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1.0 Prioritizing San Angelo 6 s Ci

Distinguishing San Angelo within the Mid -Sized Texas Cities Marketplace

With its existing urban framework, historic
buildings and cultural assets, San Angelo 0 s
City Center is well positioned to capitali ze
on its potential as a vibrant and dynamic
mixed -use center of employment and
entertainment. A stronger City center
experience will benefit the regional profile

of San Angelo as an employment and
investment location and create momentum

that will expandt he Cityds over
economic profile, quality of life, and identity

as a distinct place rich with character. This
potential for change in San Angelo is
evidenced through countless examples of
urban regeneration across the Country in
large and smal | markets alike. With this said,
the marketplace for new construction at
commercial densities in San Angelo is small
enough that every zoning decision and
incentive placement that encourages
employment, loft housing, entertainment
and certain restaurant u ses away from the
city center should be carefully considered

as such development dilutes the city
centerds ability to achie

To accomplish this strengthening of San Angelo 6 s c i t vy, a BastartDeevelopment
Strategy was prepared by Catalyst Uban Dev el opment , masteraev€lapmentd
consultan t. Adopted by the City Council, the 2013 analysis suggests public and private
partnerships be focused on three specific infill development types 0 workplaces,
restaurants and housing.

A thought leader in modern urban st udies and planning, Jane Jacobs famously

remarked "you can't rely on bringing people downtown , you have to put them there."
The developmen t priorities proposed for San Angelo ds c i t y arecreoted m rthe
concept that a thriving city center experience requires daytime population

(workforce), nighttime popul  ation (housing), and entertainment (restaurants and music
venues) that will put people in the city center . While there are other worthwhile uses
that can also strengthen  the c ity center , these three priority uses were focused upon
due to their relative simplicity to execute and the driving market factors identified in the

Report (see pages 2 -5 in the Analysis for discussion on primary economic drivers; see
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pages 6 -15onanalysis of San Angel ods t r ad22 forgprogranmings ee pag
summary for each use; see pages 38 -57 for redevelopment concepts for each use).

This update to that master development strategy applies additional detail as to the
specific implementation of th  ese concepts that incorporate the following efforts and
suggestions.

1.1 Stakeholder Feedback

Building upon the goals set forth in the Downtown Development Strategies report, the

Cityos master devel opment consultant hedntdr a sel
stakeholders to both discuss these goals and refine them as appropriate towards this

consolidated City Center Redevelopment Strategy.

The following summar izes the input gathered from these discussions between
representatives of Catalyst Urban Dev  elopment and representatives f r om San Angel o
City Center business and community  leaders . In each meeting, Catalyst
communicated the task and r  esults of the previous effort, outlined the projected growth

and potential City Center development identified, and solicited comment and

feedback regarding prioritizing this growth -related development in the City's core.

Stakeholder response was generally positive and supportive of workplace, restaurant,
and housing development in  the City Center . While thought s on methodology differed
slightly between groups, conversations identified an overwhelming desire for a
concentrated development effort that further identifies key locations where
development can occur, related investment scenarios characterizing the cost and
economic gap to accomplish such projects, and identification and education of public

financing tools that could fill such economic gaps related to new development and
redevelopment in an urban format. Both this stakeholder feedback as well as that
gained from the Downtown Development Commission underscored the importance of
and need for the identification of potential funding sources that will allow new
development of scale to occur in Sn Angelo 6 s  Ci t y. T@ieinfdrreation was used
to help refin e the strategy contained in this report.

Group 1: Downtown San Angelo Inc. (Del Velasquez and Brenda Gunter)

Downtown San Angelo Inc communicated support for new workplace, housing, and
restaurant development Downtown. A preference for housing infill in existing historic
buildings was identified, as well as desire for a lifestyle center with spa and restaurant

north of the Concho River. The following bullet items provide an overview of the
discussion:

1 San Angelo is a member of the "Main Street" City pr ~ ogram.
1 There is money available for the renovation of non -certified historic buildings  built
1936 onward as defined by Downtown San Angelo Inc.
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1 Concern was expressed for the need for grocery and neighborhood retail that
would be created housing units be cr  eated in the City Center. They identified
this as a future focus of economic development subsidy.

