. Self-Help

CONFIDENTIAL FUNDING REQUEST

Self-Help's OEWD Grant Request for East Durham:
2101 Angier Avenue and 21146 Angler Avenue

April 11, 2016

Targeted Commercial Real Estate Investment in East Durham

Self-Help proposes what we believe will be a transformative real estate development project in the
historic Angier/Driver business district. We expect this project to serve as the spark the area needs for
other community-minded investment to follow, helping re-energize the historic Angier/Driver business
district by supporting job creation, providing needed services, and bringing 7-day a week activity {and
customers) to the biock. Our vision Is to create a modern but faithfully historic facility that provides:

a permanent home for the East Durham Children’s Initiative;

high quality but modestly priced space for local nonprofits, small businesses and entrepreneurs;

ready-to-rent space for a licensed childcare serving up to 100 children;

a neighborhood-oriented auditorium that is available to host community concerts, weddings,

 and other neighborhood events with prospective partners like KidzNotes;

» gstand-alone building for a service retail-oriented business, such as a pharmacy, health clinic, or
" healthy foods provider; and

» ample parking to suppart the project and nearby businesses {provided by Self-Help via creation

of dedicated public parking), and to help drive additional activity over time as the business

district stabilizes and further retail investment occurs.

* & & @

We need a significant level of City financial support to make the above vision reality.

Pictured above is 2101 Angler Avenue, which fills one city Block along the historic business district.
{Historic photo credit to OpenDurham.org)

CONMFIDENTIAL ECONOQMIC DEVELOPMENT REQUEST
2101 & 2116 Angier | Self-Help




Self-Help's organizational mission is serving low-wealth households, women, and people of color; these
groups are heavily represented in East Durham. We completed the renovation of the historic YE Smith
Schoaol in 2013, began the renovation of the historic Holloway Street School in 2015 (construction will be
complete later this year), and seek to continue to invest elsewhere in East Durham. Qur work is inspired
by and intersects with efforts such as the Mayor's Poverty Reduction Initiative, the East Durham
Children’s Initiative, Habitat for Humanity’s focus on East Durham, and community groups such as the
NECD Leadership Council and Communities in Partnership that help build the community’s social and
physical infrastructure. We see an opportunity to complement these efforts with a targeted commercial
real estate investment strategy, which we have developed over a couple year period in collaboration
with a Community Advisory Group of East Durham residents and business owners. We seek the City's
financial support as we pursue investments in 2101 and 2116 Angier Avenue that will create jobs,
restore historic buildings, and improve residents’ quality of life.

Self-Help staff members have studied East Durham’s nelghborhood plans, OEWD-sponsored
assessments, and Poverty Reduction Initiative survey data. Common themes Include meeting residents’
needs for goods, services and employment; attracting new investment; seeking community input; and
building on existing assets. We envision East Durham fulfilling its potential as a diverse and thriving
community through the colfaborative work of residents, nonprofits, government, foundations, and the
private sector. Investing in commercial real estate development is a crucial step toward implementing

this vision.

East Durham's housing sector has experienced significant reinvestment from individuals, private
businesses, and nonprofits, but the neighborhood’s business district has |anguished. Self-Help seeks to
spark East Durham’s commercial rejuvenation by building upon ongoing investments of business owners
like Joseph Bushfan {formerly of Joe’s Diner, now running a commissary kitchen) and Samuel Jenkins
{until recently, owner of Samuel & Sons Barber Shop). Teday many commercial buildings remain vacant,
dilapidated, or underused, and they require coordinated reinvestment of a scale and complexity few
current property or husiness owners have the capacity to deliver. Self-Help believes our renovation of
2101 and 2116 Angier Avenue will smooth the path for other investors by stabilizing and energizing the

businass district.
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Pictured above is 2115 Angier Avenue, the former Wachovia branch bank that has been underutilized since the
1990s. The property inciudes approximately 60 off-street parking spaces located behind the building, cantributing
to good urban form and providing potential to park both this property and others in the business district.

