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February 5, 2021

Re: Reponses to Questions for Proposed Development Scorecard (Item 202002226)

Dear Councilmember Landsman:

You introduced Item 202002226 on December 11, 2020, which is a legislative proposal to
establish as a Council policy the use of a development scorecard for certain development
projects. This item has been held for additional discussion at Budget and Finance
Committee. The purpose of this letter is to respond to several questions directed at the
Administration regarding the proposal. Your questions are set out below in bold type and
the responses are beneath.

1. Each bulleted item needs its own line for clarity purposes. Would the
Administration have any issue with that?

2. There is interest in actual scoring, which the Administration would ideally
recommend. This as opposed to the current language of simply meets or
exceeds. We would ask that the Administration to weigh-in on this, if not
propose scoring options.

3. Is it possible for multiple people to review and score a project? We would
want the Administration to weigh-in on this, too.

Covering Questions 1-3: A statement of clear and consistent Council policy goals will
provide guidance to the Administration in preparing communications and presenting
projects to Council. These clear policy goals will also provide notice and certainty to the
development community. There are many forms such guidance could take, but if a
scorecard is Council's chosen method for clarifying policy goals then the Administration
recommends that it should be designed to act as a benchmarking tool that facilitates a
structured qualitative analysis of projects. A scorecard requiring a proscriptive or
quantitative analysis will have unintended consequences such as providing misleading
results because community and economic development projects are individually unique
with variable public benefits. Therefore, the Administration would not recommend or
support changes to the current scorecard structure that require numerical scoring,
multiple reviews, or singular bulleted items.

4. Language could be added to ensure that the scorecard is used and
presented to Council with recommendations for each relevant project. Are
there any issues with this, and if not, does the Administration have
suggested language for an updated ordinance?
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The proposed ordinance would set Council expectations of the Administration on the
content and analysis of presentations and communications to Council for development
projects. Council enforcement occurs through (1) questions and requests during
Administration presentations to Council and Committee or (2) voting down items that do
not utilize the scorecard.

5. Can the Administration speak to “compliance” and how the City will
ensure that commitments are monitored and kept?

Many items covered in the proposed scorecard will be captured in a project’s development
contract—either through specific representations and warranties or through contractual
covenants. These items are enforced like any other requirement of the contract and are
monitored by City staff. Any items that are required by ordinance or other law are
incorporated into a contract through a requirement that the developer comply with all
laws. Some items may not be appropriate to include in the contract as a requirement but
could be included in the recitals to the contract as important background.

6. Can we add specific language around historic preservation, and if so,
would the Administration recommend language?

A Council goal around historic preservation could be articulated in the scorecard, like any
other public policy goal. In general, the efficacy of the scorecard will be highest if it can
create certainty by presenting an accurate and clear picture of all Council goals and
priorities for development projects and is updated from time to time.

7. On community engagement, there is a request that we require specific
actions. That said, we want to get the Administration’s position on this.
Also on this same issue, there is interest in adding language to this section
regarding early notice to a community. Is that something the
Administration should do or the developer?

The Administration will provide a memorandum on community engagement policies in the
next two weeks, addressing issues of notice, role of developers, and other actions.

8. There is interest in training on the scorecard, TIFs, CRAs, and VITCA.
What does the Administration think, and should we add to the ordinance?

As described in the recent FYI memorandum regarding the roles of the Administration,
Mayor, and Council, the Administration is formalizing Councilmember training and
onboarding. If passed, the scorecard and its function could be incorporated into those
sessions. General information on community and economic development activities,
including incentives, can be incorporated into that training as well.

9. There has been a request that the Administration discuss with Council its
work on the Balanced Development Report and its findings, as well as how
development deals are evaluated and/or scored now.



The Administration will have staff available on Monday at Budget and Finance to discuss
the Balanced Development Report and practices for evaluation of development deals. The
Administration provided information last week to Council regarding DCED’s process for
underwriting large development deals, which is provided as an attachment.

