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SPECIAL MEETING AGENDA

CITY COMMISSION, CITY OF HALLANDALE BEACH

MONDAY, NOVEMBER 17, 2008 10:00 A.M.

1. CALL TO ORDER

2. ROLL CALL

3. PLEDGE OF ALLEGIANCE

4. CITY BUSINESS

A. Discussion of the Neighborhood Stabilization Program (Staff: Manager of Intergovernmental Relations)(see backup)CAD# 014/08

B. Consideration of a Request from The Village at Gulfstream Park, LLC (Forest City) Pertaining to the Use of Hallandale Beach Community Redevelopment Agency (CRA)Tax Increment Financing (TIF) Funding for the Village at Gulfstream Park Community Development District (CDD)(Staff: Director, Development Services)(see backup previously provided and additional backup)CAD# 019/02 & CAD# 029/04

C. Special Meeting/Executive Session Pertaining to Labor/Management Negotiations and Benefit Costs (Assistant City Manager)(see backup)

EXECUTIVE SESSION TO BE HELD AS THE LAST ITEM ON THE AGENDA

5. OTHER

4A. CITY OF HALLANDALE BEACH

MEMORANDUM

DATE:

November 6, 2008


TO:

D. Mike Good, City Manager

FROM:
Franklin L. Hileman, Manager of Intergovernmental Relations 

SUBJECT: 
Discussion of a Neighborhood Stabilization Program   CAD#014/08

Purpose: 

The Commission discuss and approve an Action Plan for the City to develop programs to administer the funding the Department of Housing and Urban Development (HUD) has allocated to the City under the Neighborhood Stabilization Program which is an extension of the existing Community Development Block Grant Program.    

Background:

The United Sates Congress has appropriated over $17 Million Dollars to Broward County to be distributed to the Non-Entitlement Cities in the County for the purchase, rehabilitation, resale, land banking and redevelopment of foreclosed properties within the City.  The City has been allocated $1,780,153.00. The City must decide how to make use of those funds and must identify those properties the City intends to target with those funds. The City was required to submit the property list by November 1, 2008 and therefore, the City has already submitted a list of foreclosed properties and the bank owners name to be incorporated into the County’s Action Plan.  The City submitted the list with the proviso that it is a preliminary list and subject to change following the City Commission’s review of the Program. 

Discussion:

On Monday, November 10, 2008, Bobby Robinson on behalf of Development Services, and Franklin Hileman from the City Manager’s Office attended a meeting with the County Housing Finance & Community Development Division to discuss the new Federal Neighborhood Stabilization Program. This is a new program administered by HUD to address the large number of foreclosed properties that are now in virtually every City. Unfortunately, the Program only addresses properties that have already been foreclosed upon and are bank owned. The City has the highest Risk Factor for Foreclosure or Abandonment of all of the non-entitlement cities in the County. The City has been allocated the second highest amount of funding for a total of $1,780,153.00. Of that amount, under the Program guidelines, 25% or $556,617 must be directed to a “Low Income Strategy”, which is a person below 50% of the Average Median Income. The County indicated this could include rental assistance and programs directed at persons who rent or the development of rental properties.

The County has now agreed to enter into a sub-recipient agreement with the City under which the City would administer the program. However, the County wants to retain a portion of the 10% administration funds even though the City will be overseeing the program because the County is still going to have to track and report on the City’s activities. This will be negotiated as part of the agreement. 

The County will present the Action Plan to the County Commission on Thursday, November 13, 2008.  They intend to leave it in its current form and between now and when they go to contract with HUD, they will work with the City’s that opt out and submit an amended Plan incorporating the terms of a sub-recipient agreement.  It is anticipated the contract process with HUD will begin in March and the funding become available in May of 2009.

The City must choose from five eligible Program Activities and in addition, the participants must meet the following requirements:

Eligible Program Activity:

· Acquisition and rehabilitation
- Acquire, rehabilitate and sell to qualified buyer.