Project Status

Self-Help spent the fast couple of years working to gain site control over key properties, with the intent
to acquire, renovate, and lease these properties to groups that through their missions and their
presence will help further community goals. In late 2015, Self-Help closed on the acquisition of two key
properties totaling roughly two and one-half acres of land in the Angier-Driver business district: seven
parcels previously owned by Angier Avenue Baptist Church {i.e., 2101 Angier Avenue), and four parcels
that comprised a former Wachovia bank branch and were most recently owned by a private investor
{i.e., 2116 Angier Avenue). We will continue seeking additional strategic acquisition opportunities, but
2101 and 2116 Angier together comprise nearly 40,000 square faet, making them large enough for joint
redevelopment utilizing innovative financing such as Historic Tax Credits and New Markets Tax Credits.

Given the high costs of revitalizing historic urban business districts, and the soft/nascent market for
space in East Durham, Self-Help anticipates significant financing gaps for which public funds will be
needed. We have worked together closely with MHA Works (architect) and Romeao Guest {general
contractor) to conduct preliminary schematic design and pricing exercises, in order to provide initial
estimates of financing and subsidy needs for the coming year. (Note that the City’s Brownfields grant
was a helpful source of support for due diligence during this process.)
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2101 Angier Avenue

The vision for this property is to serve as a community service and small business center
anchoring the Angier-Driver Business District. Since last spring, Self-Help has waorked closely with
the East Durham Children’s Initiative to study the feasibility of relocating them to this property,
in improved and expanded facilities that would allow EDCI to better support its mission while
growing its programs and staffing. In addition to EDCI’s role as potential anchor tenant for the
project, we-are seeking a child care operator to serve up to 100 children. We are also prioritizing
approximately 5,000 square feet of space to make it available to small businesses and
organizations coming directly from the East Durham community. Finally, the former church
sanctuary includes roughly 15,000 square feet of space envisioned for future use by churches or
other places of worship, community-oriented events and performances, and other uses that will
help turn the building into a center of community activity every day of the week.

2116 Angier Avenue
Self-Help seeks a single tenant to occupy the former Wachovia bank branch, which is a free-

standing building with drive-thru window service potential. Our initial focus over the next
several months will be to recruit an independent pharmacy or other retail-oriented business to
apen in this location. If no pharmacy can be identified, or if a pharmacy is no longer needed due
to successful recruitment of the business by other property Owners nearby, we will seek other
small retail/service-oriented businesses that would provide a benefit to the existing community;
e.g., a health clinic, healthy food store, or other such uses. The site is served by a substantial
amount of parking, and Self-Help will continue to explore ways to use this parking to support the
overall success of the business district. We would welcome discussions with the City of Durham
about ways to utilize this parking to serve public needs and the needs of nearby business

owners.
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Preliminary Development Timeline

Due to the annual cycles of New Markets Tax Credit (NMTC) financing, which is a critical source for this
project, Self-Help anticipates negotiating financing for the 2101 and 2116 Angier Avenue project in the
2" or 3" quarters of 2016, with term sheet commitments likely late in the 3" quarter. Financing would
be closed and construction commenced in early 2017, with a targeted completion date of early 2018. A

more detailed preliminary timeline follows:

Q1 2016 Cornmence design development

2 2016 Release RFP to prospective tenants for 2116 Angier
Sign term sheet with EDC! for 2101 Angier
Sign term sheet with child care operator for 2101 Angier
Ongoing design development

Q3 2016 Market 3" floor of 2101 Angier for small businesses and nonprofits

Sign term sheet with tenant for 2116 Angier
Sign financing term sheets {debt, NMTC, federal and state Historic Tax Credit)

Q4 2016 Finalize lease negotiations for anchor tenants

Q12017 Close financing
Commence construction

Q12018 Complete construction
Tenants move in and begin operations

Schematic Design

Prefiminary floor plans for all three stories of 2101 Angier are provided on the pages that follow,
showing the progress Seif-Help and its professional team have made toward design development. (We
have not yet begun schematic design for 2116 Angier, since it is a much smaller and simpler structure
with a single story.} As described above, the plan is that the 2101 Angier 1% floor will feature childcare,
the 2™ floor will house EDCI, and the 3™ floor will host a variety of local smali business and nonprofit
tenants, while the sanctuary includes both a balcony level and a basement leve! suitable for tenant use,
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Statement of Need for City of Durham Assistance for
2101 and 2116 Angier Avenue Development

