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Study Session for January 22, 2019
Continued Discussion of Proposed University Hill Hotel Partnership

EXECUTIVE SUMMARY

This memorandum presents the progress made to-date on requests made at the Sept. 4, 2018 City
Council discussion of a proposed public-private partnership intended to achieve three goals of
the current Hill Reinvestment Strategy (HRS) within the University Hill General Improvement
District (UHGID). The HRS was initiated as a council priority in 2014 to achieve the following,

among other quality of life improvements on the Hill:

e Leverage UHGID “catalyst’ sites (Attachment A), including the UHGID-owned Pleasant
Street and 14" Street surface parking lots, to attract a major attraction or anchor tenant

with the potential to diversify the district customer base and bring in year-round
customers;
e Address the perceived UHGID parking problem;

e Improve the attractiveness of the area to new customers and visitors by cleaning up the

most run-down portions of the district.



The partnership arises out of a proposal from a local developer to assemble multiple parcels of
land at University Avenue and Broadway sufficient to construct a 189-room hotel and 10,500
square feet of related commercial space. Current discussions between the parties have
determined that the project will not be possible without inclusion of the Pleasant Street lot in the
land assemblage and a contribution by the city toward specific project costs. The proposed city
participation would be limited to public realm improvements, namely the streetscape (sidewalks,
trees, lighting, bus shelters, etc.) along University, Broadway, and Pleasant and the construction
of a pedestrian plaza to connect University Avenue and Pleasant Street. The cost of the public
improvements is estimated at $3 million to be repaid solely from new accommodations tax
revenue generated by the proposed hotel. Accommaodations tax revenues are estimated to be
between $700,000 and $1 million per year when the hotel is fully operational, all of which would
go to the general fund after the public realm improvements were repaid. Options for the period of
repayment have been explored and may be further considered by council at the study session.

The scope of the proposed partnership has been reduced significantly in response to comments at
the Sept. 4, 2018 council meeting. Specifically, it no longer includes:

e City/UHGID construction of a 200-space public garage beneath the hotel;
e Use of Certificates of Participation (COPs) or collateral from other city assets; and
e Leasing the Pleasant Street lot into the land assemblage.

The revised proposal has been reviewed and discussed by the University Hill Commercial Area
Management Commission (UHCAMC) at its October, November, and December meetings; by

the Hill Reinvestment Working Group (HRWG) at its quarterly meeting in December; and at a

public meeting held on Jan. 7, 2019. The primary questions for council at this stage are whether
and how to contribute Pleasant Street to the land assemblage and whether to reinvest new hotel

accommodations tax revenues into public improvements that make the hotel project financially
feasible.

The memorandum will cover the following:

e Responses to City Council requests made on Sept. 4, 2018;

e Overview of the current proposal for council direction;

e Finance Department analysis of the proposed partnership and city investments; and

e City Attorney’s Office overview of the statutory ability of the city and UHGID to pursue
the proposed partnership and investments.

QUESTIONS FOR COUNCIL
1. Does council wish to pursue the UHCAMC recommendation to sell the Pleasant Street
surface parking lot to the developer for fair market value to support the project and to
leverage the proceeds to improve district access in a more effective way?



2. Would council support using some portion of the new hotel accommodations tax
revenues generated by the proposed hotel estimated between $700,000 and $1 million per
year to allow the hotel project to move forward, limited to the streetscape along
University Avenue, Broadway, and Pleasant Street, and the construction of a public plaza
connecting University Avenue to Pleasant Street?

3. Does council wish to follow the HRWG recommendation to make the sale contingent
upon (i) city approval of the hotel development and (ii) investment of the proceeds as an
equity investment in a joint venture to construct a private, above-ground garage on 14"
Street on the Hill in exchange for a lease payment to UHGID of a percentage of the
garage revenues?

RESPONSES TO COUNCIL REQUESTS
The requests made at the Sept. 4, 2018 meeting were a combination of specific commitments
from the development partners and additional information from staff.

Partner Commitment Responses
Council requested that the developer and hotel operator commit to several actions if the project
proceeds. All of the requests have since been accommodated and communicated to council:

e The St. John/Dorrell owners fully support the proposed redevelopment of their properties;

e The developer agrees to a penalty for early sale of the project;

e The developer agrees to create a tenant relocation assistance fund to be administered by
the city;

e The hotel operator agrees to create and administer a transportation demand management
program, as it has in its other locations, to reduce single-occupancy access to the hotel by
its visitors, guests and employees;

e The hotel operator agrees to provide student employment opportunities, as it has in its
other locations.

