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DATE:	September 26, 2014

TO:	City Council and Port Authority Board

FROM:	Mark Bernhardson, City Manager
	Schane Rudlang, Port Authority Administrator

RE:	Alpha Business Center Parcel B – Agreement Outline



Attachments:
A. Area and Parcel Map
B. Draft Site Plan – Alpha B

Key Issues and Questions
1. Consider terms of proposed public investment and land sale

Background
The South Loop District Plan describes Lindau Lane as a pedestrian oriented development spine connecting two signature developments in the South Loop District—the Mall of America and McGough’s Bloomington Central Station.  In May 2010, the City of Bloomington acquired the Alpha Business Center parcels to obtain rights-of-way to extend Lindau Lane from 24th Avenue to 30th Avenue. Construction of Lindau Lane adjacent to the Alpha A and B parcels was substantially completed this year leaving two vacant parcels adjacent to 24th Avenue and the Mall of America.  The City authorized the Bloomington Port Authority (Port) to market the Alpha parcel(s) – additionally the Interstate Diesel parcels will be available for sale in the 2015-18 timeframe along with the Alpha 5 parcel.  Alpha Parcel A is approximately 2 acres on the north side of the new “Lindau Link” and Terratron Development is building a hotel on this parcel.   Alpha Parcel B is approximately 4.5 acres on the south side of Lindau Link (see Attachment A). 

In 2010 the City paid $18.10 per square foot for the all of the Alpha parcels.  The City transferred the property to the Port for marketing, sale and securing development consistent with the South Loop District Plan.  Residential development is not allowed in this area due to the airport runway protection zone.  Before selling the parcels, the Port is required to obtain the City Council’s consent.  

The Port issued a Request for Qualifications (RFQ) for Alpha A and B, and received one response from Terratron Development out of Park City, Utah.  The RFQ was publicly posted on the City’s website, and eight developers were contacted and notified about the RFQ.  The RFQ process is flexible and is distinctly different from a proposal process in that it allows the Port and the developer to negotiate and better refine the proposed development and deal points after the RFQ submission.  

Joint meetings of the City Council and Port Authority on July 17, 2013 and August 19, 2013, resulted in Terratron being selected as the developer, and Alpha A is now under construction with TownPlace Suites hotel with 118 rooms and a public plaza.  During the joint meetings, the boards requested the developer and staff explore increased density and mixed-use on the larger Alpha B site than that proposed by Terratron, while noting that doing so would likely require some public investment.  

Alpha B Proposed Development
Over the past year, staff and Terratron have been refining the Alpha B site plan (see Attachment B) and financial projections.  The current site plan is attached and includes: 
· Hotel - 140-room 
· Coffee Shop – 2,200 sf
· Restaurant – 9,000 sf
· Grocery or pharmacy – 13,000 sf
· Shared parking ramp – minimum 180 spaces

Terratron is in the final phases of securing tenants and hotel flags for the project components, with the exception of the grocery/pharmacy, which is proving more difficult.  Staff and the developer have explored numerous grocery/pharmacy options without any interest at this time.  It simply does not fit into the standard/typical grocery or pharmacy business model.  If a user is not secured in the next 30-60 days, we will consider phasing the development so that land is saved for the grocery/pharmacy use that is highly desired by both hotel guests in South Loop as well as existing prospective residents.  

Staff has performed a Needs Analysis on the developer’s proforma.  Given the density, land uses and parking demand of the proposed project, the need for public investment is apparent in order for market rates of return to be realized.

Development Agreement Terms
The following terms are proposed for the Alpha B site:
· Developer agrees to build a hotel, coffee shop and restaurant ($25M private cost without grocery/pharmacy)
· Developer purchase land for market rate (about $20 per square foot)
· City/Port agree to fund parking structure 
· Structured parking funded by the South Loop Development Fund ($3-6.4M depending on final space count)
· Public private (simple) ratio of 12% (without grocery/pharmacy)
· Developer pays other ‘normal’ entitlement costs such as park dedication
· Public Plaza Agreement modeled after Alpha A Plaza
· Maintenance by developer
· Capital costs paid by City
· City retains plaza easement 
· Purchase price reduced by $10 per square foot for this easement
· Recapture Agreement 
· Requires payback of up to 50% of public investment if above-market rates of return are realized
· Mandatory lookback at five years from stabilization or sale after stabilization
· Phased Grocery/Pharmacy Site	
· Developer has two years to find grocery/pharmacy tenant
· If developer is unsuccessful, Port has two years to secure grocery/pharmacy tenant
· If Port is unsuccessful, Port may develop any allowed use

Schedule
[bookmark: _GoBack]The current schedule for the project is to complete development agreements in the fall of 2014 and begin construction in the spring of 2015.

Recommendation
Staff supports moving forward with the project as outlined above and is seeking feedback from the City Council and Port Authority as to whether there is support for the present direction to move forward.  


Attachment A: Alpha Area and Parcel Map 
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