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EXECUTIVE SUMMARY @ bakertilly

Requested assistance closes the feasibility gap.

The forecasted unlevered IRR without assistance is below the benchmark return range. BTMA'’s analysis indicates the project is
unlikely to proceed in the current marketplace without the requested incentive.
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PROJECT OVERVIEW @ pakertilly

Mixed-use development at 1500 NW North Ridge Court

296,297 SF 236 25,762 SF

Total development Area Multifamily units Retail space
Unit mix / monthly rents Delivery schedule
19 studio units at $1,021 18-month construction; leasing of
142 one-bedroom units at $1,433 multi-family units in 2027 and
40 two-bedroom units at $1,887 commercial leasing late 2027; full
23 short-term rental/condos stabilization in 2029 -
Land / site

Approx. 4.22 acres; includes covered parking and ground-floor retail.
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ASSISTANCE REQUEST AND CAPITAL STACK @ bakertilly

Requested incentive package Sources

$5.0M $4.0M I

Il Debt: $48.0M (77.9%)

Total gross incentive value Net present value @ 6.0% B Equity: $13.6M (22.1%)
incentive | Gross NPV
5-year 100% PILOT on Spirit and 1923 $2,504,336 $2,104,974 Uses

8-year 100% PILOT on Beacon #3 $2,503,167 $1,931,309
Total $5,007,501 $4,036,284 Land/Acquisition Construction

B Land/Acquisition: $41.6M (67.55%)
B Construction: $17.9M (29.12%)
B Site work: $.03M (0.1%)

Soft Costs / other: $2.0M (3.3%)

Incentive Structure

Five-year 100% PILOT for the first two Beacon buildings (1923
and Spirit) and an eight-year 100% Renaissance Zone incentive
on the to-be-built Beacon #3 building.
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BUT-FOR ANALYSIS

@ pakertilly

Purpose

Analysis considers the likelihood that the project would
occur without requested incentives

» Project as proposed

»  Within current market

Scope
Not a market feasibility study

Outcomes

Consider hypothetical sale of the asset

Financial Interest

Baker Tilly is an independent financial advisor to the city and
has no financial interest in project
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ANALYSIS APPROACH

@ pakertilly

Building Cost Overview
Evaluate applicant’s estimated project costs

Project Revenue
Evaluate estimated project revenues

Hypothetical Sale
Consider hypothetical sale of the asset

Project Return (IRR)

Determine internal rate of return without incentive

Market Expectations

Compare internal rate of return without incentive to investor
expectations
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PROJECT COST OVERVIEW @ bakertilly

Construction cost comparison

Building Cost Overview

Construction pricing aligns with third-party benchmarks, so
cost assumptions do not appear to overstate need.

Measure Value Gap.vs.
applicant
Applicant assumption 175 PSF —
BTMA Opinion
RSMeans Q1 2026 low estimate 170 PSF -5 PSF Applicant's $175 PSF assumption is effectively in line with
RSMeans Q1 2026 high estimate 178 PSF +3 PSF the $178 PSF RSMeans estimate. Potential for increased
costs due to impact of geopolitical events on supply chains
and cost of materials
Acquisition cost comparison Acquisition Costs
Acquisition is the clearest pressure point: the contract price
exceeds the developer’s third-party appraisals.
Measure Valt_n_a Gap_vs.
1923/Spirit East applicant
Contract price 192/223 PSF —

BTMA Opinion

BTMA kept the contracted purchase price in the model but
identified above-market acquisition cost as a contributor to
the incentive need and driver of gap in the rate of return. A
sensitivity analysis using the lowest acquisition cost
identified in the appraisal was also performed.

Third-party appraisal low range 125/172 PSF -67/51 PSF
Third-party appraisal high range 149/182 PSF -43/41PSF

Summary: benchmarking supports most costs;
acquisition price appears to be major driver of gap.
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OPERATING ASSUMPTIONS

@ pakertilly

BTMA maintained most operating assumptions, with a revision to retail lease revenue to reflect the current

listing price.

Multifamily rents

Weighted average rent is approx. $1,480.
Proposed rents are comparable to available
market data for the 4- & 5-star market.

Vacancy / lease-up

Applicant assumed 5% stabilized vacancy. The
broader market is at 3.7% vacancy while 4- & 5-
star market is slightly higher at 4.2% vacancy.

Metric Applicant assumption

Studio rent 19 units at $1,021 / month
1BR rent 142 units at $1,433 / month
2BR rent 40 units at $1,887 / month
Vacancy 5% stabilized vacancy

Retail lease rate

Expense ratio
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Assumed $16 PSF

Approx. 44% of EGI (~$5,000 per
unit)

Retail revenue

Initial retail lease rate is $16 PSF. Proposed
retail lease rate is comparable to available
market data, which is sitting at $15.56 for 2026.
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INTERNAL RATE OF RETURN RESULTS @ bakertilly

The with-incentive scenario moves the project closer to the benchmark range; the no-incentive scenario
remains well below market expectations.

If Project costs reduced by 20%, or over $12 million, the Project’s no-incentive scenario Interpretation

would see a 3.89% return while the incentive-supported return would be 5.14% Without the requested

incentive, the forecasted
returnis 1.00%, below the
12% 6.00%-9.50% blended PwC
benchmark range.
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CONCLUSION AND DECISION CONSIDERATIONS @ bakertilly

BTMA determined that the proposed project would not likely be pursued in the current
market without the requested incentive.

Primary constraint Market context Valuation sensitivity

Elevated acquisition cost: contract price Grand Forks apartment market softened in Final capitalization rate is a key variable; market
appears well above appraisal. Along with 2025; vacancy continues to decline, data shows cap rates as high as 8.9% while to
thin marginal revenues of multifamily and especially among 4- and 5-star be conservative the model used 7.5%

retail lease rates in the Grand Forks market. developments.

CONCLUSION

The incentive appears necessary to support the project

as proposed under current market conditions, even
under the most ideal conditions the project would
likely not be feasible

Analysis is not a project feasibility opinion; conclusions rely on applicant projections and market benchmarks
reviewed by BTMA.
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Connect with us:

Steve Scharff Kolbe Krzyzanowski
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Baker Tilly Municipal Advisors Baker Tilly Municipal Advisors
steve.scharff@bakertilly.com kolbe.krzyzanowski@bakertilly.com
+1 (651) 223-3003 +1(816) 333 6899

x bakertilly.com/MunicipalAdvisory

This information should not be construed as a recommendation or an offer of services. The commentaries provided are opinions of Baker Tilly Municipal Advisors, LLC and are for
informational purposes only. While the information is deemed reliable, Baker Tilly Municipal Advisors, LLC cannot guarantee its accuracy, completeness, or suitability for any purpose

and makes no warranties with regard to the results to be obtained from its use, or whether any expressed course of events will actually occur. Past performance does not guarantee
future results.

Baker Tilly Municipal Advisors, LLC is a registered municipal advisor and controlled subsidiary of Baker Tilly Advisory Group, LLP, a tax and advisory firm. Baker Tilly Advisory Group,

LP, 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. © 2024 Baker Tilly
Advisory Group, LP
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