Developer and hotel operator commitments are summarized in a letter from the Nichols
Partnership dated Jan. 10, 2019 (Attachment B). Landowner support for the project is
represented in a signed consent resolution (Attachment C). Sage Hospitality additionally
responded to the question of why a hotel is an optimal anchor use to revitalize the University Hill
district in an email to council dated Oct. 1, 2018 (Attachment D).

Staff Information Responses
At the meeting, City Council asked staff to provide additional information on the project,
generally focused on the areas of price, people and parking.



Price

Some price-related information is no longer relevant under the current proposal, e.g. annual cash
flows for repayment of Certificates of Participation (COPSs) for the garage construction, and why
COPs were the preferred funding mechanism. Responses to these requests were provided to City
Council by email on Sept. 20, 2018. Additional analysis on the cost of the current proposal is
provided in the section below, prepared by the Finance Department.

People
Potential impacts on existing tenants continue to shift as tenants come and go on the project site.

Staff conducted extensive outreach prior to the Sept. 4, 2018 City Council meeting to ensure
every tenant was aware of the proposed redevelopment of the property and to begin documenting
the specific relocation needs of each business. A map of current vacancies on the Hill
(Attachment E) illustrates opportunities that currently exist for businesses to remain on the Hill.

Since the memo was prepared for the Sept. 4, 2018 council meeting, four (4) of the 15 potentially
impacted businesses have closed their Hill locations (Big Daddy’s Texas BBQ, Colorado Rising,
Salvaggio’s Deli and Waffle Bar) and one (1) new business has opened (B’s Grilled Cheese). Of
the remaining businesses, two (2) declined to indicate their plans, two (2) plan to close, two (2)
plan to relocate elsewhere within Boulder, one (1) has a right of first refusal to return to the
project site when the hotel is complete, one (1) has relocation plans already in place to remain on
the Hill, and three (3) would like to remain on the Hill but have no plans currently in place.

If the partnership proceeds and the hotel is approved for construction, city staff will resume its
active efforts to assist with relocation planning. The city will additionally have the resource of
the developer’s relocation assistance funding to help those who wish to remain on the Hill.

Parking
A request from council for recent district parking studies prompted staff to engage a

transportation consultant to update district-wide parking utilization data; to conduct survey work
to obtain information on the current users of the Pleasant Street lot; and to estimate the demand
for district employee parking permits if the current cap (57 permits on the Pleasant Street lot,
none on 14" Street) was no longer in place. Additional traffic impact analysis will be conducted
as part of the city’s required development review process for a project of this size, if and when
the project moves forward. Staff would continue to communicate reqularly with CU to ensure
that the planning and traffic impact analysis for the hotel project is conducted in coordination
with their planning for the proposed CU conference center, if and when that project proceeds.

The UHGID parking study was completed in November, timed to take place under typical
parking conditions, i.e. when students are present on the Hill. A memo from the consultant
(Attachment F) describes key observations and data collected by the study.



District Parking Utilization Study Findings

Preliminary findings from the parking utilization study were provided to the University Hill
Commercial Area Management Advisory Committee (UHCAMOC) at their meeting on Dec. 4,
2018. These included:

e There are 301 parking spaces in total available to the public within UHGID (153 on-street
and 148 off-street);

e District parking demand is highest at midday and when parking is free in the evenings
(starting at 7:00 p.m.). Parking in a majority of the district is below 85% occupancy, or
the point at which a customer may experience difficulty finding a parking space.
Exceptions are 14" Street during University of Colorado-Boulder (CU) class time, on the
CU parking lot located at 13" Street and Pennsylvania Avenue, some on-street blocks
midday on weekdays, and on-street when parking is free in the evenings. The Pleasant
Street lot never approaches peak occupancy (highest was 66% on a week-day);

e The users of the Pleasant Street lot are primarily employee permit holders; and

e The estimated demand for employee parking permits is between 50-85 permits.

The consultant’s memo includes additional consideration for unknowns that could impact
parking demand. The unknowns include the impact of the additional customers generated by the
hotel on existing vacancy rates and the future of the CU lot.

In response to finding that the users of the Pleasant Street lot were primarily employee permit
holders, staff inquired about the feasibility of supplying permits for UHGID employees in the
proposed CU conference center garage, which is still in the planning stage but would be located
immediately opposite the Hill hotel at the intersection of Broadway and University Avenue if it
proceeds. CU expressed a willingness to coordinate with the city on usage of various CU and
city parking assets on the Hill, including the conference center garage and right-of-way spaces
on 15" and Grandview currently used by CU for permit spaces under a Memorandum of
Understanding with the city.

Pleasant Street User Survey Findings

A second goal of the study was to determine what types of users would be impacted by the loss
of Pleasant Street if it were leased or sold into the hotel land assemblage. The 62 respondents
were mostly hourly parkers who relayed the following information:

e 54% parked to dine in or pick up food,

e Those who came to shop or eat stayed for an average of 45 minutes;

e Students who parked to go to class stayed for an average of two hours and 20 minutes;
e All used the Pleasant Street lot an average of three times a month; and

e All were residents of Boulder.