April 11, 2016

As further described in the project Executive Summary and supporting documentation, Seif-Help is
currently investing in the predevelopment phase of a transformative revitalization project planned for
the heart of East Durham’s historic business district. Our proposed renovations of 2101 Angier Avenue
and 2116 Angier Avenue align with the City’s longstanding commitment to the neighborhood, economic
development plans for the area, and the Mayor’s Poverty Reduction Initiative, We believe this project
will be the spark the area needs for other community-minded investment to follow, helping to re-
enargize the historic Angler/Driver business district by supporting job creation, providing needed
services, and bringing 7-day a week activity {and customers) to the block. Our vision is to create a
maodern but historically-appropriate facility that provides:

+ apermanent home for the East Durham Children’s Initiative giving them room to grow;

» rentable space for local nonprofits, small businesses and entrepreneurs;
high quality childcare serving up to 100 children;

* neighborhood-oriented auditorium space that hosts community concerts, weddings, and other
events with prospective partners like KidzMNotes;

» room for a service retait-oriented business, such as a pharmacy, health clinic, or healthy foods
provider; and _

e private and public parking to support the project plus nearby businesses, and to help drive
additional retail activity over time as the district stabilizes and further investment occurs.

Self-Help hopes to begin construction by early 2017, with completion targeted for the foliowing year.
We are currently working to solidify commitments from specific space users, including the retail,
childcare, business, and service-oriented tenants described above, and are concurrently working to
identify sources of gap funding to make the project financially feasible. In order to keep rents affordabie
to tenants that are based in or serve the East Durham community, the $8.5 million project requires $2.1
million in total governmental/philanthropic grant funding. Of this $2.1 million total projected gap, we
seek grant funding of $1.1 million from the City of Durham, which will help us pursue additional support
from Durham County, community foundations and other private philanthropy. Thesa City funds would
leverage nearly seven times tha City’s investment {i.e., $1.1 million attracts an additional $7.4 million)
and would convert a multi-acre tax-exempt property into one that produces significant ad valorem tax
revenue. City funding is critical to our ability to attract additional financing, and ultimately to complete
this project. Based on the feasibility analysis we have completed, the project is highly unlikely to
proceed without City support. Among the specific benefits to the City of Durham and its residents of this
investment are as follows:

O The furtherance of grassroots community Interests in improving the neighborhood.

Specifically, in spring 2015 Self-Help formed the East Durham Community Advisory Group to
help guide our real estate work in the neighborhood. This group remains active and is
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comprised of approximately one dozen neighborhood residents, business owners and other
leaders; they continue to meet with Self-Help and provide us guidance regularly. The group
strongly supports our efforts and has played a key role in advising the development team as we
have refined our plans for this project, including in making recommendations around tenant- !
partners to pursue. Many of the group’s members have been active participants with the i
Mayor’s Poverty Reduction Initiative, NECD Leadership Council, and other local initlatives.

The historic renovation of a 36,000+/- square foot historic building, putting it into productive,
active use. This 2101 Angier Avenue property--historically known as Angier Avenue Baptist
Church—spans a city block in the heart of the East Durham business district at the key
Intersection with Driver Street, in an area that has many vacant but beautiful historic
storefronts. We will also renovate the small {2,500+/- square feet) but important 2116 Angier
Avenue building, a former Wachovia bank branch located across from 2101 and with a large
parking lot that could serve multiple businesses in the area. Together, we believe these
renovations will be transformative in the overall revitaization of the business district, and will
help increase the odds that other current and future investors’ efforts are successful.

job creation. Initial estimates show that the renovation of the building will generate in excess
of 125 construction jobs over a roughly 12-month construction period. Self-Help looks forward
to engaging with OEWD to focus on MWBE and local hiring, to increase the economic
development impact of this construction work. In addition to construction period employment,
we expect the project’s completion will result in tenant businesses directly employing over 50

people in permanent jobs.

