DATE

TO

SUBJECT

Memorandum

bt
e
omka s
[

December 4, 2009

Members of the Economic Development Committe@sl3 DEC -3 PH L
Tennell Atkins (Vice-Chair), Dwaine Caraway, Jerry R. Allen,

34 CITY OF DALLAS

U,

Sheffield Kadane, Ann Margolin, Linda Koop, Steve Salazart Ui i FET

DALLAS, TEXAS

Economic Development Committee
Monday, December 7, 2009, 9:30 - 11:30 a.m.
1500 Marilla Street, City Hall, Room 6ES, Dallas, Texas 75201

AGENDA
1. Approval of November 2, 2009 Minutes of the Economic Development Committee
2. Gulfstream Aerospace Corporation Dan Weber, Director
Proposed Termination of Ground Aviation
Lease at Love Field (Estimated time 15 minutes)
3. Purchase option for the former JCPenney Hammond Perot, Assistant Director
Property at Southwest Center Mall Office of Economic Development
(Estimated time 15 minutes)
4. Deal Points for Development and Paul Dyer, Director
Endowment Agreements for Belo Garden Park & Recreation Department

(Estimated time 15 minutes)

5. Upcoming agenda items for December, 2009

NEC Lake June & Masters, L.P., Economic Development Grant Amendment

The Beat at South Side Station — Amendment to the Development Agreement — Cedars TIF
District

Authorize an amendment to the Development Agreement with INCAP Master Development,
LLC (Davis Garden TIF District)

Historic Preservation Tax Incentive - 501 2" Avenue

Business Inclusion and Development Performance Report (For Information Only)

La Reunion Phase | - Amendment to the Development Agreement — Fort Worth Avenue TIF
District (January 13, 2010 Agenda ltem)

Deep Ellum Warehouse, Ltd. — Amendment to the Development Agreement — Deep Ellum TIF
District (January 13, 2010 Agenda ltem)

Ron Natinsky, Chair
Economic Development Committee

C: The Honocrable Mayor and Members of the City Council Forest Turner, Assistant City Manager
Mary K. Suhm, City Manager Jill A. Jordan, P.E., Assistant City Manager
Deborah Watkins, City Secretary Jeanne Chipperfield, Director, OFS

Tom Perkins, City Attorney Dave Cook, Chief Financial Officer, OFS
Craig Kinton, City Auditor Karl Zavitkovsky, Director, OED

Judge C. Victor Lander, Administrative Judge Municipal Court Hammond Perot, Asst. Director, OED

Ryan S. Evans, First Assistant City Manager

Helena Stevens-Thompson, Asst. to the CMO

A.C. Gonzalez, Assistant City Manager

Dallas - Together, we do it better



A closed session may be held if the discussion on any of the above agenda
Items concerns one of the following:

1. Contemplated or pending litigation, or matters where legal advice is
requested to the City Attorney. Section 551.071 of the Texas Open
Meetings Act.

2. The Purchase, exchange, lease or value of real property,

deliberation in an Open Meeting would have a detrimental affect on the
position of the City in negotiations with a third person. Section 551.072 of

the Texas Open Meetings Act.

3. A contract for a prospective gift or donation to the City, if deliberation in an
Open Meeting would have a detrimental affect on the position of the City
in negotiations with a third person. Section 551.073 of the Texas Open

Meetings Act.

4. Personnel matters involving appointments, employment, evaluation,
reassignment, duties, discipline or dismissal of a public officer or
employee or to hear a complaint against an officer or employee. Section

551.074 of the Texas Open Meetings Act.

5. The deployment or specific occasions for implementation of security
personnel or device. Section 551.076 of the Texas Open Meetings Act.

6. Deliberations regarding Economic Development negotiations. Section

551.087 of the Texas Open Meeting Act.






