The consultant recommends that if the proposal to sell Pleasant Street moves forward, that the
city conduct a survey of current employee permit holders (who mostly declined to take the
survey because they needed to get to work) to inform employee permit coordination with CU.

REVISED PARTNERSHIP PROPOSAL

On Dec. 4, 2018, UHCAMC reviewed the parking study findings that Pleasant Street was not
operating at peak occupancy and was mostly serving employee permit holders who could be
accommodated in the proposed CU conference center garage, or on Grandview if the conference
center does not proceed. The commission voted unanimously to support moving the hotel project
forward by selling the Pleasant Street lot to the developer for fair market value and leveraging
the proceeds to improve district access in a more effective way. UHCAMC is the advisory board
to City Council on matters related to UHGID, and it is made up of representatives who own
property or businesses in the district as well as at-large community members.

On Dec. 20, 2018, the HRWG invited the public to attend its quarterly meeting to preview the
scaled-back partnership proposal for public feedback. The HRWG is an interdisciplinary group
of Hill stakeholders, including members of City Council, CU administration, CU student
government, The Hill Boulder merchants association, and commercial and residential property
owners. The group meets monthly to develop mutually acceptable approaches to solving quality
of life problems on the Hill. The December meeting was attended by 20 people. Discussion
centered on expanding on the UHCAMC recommendation to make the sale of Pleasant Street
contingent on (i) city approval of the hotel development and (ii) investing the proceeds from the
sale of Pleasant Street into an equity partnership with a private developer who would construct a
private, above-ground parking garage on the UHGID’s 14™ Street lot. The district’s equity
investment in a new parking facility could support its obligations to provide sufficient parking
for its customers and employees, while creating a potential new revenue source for district
cleanliness, safety and marketing programs.

On Jan. 7, 2019, the city hosted a public meeting to get feedback on the UHCAMC and HRWG
proposals. The meeting was attended by seven members of the public and the conversation
primarily focused on three considerations:

1. Appreciation of the continued need for parking problem on the Hill. Even though the
parking study showed moderate utilization of parking under existing conditions, the
elimination of 62 spaces on Pleasant Street and future unknowns (i.e. decreased vacancies
and the future of the CU lot) necessitates a commitment to investing UHGID funds
toward replacing the lost parking elsewhere. It was mentioned that a new private garage
on 14" Street would have the added benefit of providing a means to introduce electric
vehicle (EV) charging stations on the Hill, and that the proceeds of the sale of UHGID’s
Pleasant Street lot could be held until it was determined whether a joint venture on 14"




Street was feasible (although they would not want to delay pursuing a joint venture

indefinitely); and

2. Desire to keep up the momentum of recent improvements on the Hill. The Hill Event

Street brought fresh life to the district with new lighting, landscaping and wider
sidewalks. The hotel would continue to build on this momentum and provide a benefit to
the broader community by creating a gathering place that is attractive to students, visitors
and residents alike. The Elizabeth Hotel in Ft. Collins (operated by Sage) is a good
example of how this can be done. The hotel redevelopment would reduce the amount of
retail square footage in the district to potentially positively impact commercial vacancies.

3. Coordination with CU on conference center development is key. If the project is

approved to proceed, the site plan and traffic review processes should be considered in
close coordination with CU as they move forward with planning for the CU conference

center and garage.

Lastly, an additional consideration raised at a prior HRWG monthly meeting is to ensure that the
design of the building respects the historic nature of University Hill. If the project proceeds, the

development review process will provide opportunities at both the Planning Board and City
Council public meetings for members of the public to weigh in on the project design.

Table 1. Alternative Partnership Scenarios

LOI Scenario (Sept. 2016)

UHCAMC Scenario (Dec. 4, 2018)

HRWG Scenario (Dec. 20, 2018)

UHGID leases Pleasant
Street to development
partner.

UHGID sells Pleasant Street to
development partner, allocates
proceeds to addressing district access
needs more effectively.

UHGID sells Pleasant Street to
development partner, contingent
on (i) approval of hotel
development and (ii) use of
proceeds to attract a developer to
construct a private garage on
UHGID’s 14" Street lot for a
ground lease payment of % garage
revenues.

Requires $22M in general
fund support to construct a
200-space underground
garage and streetscape
improvements.

Requires $3M in general fund
support to construct streetscape
improvements and a public plaza.

Requires $3M in general fund
support to construct streetscape
improvements and a public plaza.

General fund repaid in 30
years through 100%
dedication of
accommodations tax,
property tax, sales tax,
UHGID mill levy and
parking revenues generated
by the project site.