· Land Banking - Acquire and hold for up to ten years in an established Land Bank Must be within an established and identified area.

· Demolition – Identify and demolish “blighted “ properties and structures. 

· Redevelopment – Acquire and construct affordable housing and infrastructure for affordable housing to include mixed use and commercial construction 

· Financing mechanisms, i.e. down payment assistance, first time homebuyer type programs

Quoting from the HUD Guide to Neighborhood Stabilization Program (NSP) Eligible Uses

“HUD will not consider requests to allow foreclosure prevention activities, such as refinancing mortgages and paying back taxes; or to allow demolition of structures that are not blighted;  or to allow purchase of residential properties and homes that have not been abandoned or foreclosed upon as provided in HERA and defined in this notice”

Low/Moderate Benefit Recipient Requirements:

· Funds must benefit individuals at or below 120% of Area Median Income (AMI) Broward County is the benchmark not the City.

· 25%  of all funds must be used to benefit individuals at or below 50% of AMI ($556,617 from above)

Other Requirements:

· Homes must be primary residence

· Homes acquired or redeveloped must be sold at or below total cost of activities

· Properties must be purchased at a discount to appraised rate (County aiming for 5% below appraised)

The City’s CRA staff currently identifies and qualifies eligible participants based upon the Average Monthly Income as part of the First Time Homebuyers program and will simply perform the same qualifying process for the NSP. The NSP requires the City to use the Broward County Average Monthly Income figures to determine qualified participants. These qualified participants would also qualify for down payment assistance under the NSP and the City can create a component under the NSP to compliment our existing First Time Homeowner program with a down payment assistance program funded by the NSP. 

Staff has already compiled a list of properties either in the foreclosure process or already foreclosed upon and owned by the bank. As part of the program, CRA and Development Services staff will review these available properties and with City Manager approval identify properties to be targeted for purchase for this program.

The City will purchase properties and perform any necessary rehabilitation and seek to place qualified buyers in these properties. In order to meet the requirement that 25% of 

of the received funding must benefit persons at or below 50% of the AMI, the City will establish a Lease to Buy component within the program. The goal would be to place someone in this income bracket into a house under a Lease/Purchase Agreement and have a portion of the lease payment credited toward the purchase price and allow the balance of the purchase price be reduced to a level that the participant could qualify for a mortgage that he or she can afford and purchase the property.

Properties must be purchased at below market value, (the County is recommending 5% below appraised value). The City must sell the properties at or below the total of the cost to purchase and any cost for rehabilitation. Staff will be targeting properties that can be obtained and meet the affordable housing criteria. A Trust Fund will be created to place the proceeds of any sales by the City of the purchased properties and to continue the Program.

There is no certainty as to how much it would cost to acquire each of the properties on the list and staff is recommending the City allocate the funding like many grant programs do and apply it to the properties in the order of priority until the funds are expended. HUD is requiring that all of these funds must be expended or committed within eighteen months after execution of the grant agreement. The Program is intended to be an ongoing program with those funds received upon the resale of properties by the City to be reinvested in the program. 

Recommendation:

Staff recommends that the City Commission approve an Action Plan as outlined above and authorize the City Manager to create and implement a final Action Plan and enter into negotiations with the County to establish a sub-recipient agreement to incorporate the Action Plan.

Reviewed:

  

_______________________________




__________

D. Mike Good, City Manager






  Date

 

_____Approved                _____Disapproved                _____Hold for Discussion

11/17/08

4B. CITY OF HALLANDALE BEACH

MEMORANDUM

DATE:

November 07, 2008




TO:

D. Mike Good, City Manager

FROM:
Richard D. Cannone, Development Services Director

SUBJECT: 
Consideration of Hallandale Beach Community Redevelopment Agency (CRA) Tax Increment Financing (TIF) investment for the Village at Gulfstream Park - CAD# 019/02

PURPOSE:

Village at Gulfstream Park LLC through their Community Development District (CDD) is seeking a TIF investment from the City/CRA to assist in paying back the bonds issued by the CDD for the Village at Gulfstream Park.  These bonds were issued in order to pay for the cost of infrastructure/open space of the development and other public improvements/mitigations required by the Development of Regional Impact (DRI).

