
 
 REPORT/RECOMMENDATION 

To: MAYOR AND COUNCIL Agenda Item No. VI. C. 

From: Scott Neal   Action 

 City Manager   Discussion 

Date: July 17, 2012   Information 

Subject: MEMO OF UNDERSTANDING WITH DRIVE FOR THE HIVE, LLC 

(HORNETS NEST PROJECT) 

 
ACTION REQUESTED: The City Council is being asked to grant a number of approvals 
for the proposed Hornets Nest Project at Braemar Ice Arena.  The approvals are as 
follows: 
 

 Conduct a public hearing on the proposed Hornets Nest Agreement 
 Approve the proposed Hornets Nest Agreement 
 Conditionally approve a Facility Use Agreement for Braemar Ice Arena with the 

Edina School District 
 Approve Hornets Nest commercial tenant lease with Velocity Hockey 
 Approve Hornets Nest commercial tenant lease with General Sports 
 Award construction contract(s) for the Hornets Nest Project 

 
INFORMATION/BACKGROUND:  
The Hornets Nest Project is an expansion two-story expansion to Braemar Ice Arena.  
The expansion area will be north of the West Arena and will be connected to the West 
Arena through a short corridor.  The purpose of the project is to create new locker 
rooms and associated space for the boys and girls hockey teams for Edina High School.   
 
The group advocating for the Hornets Nest Project is called Drive For The Hive 
(“Drive”), a local non-profit corporation established specifically to raise private gifts to 
donate to the City for the project and to assist the City in managing the construction of 
the project itself.   
 
Drive’s project finance goal from the start was to create an innovative project finance 
strategy that would minimize the use of public funds for construction.  The strategy to 
achieve this project finance goal was to create five new funding streams:  



 incorporating leasable commercial space into the project and then dedicating the 
rental income from that space to the project; and, 

 a $20/participant surcharge on participants in the Edina Hockey Association and 
the Braemar City of Lakes Figure Skating Club; and, 

 a modest increase to the School District’s hourly ice rental costs; and,  
 revenue from the sale of naming rights within the locker room; and,   
 private philanthropic gifts.  

 
The City’s official consideration of the Hornets Nest Project started at a Special Park 
Board meeting on January 23, 2012.  At that special meeting, the Park Board received a 
comprehensive presentation from Drive representatives regarding their proposed 
project.  At the end of the special meeting, the Board resolved that it was sufficiently 
interested in the proposal that it wanted to establish a Working Group to investigate the 
proposal in more detail. The Board’s request to create the Hornets Nest Working Group 
was approved as a Consent Agenda item by the City Council on February 21, 2012. 
 
The Working Group met regularly and researched the project and its innovative project 
finance strategy.  The Working Group advanced its recommendation to the Park Board 
on April 10, 2012.  The Park Board unanimously approved the following 
recommendation: 
 
“Mr. Keprios stated that staff is recommending Park Board move forward with this 
project in concept to the City Council with some contingencies; however, not everything 
is in concrete at this point. He noted that it would be contingent upon 25% of the project 
($752,367.67) be covered through private donations. The recommendation would also 
be contingent upon getting a commitment from the EHA and Edina Figure Skating Club 
to commit to a $20.00 surcharge on a per player basis per year for the life of the bonds 
and this would be consistent with what was done when they first built the West Arena. 
The last contingency would be that the City Council and School Board would have to 
agree on an ice rental surcharge fee needed to cover the operating expenses. He 
indicated that is not something that staff could just literally impose so don’t consider that 
a given; however, the working group put approximately $12,000 in their 
recommendation. Mr. Keprios commented that lastly he thinks it would be fair to 
propose to the City Council that before they were to embark on something like this they 
would want ten year lease agreements from the two vendors that would be leasing the 
space on the upper level.” 
 
The Park Board’s recommendation was considered by the City Council on May 1.  
Representatives from Drive also attended the May 1 City Council meeting to share their 
presentation about the proposed project.  After considerable discussion, the Council 
unanimously approved the following motion:  
 
“Member Swenson made a motion, seconded by Member Brindle, approving Hornets’ 
Nest concept subject to: 
1. The project must receive all required municipal land use regulatory approvals from 
the City 
2. Drive for the Hive organization entering into memorandum of understanding approved 
by the City Council that formally established respective roles and responsibilities of both 
parties to accomplish this project 



3. Vendors, School District, and pertinent sports organizations must enter into 
agreements acceptable to the City relative to lease or use of the facility, or portions 
thereof 
4. Drive for the Hive must raise $739,314.83 in private donations 
5. Vendors for the dry-land training facility and the sporting goods retail store must 
commit to a minimum ten-year lease 
6. The Edina School Board of Education must agree to an additional ice rental 
surcharge and restructuring to the spectator fee distribution for High School hockey 
games at Braemar Arena to help cover locker room operating expenses 
7. The Edina Hockey Association must agree to a $20 per player per year surcharge for 
a 20-year period (the life of the bonds) 
8. The Braemar City of Lakes Figure Skating Club must agree to a $20 per player per 
year surcharge for a 20-year period (the life of the bonds)” 
 
