DATE

TO

SUBJECT

Memorandum

\ %
]

CITY OF DALLAS

October 29, 2010

Members of the Economic Development Committee: Ron Natinsky (Chair), Tennell Atkins
(Vice Chair), Jerry R. Allen, Dwaine Caraway, Sheffie Kadane, Linda Koop, Ann Margolin,
and Steve Salazar

Zang Triangle, 1335 Zang Blvd. — Amendment to the Development Agreement - Oak
Cliff Gateway TIF District - Agenda Item, November 10, 2010

This action will authorize an amendment to the development agreement with Lang Partners, LLC,
previously approved on November 9, 2009, by Resolution Nos. 09-2816 and 09-2817 in Tax
Increment Financing Reinvestment Zone Number Three (Oak Cliff Gateway TIF District) to (1)
extend the project deadline to begin construction from September 30, 2010 to March 31, 2011;
(2) extend the project deadline to complete construction from December 31, 2011 to June 30,
2012; and (3) increase the TIF reimbursement from $5,500,000 to $7,250,000.

The development group initially hoped to secure HUD Section 108 funding for this project. The
timing for the Section 108 funding did not work for the project. However, a HUD 221 (d)(4) loan
has been secured. Additionally, due to timing and technical issues related to the NCTCOG
Sustainable Development grant, the funds will not be available for improvements directly adjacent
to the site. These factors increased the costs of capital for the project and necessitated the need
for additional TIF funding of $1.75 million.

In return for the increased TIF funding, the developer has requested that the TIF funding request
be increased by $1,750,000. In return, the developer will assign $1,750,000 in NCTCOG grant
proceeds to the city to improve connections between the site and Methodist Medical Center. This
project generally conforms with the Methodist Master Plan and was approved by the Oak CIiff
Gateway TIF Board of Directors.

ant City Manager

C: The Honorable Mayor and Members of the City Council
Mary K. Suhm, City Manager
Deborah A. Watkins, City Secretary
Thomas P. Perkins, Jr., City Attorney
Craig D. Kinton, City Auditor
Judge C. Victor Lander, Administrative Judge Municipal Court
Ryan S. Evans, First Assistant City Manager
Farest Turner, Assistant City Manager
Jill A. Jordan, P.E., Assistant City Manager
Jeanne Chipperfield, Chief Financial Officer
Karl Zavitkovsky, Director, 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.”



Oak Cliff Gateway TIF District:
Zang Triangle Project —
Amendment to the Development Agreement

Economic Development Committee

November 1, 2010
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Purpose

Review proposed amendment to the Zang Triangle development
agreement and TIF reimbursement

¢ Obtain Economic Development Committee approval for

consideration of an amendment to the development agreement

by City Council on November 10, 2010.
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Oak Cliff Gateway:
Background

\"
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The Oak CIiff Gateway was
originally created in 1992.

On November 9, 2009, City
Council extended the term of
the TIF from 2012 to 2022 and
increased the TIF budget from
$13,001,357 total dollars to
$33,432,572 total dollars.

The district is located adjacent
to the Trinity River, and it
Includes Methodist Medical
Center.
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Oak CIliff Gateway TIF District
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Zang Triangle
Development

¢ Project location

» Located at the intersection of Zang
Boulevard and Plowman Avenue — 1335
N. Zang Boulevard.

e The site is 3.3 acres in size.

« Site is key to redevelopment of area
between Methodist Medical Center and
Zang Boulevard.

* Provides additional market rate housing
options within walking distance of
Methodist Medical Center.

. Hillside location provides high visibility for 8
this new project.
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Zang Triangle
Development (continued)

+ Project Description —rent rates

* A 4- and 5-story, mixed-use building with 256 primarily
market-rate residential units (approximately 216,000
square feet of residential space) and 3,000 square feet
of retail/flex space

» Market rate units will rent between $1.22 and
$1.52 per square foot, or between $875 and
$1,550 on a monthly basis.

52 units (20% of total project units) will meet the TIF
district’s affordable housing requirements

 Affordable units will rent between $840 and
$1,055 per month and will be available to families
making less than $54,640 for a family of four.
(Figures based on 2010 program requirements)
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Zang Triangle
Development (continued)

¢+ Project Description
» Estimated investment of $30 million (See Appendix 1 for Project Budget and
Pro Forma.)

« On-site amenities for the project include a pool, 2 courtyards, fitness center,
tenant lounge/internet café, and mail room

» Design includes wide sidewalks, strong design elements, building oriented to
maximize doors/windows on the street.