Sincerely,

Paula Boggs Muething
City Manager

Attachment
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INCENTIVE APPLICATION REVIEW GUIDANCE
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1. Application Receipt & Review

a. Confirming Receipt — Once an analyst has received an incentive application
for review, the applicant should be contacted to let them know that review of
the application has started and the analyst may have questions for them
soon.

b. Checking for completeness — The initial review of an application should be to
confirm that the entire application including all application fields have been
completed, application signed, and any required certifications
initialed/signed. After initial review, the analyst should confirm the internal
consistency of the application. Ex: Do the jobs and payroll information make
sense? Do the total sources of funds equal the total uses of funds? Etc.

c. Follow-up on incomplete items — If application fields are inaccurate or
incomplete, the applicant must revise the application document and resubmit
as this is the official application document. If the inaccurate or incomplete
information is in an attachment, the applicant can provide correct
information by email or in a supplemental document. If the applicant has not
provided attachments to the application that you need based on the incentive
request, inform the applicant which attachments they will need to provide. It
is strongly recommended that you send emails listing the information that
you are missing and that you cannot proceed in your review until the
information is provided. This ensures that you have documented that the
application is waiting on action by the applicant.

d. Application Fees — Most incentive requests have a City Council mandated
application fee. While the fee should be submitted with the application, as it
1s non-refundable, there may be situations where the fee can be requested
after the application is submitted (but before any agreement is sent to City
Council). Examples of these situations would include company recruitment
(where an official application has not been completed) and incentive
applications where the applicant has requested a different incentive than the
City intends to offer (TTIF vs CRA). As a general practice, all application fees
should be collected with the application unless your division manager has
approved of a delay due to the unique circumstance involved.

2. Application Attachments
a. Document types — Organization Information




1.

1.

1ii.

1v.

Articles of Organization / Articles of Incorporation / Certificate of
Partnership — The applicant should be a legal entity recognized in the
State of Ohio. The applicant should provide the document from the
State of Ohio verifying they are a legal entity in the state. For an LLC
this would be Articles of Organization; for a Corporation this would be
Articles of Incorporation; and for a Partnership this would be a
Certificate of Partnership. Note that out-of-state entities would have a
different registration to provide. This will confirm the exact legal
entity who is applying for an incentive and prevents the City from
drafting a contract with a non-existent entity.

Corporate Bylaws / Operating Agreement — While not required by
Ohio law, most organizations will have an agreement that spells out
how the organization functions, who makes decisions for the
organization and how profits are distributed. This is helpful to
understand who controls an entity and who receives the profits from
the business.

Corporate Resolution / Authorization to Sign — While the company’s
operating agreement or bylaws may state who can sign for the
company, a Corporate Resolution or Authorization to Sign will state
which individual is authorized to bind the company for a specific
transaction. This will help confirm that the person signing the
incentive agreement for the City has been authorized by the company
to bind the company.

Development Team Resumes — The resumes of a development team
will include their relevant experience in the field related to the
incentive request. This is useful for determining whether the project
team has sufficient experience to undertake the project that they are
proposing. It’s helpful to see if the development group has worked
with other Department staff members so they can be used as an
internal reference for past performance.

Information on Completed Projects — While development team
resumes show the individual experience of the principals involved in
the applicant project, the information on completed projects should
show the projects that the development team has previously
completed together.

b. Document types — Review to Determine Financial Need of Incentive

1.

1i.

Real Estate/Business Operating Pro-forma — Whether the application
is from a developer proposing a real estate project or a business owner
requesting loan/grant assistance, an operating pro-forma will show the
revenue and expense projections the applicant is making for the
project.

Sources & Uses of Funds — The budget provided by the applicant
should show in detail the investment that the applicant is proposing to
make and what sources that the applicant intends to use to make the




1ii.

1v.

V1.

vil.

investment. A budget that is overly simplified should not be accepted
when the application is being reviewed for financial need.

Evidence of Secured Financing (Bank & Private) — Depending on the
sources of funds listed in the budget, the applicant should provide
evidence of commitment from each of those sources. Whether the
applicant provides a bank financing letter or term sheet may depend
on the financing institution and how far along the applicant is in their
discussions with the lender. The applicant should also be able to
provide evidence that they have the equity proposed in their budget
with a letter from the financing institution who holds their capital.
The form of evidence of secured financing for other sources will depend
on the specific source. These documents help confirm that an applicant
1s financially capable of performing the project that they are
proposing.