BACKGROUND:

Community Redevelopment Area (CRA) & Tax Increment Financing (TIF)

The City of Hallandale Beach in 1996 designated the area generally bound by I-95, Pembroke Road, NE 14th Avenue and Broward/Miami-Dade border as a Community Redevelopment Area (CRA).  As part of this designation a CRA Plan was established.  In order to carry out the goals of the CRA Plan a funding mechanism was established in accordance with Florida Statutes Chapter 163.  The mechanism set in place for this funding was Tax Increment Financing (TIF).   

The practice of TIF is conceptually simple: an area that has been blighted or is otherwise in need of an economic boost is designated as a CRA. The taxable value of the CRA is then frozen to the value it was on the day of the declaration. The frozen value is usually called the base. All jurisdictions that had taxing authority over the TIF district still have taxing authority over the base. As the district develops, the incremental value of taxes that would have been collected by all of the taxing authorities is retained by the city to carry out the goals of the CRA Plan. This new value is generally called the increment. 

Village at Gulfstream Park

The Village of Gulfstream Park is a multiphase development that qualifies as a Development of Regional Impact.  DRI’s in general classified as “any development which, because of its character, magnitude, or location would have a substantial effect upon the health, safety, or welfare of citizens of more than one county In addition, a Community Development District (CDD) was to provide an alternative method to finance and manage basic services for community development.  In order to pay for the improvements and mitigations amounts outlined in the Development Order and Development Agreement for Phase I,  Forest City through the CDD issued $60 million in tax exempt bonds financed over 30 years. 

Although Staff and the City Commission were not supportive of utilizing TIF in the past for this development, it is Staff’s opinion that due to existing market conditions, the City’s desire to bring the “Town Center” concept to fruition and to provide for needed affordable housing, that the item should be revisited and discussed. 

The City Commission at the June 30, 2008 meeting agreed to revisit this item and unanimously passed a motion “to prepare a draft policy for consideration of the City Commission/CRA Board of Directors for use of CRA TIF funds for public- private partnership projects and authorize the City Manager to bring back specific recommendations (based on the policy) pertaining to the request for CRA TIF funds from the Village at Gulfstream Park Community Development District (CDD).” As part of that motion the City Commission further directed the City Manager to incorporate the following items into the policy/analysis:

1. CRA TIF contributions to the Village at Gulfstream Park CDD are not to exceed a maximum of 50% of the available CRA TIF funds, less the contributions from the South Broward Hospital District and the Children’s Services Council.  Maximum contributions for other projects are subject to negotiations.

2. A full economic analysis shall be performed of the impact of the Village at Gulfstream Park (and for each other project, as applicable), on the surrounding area and how the revenue generated from the project will benefit the community.

3. A full economic analysis shall be performed on the current and future CRA and City budgets if TIF funds are provided since the value within the CRA area can significantly increase over time and the City’s General Fund provides about 50% of the TIF dollars.

4. The economic analysis must demonstrate the impact of current state legislation as well as proposed referendum requirements on City and CRA revenues and include a worst case scenario for City and CRA revenues.

5. The economic analysis must also include the impact on the City/CRA if no TIF assistance is provided to a project and include a worst case scenario for the project and impact on surrounding areas.

6. Consideration of whether CRA TIF allocations are related to the number and type of jobs to be created by a project (this consideration is applicable to the Village at Gulfstream Park CDD project).

7. All entities financially or otherwise involved in a project must participate in the discussion and execution of any agreement pertaining to the use of CRA TIF dollars (for example, Magna Entertainment Corporation must join Forest City and the City in discussions concerning any agreement pertaining to TIF funds for the Village at Gulfstream Park CDD).

