three mixed-use buildings comprising of commercial, condominiums/apartments and underground parking, and
a public plaza surrounded by the buildings. Without assistance through tax increment financing, the project is
not deemed financially feasible as there are not sufficient funding sources to finance the public plaza
improvements. With assistance, the project as proposed is expected to be financially feasible as there would
be available revenues through tax increments to finance the public plaza. The targeted level of tax increments
to be captured for financing of the public improvements would be 80% with the remaining 20% added to the
general tax base upon construction completion. The cost of the public improvements to be financed by tax
increments is estimated to be in the range of $7-$9 million. It is anticipated that any reductions in public project
costs may result in the reduction of tax increment revenues required to be used to repay debt service.

Multiple discussions with the developer have resulted in a better understanding of the project financing
components. The developer has confirmed the financial components of the project are within market
standards. The developer is willing to provide security related to the bonds including letters of credit and
special assessment backing, all in the desire to develop a financially feasible plan for construction of the project
that includes important public and private components.

Lastly, the current status of the site is underutilized space. Utilizing tax incentives through tax increment
financing and TIF bond issuance for financing of the public plaza and related improvements is expected to
substantially increase the current taxable value of the project and would increase the general tax base for all
taxing entities after the project is constructed and tax increment collections term has expired.

Based on current assumptions and projections of financial performance, approximately 80% of the available tax
increment revenues over a 15-25 year term would be needed to repay debt service on City TIF bonds that
would be issued to finance the public plaza improvements. This scenario would provide for a sharing in
incremental tax base growth with the City retaining necessary revenues to finance the public improvements
through debt service repayment and the remaining portion available as tax base growth for all taxing entities.
Next steps include additional work with City staff and the development team to formulate financing structures for
the public improvements and confirm availability of tax increment revenues to support debt service repayment.
The developer has provided a preliminary financing structure that includes additional security provisions such
as letter of credit and special assessment backing to assist with financial feasibility.

The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In

specific circumstances, the services of a professional should be sought. Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member
of the global network of Baker Tilly International Ltd., the members of which are separate and independent legal entities. © 2018 Baker Tilly
Virchow Krause, LLP