Business Tax Returns — If the applicant is an existing business, the
tax return type will depend on the type of business. The most common
types of business returns are the 1120 (C-Corp), 1120s (S-Corp), and
1065 (partnership) and if the owner files the business on their
personal return it would be a Schedule C. These returns will show the
business expenses as represented to the IRS including personnel costs,
owner’s compensation, cost of goods, etc. and will be very helpful in
determining business viability for a loan. In some cases, it may be best
to confirm with City income tax that a company is in good standing
with income tax and has filed returns from their City address for the
past few years. City income tax returns can also help set a baseline
payroll figure for job creation tax credits.

Profit & Loss Statement / Income Statement — If the applicant is an
existing business, the profit and loss/income statement shows the
revenue and expense details for a business for a full year or portion
thereof. Similar to tax returns, these documents will show details of
how the business is receiving and spending cash for the purposes of
determining the appropriateness of an incentive.

Balance Sheet — If the applicant is an existing business, the balance
sheet will show the current assets and liabilities of the business. This
information is helpful for determining collateral of a business.

Cost documentation (supporting project “gap”) — Some incentive
application requests will have certain abnormal project costs which
are the basis for the incentive application request. In these cases, the
applicant should provide contractor cost estimates or other
documentation that shows the details of the cost.

c¢. Document types — Additional Project Information

1.

Property Legal Description — This is the information contained in the
property deed(s) where the applicant is requesting a real estate
property incentive, or if any of the City agreements/docs will require a
legal description (mortgages, covenants, easements, TIF ordinance,




1i.

1ii.

1v.

vi.

Vii.

Viil.

IX.

etc). A legal description is obtained either through the deed for an
existing property or by a survey for a new consolidated parcel to be
created. The burden is on the applicant to provide the legal description
when necessary. For property-based incentives, the legal description is
included in the contract and it saves time in the contract drafting
process if this information can be provided with the application.
Proposed Renderings — These are computer images by an architect or
designer of the proposed project as built. While not every applicant
will pay for a rendering of their project to be created, project
renderings are useful to provide visual depictions of the proposed
project to City Council and the public.

Development Site Plan — This is a plan of how the building(s) will be
laid out and will usually include a breakdown of each floor (if
different). This helps to show the layout of the project as proposed and
may help explain additional costs in the budget (ex: a building layout
must be completely changed in reuse).

Documentation of LEED or other certification pursuit — If the
applicant is pursuing an environmental designation that requires
registration prior to construction, they would provide this registration.
This supports an applicant’s request for an incentive based on an
environmental designation.

Documentation of Community Support — If the applicant has already
received support from community organizations, they should provide
the letters of support and/or CBA (sometimes applicable) from those
organizations. This is helpful to show that the project has the support
of the community prior to consideration by City Council.

Company Employment Information — The applicant may need to
provide more granular employment information than the application
document contains. An attachment may show additional information
on job roles, salaries, current locations, current residences, etc. and
may be helpful to determining the appropriate incentive offer.
Verification of tenant/end user commitment — If the applicant is a
developer who is relying on a company to lease the space prior to
commencing construction, it is important to understand the
commitment level of the tenant. While commitment of an tenant is not
required, it helps determine the most advantageous proposal in a
competitive process as well as whether or not a proposal is viable or
realistic.

Market Feasibility Stud(ies) — Part of gauging whether the applicant’s
proposal is economically feasible is to review any market studies that
they have conducted for their lender to support the project. These may
include hotel studies to prove room demand and residential studies to
prove rents within an area.

Evidence of Site Control — The applicant must have evidence of site
control of the property or an adequate plan to obtain site control by




the time an agreement would be executed. If the applicant does have
site control, then a deed may be submitted. Otherwise the applicant
must present a plausible plan to acquire site control within an
acceptable timeframe. This could come in the form of a deed, purchase
option, lease agreement, or other similar document

d. How to determine necessary attachments to application?

1. Organization Information — At minimum, the City needs to know the
legal entity it will be contracting with and who is authorized to sign.
Information on the project team and their past experience is
recommended. In rare circumstances, the City may need information
on how the entity is structured and who controls the entity.