« Improved connection along Oakenwald Street from Zang Boulevard to
Methodist Medical Center

* Generally consistent with Methodist Medical Center Master Plan

Office of Economic Development 6
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Zang Triangle Project — Site Plan
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Leasing Parking

Courtyard :
Basement Unit
Location

— Wide sidewalks

Windows and
balconies facing
street
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Section 108 funding unavailable

Changed Composition of Funding Sources
Requires Increased TIF Reimbursement

« NCTCOG Sustainable Development grant funding unavailable for this project
due to timing, but can be used by City for adjacent streetscape improvements

« HUD 221 (d)(4) funding secured, but at increased cost over Section 108

funding

* Developer equity in project increasing from 12% to 21%.
* Increased overall cost of capital requires the need for additional TIF

reimbursement

Previous Sources and Uses

Proposed Sources and Uses

Funding Source Amount |Percent Funding Source Amount |Percent
HUD 221(d)(4) $20,000,000| 64% HUD 221(d)(4) $23,530,600; 79%
City of Dallas - Section City of Dallas - Section
108 $6,000,000 | 19% 108 $0| 0%
Lang Partners, LLC $3,684,000 | 12% Lang Partners, LLC $6,357,000] 21%
NCTCOG Sustainable NCTCOG Sustainable
Development Grant $1,750,000 | 6% Development Grant* $0 0%
Total $31,434,000 | 100% Total $29,887,600 | 100%
*COG Brant funds available for City to use for adjacent streetscape.
o Office of Economic Development

City of Dallas

WWW.DALLAS-ECODEV.ORG




NCTCOG Grant - Assignment

&

Due to timing and technical
Issues, NCTCOG grant
funds are not available as a
funding source for the Zang
Triangle project.

The developer has agreed
to assign the $1,750,000
grant to enhance planned
bond improvements
between the site and
Methodist Medical Center.

Zang Triangle, NCTCOG Sustainable Development Grant
and 2006 Bond Funding
Proposed Public Improvements

il

|||||

lz
Ei
=
Methodist E
Medical Center

RYEALD

: f i Legend

clt)‘ Qf Da "35 : Dak Cliff Gateway TIF Boundary
Office of Economic Development ||‘f'})

Publiclmprovements
208 Bond Funds and NCTCOG Fundg

m— Fang Triangle TIF Public Improvements]

\"
1

City of Dallas

Office of Economic Development
WWW.DALLAS-ECODEV.ORG

9



Zang Triangle Project
Proposed Change in TIF Funding

Previous | Requested
Description Amount Amount
Environmental Remediation and Demolition $100,000 $100,000
Public Infrastructure Improvements $1300.000 | $1,500,000
Economic Development TIF Grant $4-100.000 | $5,650,000
Total TIF Funding Request $5:500,000 | $7,250,000

expenditure does not exceed $7,250,000,

“Mote: reimbursements may be moved between categories as long as the total TIF

\"
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City of Dallas

Office of Economic Development
WWW.DALLAS-ECODEV.ORG

¢ TIF funds for the Zang Triangle Project would continue to be used to
offset the cost of the following improvements:

« Site assessment, demolition and engineering
o Streetscape/utilities design and construction
« Grant to facilitate higher density project and affordable housing

+ Proposed changes to the project budget are below.
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Zang Triangle Project
Additional Proposed Changes

¢+ The inablility to obtain the Section 108 funding for the project
and technical issues related to the NCTCOG funding have
delayed the project. Therefore, staff recommends moving the
deadline to begin construction from September 2010 to March
2011 and the deadline to complete construction from December
2011 to June 2012.

+ Additional minor revisions to the development agreement are
recommended to support the final plan for the building.

whs Office of Economic Development 11
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Zang Triangle Project
TIF Board Action

¢ Proposed amendments approved by Oak Cliff
Gateway TIF board on October 25, 2010.

¢ TIF board membership includes Oak CIiff
residents, jurisdiction appointees, and a
representative from Methodist Medical
Center.

whs Office of Economic Development 12
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Recommended Next Steps

¢+ Economic Development Committee recommendation
for Council approval to

* (1) extend the project deadline to begin construction from
September 30, 2010 to March 31, 2011;

* (2) extend the project deadline to complete construction from
December 31, 2011 to June 30, 2012; and

e (3) increase the TIF reimbursement from $5,500,000 to
$7,250,000.