General fund repaid in 3-5 years
through 100% dedication of
accommodations tax revenues
generated by the project site.
Decreasing the % would extend the
repayment period.

General fund repaid in 3-5 years
through 100% dedication of
accommodations tax revenues
generated by the project site.
Decreasing the % would extend
the repayment period.




FINANCIAL CONSIDERATIONS OF THE REVISED PROPOSAL

The Finance Department has prepared the following analysis of the financial considerations of
the revised proposal.

Elimination of Significant Fixed Investment in Underground Parking

The revised proposal does not include a city-owned and operated garage. To meet the hotel’s
operating needs, the developer will need to construct an approximately 50-space garage at their
own cost, to be owned and operated by the hotel partners. The developer anticipates that these
spaces would be largely available during daytime hours.

The development team indicates in their letter to council (Attachment B), however, that the
revised development concept results in a $6 million feasibility gap for the project’s return on
investment. For the project to be attractive to equity and debt investors, the project needs to meet
a market capitalization threshold of 10%. In order to meet a capitalization threshold, a developer
can do one of two things; increase annual cash flows or reduce the purchase (or construction)
price. In this situation, the development team is proposing both.

Public Improvement Fee - $3 million

The developer proposes increasing annual cash flows through the imposition of a Public
Improvement Fee (PIF). A Public Improvement Fee is a private fee that a developer requires its
tenants to charge on retail transactions. The PIF is specifically a fee and not a tax; therefore, it
becomes a part of the overall cost of the sale/service and is subject to sales tax. The PIF is not
collected by the city, but by a third-party administrator hired by the developer. PIFs are widely
used throughout Colorado, including in projects in Lakewood, Loveland, Aurora, Ft. Collins and
in Denver’s Union Station, where PIF funds support historic preservation of the building.

City-Funded Public Improvements - $3 million

The current design concept includes significant improvements in the public right of way,
including streetscape improvements, the creation of pedestrian flows through the development,
and large open plaza(s) conducive to gathering and perception of safety. To reduce the
construction cost of the project to make it financially feasible, the development team proposes
expanding its original commitment to fund the streetscape improvements on the project site ($1.2
million) to additionally fund the construction of public plaza space and pedestrian pathways that
connect University Avenue to Pleasant Street through the project site ($1.8 million). The $3
million in public realm improvements could be repaid over time through a portion of the
incremental accommodations tax revenue generated by the new hotel.

Sale of Pleasant Street Parcel and Reinvestment of Proceeds

The revised proposal eliminates the construction of an underground parking garage and includes
recommendations from UHCAMC and HRWG to allocate UHGID resources to more effectively
leverage its assets to improve district access.

UHCAMC Recommendation

Based upon the results of the November 2018 parking study, UHCAMC voted unanimously to
recommend that council consider selling the Pleasant Street lot rather than lease it to the
developers for the project site land assemblage. Based upon a preliminary offer from the




development team and internal analysis, staff estimates the fair market value of the Pleasant
Street lot to be between $3 million and $4.5 million. An independent appraisal would be required
if council supports further exploration of this concept.

HRWG Recommendation

HRWG proposes using the city-owned land at 14" Street and proceeds from the sale of the
Pleasant Street lot to attract a Joint Venture Partner (JVP) to construct and operate a new, private
parking garage on the 14" Street lot. The proceeds from the sale of the Pleasant Street lot could
subsidize the construction cost, while the long-term sustainability of the district could be
enhanced through a ground lease based on a percentage of parking revenue. The HRWG
proposal eliminates the need for the UHGID or the city to finance the construction of a

parking garage and shifts the burden of development financing to an external partner. Prior to
proceeding with this concept, a feasibility study would be necessary, including a parking demand
analysis and an estimate of the net operating income (NOI) of the garage.

Long-Term Financial Sustainability of UHGID

The loss of parking revenues from the two surface lots would significantly reduce UHGID
annual income. In 2017, the Pleasant Street and 14™ Street lots generated a combined revenue of
$176,000. This loss in income would have to be offset by a combination of new revenues and
reduced costs under the new scenario. New revenues and cost savings could include:

e Increased UHGID mill levy revenues generated by the redeveloped hotel site;

e Reduced operating and maintenance costs from elimination of the two surface lots;
« Ground lease revenue from the 14" Street joint venture (if feasible); and

« Share of parking revenue from the 14™ Street parking joint venture.

As part of its 2019 work plan, the city will be exploring ways to enhance UHGID fund
sustainability; looking at parking revenues, district operations and maintenance and the cost of
priority safety and infrastructure improvements. If the proposed partnership proceeds, the
exploration could additionally look at the potential impact of enhanced mill levy revenues from
the hotel development and potential revenues from a joint venture on 14" Street.

