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DATE:	March 18, 2016

TO:	City Council and Port Authority Board

FROM:	Schane Rudlang, Port Authority Administrator

RE:	Ramada/Thunderbird Site Acquisition


Background
The Thunderbird/Ramada Site (Ramada) at 24th Avenue and Interstate 494 is a prominent entrance to the South Loop District.  The Ramada is owned by Mount Olive Hotel Limited Partnership (Mount Olive) – a group with a majority partner (Len Podheiser) that acts as the representative of the group.  Port Staff has been working with Mr. Podheiser to determine if a sale to the Port Authority is beneficial to both parties.  Mr. Podheiser informed Port Staff that they were negotiating with various developers, but that Mount Olive did not have an agreement with any entity to sell any of the site.  When negotiations with Mr. Podheiser began, a firewall was created between Port Staff and City Planning Staff to stop communication between the two staff groups, so the Port could negotiate with Mount Olive in good faith.  Mount Olive recently held a meeting of its partners and has approved the terms of sale as outlined below.  

Funding
Funding for the property purchase is proposed to come from MOA Fiscal Disparities TIF (FD-TIF).  Specifically, the funds would come from the 90% portion of the MOA FD-TIF, not the 10% of FD-TIF where the Port has broader discretion of its use - as outlined in the approved Term Sheet for the Master Redevelopment Contract with MOA.  Since the funding is subject to the term sheet, an Option and First Refusal Agreement (Option Agreement) with a MOA/Triple 5 entity (Delta Metro Investments or DMI) has been negotiated, whereby DMI agrees to market and develop the site in a manner consistent with both the South Loop District Plan and the MOA's expansion plan.  One could consider this site MOA Phase 3 or 4.  

Both the Ramada Purchase Agreement and the Option Agreement outlined below have been approved by their respective representatives.

Summary of Ramada Purchase Agreement Terms 
The following terms are proposed for the Port’s proposed purchase of the Ramada site:
1) Parties to the Agreement: Port and Mount Olive (City is not a party)
2) Purchase price is $18,500,000 for approximately 11.67 acres (including $250,000 in earnest money)
a) $36.42 per square foot 
i) Not including demolition
3) Port will pay for the building demolition
a) Demolition estimate is $1,000,000 (yielding $38.39 per square foot for clean land)
4) Port would be responsible for $ $320,866 in 2016 property taxes at closing
5) Seller will pay for underground storage tank removal and any environmental soil remediation on the site
a) An escrow account with $500,000 of the purchase price will be established at closing to pay for the costs of tank removal and any related environmental cleanup costs 
6) Sale is contingent on: 
a) Port acceptance of a Phase I and a Phase II environmental site assessments (ESAs) 
b) Acceptable title
7) Seller will cease operation of the hotel prior to the closing and remove all personal property
8) Seller agrees at closing to execute a Relocation Benefits Agreement whereby it will indemnify the Port from any 3rd party claims for relocation assistance 
a) Seller agrees to waive any and all rights to relocation benefits, assistance and services
9) Seller is responsible for labor agreements, contracts, cancelling existing reservations, etc.
10) Closing is set for May 2 or sooner if the Parties agree, but not before a 30-day notice to employees and individuals/groups that have booked rooms or events at the hotel

Summary of MOA Option Agreement 
The following terms are proposed for the Option Agreement:
1) Parties to the Agreement: Port, City and DMI
2) Port will use FD-TIF funds to purchase the Ramada property (from the 90% portion)
3) DMI has five years to exclusively market or develop the property for redevelopment 
4) Development of the property requires:
a) Consistency with South Loop District Plan and compatibility with MOA expansion plan 
b) Integration with existing and planned development elements of the 24th Avenue corridor
c) Minimum floor area ratio (FAR) of 0.5 (which could be waived if the parties mutually agree)
d) Thunderbird Road ROW Dedication
i) Right-of-way needed is approximately 2 acres
(1) Thunderbird Road would shift to the East to minimize ROW acquisition on the adjacent Marriott
5) Net land sale proceeds will be returned to the original funding source (original price plus demo costs minus right-of-way dedication)
6) DMI to start construction on development within one year of execution of development and purchase agreement
7) If DMI does not exercise its option during the five-year option period, DMI has right of first refusal for an additional five years 
a) After option period, Port markets property to third parties and DMI can match offer under the same development requirements listed above for five years

Other Considerations
Sale and demolition of the ‘Old Thunderbird’ is likely to be newsworthy.  Everyone seems to have a story about something interesting occurring there.  While Mount Olive has been marketing the site for some time, closing of the hotel will come as a surprise to some people.  The agreement requires a minimum of a 30-day notice for employees and individuals/groups that have booked rooms or events at the hotel.

Purchase Price
There are comparable sales along the 494 Corridor in the range that the Port would be paying, but the cost per square foot is on the higher end of the range.   Staff has consulted at length with the City Assessor and others to ensure the price is appropriate.  Beyond the simple purchase price calculation, the Port’s purchase has the valuable benefits of giving the City control of the site’s development (preventing suboptimal land use) and reducing the City and State’s future ROW land acquisition cost for Thunderbird Road access to I-494.  The Thunderbird Road access project is estimated to require approximately two acres; at a minimum of $50 per square foot for land, damages (loss of parking) and legal fees, the costs could easily exceed $4 million.  

Schedule and Contingencies
Closing is required in the agreement to occur on May 2, 2016, or sooner if the Parties agree.  The Purchase Agreement is contingent on a number of items such as acceptable title and environmental review.  

Environmental Phase 1 and Phase 2 Assessments for the site are attached.  There are three on-site underground storage tanks, and nearby leaks that have been previously documented by the MPCA.  Mount Olive is responsible for the tank removal and costs of groundwater contamination.  A Development Response Action Plan will be completed in the future which will be tailored specifically to the type of redevelopment.  








[bookmark: _GoBack]Recommendations
The City Council should consider action before the Port Authority.
City Council
1. Move to approve a resolution approving the option agreement with an MOA entity for the Ramada property substantially in the form attached

Port Authority
1. Move to approve a resolution approving the purchase agreement for the Ramada property substantially in the form attached
1. Move to approve a resolution approving the option agreement with an MOA entity for the Ramada property substantially in the form attached

Attachments:
1. Staff memorandum (this document)
1. Site and Location Map
1. Ramada Purchase Agreement (with Mount Olive)
1. Option and First Refusal Agreement (with Delta Metro Investments a MOA entity) 
1. Environmental Phase 1 and 2 Reports
1. City Council and Port Authority Resolutions of Approval
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