T Downt own San Anpgetelerce for rpodtiging the redevelopment of
older buildings was discussed. Once the challenges associated with such
reno vation were also discussed, there was a consensus that new housing of any
type within the City Center was desirable and that special attention should be
paid to incentivizing the reuse of existing buildings along the way.

1 Downtown San Angelo Inc. e xpressed its desire to be included i n any City -
involved discussions related to City Center development, redevelopment, and
related policy affecting such development.

1 The historical role of key individuals within prior redevelopment efforts was
discussed, and howt hi s | ead to Downtown San Angel o
ongoing relevance. Such successes were discussed as being key to be
communicated in such a manner as to identify a foundation of prior successes
that new development may be encouraged to build upon.

1 Expressed need for clarity and transparency in the development of a City -
sponsored plan and program for getting projects done in the City Center

1 Expressed need for education on benefits of HUD financing mechanisms, what
HUD projects looks like (what can get  accomplished), and general education on
potential for HUD funds.

9 Discussion on the need to re -examine the TIRZdue to the belief it was not set up
to be catalytic and most efficient.

1 Education on NMTC and its applicability might help facilitate streetscap e
improvements where there are gaps. A PID for maintenance could be included
in the program and plan for development Downtown.

1 Recognize one of the City's best assets is the river and believe the highest and
best use of land along the river is commercial facilities that support a public
waterfront with hotel , dining uses and other nighttime uses in addition to the
proposed residential infill.

Downtown San Angelo Inc. provided the following market updates:

1 The "townhouse hotel" closed the week of 1/19 wit h tentative plans for
redevelopment into a mixed -use building with retail on the ground floor and
condos and hotel uses above. The new owner is a hotelier out of Houston who
intends to work with ArchiTexas, a design firm in Austin, to realize the
improvem ent of the historic hotel building.

1 A potential new owner has Harry's Food Store, located on Towhig, under
contract. There are plans to convert the building to office and parking uses.
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Group 2: Discovery Resources (Randy Gi 1) & Goodfellow Air Force Ba se)

Energy sector and Goodfellow AFB representatives communicated a positive
employment market outlook for San Angelo and support for new workplace, housing,

and restaurant development in the City Center . A preference for an organized City
Center workplac e marketing effort and housing infill was identified. The following bullet
items provide an overview of the discussion:

1 2,600-3,000 students are training at Goodfellow AFB at any given time, with older
folks and families tending to live off base. Related housing demand for families
and single folks is roughly 2,000 households. Monthly housing allowances,
updated annually in January, have been published for 2015 at
http://goodfellowhousing.com/bah.php

1 Air Force has awa rded a HRMA, with the goal to justify building another 96
houses on AFB-owned land.

1 The Air Force will work with area housing management groups to develop rental
partnership agreements that eliminate deposits and credit checks from the
rental process for military personnel, as well as reserve a certain number of units
for military personnel on a referral basis.

1 The oil and gas industry draws a radius of 60 miles around its production facilities,
restricting the distance company  -owned vehicles might commute  -in on a daily
basis. This in turn might limit the number of Energy Sector production employees
living in the City Center . The energy sector houses two functions, operations
companies which make sense In the City Center and then the industrial side
which will always be outside of the City Cent er. There is significant potential for
officing management companies In the City Center , as well as their supporting
technical services - smaller companies that may require execut ive suite style
offices. These smaller office users have been frustrated wit h lack of appropriate,
available space in San Angelo through the last boom period. A lack of
organized brokerage efforts identifies need for concentrated effort in the City
Center .

1 Goodfellow has synergies with ASU for things like language classes, P4
par tnerships, and cultivates synergies and initiatives for efficiency (refuse and
emergency managers are some examples).