1. Financial Need Review — At minimum the applicant should be
providing a budget with their sources and uses of funds to complete
the capital project along with evidence of the private financing they
have secured. An operating pro-forma is required to determine the
financial need of an applicant if the offer is to be based on financial
need to make the investment. Note that the tax returns, profit & loss
statement, and balance sheet would only be requested in the rare
circumstance that a business is requesting a loan or other direct
subsidy.

1i1. Additional Project Information — A legal description is needed for all
property tax incentives. If an applicant has a site plan, project
rendering or community support letter, those should be provided with
the application. If the company is pursuing LEED certification for a
CRA application, that registration should be provided.

3. Incentive Timeline
a. Collecting a complete application & supporting documents (timing dependent
on applicant)

1. Until the CED receives a complete incentive application with all
necessary supporting documents, CED 1s under no time constraint to
act on the application.

ii. It’s important to quickly review submitted materials (within 2-3 days
of receipt) and let applicants know of what documents/information
they are still missing. Email is preferred correspondence, so you can
document notification of missing items if an applicant is concerned
about timely response to the application. Each time you receive new
information for an application, you should respond with further
questions or confirmation of receipt within 2-3 days.

b. Application review and offer approval by CED (4 weeks)

1. Once staff has received and reviewed all application materials and
reviewed CED policies on the relevant incentives requested, reviewer
will discuss with their manager and craft a recommendation for
Director approval.




1. Staff may also utilize services of NDC as a second review of the
application materials to confirm CED position on the appropriate level
of incentive.

c. Sending an offer or denial to an applicant— Optional
1. Once CED Director has approved of an incentive offer, an offer letter
can be crafted to notify the applicant of the incentive CED intends to
propose to City Council. Note that offer letters are not required.

1. Offer letters should be signed by Director.

1. If an applicant is not eligible for an incentive, a denial letter should be
drafted for signature by the Director as soon as ineligibility has been
determined. The denial letter should be run by Law before being sent
out and should provide a reason for denial. Note that application fees
are generally non-refundable.

d. Obtaining legal agreements & ordinance
1. Once the offer letter has been received and accepted by the applicant,
a Request for Legal Services (RLS) should be sent to Law including
the accepted offer letter and all application materials received. (See
the RLS Standard Operating Procedure for instructions on submitting
an RLS.)

1. If timing is a concern, CED staff should request that their manager

prioritize the RLS with Law.
e. Council Approval process
1. From City Manager Approval to passage by full Council is approx. 4
weeks. Consult the council approval process guide for details on
required meetings.

4. Offer Letters/Term Sheets
a. When are they useful?

1. Offer letters and term sheets are useful in confirming CED’s official
offer to a business and the business’s initial acceptance of that offer.

1. Offer letters are best suited for simple incentives like CRA tax
abatements and JCTCs.

1. Term sheets are better suited for complicated financing structures like
construction loans (NOFA) and tax increment financing structures.

iv. Term sheets can simplify the drafting of development agreements by
listing all relevant deal points at a high level and save time in later
negotiations.

b. What should they include??

1. Offer letters should include: the rate and term of the incentive, a post
incentive retention term (if any), the contingencies of the incentive
(Company commitments to investment, jobs and payroll; Council
approval etc.), and the date by which the offer must be accepted.

1. Term sheets can cover more complex issues like financing terms,
involvement of additional parties (Port Authority), and coordination




with other City Departments, in addition to the basic information
included in an offer letter.

5. Incentive-Specific Diligence Items

a. Pre-Council:

1.

11.

1ii.

Required Notifications for CRAs for Businesses moving from outside
Cincinnati — The Ohio Revised Code Section 3735.673 requires that if
a business is relocating from another Ohio jurisdiction to receive a
CRA abatement, that the City must notify that jurisdiction of the
City’s intent to enter into a CRA agreement with the company prior to
consideration of the legislation by City Council. CED has a form letter
for this notification when it is applicable. It is best to make your
applicant aware of this requirement when it applies before you send
the notice.

Required Notification of CPS for CRAs and TIFs — The City’s master
agreement with Cincinnati Public Schools requires notification by the
City of incentives prior to their consideration by City Council. Law has
provided a template letter to send to CPS with the draft agreement
attached.

