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CITY OF DALLAS
October 8, 2010

Members of the Economic Development Committee:

Ron Natinsky (Chair), Tennell Atkins (Vice Chair), Jerry R. Allen,
Dwaine Caraway, Sheffie Kadane, Ann Margolin, Linda Koop, and
Steve Salazar

1600 Pacific Avenue/Grand Ricchi Project — Downtown Connection TIF
District

Attached is the briefing material on the 1600 Pacific Avenue/Grand Ricchi
Project — Downtown Connection TIF District to be presented to the Economic
Development Committee on Tuesday, October 12, 2010.

!

| |\

| \ |

Li\)\? onzalez
“Assistant City Manager

C: The Honorable Mayor and Members of the City Council

Mary K. Suhm, City Manager

Deborah Watkins, City Secretary

Thomas Perkins, Jr., City Attorney

Craig Kinton, City Auditor

Judge C. Victor Lander, Administrative Judge Municipal Court
Ryan S. Evans, First Assistant City Manager

Jill A. Jordan, P.E., Assistant City Manager

Forest Turner, Assistant City Manager

Jeanne Chipperfield, Chief Financial Officer

Karl Zavitkovsky, Director of Office of Economic Development
Hammond Perot, Assistant Director, Office of Economic Development
Helena Stevens-Thompson, Assistant to the City Manager

Dallas - Together, we do it better



Downtown Connection TIF District

1600 Pacific Avenue
Dallas Grand Ricchi Project

Economic Development Committee
October 12, 2010
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Purpose

Provide background information on the redevelopment of 1600
Pacific Avenue.

Review the 1600 Pacific/Grand Ricchi Project proposal for TIF
funding in the Downtown Connection TIF District

Obtain Economic Development Committee’s approval for
consideration of the project by City Council on October 26, 2010

Office of Economic Development 2
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Downtown Connection TIF District:

Background

The Downtown Connection TIF District
was created June 2005

The district’s Project Plan and
Reinvestment Zone Financing Plan was
approved August 2005, as amended

The district will expire December 31,
2035, or when approximately $431
million in TIF increment has been
collected (NPV of 189.8 million)

The district was established to fund
public capital improvements in the core
of Downtown essential for development
of key spaces and buildings as well as
provide TIF assistance for projects
creating a greater density and critical
mass of development within the Main
Street core area

Office of Economic Devlent
WWW.DALLAS-ECODEV.ORG
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Downtown Connection TIF District
TIF Budget

Projected ement Revenues to Retire d Obligatio
Category TIF Budget?! Allocated Balance

Catalyst Projects: - Environmental remediation, demolition,
historic facade, restoration, street/utility improvements &
streetscape improvements, land acquisition, and non project
costs, including, but not limited to machinery, equipment,
materials and supplies $68,000,000 $68,000,000 $0
Redevelopment of Vacant/Underutilized Downtown
Buildings - Environmental remediation, interior/exterior
demolition, historic fagcade restoration, street/utility
improvements land acquisition, TIF grants, affordable
housing $191,955,107 $94,853,252 $97,101,855
Uptown/Downtown connection improvements $0 $0 $0
Park and plaza design and acquisition $3,403,565 $0 $3,403,565
Affordable Housing? $3,000,000 $2,000,000 $1,000,000
Retail Initiative/Streetscape Improvements $4,504,051 $1,985,000 $2,519,051
Downtown Area Plan $515,000 $512,464 $2,536
Administration and Implementation $8,940,906 $423,435 $8,517,471
Debt Service (Interest Only) $150,363,000] $150,363,000 $0
Total Project Costs $430,681,629] $318,137,151 $112,544,478

LTIF Budget shown above in total dollars; TIF Project Plan shows the budget in net present value.
2The Affordable Housing line item has been reduced by the amount of money allocated to the Continental

project.




1600 Pacific Avenue
Background

On December 11, 2007, City Council approved a Conditional
Development Agreement with 1600 Pacific LP for an amount not to
exceed the lesser of (a) 25% of the added DCAD value one year after
project completion plus $4,000,000 for additional assistance for
affordable housing development, or (b) $15,908,777 for the
redevelopment of 1600 Pacific and 1511 Elm Street Garage into 307
residential units (including 61 affordable units) and over 26,000 square
feet of retail space.

The agreement expired on December 31, 2008 without the conditions
ever having been satisfied.

On June 8, 2009, Downtown Connection TIF Board recommended denial
to the Dallas City Council of the 1600 Pacific Avenue LTV’s TIF Funding
request.

On June 12, 2008, the Economic Development Committee denied the
request for TIF Funding by 1600 Pacific Avenue LTV Tower project.