1 Goodfellow has desire for new missions and growth and is identifying this in their
long -range plan for federal consideration. They have ¢ apacity and desire to
add a training program that could bring an additional 3,000 trainees. The
longevity of Goodfellow is secure in that there is a lot of existing expensive
infrastructure on -base. The existing investment represents at least $400/SF, an d
with 500,000 SF currently, that translates to a $200,000,000 facility. Even with this
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security, water and affordable housing are huge concerns that might limit the
base's growth moving forward.

1 The concept/potential to purchase insurance at a discounted rate, as part of a
pool, is appealing asa City Center office user.

9 Office -related needs In the City Center include meeting spaces, conference
room space, and convenient/accessible parking.

1 There is frustration with American Eagle as exclusive airline car rier. Energy sector
believes there is a need for more flights, especially since Midland/Odessa has
more flights and it gives those cities an economic advantage.

1 The Energy sector believes it will take roughly 18 months for prices to return, with
the $70 range per barrel a healthy range for the production of new wells.

Group 3: TIRZBoard (Chair, Lee Pfluger) ., Design & Historic Review Commission (Chair,

Ashley Young -Turner), Parks & Recreation Board (Chair, Louie Perez)

Respective City Board representatives com  municated support for new workplace,
housing, and restaurant development In the City Center . These representatives
expressed there is a need to educate City Council on the economic potential of
development In the City Center and the public financing mecha nisms required that will
enable developments of scale to be built. The following bullet items provide an
overview of the discussion:

91 The TIRZhas been an effective tool for one -off projects, but there needs to be a
more holistic approach rather than bits and pieces. A concrete review process
with metrics for project eligibility will mitigate projects being awarded on case by
case basis.

1 There are players in San Angelo that might facilitate the creation of a City
Center Investment Fund designed to provide capital for City Center projects that
meet certain criteria. The Fund would provide its group of investors a
guaranteed return to be paid by the project, but backed by City sources (like TIF
funds).

1 There is a need for a process champion that facilitates strong communication of
City Center development guidelines and expectations.

9 In conjunction with the Design & Historic Review Board, the City might identify
key/target buildings for first phases of concentrated development effort in the
City Center .

Group 4: Chamber of Commerce (President, Phil Neighbors and Vice President,

Pamela Miller), City of San Angelo Economic Development (Director, Roland Pena)

The San Angelo Chamber of Commerce and Economic Development Director
communicated resounding support f or new workplace, housing, and restaurant
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development In the City Center . The Chamber was unique to identify efforts to
encourage connectivity across the Concho, supporting comfortable and safe
pedestrian connection across the river, as a facet of future City Center development
The following bullet items provide an overview of the discussion:

1 Renovation of historic buildings and new building development is desired to
support a vibrant City Center for San Angelo, increase the City's tax base and
tax reven ues, and support tourism and convention efforts in the City Center .

91 Increased activity in  the City Center should be accompanied with an organized
parking strategy that indentifies public parking and convenient access for both
local and out of town visitor — s.

I The Chamber indentified connectivity is an important issue they face when
marketing the City to visitors. Ideas that make the walk across the Concho more
inviting and comfortable should be considered as part of a City Center
development effort.

T Commerc ial uses along the Concho trail system, like hotel and dining, are
desired to support the need for improved connectivity and further appeal to
tourists and visitors.

The Chamber representatives provided the following market updates:

 The Pearl on the Conch o is undergoing transformative renovation and
improvements that include conference supportive meeting space. The lodging
and event space is expected to open in the coming months.

1 The Angry Cactus (club/restaurant) is expected to submit for permit in the
coming months; Twisted Root burger is under construction and expected to
open in the coming months.

