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I CITY OF EDINA

Topics

* Project Summary & Master Plan

« Anticipated TIF & Planning Processes
* Project Pro-Forma

 Fundamental Deal Structure

« Significant Deal Points
Terminology
Qualified costs
Minimum improvements
Key dates
Default provisions
“Look-back” provisions

e Question & Answer
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Project Summary & Master Plan
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== Regional Trail by Others
== Trail Connection

1.4 million S.F. new office, new 400-450 room hotel
and new service retail

New public improvements to serve the area

Iq

$500+ million in new private investment on 42 acres www.EdinaMN.gov




REGULATORY ROLE
Plan Commission and City Council

FINANCING PARTNER ROLE

City Council and HRA

= Anticipated TIF & Planning Process

City
approves
preliminary
rezoning;
approve
plan City HRA City re-
zones to
March 2014 approves
k-_) master re- PUD based
development TDOTEET
T coromE development
Step IB RDA) | plan
City
Authori May 2014 late 2014 /
fion early 2015
of RDA
based on I
Term Sheet
March 2014
—

TIF Redevelopment & Planning Process
Pentagon Park - Edina, MN

May 1, 2014

Steps 4 - 10 applicable to each Phase of the Project:

[ Step 5A \

City approves final
development plan
and enters into
“Development
Contract” for public

\ improvements. /
[ Step 5B

City/HRA identifies
Phase IRR and
completion deadline
for public
/HRA authorizes
maximum ameount of

\ TIF Mote /

Step 6A
City Staff
issues
sitework

permit(s)

Step 6B
City Staff
issues
building
permit(s)

Step 7A
Site
Preparation

City Staff
accepts Public
Infrastructure

Step 8B
City Staff issues
Certificate of

Occupancy

Step 9A
HRA Staff determines
compliance, certifies
eligible costs, and issues

Certificate of Completion.

Staff issues TIF Note #I.

Step 9B
If public parking funded,
HRA Staff determines
compliance, certifies

eligible costs, and issues

Certificate of Completion.

Staff issues TIF Note #1.

Step 10

HRA Staff
applies
look back
provision
and, if
necessary,

adjusts

final TIF
payments.




CITY OF EDINA

Project Pro forma
part 1

* Based on Developer
projections
Reviewed by Ehlers

High costs of new
infrastructure, soll
stabilization and site
preparation

1) Demonstrates project
viability

2) Demonstrates funding
gap and the need for
TIF to proceed (“but-
for” test)
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City of Edina

Pentagon Park

Total Project

SOURCES
% OF TOTAL % OF FINANCE TOTALS
DEVELOPER FINANCING - Construction Loan 80.00% 80.00% 438,699,102
DEVELOPER EQUITY 9.75% 9.75% 53474776
TIF NOTE 9.85% 9.85% 54,000,000
AMOUNT FINANCED 99.60% 546,173,878
GRANT #1 2,200,000
TOTAL SOURCES 100.00% 548,373,878
USES
PER S.F. % OF TOTAL SUBTOTAL TOTALS
ACQUISITION COSTS 1,445,000
Land Acquisition 1.82% 9,998,000 24,246,000
Land Commission 0.33% 1,796,000
Stabilzation 227% 12,452,000
SITE COSTS
Site Improvement Costs (Demo/Soils/Storm/Green Space) 5.83% 37,442 999 109,542,499
Parking Ramps 9.59% 52,570,500
Infrastructure Costs (Public ROW Improvements) 3.56% 19,629,000
CONSTRUCTION COSTS 271,472,867
Shell Construction 4372% 239,725,000
General conditions/Builder Profit 3.69% 20,240,134
SACMWAC 0.46% 2,495 459
Contingency 1.64% 9,012,274
TENANT IMPROVEMENTS 36,195,000
Tenant Improvements - 6.60% 36,195,000
SOFT COSTS
PREDEVELOPMENT COSTS 18,859,935
Architect & Civil 33% 18,138,747
Space Planning 0.50 0.13% 721,188
INTEREST EXPENSE 40,829,919
Construction Costs 7.20% 39,482 919
Land Carrying Cost 0.25% 1,347,000
LEGAL 1.31 0.34% 1,889,512 1,889,512
REAL ESTATE TAXES 1.14% 6,240,443 6,240,443
LEASING 11,559,881
Marketing 1.00 0.26% 1,442,375
Commissions 1.85% 10,117,506
DEVELOPER FEE 477% 26,144,570 26,144,570
MISC 0.25% 1,393,252 1,393,252
Total Soft Costs 106,917,512
TOTAL USES 100.00% 548,373,878

IRR without TIF:
IRR with TIF:

-1.05%
14.91%



Project Pro forma
part 2
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I CITY OF EDINA

Fundamental Deal Structure, part 1

« Details and timing of each Phase is market driven
RDA contains flexible provisions to deal with market uncertainty

* Developer assumes cost of public improvements at sole risk
Public streets and streetscape
Connections to regional trail

* Future TIF revenue split between Developer and City:
City retains 10% for administrative costs

City to use up to $8.0 million additional on public improvements yet to
be determined

* Financial gap evaluated separately for each Phase

| www.EdinaMN.gov



I CITY OF EDINA

Fundamental Deal Structure, part 2

« Each phase to have separate TIF note(s)

« City will issue pay-as-you-go TIF Note(s) to reimburse
Developer for qualified costs
Term of all payments no more than 26 years

TIF Note issued only after developer has incurred qualified costs and
completed public improvements

If public parking is funded, TIF Note issued only after qualified costs
and Certificate of Completion issued for related buildings.

TIF Notes bear 6% interest (to Developer)

TIF payments come from new taxes created within the TIF
boundaries (not general tax levy)

TIF Notes can be held or transferred
 Repayment of Notes only if TIF revenue Is created

| www.EdinaMN.gov




CITY OF EDINA

Significant Deal Points — terminology

www.EdinaMN.gov



I CITY OF EDINA

Significant Deal Points — qualified costs

» All state-qualified costs will be recognized to satisfy 5-year
rule of MN TIF Law

* Only locally-approved costs will be reimbursable
Demolition
Site preparation & soils correction
On-site Storm water
Public improvements (roads, sidewalks, utilities, etc.)
Parking structures that include public parking

| www.EdinaMN.gov



I CITY OF EDINA

Significant Deal Points — minimum improvements-

* Developer will begin clearance of the south parcel Tower &
wings by December 2015

« Developer will pay for reconstruction of W. 77t Street after
100,000 sqg. ft. of new construction completed

* Developer will provide updates to City at least quarterly

| www.EdinaMN.gov



I CITY OF EDINA

Significant Deal Points — key dates

f Market-Driven Schedule .\

2016-2017 2019 2021
Year Year Year
0 5 26

| www.EdinaMN.gov



I CITY OF EDINA

Significant Deal Points — default provisions

City can cancel agreement if:
« Demolition of Phase 1 does not occur by December 2016
 If no activity for two years between phases

City still obligated to make debt payments on any TIF Note
Issued before default

* Presuming TIF revenue is available to make payments

| www.EdinaMN.gov
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Significant Deal Points —“look back” provisions™

« City retains the ability to review project finances (IRR)
after sale to verify the need for the full TIF Note

Evaluated phase-by-phase

If IRR of land sale or building sale exceeds fixed amount, “look-
back” will apply
Threshold for land sale IRR determined in RDA

Threshold for building sale IRR determined at time of Final
Development Plan approval

Amount withheld limited to 25% of profits greater than IRR and not
to exceed 25% of the TIF Note

True-up look-back amounts after multiple phases complete (if
necessary)

| www.EdinaMN.gov




DisScussion
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