8. The City Manager shall conduct other evaluations and analyses as deemed appropriate to ensure the City and the CRA are managed properly and the Community is protected  

DISCUSSION
In order to accomplish these tasks, Staff contracted with Lambert Advisory, LLC.  Lambert Advisory, LLC is based in South Florida and is a leading development advisory firm to municipalities throughout the United States.  Within South Florida, the firm is currently (or recently completed work as) an advisor to the City of Hollywood, City of Homestead, City of Fort Lauderdale and the City of Oakland Park assisting in negotiating the terms of specific TIF Investments.  Beyond South Florida, Lambert is currently advising on policies related to the use of TIF for two of the largest redevelopment districts in the City of Tampa and has worked with municipalities or quasi-governmental bodies related to economic development or tax increment investments in New Orleans, Florida, California, New York, Rhode island, Massachusetts, Texas, Alaska, Virginia, among others.  Lambert was recently selected to provide additional TIF Advisory services to the City of New Orleans.  

Policy Framework

In the past the City’s CRA has focused primarily on the neighborhoods and capital projects with the TIF revenue created since the CRA’s inception.  Many of these projects are funded annually and are identified in the CIP or are programmed as part of the CRA’s housing and small business assistance program or CRA Plan.  What is different with this request is to expand the City’s TIF expenditures to include an investment tool for large scale economic development projects in the city.  

Based upon staff experience and knowledge of national best practices Staff has developed the following as a policy guide that meets the aforementioned City Commission direction.  It is Staff’s intent to use these criteria in finalizing the policy but it serves as a basis to consider and evaluate a TIF investment for large-scale projects.  

A. Need for Public Assistance – In all cases, it is required that the need for public assistance be demonstrated and documented by the developer to the satisfaction of the City. All such documentation, including development budgets, cash flow projections, market studies and other financial and market information, must be submitted by the developer along with an application for public financial assistance. If the request is based on financial gap considerations, the developer will demonstrate the profitability and feasibility of the project (i.e. gross profit, cash flow before taxes, cash-on-cash return, IRR, etc.), both with and without public assistance.

B. Amount of Public Assistance versus Private Investment - All development proposals should seek to maximize the amount of private investment per dollar of public assistance. Public assistance as a percentage of total development costs will be determined for each project (or discrete portion of a project receiving a subsidy) and compared to other development projects or subprojects of similar scope and magnitude whenever possible. 

C. Term of Public Assistance –The term of the public assistance shall be kept to a minimum. The proposed term of any public assistance shall be fully documented and explained to the CRA Board of Directors/City Commission. 

D. Development Benefits and Costs – The direct and indirect benefits of the development proposal shall be determined and quantified to the degree possible. Benefits shall include, but are not limited to, employment benefits (number of jobs retained or created, percentage of jobs held by City residents, wage and salary information, etc.), tax base benefits (estimated market value of new development, new property taxes generated, etc.), housing benefits (number of new rental or ownership units, number of affordable units, etc.), and other benefits relating to transportation, parking, blight remediation, environmental cleanup and historic preservation. 

Costs of the development proposal to the City shall also be identified to the degree possible. Such costs shall include, but are not limited to, additional required infrastructure, required local contributions by the City and the impact on the City’s General Fund of the fiscal disparity contribution election if tax increment financing is used. The timeframe used for these cost estimates should equal the timeframe of the project finance plan and should separately identify any projected recapture of public subsidy. 

E. Recapture of Public Subsidy – It is the City’s goal to recapture all, or a portion, of the public subsidy provided to the extent practical. Methods of recapture shall include, but are not limited to, long-term ground leases, subordinated loans, sale and/or refinancing provisions, and equity participation.