Gulfstream (General Dynamics Aviation =
Services) Sublease from Signature
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Gulfstream DAS
Cedar Sprmgs Leases
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DALLAS AIRPORT SYSTEM

Ground Lease
(Subject of Briefing )

* Former Ampco Parking site

« Effective July 1, 2008

* 40 year term

* Gulfstream owns improvements they construct

* $20M capital investment within 2 yrs

* $86,222, annual rent (starts upon completion
of construction or 2 yrs)

* 50% sublease/assignment rent sharing

* 269,446 square feet of land (6.18 acres)

« Survival of the obligation to pay rent, but not
the $20M capital investment, if lease is
terminated

« City may terminate lease for failure to ‘ 6

‘431 complete capital investment A

Consolidated Lease
(Parcels A,B,C)

» Effective February 1, 2008

* 20 year term, plus 4 five-year options

+ Consolidates 2 existing leases into 1 with
common term

» $825,775, annual rent

* 680,000 square feet of land (15.6 acres)
* 10-year Right of First Offer to lease
adjacent land when available

« $5,000, annually

Lok
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Effects of Economic Recession ...icioen e

Feb 2009 — Gulfstream informed staff demand has weakened
— Called into question the need for planned paint hangar
— Has invested $1.8 million into hangar development

Mar 2009 — Gulfstream advised impact at Love Field
— Reduction in Force
— Immediate scaling back of hangar construction plans
— Consider extending hangar completion date or terminate lease

Jun 2009 — Gulfstream updated staff

— Reduction in force approximately 1,200 employees nationwide

— Workforce at Love Field reduced approximately 60% (500 employees)
— Aircraft completions at Love Field down from 70 aircraft to 12
— Terminating all paint operations at Love Field

Oct 2009 — Gulfstream advised unable to commit to hangar




Media Reports Effects N hAQ
Are Industry-wide o

« “Business jet deliveries hit by economic meltdown”

— “The harsh global economic environment is having a heavy impact on
the outlook for business aircraft deliveries in the coming decade says
the market forecast from the Teal Group”

* (Flight Daily News — 5/12/09)

« “General aviation deliveries down 41.1 percent”

— “...Cessna Aircraft Co. has cut 8,200 jobs companywide, Hawker
Beechcraft Corp. has shed 2,800 jobs and Bombardier Learjet has laid
off around 820 employees from its Wichita plant.”

* (Wichita Business Journal — 7/6/09)

- “Hawker Beechcraft warns more layoffs coming”

- “...warned employees in a letter that more layoffs are coming, due to
continued “significant economic challenges” in its worldwide general and
business aviation marketplace.”

» (Aviation Daily — 8/14/09)




| NAQ
Evaluation Factors T Y

Gulfstream affirmed its commitment to Love Field
— 20-year term on Consolidated Lease ($825K annual rent — incr. $445K)
— Subleasing 3 hangars from Signature Flight Support

— Demonstrated commitment to hangar with $1.8M investment before
recession effects

« Recession clearly affecting entire industry in similar way

* Negotiation of the lease resulted in significant benefit to City

— Establishment of airfield access to hangar site — a former parking lot —
adding 6+acres of new developable aviation land

* Regaining control of land will enable City to market aviation use
while receiving interim benefits




Gulfstream Leases
Long-term City Benefits

Changes in Leases

Lease 1, 1978-2008
Consolidated

Lease Sublease, 1989-2023

Ground Lease
*Effective Jun 2010

. Net Rent Increase — $445,350

Previous

Annual
Rent

$234,488

$145,937

N/A

New

Lease

Rent

$679,838

$145,937

$ 86,222 *

New

Term

20+4/5 yr.

20+4/5 yr.

40 yr

NAQ

ﬁ

DALLAS AIRPORT SYSTEM

Net

Change

$445,350

N/A

. Retention of Tenant: Successful negotiation of ground lease included the retention and consolidation of 2

adjacent leases (Lease 1 and Sublease) at higher rental revenues and for extended term.

. Expansion of Aviation Property: The negotiation of public airfield access taxilane through the consolidated lease
property to the paint hangar ground lease, thereby converting a former auto parking lot to 6 acre aviation site

. Immediate Interim Uses: 1) Possible m-t-m lease of small portion to Car Rental tenant, and 2) LFMP use, saving

approx $2 M in program cost for prep of alternative site.
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Recommendation -

o Staff recommends termination of the Gulfstream
Aerospace Corporation Ground Lease

— Relieve Gulfstream of obligation made unviable by recession

— Enable City to temporarily use the land for the Love Field
Modernization Program and rent car expansion