Creation of new tax revenues. For the duration of its history—the building was originally built
in 1924, and the land was purchased by the church decades earlier—2101 Angier has been
owned by a non-profit. As far as we are aware, property taxes have not been collected on the
property in this SO-plus year timeframe. Our back of the envelope estimate shows expected ad
valorem tax revenues to the County and City of approximately $50,000 per anaum. We would
welcome OEWD and the Tax Office’s help in refining this estimate. As a result of Self-Help's
investment, this proparty will for the first time in its history produce property tax revenues.

Implementation of City plans and demonstrating tangible progress to community leaders. The
project site is in the center of the area targeted by the Mayor’s Poverty Reduction Initiative. The
property is in a particularly strategically important location. The importance of this area is
nated at least as far back as the March 2006 Economic Assessment by RKG Associates on behalf
of the City, as well as in all public and privately completed East Burham plans of which we are
aware. The City’s recently completed multi-million dollar streetscape investment is further
evidence of the Importance of this area.

Attraction of potential customers to support surrounding businesses. The construction
workers, and tenants’ employees and visitors, will be prospective customers for current and
future businesses within the Angier-Driver business district. Combined with the City's recent
streetscape investments, this will be a significant help to area businesses.

Serving existing community needs and spurring further growth. The addition of a community-
oriented facility, providing childcare and other services as well as retail opportunities, to the
Angier-Driver business district will serve existing community needs while aiso sparking
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revitalization and further economic development. Options in East Durham available to

organizations lke a prospective anchor tenant, the East Durham Children’s Initiative, are scarce

and in poor condition. As EDC! grows to deliver services to more children in its service zone, we :
will provide a long-term home in this project. This will better serve neighborheood residents,
while sending an important signal to others about the stability of investing in East pPurham. In
turn, groups like EDCI will continue to play an essential role in the Poverty Reduction Initiative

by delivering critical services and providing community engagement.

[0 Enhancing environmental sustainability. n addition to being a large-scale renovation within an
urban area (versus suburban sprawl), this project will meet green building standards for
sustainable construction and will be led by a Durham-based development team.

[0 Local and MWBE hiring. Self-Help is the developer, MHAworks is the architect, and Romeo
Guest is the general contractor. We expect many subcontractors to be Durham-based as well,
and specific goals will be set to hire additional local and MWBE firms to carry out the work.

Commencement of construction will require Self-Help to secure Historic Tax Credits { HTCs) and New
Markets Tax Credits (NMTCs), and we are in the early stages of pursuing both. However, even with
these tax credit financing sources, the project is not possible without funding support from the City. The
currently projected gap is shown in the attached documentation, and OEWD funds will be a critical piece
in eliminating this gap—which, in turn will make the project better compete for HTCs, NMTCs and
philanthropic sources, We are pursuing foundation/private charitable funding o help fill the gap and
having the City as a “first mover” will strengthen our fundraising potential.

We believe that there are many campelling reasons for the City to support Self-Help’s efforts to
complete this transformative project. With the City’s assistance as a key partner, Salf-Help can move
closer toward delivering a project of which neighborhood residents, the broader community, and City

leaders are proud.
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Angier-Driver Revitalization Project

CONFIDENTIAL
Development Budgat
1/26/2016

Item

Total

Pro Rata Share

Fea‘sih‘il_i"tylP‘re-'Development.

$8,000.00}

Other (Specify)

Concept Design and Preliminaryuglg?i_gq ]
Civil Survey - ) _?§.783.75
Phase 1 Environmental $0.00
Phase 2 Environmentai $T 1,953.50
Traffic Study $16,090.00
geotechnical Study - _‘ $5,000.00
Hazardous Materials Survey & Abatement ) - 5_39:358_931

$0.00

Subtotal Feasibility/Pre-Development

Acquisitibn‘

$130,097.18

Subtotal Acquisition

Construction Price (8id or Cost Estmate)

Land and/or Buitding Purchase Price ] $661'146_'?E ‘
Attorney Closing Fee $600.00
$Gf51 746 00

Construction Hard Costs ' ' _

$2,801,360.00|

Tenant Improvement Allowance (Daycare)

Tenant Improvement Allowance (Office)

rovement Allowance (2116 Angier)