Village at Gulfstream Park Request

Phase I has commenced for The Village at Gulfstream Park and is scheduled to open in October 2009.  This Phase includes approximately 380,000 square feet of retail, 88,000 square feet of office, parking garages to accommodate approximately 1,000 vehicles, which also serves as the podium/foundation for a full service hotel and a multi-story residential structure, as well as associated infrastructure and street improvements.  Total development costs of the Phase I project are estimated to be approximately $250 million with $60.29 million of this amount (approximately $49 million after costs and accrued interest is available for capital cost) financed through Community Development Districts bonds which, while tax exempt, require repayment from project revenue.

The Village of Gulfstream Park is seeking a commitment of upwards of $2.0 million per year from the CRA for the life of the CRA (see Exhibit A).  The proposal to the CRA from Village at Gulfstream Park seeks a phasing of the commitment, with $900,000 committed concurrent with the completion of Phase I including that portion of the overall property currently under construction, an additional $600,000 per year upon completion of a subsequent retail/small cinema phase, and a final $500,000 (for a total of $2.0 million) upon completion of a third phase of development.

Financial Analysis

Staff would like to point out that all information related to this analysis is protected by Florida Statute 288.075.  This Statue provides confidentiality of records by a public economic development agency of a municipality, or the municipal employees assigned the duty to promote the general business or industrial interests of that municipality.  In conjunction, Forest City has submitted a written request that the information held by the economic development agency concerning plans, intentions, or interests remain confidential and exempt from Florida Statute 119.07 (Public Records Law).  This written request is valid for up to 24 months after the date the City receives a request for confidentiality or until the information is otherwise disclosed whichever occurs first. This provision allows the City to protect certain documents and contracts from public view prior to any final negotiations.  Due to concerns with confidentially Lambert Advisory and Staff conducted an “in-camera” review of all financial records needed to carry out the requirements set forth above.
Based upon the information reviewed “in-camera” Lambert Advisory issued the attached report (see attached report from Lambert Advisory dated August 27, 2008).  Due to tightening credit markets and fierce retail competition in the North Miami-Dade – South Broward markets Staff agreed with our consultant recommendation that an investment of TIF funds into this venture is warranted.  

In addition to the “quantitative analysis” Staff also looked at this investment from a “qualitative” perspective.  The Village at Gulfstream Park will be the first lifestyle center in the country built in conjunction with a state-of-the-art thoroughbred horse racing facility and casino. This development will feature unrivaled shopping, dining and entertainment experience for the residents and visitors of the City.  Since conception, The Village at Gulfstream Park has been modeled to become the preeminent leisure, fashion, entertainment and residential destination for South Florida.  

As with any investment there is a certain level of risk involved.  However, the risk involved would be rather than having a preeminent destination center in the City, the development could turn into an “ordinary” shopping center much like many of the existing retail strip centers throughout south Broward and North Miami-Dade Counties.  Given its prominence and scale, The Village of Gulfstream Park will clearly define future investments along Hallandale Beach Boulevard and US1 for the next decade and beyond.  For this reason alone, the City should consider a carefully structured dedication of increment, if in turn, it can obtain confidence that the quality of the project is significantly enhanced by such investment. 

When looking at this type of investment from an economic development perspective it always involves a delicate balance of resources. The way this investment is being structured involves an investment of a percentage of the incremental value (as previously described) created by the Village at Gulfstream Park back into the development to ensure the development achieves its full potential.  While this investment will not “take away” tax dollars from the City what it will do is invest into the City’s future.  It is Staff’s opinion that the way this invest will be structure, as outlined in the policy framework, will better position the City to not only recapture that investment but realize other revenue from the generation of TIF dollars created from surrounding redevelopment activities that are a result of this developments success.

In discussing the potential tenants mix with Forest City all of the major mid to high end national tenants require a certain level of concessions in the form of tenant improvements.  These tenant improvements are typically in the hundreds of thousands of dollars, if not millions.  Based upon the tenant list that Forest City is currently negotiating, a number of the major tenant would require that additional tenants co-locate with the which would push them to begin there Phase II of the development, further adding additional TIF dollars, jobs and improvements to the City.

