COUNCIL COMMUNICATION
Number: 20-138 Meeting: March 23, 2020
rDESMOI\.

Agenda Item: 32 Roll Call:  20-0532
Submitted by: Erin Olson-Douglas, Economic Development Director
AGENDA HEADING:

Resolution approving preliminary terms of an Urban Renewal Development Agreement with Reagan
House, LLC, for the historic renovation of three (3) multi-family apartment buildings at 2801 Grand
Avenue.

SYNOPSIS:

Reagan House, LLC (Tim Rypma, Paul Cownie and Jeremy Cortright, Development Members, 512 Y2
East Grand Avenue, Des Moines, 1A 50309) is proposing a historic renovation of three (3) multi-
family apartment buildings located at 2801 Grand Avenue. The buildings contain a total of 47
apartment units that are a mix of efficiencies and 1-bedroom units. Total project costs are estimated at
$7.7 million and would begin construction in July/August of 2020.

The Office of Economic Development has negotiated preliminary terms of an urban renewal
development agreement with Reagan House, LLC, which provides for tax increment to serve as a core
mechanism for responding to a financing gap, as presented by the development team, in preserving
50% of the apartment units at a variety of affordable rates. Additional details on the preliminary terms
are provided in the fiscal impact and additional information sections below.

FISCAL IMPACT:

Amount: The improvements will be eligible for the 10-year, 100% residential rehabilitation tax
abatement schedule. The financial terms propose $1,395,000 in tax-increment financing incentives on
a cash basis ($994,627 on a net present value {NPV} at a 4% discount rate) to be paid in years 1-13.

Year Estimated Taxes | Estimated Taxes Estimated Estimated Net
Received without Received with Incentive Paid Taxes Received
Project* Project*
Sum 10 Years $520,419 $636,284 $760,000 $(123,716)
Sum 20 Years $1,092,244 $2,509,377 $1,395,000 $1,114,377
Sum 30 Years $1,802,394 $4,679,465 $1,395,000 $3,284,465

*Taxes include all property taxing authorities (not just City property tax dollars).
*Taxes received estimates used the following assumptions: 2.5% growth in re-assessment years, 1.5%
growth in non-re-assessment years.
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*Building and land valuation assumptions at completion of construction:
$5,250,000 multi-residential building valuation
$134,000 land assessment

Funding Source: Tax Increment generated by the Ingersoll Grand Commercial Urban Renewal Area

ADDITIONAL INFORMATION:

e The buildings were originally constructed in 1917, 1920 and 1921. The property has a current
assessment of $1,376,000 for the buildings and $134,000 for the land for a total current
assessment of $1,510,000.

e The development team is seeking State and Federal Historic Tax Credits, and all work will be
undertaken following the Secretary of the Interior’s Standards and Guidelines for Historic
Rehabilitation. The development team is currently working with the State Historic
Preservation Office (SHPO) on design requirements.

e The Development Agreement will include an affordability component that requires a minimum
of 10% of the units (five {5} units) to be capped at the 50% HOME rent limits and restricted to
households earning 50% or less of the area median income. A minimum of 40% of the units
(19 units) will be capped at the 65% HOME rent limits and will be restricted to households
earning 80% or less of the area median income. The remaining 50% of the units (23 units) will
be market driven and will have no development agreement restrictions on rents or incomes.

e The Development Agreement will require participation in and compliance with MidAmerican
Energy’s Commercial New Construction Energy Efficiently Program.

e The Development Agreement will also require the installation of a minimum of two (2) electric
vehicle charging stations on site.
PREVIOUS COUNCIL ACTION(S): NONE

BOARD/COMMISSION ACTION(S): NONE

ANTICIPATED ACTIONS AND FUTURE COMMITMENTS:

e Urban Design Review Board
e City Council — Final Terms of an Urban Renewal Development Agreement

For more information on this and other agenda items, please call the City Clerk’s Office at 515-283-4209 or visit the
Clerk’s Office on the first floor of City Hall, 400 Robert D Ray Drive. Council agendas are available to the public at the
City Clerk’s Office on Thursday afternoon preceding Monday’s Council meeting. Citizens can also request to receive
meeting notices and agendas by email by calling the Clerk’s Office or sending their request via email to
cityclerk@dmgov.org.
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