— Market land for aviation use long term

« NEXT STEPS

— City Council consideration to authorize City Manager to execute
Termination Agreement — December 9, 2009 Agenda
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CITY OF DALLAS

December 4, 2009

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

Purchase option for the former JCPenney Property at Southwest Center Mall
On Monday, December 7, 2009, you will be briefed on a purchase option for the

former JCPenney property at Southwest Center Mall. Briefing material is
attached.

have any questions, please contact me at (214) 670-3314.

l\\ \&0nzalez
Assistant City Manager

C: The Honorable Mayor and Members of the City Council
Mary K. Suhm, City Manager
Deborah Watkins, City Secretary
Tom Perkins, 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, Director, Office of Financial Services
Dave Cook, 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



Purchase Option for Former JCPenney
Property at Southwest Center Mall

Economic Development Committee
December 7, 2009
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Purpose

* Present background on Southwest Center Mall and review
recent ULI Advisory Services Panel recommendations

 Present to the Committee a proposed purchase option for
the former JCPenney property located at Southwest Center
Mall

* Receive a recommendation from the Committee on the
proposed option agreement and implementation of ULI
Advisory Services Panel Report

-
City of Dallas 2

Office of Economic Development
www.Dallas-EcoDev.org



Background on Southwest Center Mall

e Facility built in 1975 by Debartalo Company as Redbird Mall
e 1.1 million s.f. on 96 acres with five anchor tenant properties
e Renamed Southwest Center Mall in 2001 in effort to rebrand facility

e Current anchor tenants include:
— Burlington Coat Factory ( replaced Montgomery Ward in 2001)

- Macy’s (Foley’s rebranded in 2006 when May Company was purchased by
Federated Department Store)

- Sears

e Vacant anchor space includes:
- JCPenney (vacated 2001) - relocated to Cedar Hill
- Dillard’s (vacated 2006) - relocated to Cedar Hill

* In-line portion of mall is currently owned by a joint venture of Madison
Capital and CityView Commercial

-
City of Dallas 3

Office of Economic Development
www.Dallas-EcoDev.org



Review of ULI Advisory Services Panel

 Southern Dallas Task Force Southwest Oak Cliff Work
Team identified redevelopment of Southwest Center
Mall as their top priority

 Nine member Advisory Services Panel spent five (5) days
in Dallas examining Southwest Center Mall

Received in advance an in-depth briefing package

Toured Southwest Center Mall, and other neighborhood and
retail developments

Interviewed over 70 community members, stakeholders and
public officials

Presented an oral summary of findings and recommendations
to the community on June 19t

The Panel’s formal written report issued in October (hard copy
provided under separate cover)

-
City of Dallas 4

Office of Economic Development
www.Dallas-EcoDev.org



Panel Findings

 The market: too weak to justify private investment in redevelopment
without public investment.

e Site: There are six major property owners: Independent and
Interdependent.

 There really is no existing vision or comprehensive redevelopment plan.

e The community strongly supports revitalization of the property as a
community resource, but no consensus on mixture of uses.

 The site has poor access, limiting its market potential.

e There are community concerns about the City’s commitment to help
with revitalization.

 Limited window to keep SWC Mall as a viable retail site; immediate
action needed.
- Anchor stores may abandon the mall soon if nothing is done

-
City of Dallas 5

Office of Economic Development
www.Dallas-EcoDev.org



Ownership Puzzle

. O
«Madison Capital
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City of Dallas

Office of Economic Development
www.Dallas-EcoDev.org




Primary Panel Recommendations

o City buys or facilitates purchase of Dillards and JCPenney parcels
and initiates high level conversations with remaining anchors

- Consolidate ownership and gain control of site
— Assure existing anchors of City’s interest in redeveloping the site

 Form an expanded tax increment financing district, including
Executive Airport, to support public investment in site redevelopment,
job creation and housing rehabilitation

 Formalize a community-based vision and redevelopment plan that
articulates development options and produces zoning consistent with
the vision/plan

e After the community-based revitalization strategy is created, recruit a
developer or developers to implement the plan

* Negotiate public private and civic partnerships that address the
viability of the development

-
City of Dallas 7

Office of Economic Development
www.Dallas-EcoDev.org



Activity Since ULI Panel Findings

 Madison Capital formed joint venture with CityView Commercial as
owner of in-line store mall property (see Appendix for company
background).