In August, 2009, the 1600 Pacific Avenue building was purchased by
Dallas Ricchi Investments LLC, represented by Leobardo Trevino.

i\ts) Office of Economic Development
City of Dallas
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1600 Pacific Avenue/ Grand Ricchi Project
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1600 Pacific Avenue/Grand Ricchi Project

* Project Description

* Renovation of a 32-story, 498,000
square foot building in four stages

« Stage | — Cleaning

o State Il — Lower Floor
Renovation

« Stage Ill — Finish out of an
additional 60,000 square feet of
space or 6 floors

« Stage IV - Finish out of
remaining floors 20 for
commercial use (This stage is
not included in this request for
TIF funding)

« Stages | through Il will produce a
completely renovated building with
approximately 116,000 of
commercial/retail space on floors 1

D, through 10
D Office of Economic Development
City of Dallas WWW.DALLAS-ECODEV.ORG




1600 Pacific Avenue/Grand Ricchi Project

Stage |. — Cleaning. This stage involves removal of obsolete operating
systems within the building and demolition of interior walls (30 floors -
except for the elevator areas). Interior space will be opened up and
cleaned down to the concrete.

Office of Economic Development
WWW.DALLAS-ECODEV.ORG




1600 Pacific Avenue/Grand Ricchi Project

Stage Il. — Lower Floor Renovation. This stage will include renovation of the
elevator systems, roof, windows; installation of a new heating and air
conditioning system and renovation of the lower four floors (approximately
56,000 square feet) of the building to a leasable condition.

. ﬁtage lll. — Renovate an additional 60,000 square feet of space or 6 additional
0ors

o Stages | and Il are to be completed by June 30, 2011; Stages lll is to be
completed by December 31, 2011.




1600 Pacific Avenue/Grand Ricchi Project
Proposed Uses

* The property owners are continually marketing the building to potential tenants and
is currently in negotiations with a tenant for the upper floors of the building
The property owners envision the use of the building by floors to be the following:

e Floorsl1&?2

» Retail/restaurant uses facing EIm and Pacific Streets with patio seating on both
streets

» Covered pedestrian esplanade providing connectivity to Stone Street and
Thanksgiving square
» Public lobby providing access to the tunnels and both Elm and Pacific Streets

COMMERCIAL
LEASE SPACE
2843 88

PACIFIC STREET

[HANKSGIVING
SQUARE




1600 Pacific Avenue/Grand Ricchi Project
Proposed Uses cont’d

* Floor 3 — Office space

 Floors 4 & up — Hotel and accessory uses including a
lobby for the hotel, spa, and pool

x> ¥



1600 Pacific Avenue/Grand Ricchi Project
Funding Sources and Uses

 Funding Sources and Uses

Land Acquisition and
$17,500,000 Construction

$17,500,000

x> 12




1600 Pacific Avenue/Grand Ricchi Project
TIF Fundin

i‘.,) Office of Economic Development
1
City of Dallas

On January 14, 2010, the Downtown Connection TIF District Board of
Directors reviewed and approved TIF funding for the redevelopment of
1600 Pacific Avenue in an amount not to exceed $8,830,000 plus
interest in an amount not to exceed $4,040,200, for a total incentive
amount not to exceed $12,870,200, subject to approval of certain
design plans by the Downtown Connection TIF District Desigh Review
Committee.

On September 23, 2010, the Downtown Connection TIF District Board
of Directors reviewed an approved a revised Certificate of Occupancy
date of June 30, 2011, for the 1600 Pacific Avenue/Grand Ricchi
Project.

On September 23, 2010, the Downtown Connection TIF District’s
Design Review Committee reviewed and approved the conceptual
design plans for the 1600 Pacific Avenue/Grand Ricchi project.

13
WWW.DALLAS-ECODEV.ORG



1600 Pacific Avenue/Grand Ricchi Project
Conditions for Funding

As a condition for funding, Ricchi Dallas Investments, LLC will be
required to:

e |Invest a minimum of $26,430,000 in land acquisition and construction
costs for Stages I, Il and Il of the project.

* Renovate approximately 56,000 square feet for commercial/ retail
space between floors one through four.

» Renovate an additional 60,000 square feet or 6 floors for commercial
space.

« Construct public and private improvements that generally conform to
plans approved by the Downtown Connection TIF District Board of
Directors and Design Review Committee.

» Occupy twenty-five percent (25%) of the total net leasable space, with
fifty percent (50%) of the ground floor space prior to TIF payment.

* Provide a minimum of 120 parking spaces.
i\f:) Office of Economic Development 14
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1600 Pacific Avenue/Grand Ricchi Project
Conditions for Funding cont’d

As a condition for funding, Ricchi Dallas Investments, LLC will be required
to:

* Provide evidence of debt and equity funding for the Stage | and Il of
the Project by April 1, 2011, and Stage Ill by December 31, 2011.