Group 5:  San Angelo Museum of Fine Arts (Director, Howard Taylor), Health Foundation
(Chairman, Mike Boyd and President, Tom Early), Shannon Hospital (Facil ities Director,
Dale and President/CEO Brian Horner, and Board Member Mike Boyd), First Financial
Bank (President, Mike Boyd), Texas Bank (President, Gary Cox), and Pearl on the
Concho (General Manager, Mikala Brownfield)

Community and Employment leaders i n and around San Angel o0ds City
communicated support for new workplace, housing, and restaurant development In

the City Center . The group identified the need for targeting catalytic projects on

specific sites within the City Center , and rallying aro und those projects to identify

economic gaps and realize solutions for filling those gaps. The following bullet items

provide an overview of the discussion:
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The Health Foundation has expressed a significant interest in a resort -style
destination hotel on o r by the river, particularly on land owned by the
Foundation.

These community leaders suggested support for a City Center Development
Fund and indicated a process champion might be found in current active
players in the City Center .

This group agrees that uniqueness of place and sense of community identity
provide San Angelo's greatest assets. Capitalizing on the City's unigqueness of
place to support urban development and draw people to the "historic city
center" should be approached holistically and includ e consideration of land
south of the Concho and surrounding the City's existing cultural amenities.

The museum is the heart of 200 acres designated as a cultural place/district.

There is a need to understand the assets present in the City Center and the
economic impact of preserving and celebrating those assets. The museum wants

to be involved with acquiring and transitionally redeveloping/developing the

land immediately around the museum (including the depot, river stage and
historic fort).

The is belief that spur for development most likely will not come organically, and

an effort should be mounted to reach out to local investors to tap on investment

from within the community.

There is consensus that redevelopment and new development In the City Center
presents a unique opportunity for San Angelo to become a true destination in

the region and across the State.

The Master Developer effort should include providing precedent and proposed
strategy for a City Center Development Fund that raises private funds accessible
to applicants who meet certain project requirements. This Fund would support

local and out -of-town parties who recognize the potential for new development

to capitalize on the City Center 's existing assets.

There is general belief that a specif ic, detailed phased development plan must

be created to move the effort from concept to built reality.

This plan would identify sites, development cost, related economic gap need,

and proposed solutions for filling the gap. These sites should be north and south
of the river.

This effort must include educating the City Council on public financing
mechanisms that can be used to fill the gap. The council should be a player
willing to give up a certain amount of future revenue (delayed future revenue)

for the r ealization of the potential of  the City Center ; failure to capitalize future
potential revenue will result in unrealized potential.

Shannon's representatives confirmed progress of the MOB expansion and
identified need to improve wayfinding, make it consist ent and/or coordinate
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with signage and wayfinding in the City Center . The expansion plan's footprint
and parking strategy should be studied for potential synergies with future urban
development efforts that will interact with blocks included in the expans ion.

1.2 Form-Based Code & An Enhanced Zoning Concept

The use of zoning regulations began in the early 20th century in response to urban
overcrowding and the intrusion of heavy industry into residential and retail areas.
Communities such as San Angelo chose to address the problem by separating
incompatible uses and limiting residential density. It is for this reason that commercial
and office buildings generally occur in one part of town, houses in another, retail and
restaurants in a specific area . This also tended to organize the City through high -speed
roadways that are often the sole way for people to travel from one location to another.
Because traditional zoning rules often promote low -density development and limited

0 o ngzefitssal | 6 h ohoiees, theg policies encourage excessive land consum ption
and automobile dependency. Such zoning can stand in the way of communities
seeking to create vibrant, walkable neighborhoods that give residents the option of
walking to a store, park or work.  And such ordinances can even interfere with a person
working from home or operating a home -based business.

In reaction to these new desires, communities nationwide  are using Form Based zoning
codes that accommodate these new market desires. For these opport unities to be

best accommodated in San Angel obds City Center

Form-Based Code for its City Center zone.
Key Points

Unlike conventional zoning, form  -based code offers the following benefits:

1 Instead of dictat ing or limitin g activities, a form -based code focuses on such
elements as parking locations and limits, building frontages and entrances, window
standards, streetscaping and building elevations.