+ Council consideration on November 10, 2010.

whs Office of Economic Development 13
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*Appendices
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Appendix 1: Zang Triangle Project
Pro Forma and Budget

Zang Triangle Project Pro Forma - Oak Cliff Gateway TIF District

as of 10/30/10

PROJECT DESCRIPTION: Zang Triangle Project
PROJECT TYPE Rental

SITE AREA: 3.3

NUMBER OF FLOORS/STORIES: 4

BUILDING AREA (g.5.f.): 220,000

ANTICIPATED CONSTRUCTION START DATE

March 31, 2011

PROJECT SCHEDULE March 2011 - June 2012
Residential Unit Breakdown SE # of Units Total SF Construction Cost per SF
Total/Awg 844 256 216,000 $135.85
Retail Breakdown (exclude % profit) Total SF $ per SF
Total/Awg 4,000 $84.72
Project Costs Income
Hard Cost $21,101,332 1) Rental Income $3,340,824
Soft Cost $4,570,550 2) Other Income $140,640
Acquisition $2,614,000 Includes parking, storage and trash pick-up, etc.
Public Costs $1,601,718 3) Loss to Vacancy at 7% -$243,702
Total Project Cost (no City $) $29,887,600 Gross Income $3,237,762
Total Project Cost without (with City $) $29,887,600 - Operating Expenses $749,022
CITY ASSISTANCE (current $) $7,250,000 - Utilities, insur, taxes $757,536
Total Project Cost (with City $) $22,637,600 NOI $1,731,204
Note: income assumptions use stabilized operating income at
approximately $1.29 psf

Return on Cost Analysis

NOI/Total Project Costs
Return on Cost (no City $) 5.8%9
Return on Cost (with City $) 7.69%9

\"
1
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Appendix 2: Zang Triangle Project
Summary

Total square footage and units required 216,000 square feet — 256 units
3,000 square feet — retail/flex space

Developerfee and reimbursables $975,000 (3%)
Required private investment— site acquisition, site $25.000.000
preparation, and hard costs of construction $24,000,000
Total project cost including site acquisition, hard costs of $32.383,000
construction, all soft costs, and public expenses. $29,887,600
TIF funding $5.550.000
$7.250,000

% TIF funds to total project cost 17 A3%
24.3%

% TIF funds to total project cost (less grant funding) 17.13%
Rate of return with TIF funds 0 5%
7.6%

Rate of return without TIF funds or other public assistance 5.8%
5.8%

Deadlineto purchase properties None — purchased already
Deadline to obtain permits September30. 2010
March 31, 2011

Deadline to complete construction Decsrmber 31 2011
June 30, 2012

\"
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City of Dallas
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Oak Cliff Gateway TIF District
Projected TIF Increment Schedule

Appendix 3: TIF Increment Chart

City of Dallas

WWW.DALLAS-ECODEV.ORG

Tax Year Net Taxable Cumulative  Captured Tax Accumulated Tax Tax Tax Tax Tax
Assessed Prop Val Appraised Increment Net Increment Increment Increment Increment Increment
Value Growth Value Revenue Present Revenue Revenue Revenue Revenue Revenue
Year City City Total Dollars Value City DISD Dallas County DCHD DCCCD
Base Year 1992 $38,570,128

1 1993 $38,245,158 -0.84% -0.84% ($324,970) $0 $0 $0 $0 $0 $0 $0

2 1994 $38,699,692 1.19% 0.34% $129,564 $0” $0 $0 $0 $0 $0 $0

3 1995 $38,323,980 -0.97% -0.64% ($246,148) $0” $0 $0 $0 $0 $0 $0

4 1996 $39,118,366 2.07% 1.42% $548,238 $0 $0 $0 $0 $0 $0 $0

5 1997 $41,514,962 6.13% 7.64% $2,944,834 $59,146 $44,722 $19,189 $27,095 $5,919 $5,471 $1,472

6 1998 $43,746,236 5.37% 13.42% $5,176,108 $103,331 $118,606 $33,598 $47,625 $10,207 $9,312 $2,588

7 1999 $45,659,848 4.37% 18.38% $7,089,720 $142,199 $214,752 $47,324 $63,573 $13,868 $13,868 $3,566

8 2000 $51,431,069 12.64% 33.34% $12,860,941 $266,401 $385,083 $85,847 $116,281 $25,188 $32,641 $6,444

9 2001 $54,818,286 6.59% 42.13%  $16,248,158 $339,026 $590,062 $108,456 $147,727 $31,827 $41,245 $9,771