- Opens dialogue with City and community leaders - participates in townhall
meeting

— Proactive initiatives directed toward re-tenanting and stabilization of
existing in-line stores
e “Fiesta Mundo” concept proposed for Dillard’s property (in due
diligence period of land acquisition).
 “Flea market” proposal for long-term lease made to ownership of
former JCPenney property (allowable use under current zoning).

o Staff negotiated option to purchase JCPenney building with owner to
avoid this undesirable use

— Parallel discussions with potential redevelopment partners for JCPenney
site

-
City of Dallas 8

Office of Economic Development
www.Dallas-EcoDev.org















Appendix

o CityView Commercial is the real estate arm for Jimmy Jazz
Corporation (owned by James “Jimmy” Khezrie).

 Jimmy Jazz is a leading national urban apparel and
footwear chain comprised of 200 stores in 18 states.

e Jimmy Jazz/CityView is also a major real estate investor.

- Owns/manages over 5 million s.f. of retail properties including
malls, strip centers and street assets. Examples include: State
Street Shops (IL), Military Circle Mall (VA), South Dekalb Mall (GA),
Tri County Mall (OH), 125th Street (NY), Overbrook Plaza,
Philadelphia (PA) Frazer (SC), Malvern (PA), etc.

- Owns and manages over 500 apartments in Jersey City (NJ).

-
City of Dallas 13

Office of Economic Development
www.Dallas-EcoDev.org
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CITY OF DALLAS
oare December 4, 2009

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

suseer  “Deal Points for Development and Endowment Agreements for Belo Garden”

On Monday, December 7, 2009, you will be briefed on the “Deal Points for
Development and Endowment Agreements for Belo Garden”. The briefing material
is attached.

Should you have any questions, please contact me at (214) 670-4071.

Fad D

Paul D. Dyer, Dirggtor
Park and Recreation

¢: The Honorable Mayor and Members of the City Council
Mary K. Suhm, City Manager
Deborah Watkins, City Secretary
Tom Perkins, City Attorney
Craig Kinton, City Auditor
Judge C. Victor Lander, Judiciary
Ryan S. Evans, First Assistant City Manager
Forest Turner, Assistant City Manager
Jill A. Jordan, P.E., Assistant City Manager
Jeanne Chipperfield, Director, Office of Financial Services
David Cook, 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



Deal Points
for
Development and Endowment
Agreements
for

Belo Garden

Economic Development Committee
December 7, 2009
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Purpose of Briefing

* Present and receive concurrence on the
terms for a development agreement with
Belo Corp. and The Belo Foundation and an
endowment agreement with Maureen and
Robert Decherd for Belo Garden




Project Background

 The proposed 1.6 acre site consists of:

— 1.5-acre site bounded by Main, Griffin and
Commerce Streets

— 0.1-acre pedestrian walkway known as “Murphy’s
Crossing”

* One of three proposed “core parks” in the
City’s Downtown Parks Master Plan

e 2006 Bond Program included $6.5M
allocation for this project as matching funds




Project Background
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Exhibit A
Belo Garden "Premises”

Premises Includes:
Acquisition Parcels (park land)

Murphy's Crossing (street right-of-way)
Existing Sidewalk Areas

Existing Sidewalk Areas

e




Project Background

 The Park and Recreation Department
developed a public/private partnership with
Belo Corp. and The Belo Foundation to fund
the design and construction of a new park on
this site

« Additionally, Maureen and Robert Decherd
have established a permanent endowment
fund for major capital repairs for the park




Naming Rights

e In consideration of the Donors, the park
shall be named Belo Garden to honor and
recognize the contributions of Alfred
Horatio Belo and of the employees of Belo
Corp. and A. H. Belo Corporation to the
City of Dallas

e This naming was established in
accordance with the “Criteria for
Establishing Capital Development
Partnerships for New Downtown Parks” —
adopted by the Park and Recreation Board
in 2004
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Project Background

« Belo Corp. and The Be
have deposited $5.5 mil
Garden Fund at The Da

o0 Foundation
lon In the Belo
las Foundation

e Maureen and Robert Decherd have
deposited $1 million in the Belo Garden

Permanent Endowment
Foundation

Fund at The Dallas

e Total private donations deposited at The
Dallas Foundation - $6.5 million
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Funding Sources

City of Dallas
(2003 and 2006 Bond Programs)

Grants and Other Sources
Belo Corp.