Planning Commission for real estate transfers/leases — Planning
Commission is required to approve of real estate sales and leases
(including conveyance-reconveyance transactions for TIF) prior to
consideration of the legislation by City Council. Planning Commission
must normally occur before the ordinance is introduced to City
Council. To get on the Planning Department agenda, send an email to
the designated Planning Department representative (as identified by
your Division Manager) with details about the real estate sale or lease
and a request to be on the agenda. Generally these requests must be
submitted 16 days in advance of the next Planning Commission
meeting.

b. Post-Council

1.

11.

11i.

Required ODSA application fee (CRA) — Due to the time between an
initial application and Council approval, the check for ODSA should
not be submitted to the City by the applicant until after Council
approval to ensure the check does not expire before the City sends it to
ODSA.

Required School Board PILOT Agreement (CRA) — The School Board
PILOT boilerplate should be revised appropriately and sent to the
company for signature of two original copies. These can be submitted
to the staff in Monitoring and Compliance, who will send the originals
to the school board for signature, and return one to the Company
when it is signed.

VTICA (@f required for CRA) — Two originals of the Voluntary Tax
Incentive Contribution Agreement (VTICA) should be signed by the
company. They can be submitted to the staff in Monitoring and




1v.

Compliance, who will send the originals to Downtown Cincinnati, Inc.
(for Streetcar Operations VIICAS) or the Third-party Administrator
(for Neighborhood VTICAs), and return one to the company when they
have been executed.

Hand-off to Monitoring and Compliance should occur after the above
agreements are signed by the company, and before Completion
Applications (for CRAs and TIFs) are submitted.
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FINANCIAL REVIEW

The applicant will submit the following information and reports to DCED or DCED’s FA for
evaluation of the proposed development project: Please provide the following required
items as a corresponding attachment. If you believe a particular item is not applicable

to your project, please address the item by including an explanation of why you believe

it is not applicable. Please ensure that all sections of the application are complete and
that ALL REQUIRED ATTACHMENTS LISTED BELOW ARE SUBMITTED/ ADDRESSED
WITH YOUR APPLICATION. Please check all items that are included. If an item is left
unaddressed by the Applicant, the reviewing department cannot complete its review of
the application.

(1) PROJECT PROGRAM

D a. Gross and rentable building square footage (total and by Project
component/use)
D b. Building specifications to the extent they are currently available (e.g.,

anticipated levels of finish, materials, construction type, etc.)

D c. Amenities (e.g., pool, lobby, rooftop, park, etc.)

(2) ECONOMIC DEVELOPMENT OUTCOMES

Please outline economic development outcomes, including jobs created/
retained, impacts to City infrastructure and operations, and other outcomes
(social, environmental, financial benefits). Clearly outline a plan for economic

L]

inclusion. Describe the projects’ alignment with City initiatives, goals, and
priorities. Include an estimated leverage ratio as defined by DCED.

(3) MARKET STUDY/SUPPORT FOR PROGRAM AND REVENUE ASSUMPTIONS

Please provide a market study or other detailed documentation regarding the
following program and operating assumptions:

a. Number of supportable square feet, units, or hotel keys

b. Market rents for residential or Average Daily Rate for hotel projects

c. Anticipated absorption and stabilized occupancy

d. Operating expenses and estimate of operating expense recoveries,
if applicable

e. Retail/commercial/industrial program (size and type)

f. Retail/commercial/industrial income/rents (please indicate if NNN,
gross or other)

4] O Ui O
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g. Parking assumptions (number of parking spaces per unit and/or per square
footage of commercial/industrial space; parking rates)

L]

h. Other revenue, as applicable

(4) DOCUMENTATION OF LEVEL OF TENANT COMMITMENTS

For commercial/industrial projects, please provide a matrix of targeted tenants,
including the status of discussions (preliminary, Letter of Intent (LOI), draft
lease, etc.) and the anticipated required tenant improvement allowance for each
tenant.

(5) PROJECT SCHEDULE

Please provide timing detail, including anticipated key dates for each major
project event: construction start, occupancy, stabilization and any others as
applicable.