Term Sheet

Attached for consideration is the Term Sheet dated November 10, 2008.  This Term Sheet was based upon the Policy Framework outlined as part of this memo and Financial Analysis prepared by Lambert Advisory.  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 primary measure for this will be a “Cash on Cost” return analysis.  Cash on Cost is the ratio of annual before tax and debt to the total private funded development cost. Following are examples of how the cash-on-cost would work:

Total revenue from the LAC minus day-to-day operating expenses minus a small reserve for future capital projects (such as roof repairs, painting, etc.) = The "Net Operating Income" which is the numerator for the calculation.

The denominator would be:  Total cost of the development in the LAC minus CDD funded/bonded amounts minus any financing secured by the CRA's Increment = "Net Project Cost" which includes only private financing and FC/Magna equity investment.

An example of the calculation on an annual basis would involve the following: 

Where the "Net Project Cost" would equal $200,000,000 and the "Net Operating Income" equals 18,000,000:

$18 million/$200 million = 9% return (City provides no increment to the project but gets nothing back)

Where the "Net Project Cost" would equal $200,000,000 and the "Net Operating Income" equals $16,000,000:

$16 million/$200 million = 8% return (City provides $900,000 in increment which then brings the Villages return to 8.45% and the Villages project banks the equivalent of $1.1 million to recover in future years or 0.55% to get them to the 9% return threshold.

Where the "Net Project Cost" would equal $200,000,000 and the "Net Operating Income" equals $20,000,000.  Also assume that the CRA has made a rebate of $1.8 million in increment with interest to date and that Village has $500,000 in unrealized returns "banked" from past years:

$20 million/$200 million = 10% return (excess of $2.0 million of which Village first gets the $500,000 "banked" back, and Village and CRA split remaining $1.5 million; $750,000 to CRA and $750,000 to Village.  City's account at the end of this transaction has been reduced to $1.05 million).Included with this term sheet will be an economic analysis of the CRA and how future TIF revenue will relate to future General Fund revenues.  

Additionally, Lambert Advisory has also prepared the attached, “Tax Increment Analysis” dated November 10, 2008.  This analysis provides a full economic analysis of CRA (TIF) revenue versus non-TIF (ad valorem) revenue through 2026, the end of the CRA.

RECOMENDATION

1. The City Commission approve the Term Sheet provided and direct the City Manager to enter into an appropriate agreement with Forest City to implement those terms for the TIF investment.

2. Staff formulizes a TIF Investment Policy based upon the Policy Framework outlined in this memo with the understanding that each development is unique and must be analyzed on a case-by-case basis.  In addition, this policy should include size and/or investment thresholds for future request.

 

Reviewed:

 

  

_______________________________




__________

D. Mike Good, City Manager






  Date

 

 

_____Approved                _____Disapproved                _____Hold for Discussion

 

 

 

 

 

 

11/17/08

4C. CITY OF HALLANDALE BEACH

MEMORANDUM

CM09-024

DATE:

November 7, 2008

TO:

Honorable Mayor and City Commission

FROM:
D. Mike Good, City Manager

SUBJECT: 
Union Negotiations

As I believe it is pertinent to discuss the financial status of the City’s Pension Plans prior to negotiate with our Unions, be advised that I have contacted the City’s Unions and informed them that the City is withdrawing its proposals and will start negotiations with each Union after the City Commission’s Special Meeting/Executive Session scheduled for next Monday, November 17, 2008. 

In the meantime, should you have any questions, please feel free to contact me. 

  

_______________________________






D. Mike Good, City Manager






   

cc:
David Jove, City Attorney


Mark Antonio, Assistant City Manager


George Amiraian, Director of Personnel/Labor Relations


E. Dent McGough, City Clerk

DMG/nmr

CM09-024

11/17/08