1 With form -based code what matters are the relationships between buildings a nd the
street, pedestrians and vehicles, public and private spaces and the size and types of
roads and blocks.

1 Form-based code can be customized to fit San Angel ods visiorefor

it to preserve and enhance a particular nei ghbor h o o dtérsdramatically a
change and improve it , or do a bit of both.
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1.3 Simplified Economic Development Facilitation

Currently, there are a range of players in the marketing, coordination and facilitation of
economic development in the City Center. T 0 various degrees, t hese include the
following entities:

City of San Angelo

San Angelo Development Corporation
Downtown San Angelo Inc.

San Angelo Chamber of Commerce
San Angelo Area Foundation

San Angelo Health Foundation

San Angelo Restaurant Association

=4 =2 =8 =8 = -9 =9

The existence and efforts of these entities is a strength to build upon. That said, there
lacks a coherent strategic plan t hat organi zes these various en
regard to economic development in the City Center. Parties interested in investi ng
within the City Center are often communicated to by individuals from various entities,

and competing concerns can overshadow the underlying interest. If such efforts are
not coordinated, these well -meaning activities can work to stifle market interest in the
City Center to due to perceived complexity and politic. As such, it is highly
recommended that a strategy be executed in which there is a clear structure of
coordinated communication across all parties that determines singular responsibility for

1) marketing to potential City Center interests, 2) accumulation and presentation of
information pertinent to City Center interests, 3) preparation of business plan for how

such interests may implement new investment that includes economic development

incent ives, and 3) on -going communication and opportunities associated with on -
going operations.
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2.0 Workplace Infill Development

Promoting New Daytime Population and Employment in the City Center

2.1 Employment Demand

The primary economic driversin San Angel o0s t rhavel leeenadendifeed as the
health care sector, ASU, Goodfellow AFB and the energy sector. These four drivers
influence the San Angelo employment market in meaningful ways, and provid e long -
term stability to San An g eniployment off erings. As the City and its marketing
partners devise strategies to attract employment to the San Angelo market, special
attention should be paid to the leveraging of these economic drivers towards new and
creative employment infill within  the City Center .

Demand Characteristics

The full San Angelo employment market has been identified and cate gorized on page
14 of the Report by industry and percentage of market capture. The following to list
identifies the top categories (with their percentages of the to tal San Angelo workforce)
that most easily relate to the type of building space that may be applied in the City
Center . Below each category are examples of such employers and primarily taken

from the list of the top 20 employers within San Angelo as also identified in the Report.

1.
f
f
f
f
f
2.
f
f
3.
f
f
4.
f
f
5.
1
1
1
6.
1
1

Education services, health care and social assistance 24.9%
Shannon Health System

San Angelo ISD

Angelo State University

Baptist Retirement Center

(Howard College)

Professional, scientific, management, administrative, waste ma nagement 7.7%
Performant DCS/HCS/VFI
(SKG Engineering; Brockett & McNee |; Devon Energy )

Public Administration 6.7%
City of San Angelo
Tom Green County

Construction 5.8%
Reece Albert
(Templeton Construction)

Finance, insurance, real est ate, rental and leasing services 5.5%
BlueCross BlueShield of Texas

(Wells Fargo, First Financial Bank, QualTrust FCU, San Angelo FCU,

Citizens State Bank, First National Bank of Mertzon, Texas Bank)

Information 3.4%
SITEL
Verizon
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Potential Synergies

Targeted effort should be made in the analysis of these employment categories to
determine synergies in use across other employment categories that could be
capitalized in the City Center . For instance, the largest number of employees in SAISDi s
situated in or adjacent to  the City Center . Through strategic analysis, there are a host

of related service companies that would benefit by being adjacent to these facilities.

The fact that Goodfellow is in close proximity allows such synergies to be r ealized when
attracting related companies to the City Center . And providing an intown alternative
to the location of flex office and light industrial facilities on the north side of the City

Center are another area of opportunity.