(6) DEVELOPMENT TEAM

Please Provide information and applicable documentation on key individuals
involved in bringing project to market, as well as the legal ownership structure
for the project.

a. Corporate Resolution, Articles of Incorporation, and an Operating
Partnership Agreement for entity applying for assistance showing who is
authorized to sign for the organization

b. Resumes of owners and/or key managers or partners. In the case of Real
Estate development, provide information for the entire development team
(developer, architect, contractor, leasing/sales agent, LEED certifications,
etc.)

c. Names, addresses, photos and a brief description of recent projects
completed by the development team of similar type and size to that
proposed in this application.

(7) SITE AND BUILDING PLANS AND SPECS
Please provide the most recent site and building plans and specifications,
including detail regarding number and square footage of residential units,
commercial/industrial square footage, gross and rentable building area for
each component of development (e.g., apartment, office, commercial), and on-
site parking spaces to the extent they are currently available. Please include
renderings and a location map of the proposed project.




(8) STATUS OF ENTITLEMENTS AND SPECIAL DESIGNATIONS

OR CERTIFICATIONS

Please provide information on the status of the project’s entitlements (e.g.,
D zoning, Planned Development (PD) or other applications). If the project is
pursuing any special designations or certifications (e.g., National Register
of Historic Places, LEED certification), please indicate the status of those
applications and provide relevant supporting documentation.

D (9) PROJECT FINANCIAL INFORMATION

a. Detailed Development Budget

Please provide a detailed development budget (in Microsoft Excel format

with live formulas) encompassing the total project cost. It should include
D all cost assumptions and a description of the data sources used to inform
cost estimates. Please provide copies of such data sources, as available
(e.g., contractor estimates, engineer’s opinions, brokerage contract
proposals, etc.). Where appropriate, detailed Hard Costs should include
estimates on a per square foot or per unit basis, including estimated
parking costs per space.

b. Ten-Year Cash Flow Pro Forma
Please provide a pro forma for the project (in Microsoft Excel format with

]

live formulas) indicating cash flow after debt service and anticipated

returns both with and without the requested City assistance.

i. The pro forma should clearly outline absorption, income, expense,
financing and reversion assumptions.

ii. If capitalized reserves are included in the development budget, please

indicate the amount expended by year within the pro forma.

iii. If there is an interest-only period extending into the operations period,
include these payments within the cash flow and indicate when the debt
service will reflect permanent loan payments.

Hi R

iv. The pro forma should include any appropriate return calculations.

v. Please include an anticipated amortization schedule for permanent
financing and a construction period draw schedule indicating the
timing of sources and uses of funds.

]




c. Sources of Funds and Status
Please include documentation (e.g., preliminary, LOI, Term Sheet) on the
status of debt, equity, and any other financing sources. Documentation
should include any financing requirements of lenders or equity partners,
D such as a minimum debt coverage ratio. If the project includes Historic
Preservation Tax Credits, New Markets Tax Credits, and/or Low Income
Housing Tax Credits, please include any available documentation related
to tax credit assumptions (e.g., term sheets indicating interest and pricing

from investors).

(10) CITY FINANCIAL ASSISTANCE REQUEST, STRUCTURE

AND PROJECTION

Please include a clear narrative outlining the reasons the requested
assistance is needed to make the project feasible. Please also provide a|
detailed description of the requested City financing amount and structure,
for the entire term of the assistance request (live Excel model). Any

L]

underlying assumptions should be outlined including, as applicable:

a. Property tax payments and TIF increment

b. Term and percentage of abatement

c. Stabilized real estate valuation and basis for assumption

d. Stabilized sales tax generation and basis for assumption

e. Tax rate(s)

BN

Incentive Fees
Commercial CRA: Initial - $1,250, Annual - $500 or 1% of abatement
TIF: Initial - $15,000
JCTC: Initial - $3,000, Annual - $1,500

(11) LAND VALUE/ACQUISITION DOCUMENTATION

D Please provide an executed copy of your land purchase contract(s), a recent
“as is” land appraisal(s), and any other documentation to justify the purchase
price of the project parcels, including sales comps. If applicable, include any

]

information regarding Environmental Site Assessment (EIS).
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D of such costs may include development, construction management and
brokerage fees.

D summarize previous phases of the project or previous community engagement.

NOT APPLICABLE

If you believe a particular item is not applicable to your project, please address the item
here by explaining why you believe it is not applicable.
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