STATUTORY AUTHORITY TO ENTER INTO THE PROPOSED PARTNERSHIP

Below is a review of the statutory authority of UHGID and responses to several specific
questions and comments staff has received about the scope of the authority of UHGID within the
context of the current partnership proposal.

Background
The University Hill General Improvement District (UHGID) is a general improvement district

created by the city in 1970 under authority that exists in the city charter. UHGID is a quasi-
municipal corporation, separate and apart from the City of Boulder, and is a government of
limited powers. In other words, UHGID only has the power that was granted to it by the council.
UHGID’s powers derive from two places: 1) its originating legislation, described below, which
includes powers related to UHGID’s mission; and 2) the powers described in Chapter 8-4,



“General Improvement Districts,” B.R.C. 1981, which are the general corporate powers for the
city’s general improvement districts.

Originating Legislation

The powers of UHGID are described in its originating legislation. UHGID was created in 1970
by Ordinance 3638, and its boundaries increased in 1978 by Ordinance 4299. Its powers were
then modified by Ordinance 4958 in 1985. UHGID’s powers are described in Section 4 of
Ordinance 4958 as follows:

A general description of the improvements to be constructed and installed within the
district or outside the district for the special benefit of the district is a general program
of providing parking, pedestrian, bicycle, mass transit, aesthetic and related
improvements for the district area, which may include, but shall not be limited to:

(@) parking and off-street parking facilities;

(b) acquisition or lease of necessary land or interests therein, and improvements
thereto in connection with said facilities both within and outside the district; and

(c) other incidental and appurtenant facilities and improvements designed to
improve parking and improve the convenience of the district area;

(d) pedestrian and bicyclist amenities including benches, trees, landscaping, bike
racks, signage, banners and trash receptacles;

(e) improvements to increase the attractiveness and convenience of the district;

(f) incentive programs to encourage use of means of transportation to and from the
district other than the under-occupied private automobile; and

(g) maintenance of any of the above described types of facilities and improvements
located in the public right of way within the district.

Authority for General Improvement Districts

In addition to the originating legislation creating UHGID, its powers are also described in
Section 8-4-11, “Powers of District,” B.R.C. 1981. This section of the code describes general
corporate authority and addresses a number of issues including perpetual corporate existence, the
ability to sue or be sued, to borrow and repay debt, construct improvements, manage district
assets and services, to acquire and dispose of property, improve public streets and property,
repair, operate and maintain improvements, create and charge rates for services, adopt and
enforce rules, to name a few.

Staff Responses to Questions Related to the Revised Proposal
Specific questions and comments received by staff are as follows, with staff responses below.



There is a desire to spend some city money on streetscaping and a public plaza in conjunction
with the hotel, and there is a need for better street lighting in the Hill commercial district.

Question 1: If UHGID's surface parking lot on Pleasant Street were to be sold to
the hotel developer, are there legal restrictions on what the sale proceeds may be used
for? Could the proceeds of the sale of the Pleasant Street parking lot be used for these
public improvements within UHGID, or is there a legal requirement that the parking lot
sale proceeds be used only for further parking-related investments? Do certain funds have
to stay on either side of a City of Boulder General Fund/UHGID line?

Response: Any funds collected by UHGID from a sale of the parking lot must
stay within UHGID. However, UHGID could use the funds for anything that furthers the
powers and responsibilities granted to it in Ordinance 4958, Section 4 — that is, anything
from transportation to aesthetic improvements. Ordinance 4948 specifically allows for
maintenance of facilities and improvements located in the public right of way within the
district that are consistent with purpose of the district, including improvements to
increase the attractiveness and convenience of the district.

General fund money (appropriated from the city budget as opposed to the UHGID
budget) can be spent without the limitations placed on UHGID. Once funds are
transferred to UHGID, then such funds need to further an objective of the district.

In addition to the proposed sale of the Pleasant Street surface parking lot, UHGID owns a surface
parking lot on 14th Street. The HRWG has recommended that the city attempt to lease this lot to
a private third party so that party may build a private parking garage on the site.

Question 2: Are there any legal restrictions on UHGID’s ability to sell or lease a
revenue-generating asset?

Response: UHGID is authorized to do what it considers best for the area, which
includes selling and leasing assets. Under the general corporate powers of UHGID, it has
the power to “acquire and dispose of real and personal property and any interest therein.”
Subsection 8-4-11(e), B.R.C. 1981. UHGID is subject to the city’s purchasing procedures
if it decides to sell any of its property. Other than the city’s standard purchasing
procedures, there are no limitations related to the sale of revenue generating assets.

Question 3: Would a ground lease on the 14" Street lot be subject to the 20-
year/30-year city charter lease term restriction?