The addition of these new employees the City Center will bring regional benefits to  the
City Center by increasing the daytime population and related impacts including

added restaurant and housing demand. As such, specific research should be made
identifying such potential acr o0ss current employers within San Angelo to devise a
strategy tailored to attracting these businesses to move into the City Center --San
Angel ob6s only true urban place.

This is not to say that employment along the Loop or on the periphery of the City is
neg ative. But, by orchestrating a policy to move businesses that are strategic to
building synergies in the City Center allows a stronger collective impact than these
same companies would provide simply coexisting with other land uses on the periphery.

Fromt he Cityds perspective, ghe ity Céenterf iwill lintrodueev e | o p me
new daytime population that will further momentum in retail, service and restaurant
i nvest ment , and will bring the added recdc&igyni ti on

Center identity as a regional center of mixed  -use experience that can advance the
Cityds brand itself.

2.2 Workplace / Workforce Infill Strategy

Opportunity Sites

The opportunity sites analysis in the Downtown Master Development Strategy highlights

four area s for new workforce development projects . First, it identifies the existing office
buildings in San Angelo to be equipped to handle more conventional office infill and

should be marketed as such (albeit many are in need of improvement). Second, there

are underutilized properties on the entire north side of the City Center and around the
railroad line that can accommodate larger footprint new development in which office

may front the street with storage and parking behind. There are additional
opportuniti es around Shannon Medical Center for new health -science infill
development. And finally, it identifies smaller sites along West Harris for infill of single user
executive office buildings.
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The map below identifies these potential workplace / workforc e infill sites based on the
physical analysis prepared in the report in which opportunity sites are hatched in red
(see pages 28 -42 of the Report for the full analysis leading to the identification of these general

City Center opportunity sites). The yellow circles indicate opportunities for lower density
flex office / light industrial infill, which at the time of the report anticipated immediate
potential for energy sector uses. The orange circle identifies sites better suited for
medium density office u  ses, including and not limited to medical uses.
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Demand Calculations

The market research contained in  the City Center Master Development Strategy  shows
the largest employment sectors, employers, and employment projections over the next

5-8 years. From t he period between 2013 and 2023, the Census Bureau and ACS Survey
identified an increase of 2,828 jobs in the San Angelo trade area. The report identifies
48% (excluding ASU and energy sector) of these jobs are tied to employment
categories that can fill  traditional office space. When adding the potential measured

at that time for employment growth related to ASU and the energy sector, an
additional 5,818 jobs may be added. When combined, a total of 8,646 jobs have been

reported as having possibility dur ing this time period, with 48% (4,159 jobs) being office -
oriented (as the capture pool for consideration in the City Center ). Applying a
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potential capture rate of 25% as the goal for attracting such new growth in the City
Center , and utilizing building ar ea calculations associated with this number of people,
the Report identified 220,936 sf of potential building space through 2025.

Programming

For the purposes of calculating project applications, the following programming
assumptions have been identifie  d.

Traditional Office Space (30% of demand: 66,280 sf
Light Industrial / Flex Office  (70% of demand): 154,655 sf

Note: At the time of this update , it is unclear how much of the baseline demand has
filled in across the larger San Angelo trade area or within the City Center area in
particular. It is recommended that the City and Chamber identify this amount of office
absorption through measurement of building permits and change in area office
vacancy rates to further refine this opportuni ty analysis.

2.3 Zoning Madification

In general, zoning in the City Center zone is supportive of the type of workforce and

office uses anticipated in the Downtown Redevelopment Strategy. That said, it is
recommended the City enact a form -based code to ensure the urban form of the City
Center is preserved and enhanced. Special care should be taken in the form based

code to address parking both in terms of the amount required by use and ability to
utilize on -street parking as supply .