* Provide evidence of a receipt of a building and/or demolition permit
and start demolition and/or construction of Stages | and Il by June 1,
2010.

* Obtain courtesy Landmark Commission review by November 10, 2010.

* Provide evidence of a receipt of a final certificate of occupancy for
Stages | and Il by June 30, 2011; and Stage Ill by December 31, 2011.

o Comply with Business Inclusion and Development goal of 25% M/WBE
participation for TIF reimbursable improvements and 25% M/WBE
participation for total private expenditures.

i\fl) Office of Economic Development
City of Dallas WWW.DALLAS-ECODEV.ORG
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1600 Pacific Avenue/Grand Ricchi Project

Project Square Footage ~ 498,000

Private Investment (land acquisition, hard and soft $17.500.000
costs) ’ ’
Total Project Costs (actual investment, land Stages | thru Il - $26,430,000
acquisition, soft costs, debt expenses, etc)
$8,830,000 principle
TIF Funding $4,040,200 interest
$12,870,200 maximum
% TIF Funds to Total Project Costs (not ~ 3304

including interest on TIF funding)

Developer Fee 0%

Stages | & Il — June 30, 2011
Stage Ill — December 31, 2011

i"" | 6
City of Dallas

Anticipated Project Completion Date




Strategic Importance of Proposed Project

The building is in the downtown core and further strengthens
redevelopment efforts along the 1600 block of EIm Street

Redevelops an existing dilapidated building making it viable for
tenancy

Provides street front retail on EIm Street
Creates jobs downtown

Removes nearly 500,000 square feet of vacant office space from
the City’s Vacant Building Registration list

Provides needed pedestrian connectivity to Stone Street and
Thanksgiving Square

Maintains Downtown development momentum

w» Office of Economic Development 17
City of Dallas WWW.DALLAS-ECODEV.ORG



Recommendations

* The following action is recommended:

e Approval of a Development Agreement with
Dallas Ricchi Investments, LLC for TIF
Reimbursement in an amount not to exceed
$12,870,200 for the 1600 Pacific
Avenue/Grand Ricchi Project.

Office of Economic Development
City of Dallas WWW.DALLAS-ECODEV.ORG
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Appendix A — Proforma Information -
Project Requirements/Other Information

1600 Pacific Avenue

Total Project Cost (Stages |, II, and IlI) $26,430,000
Stage | $8,830,000
Stage |l $12,500,000
Stage |l $5,100,000

2009 DCAD Value $3,250,000

2010 DCAD Value (increase in value attributable to $11,875,000

renovations to the building by owner)

Personal Property $0

Parking Spaces (on-site) 120

Commercial/ Retail SF 120,000

Total Net Leasable Square Feet 498,000

Office of Economic Development
WWW.DALLAS-ECODEV.ORG
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Appendix B: Downtown Connection TIF
Increment Chart

Downtown Connection TIF District
Projected TIF Increment Schedule

Total Property Property Comp. Anticipated Anticipated Anticipated Tax Increment Tax Increment
Tax Year Value Value Value Captured Increment Accumulated Revenue into TIF Revenue into TIF
Estimate Growth  Growth Value Revenue Revenue (NPV) *CITY @ 90% ** COUNTY @ 55%)

Base 2005  $561,696,137 (1)