Response: Such a ground lease would not be subject to the 20-year/30-year lease
term restriction in the city charter. UHGID owns the parking lot, not the city. The
authority to create general improvement districts comes from the city charter. General
improvement districts are given their power and authority by the Boulder City Council



and have all powers that are granted to them. There are no limitations or restrictions on
leasing arrangements. UHGID’s authority to “acquire and dispose of real and personal
property” places no limitations or restrictions on leasing arrangements. Subsection 8-4-
11(e), B.R.C. 1981.

If the Nichols/Sage hotel project is approved (through the standard concept and site review
process), it is anticipated that the hotel may ultimately generate as much as $1 million in
incremental accommodations tax once it is fully operational.

Question 4: Are there any legal restrictions on what the accommodation tax proceeds
can be used for?

Response: No. The accommodation tax is a city revenue source. The revenue may be
used on anything in the city, as the stated purpose of the tax is to “increase the revenue base for
the city to provide municipal improvements and services to the residents and visitors of the city.”
Section 3-3-1, B.R.C. 1981.

Question 5: Does council need to authorize UHGID to engage a private partner for a
joint venture garage on the 14th Street lot?

Response: The originating ordinances for UHGID are silent on the process for approving
a joint venture. There is clear authority in Chapter 8-4, B.R.C. 1981 giving UHGID’s general
manager the authority to “enter into contracts and agreements affecting the affairs of the
district.” Any contract would require the UHGID Board of Directors (the City Council) to
approve an appropriation. Also, UHGID is required to follow the purchasing procedures of the
city. The typical approach to important decisions affecting UHGID is to bring them to the
council for its consideration and approval.

NEXT STEPS

Prior to returning to council for a final decision whether to pursue the UHCAMC
recommendation to sell Pleasant Street, staff would commission an independent appraisal of the
Pleasant Street parcel to establish its fair market value.

Prior to returning to council for a final decision whether to proceed with dedicating a portion of
the accommodations tax increment to funding public realm improvements on the project site to
make the project financially feasible, staff will provide additional modeling of the proposed
financing mechanism, including varying repayment periods and revenue percentages.

Prior to returning to council for a final decision on whether to pursue the HRWG
recommendation to reinvest the proceeds from the sale of Pleasant Street as an equity investment
in a joint venture to offset the lost parking from Pleasant Street in a private above-ground garage
on 14" Street, staff would conduct the following analyses to determine feasibility:

e Architectural test fit

e Construction cost estimate




e Parking demand analysis
e Net operating income estimate

If the sale of Pleasant Street is certain, staff will:
e Model the financial impact of the hotel development on UHGID fund sustainability;
e Survey current permit holders to inform employee permit coordination with CU;
e Begin actively assisting impacted tenants with their relocation planning; and
e Develop criteria for allocating the developer-funded tenant relocation assistance.

ATTACHMENTS

Attachment A — UHGID Parking Assets
Attachment B — NP Project Summary
Attachment C — Consent Resolution
Attachment D — Sage Hospitality
Attachment E — Relocation Opportunities

Attachment F — UHGID Parking Study



UHGID PARKING

Attachment A - UHGID Parking Assets
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Attachment B - NP Project Summary

NICHOLS M PARTNERSHIP

1/10/2019
Hill Hotel: Modified Project Concept Proposal

Hill Hotel Partners are proposing a scenario where UHGID sells its Pleasant Street property to Hill Hotel
Partners at fair market value or leases the property to Hill Hotel Partners for a period of 99 years at a
lease rate of $75,000 per year (reflecting current district revenues from the property) escalating at 3%
annually or CPIl upon Hotel certificate of occupancy. Hill Hotel Partners would then construct a project
consisting of a 189 key select service hotel on 3 levels above grade and 10,500 sf of at-grade retail. The
project would have a 50-space publicly accessible parking garage on one level below grade, which would
be owned and operated by the Hill Hotel Partners. The project would feature an extensive outdoor
plaza connecting University Ave. to Pleasant Street. See attached Pedestrian Circulation and Public
Spaces plan.

Project Objectives

e Tointroduce an anchor / gateway to The Hill along public transit corridor to attract year-round
customers/visitors to support existing businesses.

e To orient access points to maximize connectivity to downtown, CU & The Hill

e To acknowledge the character, history and culture of University Hill

e To provide naturally active retail and hotel uses

e To be ecologically and economically sustainable

e Toimprove a run-down commercial property to enhance district vitality

Project Feasibility Analysis

Costs
Construction Hard Costs : $37,000,000
Environmental Cleanup Costs : $1,000,000
R.0.W and Plaza Public Improvement Costs : $3,000,000
Hotel OS&E and FF&E: $4,200,000
Soft Costs : $20,800,000
Total Cost $66,000,000

Revenue / Value

Annual NOI : $6,000,000
Market Cap : 10%
Required Total Project Cost $60,000,000
Feasibility Gap $6,000,000

Tax Increment
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Hill Hotel Partners estimate the completed project will generate $1,700,000 more tax revenue annually
to the City of Boulder than is generated by current uses on the site.