2.4 Two Investment Scenarios

There are two types of investment potential associated with Workplace / Workforce
infill within the City Center . These two approaches are summarized on the next several
pages for review and consideration.
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a. Project Lease 0 Reconfiguration of Outdated Tenan tand Common Space

The acquisition, renovation and lease to third -party tenants in existing office or light
industrial space within the City Center provides needed daytime population within the
core, and provides opportunities to upgrade existing older fac ilities and generate a
stronger tax base. This carries with it the second highest cost of the three options, and
generates the need for econom ic gap financing. This scenario is illustrated in the
photos above, and the economic implications are shown belo w.

Example 1: Continental Building

Cost Model

Program: 10,000 sf

Development Cost (Renovation $50/sf): $500,000

Tenant Improvement Allowance ($20/sf): $200,000

Current Lease Rates: $15/sf

Operating Costs: $8/sf

Return on Costs Threshold: 8.5%

Supportable Building Acquisition Price: $160,000

Cityds Rol e

As part of this process, the Cityds role is simj
existing property owner or prospective building tenant. As part of this dialogu e, the City

would communicate the available incentive program and related qualifying factors.

The Cityds rol e shoul d not be to act as a red
purchases buildings or properties for the purpose of redevelopment unless such

ac tivities are the result of careful strategy and consideration as these efforts can tend

to upset the local investment market due to the unknowns created by such public

action.

Analysis Behind Cost Model

1. Identify Cost to Improve the Asset to Achieve Marke t Level Rent
For purposes of this analysis, the building shell and common areas were assumed to
be improved with a cost of $50 per net rentable square foot and the cost for the
Tenant Finishes Improvements were quantified at $25 per net rentable square foo t.
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2. Define Current Market Lease Rates for Similar Class Improved Assets:
Through a thorough review of the immediate market it was determined that rental
rates could be increased by $6 per square foot.

3. Establish an Operating Budget to Operate the Asset as Stabilized:
The operating budget could be reduced by $1.25 psf through a more efficient and
modern design of the building systems.

4. Calculate the Net Additional Operating Income:
Net Additional Operating Income is Additional Revenues plus Operating Expen se
Savings. This was calculated as $7.25 psf.

5. Define Return on Costs Threshold:
The Return on Costs is the unlevered rate of return required for the risk profile of the
investment. This was determined to be 8.5%.

6. Calculate the Supportable Building Acq uisition Cost:
This is the Additional Net Operating Income divided by the Return on Costs
Threshold. This was calculated as approximately $340,000

7. Determine the Financial Gap:
This calculation will be determined by the Total Sales Price less the Support able
Building Acquisition Cost.

Note: If there is a gap generated in this scenario, t  here are a range of tools that may
be utilize d to close the gap. This combination of funding sources should be tailored to
the specific project and developer/sponsor. The full collection of gap financing
mechanisms is presented in the  Development Incentives  section of this document; the
scenario described above is for illustration purposes.
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b. Project Development & New Construction of Class A Building

The development of new owner -occupant office and employment uses within the City
Center provides the largest opportunity for tax base growth, but at the highest cost

and need for economic gap financing. The implications of this scenario are shown
below.

Example 1: W. 4th Street Warehouse Site

Cost Mod el

Program: 10,000 sf
Development Cost (New Construction $ 145/sf): $1,450,000
Tenant Impr ovement Allowance ($20/sf): $200,000
Current Lease Rates: $18/sf
Operating Costs: $8/sf
Return on Costs Threshold : 8.5%
Economic Ga p Requiring Incentive: $675,000

Cityds Rol e

As previously discussed, the Cityds role is simp
existing property owner or prospective building tenant. As part of this dialogue, the City

would communicate the avai lable incentive program and related qualifying factors.

The Cityds role should not be to act as a red
purchases buildings or properties for the purpose of redevelopment unless such

activities are the result of careful str ategy and consideration as these efforts can tend

to upset the local investment market due to the unknowns created by such public

action.