 
Since the Council’s May 1 meeting, City staff and the City Attorney have been working 
in good faith with the representatives from Drive to fulfill the Council’s contingencies. 
The City and Drive have been able to accomplish the following: 
 
1.   At the time of the Council’s May 1 action, it was believed by City staff that land 
use regulatory changes were going to be required for this project. After further 
consideration, however, it was determined that no pre-project municipal land use 
regulatory approvals required for the project. 
 
2.   City staff and Drive have reached a tentative agreement (formerly known as the 
Memorandum of Understanding) defining the respective organizations’ roles and 
responsibilities for the project. 
 
3.    City staff and School District staff have reached an agreement on a new Facilities 
Use Agreement for Braemar Sports Facility that describes in detail the rights, 
responsibilities and financial relationship between the parties at Braemar Ice Arena. 
 
4.      Drive has raised a substantial amount of money for the project from the sale of 
naming rights within the locker room area and from solicitation of cash gifts. At the time 
of this memorandum, I do not know if they have reached the $750,000 threshold.  Drive 
representatives can tell us their total cash fund raising at the July 17 Council meeting. 
 
5.   Tenants for the Hornets Nest commercial space have both executed ten year 
leases. 
 
6.       The Edina School Board has not yet approved the newly proposed Facilities Use 
Agreement.  It is scheduled to be on their July 23 meeting agenda for review and 
approval. 
 
7.   The Edina Hockey Association has approved a $20/player surcharge for 20 
years. 
 
8. The Braemar City of Lakes Figure Skating Club has also approved a 
$20/participant surcharge for 20 years.  
 



 
 
 
E.J. Anderson from Drive coordinated the production of plans and specifications for the 
project.  He brought architect Nick Sperides of SRa Architects into the project.  Mr. 
Sperides worked closely with Drive, City and School District representatives on the 
project design all the way through the production of the plans and specifications for the 
bid packages.   
 
The bid opening for the project occurred on Thursday, July 12.  The apparent low bidder 
for the project was RJM Construction at $3,647,000.  The project estimate was 
$3,200,000.  A team of City staff, architects and Drive representatives will meet with the 
representatives from RJM on Friday, July 13 to discuss their bid proposal to determine 
why it was 14% higher than our estimate.  I will share the results of that information with 
the Council. 
 
 
ISSUES FOR THE COUNCIL TO CONSIDER: 
 
1. The proposed debt financing of the project has a 20 year term.  The proposed 
terms of the commercial tenant leases are 10 years with options for renewal.  The 
proposed Facilities Use Agreement with the School District has a 5 year term.  The fact 
that terms of the revenue sources don’t match up is not a reason for concern, but it is 
something to note for the future. 
 
2. Approval of the Hornets Nest Project will require the City to also construct 
additional ADA-related improvements which are estimated to cost $500,000.  In order to 
fund a currently unprogrammed improvement of this size at the Arena, we will need to 
make adjustments in the City’s CIP. 
 
3. If Drive is not able to produce its required cash contribution to the project 
($750,000) by July 17, is the Council comfortable awarding the project anyway or would 
the Council defer action on the award of the construction contract until the full $750,000 
has been transferred to the City? 
 
4. How much branding/marketing is the City willing to allow in exchange for cash 
contributions to the project? 
 
5. 100% of the lease revenue from the commercial tenant leases is dedicated 
toward the new debt service obligations created for the City by the project. The 
commercial tenant leases are not personally guaranteed by the lessees.  In the case of 
a default or non-payment, the City would need to make debt service payments without 
the benefit of the lease revenue.  This is a new risk for the City.      
 
6. The low bidder – RJM Construction – submitted a bid that is 14% higher than our 
estimate.  Is the Council willing to proceed with the project on this basis?  
 
 
 
 



 
 
SUMMARY: 
 
The Hornets Nest Project has been reviewed and endorsed by the Park Board. It has 
been reviewed and endorsed by the multiple representatives of the local hockey 
community.  The volunteers from Drive For The Hive have worked hard to put together 
a project that is creative and worthy of historic Braemar Arena.  The project’s innovative 
financing plan provides non-property tax sources of revenue to the construction of the 
project, but also exposes the City to an undefined element of risk of new debt service 
obligation if the project’s commercial tenants are unsuccessful.   
 
The Council is charged with weighing the risks and benefits of the project.  My 
recommendation to the Council is if you are comfortable your May 1 conditions have 
been fulfilled, you should grant the necessary approvals and award the construction 
contract. 
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