The Belo Foundation
Maureen and Robert Decherd

Total Project Funding

$7.1M
$0.9M
$3.0M
$2.5M
$1.0M

$14.5M



Funding Allocation

_and Acquisition and Environmental

Remediation (city) $8.0M
e Design and Construction
(Belo Corp., The Belo Foundation) $5.5|\/|

 Major Repair and Capital
Improvement Endowment
(Maureen and Robert Decherd) $1.0|\/|

Total Funding Allocation $14.5M

By



Acquisition and Remediation

 The City has acquired fee simple title to the
site

* The City Is responsible for preparation of
the site prior to construction of the park by
Belo. This consists of:

— Environmental remediation - estimated to be $2
million (A design contract for the remediation Is
currently underway)

— Provide the site as a “building site” by May 1,
2010, which will permit Belo to begin
construction of Belo Garden
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Acquisition and Remediation

— Updated cost estimates for the remediation
work will be finalized in December 2009

— Based upon these estimates the City will
determine if there is adequate funding for
environmental remediation of the site

— Should adequate funding not be available is
remediation, the City has the right, until
January 31, 2010, to terminate the agreements

%
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Design and Construction

* Belo is responsible for the design and
construction of the park

 Belo has engaged Hargreaves
Associates, a nationally recognized
Landscape Architecture firm, to develop a
master plan and the deS|gn for Belo
Garden

9
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Master Plan

Main Street

Commerce Street



Master Plan

Griffin and Main St. Entrance




Master Plan
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Master Plan




Design and Construction

e Contracts managed by Belo shall:

— Contain insurance and payment and
performance bond provisions under limits
acceptable to the City

— Release, indemnify and hold the City harmless

— Obligate the firm or contractor to comply with all
applicable local, state and federal laws

— Use good faith efforts to meet the goals
established in the City’s Business Inclusion and
Development (BID) Plan

 Funding for the construction contracts are
currently held in an account at The Dallas

Foundation




Design and Construction

— The Dallas Foundation will disburse the funds
necessary to make payments under the
construction contract

 City will review and approve design and
construction documents

e Construction of Belo Garden must be
completed by the later of one of the
following dates:

— February 28, 2012; or

— 18 months after the completion of
environmental remediation
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Design and Construction

 |f Belo does not meet the above-referenced
deadline, the City may take over
construction of the project

* Upon completion of construction and
acceptance by the City, Belo Garden will
be turned over to the City for maintenance
and operation




Capital Maintenance Endowment

* A permanent endowment has been
established and the income shall be used
for major capital repairs and improvements

 The City and the Decherds shall work
collaboratively to identify major capital
repairs and improvements at Belo Garden,

using income from the endowment as the
funding source




General Operational Terms

|t is the strong desire of the Donors to

Improve the street aesthetics in the area

around Belo Garden and Dealey Plaza

 The Donors have stipulated the following
77
By -

conditions:

— Removal of a total of 22 on-street parking
spaces around the perimeter of Belo Garden
(15 spaces) and along Houston Street adjacent
to Dealey Plaza (7 spaces)

— Prohibit street advertising within or around the
perimeter of Belo Garden



Belo Garden On-Street Parking







General Operational Terms

* In the event of a permanent closure of Belo
Garden the City shall seek and designate a
substitute site of comparable size and
design for a “substitute” park

 The term for the Development Agreement
IS one year after the completion of
construction of Belo Garden

 The term for the Endowment Agreement
IS 99 years, unless terminated at an earlier
date (e.g., the endowment ceases to exist
or the income from the endowment is no
longer available)
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Project Schedule

Complete construction
documents and permitting for
environmental remediation February 2010

Advertise for bids March 2010
City Council contract award April 2010
Start remediation May 2010
Complete remediation July 2010
Deliver “clean” site to Belo
for construction July 2010
Start park construction (Belo)  August 2010
Complete construction February 2012
or earlier



Next Steps

« City Council consideration

of approval of
Development Agreement
and Endowment

Agreement December 9, 2009

By -
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