Analysis Behind Cost Model

1. Identify Cost to Acquire and Improve the Asset to Achieve Market Level Rent
For purposes of this analysis, the land was assumed to be acquired at $200,000 and
the Cost for the Shell and Tenant Finishes Impr ovements were quantified at $145 per
net rentable square foot.
2. Define Current Market Lease Rates for Similar Class Improved Assets:
Through a thorough review of the immediate market it was determined that rental
rates are in the $18 psf range
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3. Establish an Operating Budget to Operate the Asset as Stabilized:
An operating budget of $8 psf has been established to operate a building of this
g uality.

4. Calculate the Net Operating Income:
Net Operating Income is Revenues (Market Lease Rates ) less Operating Expenses.
This was calculated as $10 psf.

5. Define Return on Costs Threshold:
The Return on Costs is the unlevered rate of return required for the risk profile of the
investment. This was determined to be 8.5%.

6. Calculate the Supportable Cost:
This is the Net Operating Income divided by the Return on Costs Threshold. This was
ca Iculated as approximately $1,175 ,000

7. Determine the Financial Ga p:
This calculation is the Total Development Costs (step 1) less Total Supportable Costs
(step 6). This derived a gap of approximately $ 675,000

Note: There are arange of tools that m ay be utilized to close the gap described above
and should be tailore d to the specific project and developer/sponsor. The full
collection of gap financing mechanisms is presented in the Development Incentives
section of this document; the scenario described above is for illustration purposes.

2.5 Public/Private Partnership o These investment scenarios would culminate in a
public/private partnership and development agreement that defines the gap financing
concepts necessary to  implement the development, and define the timeframes for
implementation and related roles of the City, land owner , and developer/tenant.

2.6 Small Business Advancement

As with most communities across Texas, small business interests reflect the majority of

economic development activity that occurs in the San Angelo workplace market. As

such, these business should be focused upon and facilitated to all extents possible.

Furthermore, the locating of small businesses in the close geographic context of the

City Center allows inherent synergies to develop over time that include support of the

restaurant, civic and cultural uses Downtown, and will lead to more identifiable and

vi sual activity that wil!l strengthen the City Cen
sheer critical mass of use and activity. As such, the following tasks are suggested.

Leveraging the Angelo State University Small Business Development Center

The stated mission of the Angelo State University Small Business Development Center is
to ofoster small business success in the ten counties that comprise the SBDC service

area. 0 Having counsel ors t hat ar e certified bus
marke ting, human resources, financial analysis, business planning, financing and others,
the Center works to accomplish these goals through counseling, technical assistance,

training seminars and workshops, advocacy, research studies, resource information and
coordination with the U.S. Small Business Administration and other community business
support services.
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As this facility is located in the City Center, it is recommended they become part of a
small business economic development strategy the City develops t hat helps better
utilize the SBDCO0s resources to both I ocate

Operating Incentives

In addition to the benefits provided by the SBDC, it is recommended t he City work in
conjunction with  its marketing par tners to devise economic development strategies
designed to decrease operating expenses, increase efficiency, and add to a stronger
workplace experience in the City Center specifically . These efforts would be
economically incentivized to achieve initial ¢ atalytic investment. (see  Development
Incentives later in this report ).
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3.0 Restaurant Infill Development

Promoting ExpeatdaédmebBatd «hpCityGemter i n

3.1 Restaurant Infill Strategy

The Downtown Master Development Strategy identified demand for six new restaurants

over the next 10 years. (see page 25 of the report for the demand analysis). The Strategy
suggests locating these restaurants  along and near Chadbourne Street to create the
critical mass needed for a more defined restaurant district. The map below identif ies
potential restaurant infill sites based on the physical analysis prepared in the report in
which opportunity sites are hatched in red (see pages 28 -42 of the Report for the full analysis
leading to the identification of these general City Center opport unity sites). The specific sites
identified for potential restaurant investment are t argeted within the orange ellipse.
These are presented for informational and programming purposes only and should not

be considered mandates for redevelopment or acquisi tion.
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