10 2002 $56,761,977 3.55% 47.17%  $18,191,849 $385,383 $810,400 $127,307 $165,313 $35,636 $46,181 $10,947

11 2003 $52,797,457 -6.98% 36.89%  $14,227,329 $260,649 $951,319 $85,116 $110,378 $24,785 $30,875 $9,496

12 2004 $55,421,996 4.97% 43.69%  $16,851,868 $324,311 $1,117,124 $111,266 $133,818 $30,582 $36,950 $11,695

13 2005 $57,308,839 3.40% 3.40% 48.58%  $18,738,711 $412,881 $1,316,733 $138,985 $170,975 $40,039 $47,546 $15,336

14 2006 $60,675,614 5.87% 5.87% 57.31% $22,105,486 $485,923 $1,538,881 $161,193 $203,393 $47,284 $56,148 $17,905

15 2007 $76,125,212  25.46%  25.46% 97.37%  $37,555,084 $772,572 $1,872,871 $256,776 $316,447 $84,545 $87,155 $27,649

16 2008 $95,665,708  25.67%  25.67% 148.03%  $57,095,580 $1,253,255 $2,385,205 $418,060 $500,617 $129,094 $152,368 $53,118

17 2009  $104,589,616 " 9.33% 9.33% 171.17%  $66,019,488 $1,488,582 $2,960,654 $493,760 $607,445 $149,690 $175,034 $62,652

18 2010 $99,454,586 -4.91% -4.91% 157.85%  $60,884,458 $1,612,306 $3,550,041 $485,249 $753,634 $148,010 $164,997 $60,416

19 2011 $101,940,951 2.50% 2.50% 164.30%  $63,370,823 $1,678,148 $4,130,141 $505,065 $784,410 $154,054 $171,735 $62,883

20 2012 $126,489,474 24.08%  24.08% 227.95%  $87,919,346 $1,876,234 $4,743,450 $700,717 $1,088,274 $0 $0 $87,242

T T1T T T 20137 $I51,651,711  19.89% 10.89%  176.64% $113,081,583 $944,757 $5035483  $766,071 S si7ge86  so $0|

2 2014  $192,583,427 26.99%  26.99% 251.31% $154,013,299 $1,286,727 $5,411,596 $1,043,363 $0 $243,364 $0 $0

3 2015 $247,861,013 28.70%  28.70% 352.15% $209,290,885 $1,748,552 $5,894,911 $1,417,841 $0 $330,711 $0 $0

4 2016 = $276,787,455 11.67% 11.67% 404.92% $238,217,327 $1,990,222 $6,415,114 $1,613,803 $0 $376,419 $0 $0

5 2017 $308,452,703 11.44%  11.44% 462.68% $269,882,575 $2,254,772 $6,972,419 $1,828,320 $0 $426,455 $0 $0

6 2018 $334,036,326 8.29% 8.29% 509.35% $295,466,198 $2,468,517 $7,549,380 $2,001,636 $0 $466,881 $0 $0

7 2019 = $380,850,343 14.01%  14.01% 594.75% $342,280,215 $2,859,631 $8,181,413 $2,318,777 $0 $540,854 $0 $0

8 2020 $428,834,711 12.60%  12.60% 682.28% $390,264,583 $3,260,524 $8,862,868 $2,643,847 $0 $616,677 $0 $0

9 2021  $460,146,384 7.30% 7.30% 739.40% $421,576,256 $3,522,122 $9,558,971 $2,855,968 $0 $666,154 $0 $0

10 2022  $492,240,848 6.97% 6.97% 767.20% $453,670,720 $2,718,193 $10,066,977 $2,204,089 $0 $514,103 $0 $0
$31,796,171 $10,066,977 $22,471,625 $5,237,006 $5,291,031 $1,071,525 $443,183
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Appendix 4. Map of
Anticipated Public
Improvements in District
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Appendix 5: Lang Partners, LLC

+ The principals of Lang Partners include John
Ausburn, Dirik Oudt and Kyle Oudt

¢+ While functioning as the development team of Lang

Partners, they also represent INCAP fund in their
roles listed below

« John Ausburn, Managing Director — over 25 years of real
estate and development experience, focusing the past 12
years on urban infill projects

« Dirik Oudt, Vice President, Acquisitions and Dispositions —
directs INCAP’s Fort Worth and San Antonio land
acquisition and development program

« Kyle Oudt, Vice President, Asset Management

whs Office of Economic Development 19
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