
Term Sheet
City of Hallandale Beach

The Village at Gulfstream: Dedication of Increment
The City of Hallandale Beach (City) has assessed the request from The Village at Gulfstream LLC (The Village) for a long term dedication of a portion of the City’s Community Redevelopment Agency (CRA) tax increment to assist the Village project.  In light of the City’s assessment and given the difficult current economic environment and highly competitive market to attract credit retail tenants in Southeastern Broward and Northeastern Miami Dade Counties, the City of Hallandale Beach will consider rebating a portion of the Village at Gulfstream self produced tax increment to the project under the following terms and conditions.  This term sheet will form the basis of a more detailed development agreement which will be subject to negotiation between the City Manager and the Village at Gulfstream once the CRA Board authorizes the City Manager to negotiate and enter into such development agreement.  The proposed structure is aimed at enhancing the broad economic benefits which the Village project should generate in the City and CRA while at the same time provide the City with the ability to recapture its investment of increment should the project perform better than currently projected once market conditions improve.  

On an annual basis, and until such time as the CRA sunsets or 2026 whichever is sooner, the CRA will rebate to The Village at Gulfstream LLC the lesser of $900,000 or 50 percent of the total CRA increment collected from all tax districts and which has been generated within the LAC area.  The base year for calculation of increment shall be 2005.  To further the development of future phases of the LAC, the City Manager may authorize a rebate of additional increment.  However, at no time shall such rebate of increment exceed 50 percent of the total increment generated within the LAC.
The dedication of increment is subject to the following conditions:

1. Tenant Commitments - By April of 2010, at least 50% (calculated as percent of total retail square feet) of the tenants on the list (or other tenants considered by the City to be substantially like those on the list) provided by The Village at Gulfstream to the Economic Development Director must be open for business.  Of these tenants, at least three of these tenants must occupy greater than 15,000 square feet of space each.   Additionally, for any proportion of the 50 percent of space not occupied and open-for-business by the list of retailers on April of 2010, the City will withhold a prorated amount of the increment (less a reasonable allowance for vacancy) to be rebated to the development until such time as the space is occupied and open-for-business; 
2. Cash-on-Cost Threshold - On an annual basis and prior to the rebate of any tax increment a “cash-on-cost” calculation shall be performed.    Except as otherwise described in this term sheet, the cash-on-cost calculation will be the quotient of net operating income (to be defined in the development agreement) generated in the LAC divided by private investment in the LAC including third party financing plus the nominal value of equity.  Not to be included in denominator will be any CDD funded/financed amounts or public sector investment of any kind.     If the quotient is greater than 9 percent, the CRA will not rebate any increment for that year to The Village project.  Additionally, if the quotient is greater than 9 percent, the CRA will be entitled to a recapture of any increment paid in prior years (plus interest as outlined below) equal to 50 percent of net operating income over and above the net operating income baseline necessary to meet the 9 percent threshold.   At no time shall the CRA be entitled to any income in addition to what it has rebated to the development plus interest.   If the quotient of the calculation is less than 9 percent, the CRA will rebate only such amount as is necessary for the calculation to achieve a 9 percent cash-on-cost for the year up to the $900,000 rebate limit.  The threshold return will be cumulative in that shortfalls, if they should exist, between the actual return and 9 percent after the rebate of the maximum amount of increment will be “bankable” at the nominal amount of the shortfall.
3. Interest Calculation – Interest on increment shall accrue annually at a rate equivalent to the current T Rowe Price Index Rate of a 2-year Guaranteed Investment Contract (2-year GIC) which is currently 3.71 percent.
4. Other LAC District Revenue – Given that it is likely there may be additional revenue within the LAC boundaries than that produced from the retail and office elements of the project now under construction, all revenue including but not limited to rental income, parking, sponsorships, signage, events, sublease income, etc which occurs within the LAC area outside of the Phase I project will be considered as income and associated net operating income will be included in the basis for calculating cash-on-cost as detailed above.    To the extent that there is additional private capital cost incurred or financed by The Village project such investment will be added to the denominator for purposes of calculating cash-on-cost.    The development agreement will also specifically address the treatment of cash from the sale of the Village’s lease interest in parcels within the LAC as well as the sale of assets owned by the Village at Gulfstream LLC.   
5. Cessation of City’s Obligation to Rebate Increment - Should the Village at Gulfstream LLC sell its interest in the current project under construction and/or all of its assets within the LAC, the CRA will cease to be obligated to rebate increment to the Village.    Additionally, if and when the Village at Gulfstream is able to fully refund to the City any outstanding increment plus interest, the obligation of the CRA to rebate increment to the Village of Gulfstream project shall cease for future year shortfalls to the extent they exist.   Finally, should the project meet the 9 percent cash-on-cost threshold for three years after opening without any rebate of increment, the City’s obligation to rebate increment shall cease.  

6. End of CRA Valuation – In 2026 or the year in which the CRA sunsets, if sooner, if the City has a balance of outstanding increment and interest which has not be refunded by the Village at Gulfstream and the assets have not been sold prior to that date, a valuation of all of the Village at Gulfstream LLC assets will take place under terms to be outlined in the development agreement, and the cash-on-cost calculation and thresholds shall be applied under the provisions of the development agreement assuming that a sale had actually occurred.  

7. Repayment of Rebated Increment – The Village at Gulfstream Park will have the right to repay any increment plus associated interest rebated to the project at any time. 

8. Right to Audit – The City shall have the right to audit the books of The Village at Gulfstream and all individual phases of development owned or controlled by The Village at Gulfstream or its members and affiliates. 

9. Related Party Agreements and Transactions – The development agreement will lay out terms for the requirements for notification, review, and restrictions associated with related party agreements and transactions both associated with the development and operating phases of the LAC project.  Generally however, the Village, members of the Village and associated entities will be restricted from entering into future agreements and transactions with the Village and CDD which are not consistent with what could be achieved in an arms length transaction/agreement with a equivalent third party provider.
10. Approval - All members of The Village at Gulfstream joint venture must independently approve of entering into the development agreement with the CRA.
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