Base 2009  $564,917,317 (2
1 2006 $759,033,448 35.13% 35.13% $197,337,311 $1,527,223 $1,454,498 $1,295,085
2 2007 $989,078,707 30.31%  76.09% $427,382,570 $3,416,629 $4,553,481 $2,876,755
3 2008 $1,515,616,786 53.24% 169.83%  $953,920,649 $7,717,514 $11,220,160 $6,420,935
4 2009 $1,513,193,908 -0.16% 169.40%  $948,276,591 $7,638,939 $17,504,735 $6,382,945
5 2010 $1,546,421,036 2.20% 175.31%  $981,503,719 $8,352,646 $24,049,251 $7,040,326 $1,312,320
6 2011 $1,648,252,286 6.58%  193.44% $1,083,334,969 $9,219,235 $30,928,786 $7,770,762 $1,448,473
7 2012  $1,669,410,486 1.28% 197.21% $1,104,493,169 $9,399,292 $37,608,687 $7,922,530 $1,476,763
8 2013  $1,723,720,191 3.25%  206.88% $1,158,802,874 $9,861,470 $44,283,319 $8,312,093 $1,549,377
9 2014  $1,903,125,503 10.41% 238.82% $1,338,208,186 $11,388,219 $51,624,266 $9,598,967 $1,789,251
10 2015 $1,994,854,798 4.82%  255.15% $1,429,937,481 $12,168,839 $59,094,878 $10,256,942 $1,911,898
11 2016 $2,220,897,997 11.33% 295.39% $1,655,980,680 $14,092,478 $67,334,458 $11,878,349 $2,214,129
12 2017 $2,336,754,808 5.22% 316.02% $1,771,837,491 $15,078,426 $75,730,690 $12,709,390 $2,369,035
13 2018 $2,418,766,648 3.51% 330.62% $1,853,849,331 $15,776,350 $84,097,225 $13,297,661 $2,478,689
14 2019 $2,482,602,278 2.64% 341.98% $1,917,684,961 $16,319,595 $92,339,730 $13,755,554 $2,564,041
15 2020 $2,569,105,602 3.48% 357.38% $2,004,188,285 $17,055,743 $100,543,833 $14,376,043 $2,679,700
16 2021 $2,634,379,314 2.54%  369.00% $2,069,461,997 $17,611,225 $108,611,738 $14,844,251 $2,766,974
17 2022 $2,687,066,900 2.00% 378.38% $2,122,149,583 $18,059,599 $116,491,082 $15,222,179 $2,837,420
18 2023 $2,740,808,238 2.00% 387.95% $2,175,890,921 $15,809,165 $123,060,116 $15,607,666 $201,499
19 2024  $2,795,624,403 2.00% 397.71% $2,230,707,086 $16,000,862 $129,392,200 $16,000,862 $0
20 2025  $2,860,536,891 2.32%  409.27% $2,295,619,574 $16,466,479 $135,598,243 $16,466,479 $0
21 2026  $2,917,747,629 2.00% 419.45% $2,352,830,312 $16,876,852 $141,656,060 $16,876,852 $0
22 2027 $2,976,102,581 2.00%  429.84% $2,411,185,264 $17,295,432 $147,568,502 $17,295,432 $0
23 2028 $3,042,712,133 2.24%  441.70% $2,477,794,816 $17,773,222 $153,354,953 $17,773,222 $0
24 2029 $3,103,566,376 2.00%  452.53% $2,538,649,059 $18,209,730 $159,001,206 $18,209,730 $0
25 2030 $3,189,150,203 2.76% 467.77% $2,624,232,886 $18,823,622 $164,559,873 $18,823,622 $0
26 2031  $3,252,933,207 2.00% 479.13% $2,688,015,890 $19,281,138 $169,982,515 $19,281,138 $0
27 2032 $3,317,991,871 2.00%  490.71% $2,753,074,554 $19,747,804 $175,271,931 $19,747,804 $0
28 2033 $3,384,351,709 2.00% 502.52% $2,819,434,392 $20,223,803 $180,430,894 $20,223,803 $0
29 2034 $3,452,038,743 2.00% 514.57% $2,887,121,426 $20,709,322 $185,462,148 $20,709,322 $0
30 2035 $3,521,079,518 2.00% 526.87% $2,956,162,201 $18,780,757 $189,807,592 $18,780,757 $0

Total $430,681,610 $399,757,455 $30,924,155
2006 NPV @ 5% $189,807,592 $171,307,591 $18,500,000
Assumptions:

City of Dallas is expected to participate in the Downtown Connection TIF District for a period of 30 years at a rate of 90%.
Dallas County particiaption rate is 55% and is capped at $18.5M.
Tax rate is assumed constant at 2009 rate. Actual rate will vary annually.
Tax appraisals are for Jan. 1 of the year. Levies occur by Sept. 30 of the year. Tax receipts generally occur 12-13 months after appraisal.
1 Stream of annual investments in TIF reflects intent to retire TIF obligations after thirty years. 2 I
Property value estimates assume 0% annual property appreciation and 3% annual inflation.
The base year was adjusted to $561,696,137 to accommodate boundary additions and deletions made prior to 2006 bonds sale and to accomdate account consolidations/duplications.
city of Dallas The base year was adjusted in 2009 to $564,917,317 to accommodate boundary additions and deletions made in 2008 and to accomdate account consolidations/duplications.



Project Details — Development Team

DEVELOPER: Dallas Ricci Investments, LLC

« OWNERS REP: Leobardo Trevino, Founder and CEO. Mr.
Trevino is also the Founder and CEO of Ricchi Enterprises LLC
which is currently designing and moving forward with The
Ricchi Plaza in San Antonio, Texas. The Ricchi Plaza is a 91
unit luxury hotel condominium project located near La Cantera
shopping mall.

« ARCHITECT: BOKA Powell

« GENERAL CONTRACTOR: Andres Construction

i\fl) Office of Economic Development 22
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