Tenant Imp
Signage
'Payment and Performance Bond

""'$134,820,00}
$133,230.00|
$124,250.00]
~"'$15,000.00:
$0,00]

Builder's Risk Insurance (if not included in the Contract)

$0.00

Construction Costs Qutside of Contract (fence, security system,
landscaping, playground, telecommunications, interior finish, etc)

$25,000.00

a
i

: RPN,
-

I

$1,108,370.00|

Sste Wofk ‘
Other (Specnfy) lﬁo
Hard Cost Contmgency Fund $651,304.50

Subtotal Constructuon;l-lrard Gosts

$4,983,334.50
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 Canstruction Soft Costs
$266,834.08

Architecture and engineering

Architect and Engineer Relmbursables $12,500.00;
Construction Project Management Services o 3000
gttu_e_{_c_@_s_qltant Semces (solls engineer, etc) ' _3;40__08900
Public Fees N §235.734.00
Other (Specifyi Utiities not coverad in general contract o ?13-000'00
Soft Cost Contingency Fund $57,306.81

$630,374.89

7__Subtota] Construction Soft Costs

Miscellaneous Costs _
$1,729.61

! $1,729.81

Construction Period Taxes

,“Subtotal Miscellanecus Costs

'Financing Costs
Loan Commitment Fee $26,260.49

Losn Orighnaton Fee | 52626849
Lender Legal Costs § $325,000.00
CDE All-in Fee O $640,000.00
Financing Consuitant Fees 7 A - $12,5600.00
Construction Period interest o . 3 83,186.71
Lender Construction Inspection Fees $12,000.00

$1,125,225.69

$8,000.00

Appraisal of Property

N _S___qbtotal Financing Costs

ALTA Certled PropertySurvey __sa00000
'Title Insurance ' _“___EEOCFO?
Recording Fees . $150.99
Borrower ] Legal Cost (forma! opinion ang other) N N $75,000.00
Insurance Costs ; 5:12'?2[_)8
Other (Specify} ! $0.00
Subtotal Closing Costs ? $105,150.00
Total Project Costs __ $7.647,65188
_ Developer Fee o | $349,295.59
Deferred Developer Fee $523,943.39
Total Developmant Costs $8,520,896.96
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Angier-Driver Ravitalization Project
CONFIDENTIAL

Sources and Uses of Funds

4/11/2016

Sources of Funds

Permanent Loan 1,751,299
Seif-Help Equlty 350,000
NMTC Equity Investment 2,652,000
Federal HTC Investment 782,347
State HTC Investrment 391,174
Govermmmental/FPhilanthropic (inciuding $1.1M City) 2,070,133
Deferred Developer's Fee 523,943
TOTAL SOURCES 8,520,897

Uses of Funds .

Acquisition 661,746
Environmental and Predevelopment 130,097
Construction Hard
Construction Estimate 2,801,360
Tenant Improvement Allowances
Daycare 134,820
Office 133,230
2116 Angler 124,256
Signage 15,000
Payment or Performance Bond -
Construction Costs Outside of Contract - 25,000
Improvaements Required by Municipality 1,108,370
Technology -

Utility Infrastructure -
Environmental Remediation -

Other -

Hard Cost Contingency Fund 651,305
Subtotal 4,993,335

Construction Soft

Architecture & Engineering 266,834

Architecture & Engineering Reimbursables 12,500

Construction PM Services -

Other Consultant Services 40,000

Environmental Remediation -
Building Permit -
Water & Sewer Tap Fees ' -
Utility Connection Fees -
Public Fees 235,734

titilities not in General Contract 18,000
Contingency 57,307
Subtotal 630,375
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Financing Costs

Loan Commitment Fee 26,269
Loan Origination Fee 26,2689
Lender Legal Costs 325,000
CDE All-in Fees 640,000
Debt Service Reserves -
Third Party Financing Fees -
Financing Consultant Fees 12,500
Construction Period Interest 83,187
Lender Construction Inspection Fees 12,000
Subtotal 1,125,226
Closing Costs 105,150
Capitalized Reserves -
Subtotal 7,647,658
Developer Fee 349,286
Deferred Developer's Fee 523,943
Lease-Up Reserves -
TOTAL USES B,520,897
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