UHGID Contribution to Project Costs

Hill Hotel Partners is asking UHGID to maintain its commitment to partner in the project by contributing
$3,000,000 to fund the construction of landscape and other improvements to the public realm, including
ROW improvements envisioned to be funded by the city in the approved LOI (September 2016) and the
public plaza space that enhances connectivity through the site.

To address the remaining $3,000,000 gap, Hill Hotel Partners will explore imposing a Public
Improvement Fee such as that used in the Union Station redevelopment project on sales within the
project boundary to be collected from the consumer at the point of sale.

The developer agrees to the following requests from City Council at the September 4, 2018 check-in:

Payment to UHGID in Event of Early Sale

If Hill Hotel Partners sell the project within 5 years of Certificate of Occupancy, they will agree to repay
UHGID the $3,000,000 UHGID spent on the public benefit improvements. The amount payable to
UHGID will be reduced from $3,000,000 in year 1 by 20% per year so the payment to UHGID in the event
of a year 5 sale will be 20% of $3,000,000 or $600,000.

Relocation Assistance

Nichols Partnership will provide financial assistance to help with tenant relocation, up to a total of
$200,000. The fund would be administered by the city or a third party based on a set of eligibility criteria
developed by the city in coordination with its efforts to support the sustainability of small, independent
and affordable retailers.

TDM Program Commitment

e Employee Parking: the hotel operator commits to being in Boulder’s EcoPass program and will
provide the passes to all of its employees at no cost to them. Based on what they see at other
hotels with similar programs, they estimate a vast majority of employees will utilize the program
and only about 10 employees during a typical day shift will end up parking in the hotel garage.

e Guest Transportation to the Hotel: When guests arrive at Denver International Airport, they will
be encouraged to travel to the hotel by the following means:

0 RTD SkyRide
O Boulder SuperShuttle
0 Taxi/Uber/Lyft

e Overnight parking will be charged which helps deter some guests from arriving by car. In urban
environments, approximately 20% of overnight guests park on-site. Hotel parking usage also
tends to be counter to typical parking garage usage, meaning that guests usually park overnight
and are out during the day when typical area users would be using the same garage.

e Guest Transportation while at the hotel: to further encourage alternate modes of
transportation, the hotel operator will:

0 look to partner with Boulder B-Cycle to have a station in front of the hotel;
0 partner with a local bicycle shop to purchase bikes that can be rented by guests free of
charge from the front desk;
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O actively partner with Uber/Lyft and other rideshare businesses; and,
0 actively partner with a local limo service to be on-call for guest transportation.

Student Engagement

The hotel operator has demonstrated its commitment to student engagement in the SpringHill Suites
developed at Metro State University in Denver. The hotel partners as a learning laboratory for students
and faculty and it is physically connected to the university’s School of Hospitality, Events and Tourism
program. The hotel employs students with work study programs, management training programs, and
actively teaches students with access to the hotel over the course of the school year. The hotel General
Manager and Director of Sales & Marketing are adjunct professors that teach classes at the school and
countless school events are hosted within the hotel’s ballroom and meeting rooms.

Although the SpringHill Suites Metro State is a purpose-built learning hotel, the hotel operator commits
at the Hill Hotel to provide work study opportunities and management training programs to students.
Work study would entail an actual position at the hotel ranging from sales and marketing, food and
beverage, rooms department, and human resources. In a management training program, they would
actively groom students to rotate between hotel departments, so they are positioned to become Sage
managers upon graduation.

They will also actively encourage students and community engagement with the hotel by opening up the
lobby and food & beverage spaces for public use, much like what they do at Union Station Denver and
The Maven at the Dairy Block. Students and the public will have the ability to use the lobby and other
public areas to work, meet, and lounge. They will work with the University of Boulder to establish
preferred rates and access for visiting professors and speakers and establish a program for faculty and
staff that are relocating to Boulder with extended stay options while seeking permanent housing.
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Landscaped Public Realm: Pedestrian Circulation Areas and Public ROW




Attachment C - Consent Resolution

WRITTEN CONSENT
OF
THE MEMBERS AND MANAGERS
OF
ST. JOHN-DORRELL, LLC

| ], 2018

The undersigned, constituting not less than a majority of all of the members and
managers (each, a “Manager,” and collectively, the “Managers”) of St. John-Dorrell, LLC (the
“Company”), acting pursuant to that certain Operating Agreement of the Company, dated as of
October 21, 2000 (as amended, the “Operating Agreement”), in each case in lieu of a meeting
of the members and managers of the Company, which meeting is hereby expressly waived, do
hereby consent to the adoption of and hereby adopt the following resolutions:

WHEREAS, the Company is the owner of certain real property located at 1313
Broadway, Boulder, Colorado (the “Property”);

WHEREAS, the Company entered into that certain Lease for Condominium Unit of the
Hill Hotel Development, by and among the Company, 1335 Broadway, LLC and The Hill Hotel
Partners, LLC (the “Tenant”), dated as of December __, 2016 (the “Original Lease”), pursuant
to which the Tenant has the right to develop a hotel, retail facilities and parking garage on the
Property as more fully set forth in and defined in the Lease, and subject to the terms and
conditions of the Original Lease (the “Project”);

WHEREAS, the Managers wish to (a) ratify and approve the execution of the original
Lease on behalf of the Company, and (b) authorize Jamieson St. John (the “Authorized
Representative™) to represent the Company in connection with the Project, subject to written
consent of a majority of the Managers prior to execution of any documents related to the Project
from and after the date hereof; and

WHEREAS, the Company desires to memorialize its consent to and support of its
participation in the Project pursuant to the terms of the Lease;

WHEREAS, the Company now desires to negotiate the terms of a First Amendment to
Lease (the “First Amendment,” and the Original Lease as amended by the First Amendment,
the “Lease”);

WHEREAS, the Project requires certain approvals by various governmental authorities,
including, without limitation, the City Council of the City of Boulder (collectively, the
“Governmental Authorities”), and such approvals will be in the best interest of the Company,
and will directly benefit the Project, the Lease and the Company;

NOW THEREFORE, BE IT RESOLVED, that the form, terms and provisions of the
Original Lease as executed by the Authorized Representative is hereby authorized, adopted,
ratified, confirmed and approved in all respects; and further
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RESOLVED, that the Members and Managers, on behalf of the Company, hereby
express their support for the continued development of the Project by the Tenant, and the
approval of the Project by the relevant Governmental Authorities; and further

RESOLVED, that the Authorized Representative is authorized to negotiate the terms of
the First Amendment on behalf of the Company, which First Amendment must be executed by a
majority of the Managers to be effective and bind the Company; and further

RESOLVED, this Written Consent may be executed in one or more counterparts, each
of which shall be an original, and all of which together shall constitute a single consent, and
facsimile signatures shall be acceptable and shall be binding on the parties hereto to the same
extent of original signatures.

The undersigned have executed this Written Consent as of the day and year first above
written.

MANAGERS and MEMBERS:

A M

Jamieson S. St. John, Manager and Member

James E. St. John, Manager and Member

Carter E. Dorrell, Manager and Member

Daniel Dorrell, Manager and Member

11387240_3
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RESOLVED, that the Members and Managers, on behalf of the Company, hereby
express their support for the continued development of the Project by the Tenant, and the
approval of the Project by the relevant Governmental Authorities; and further

RESOLVED, that the Authorized Representative is authorized to negotiate the terms of
the First Amendment on behalf of the Company, which First Amendment must be executed by a
majority of the Managers to be effective and bind the Company; and further

RESOLVED, this Written Consent may be executed in one or more counterparts, each
of which shall be an original, and all of which together shall constitute a single consent, and
facsimile signatures shall be acceptable and shall be binding on the parties hereto to the same
extent of original signatures.

The undersigned have executed this Written Consent as of the day and year first above
written.

MANAGERS and MEMBERS:

Jamieson S. St. John, Manager and Member

James E. St. John, Manager and Member

y

Carter E. Dorrell, Manager and Member

e

Daniel Dorrell, Manager and Member

11387240 3
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RESOLVED, that the Members and Managers, on behalf of the Company, hereby
express their support for the continued development of the Project by the Tenant, and the
approval of the Project by the relevant Governmental Authorities; and further

RESOLVED, that the Authorized Representative is authorized to negotiate the terms of
the First Amendment on behalf of the Company, which First Amendment must be executed by a
majority of the Managers to be effective and bind the Company; and further

RESOLVED, this Written Consent may be executed in one or more counterparts, each
of which shall be an original, and all of which together shall constitute a single consent, and
facsimile signatures shall be acceptable and shall be binding on the parties hereto to the same
extent of original signatures.

The undersigned have executed this Written Consent as of the day and year first above
written.

MANAGERS and MEMBERS:

Jamieson S. St. John, Manager and Member

R RS

James E. St. John, Manager and Member

Carter E. Dorrell, Manager and Member

Daniel Dorrell, Manager and Member

11387240_3
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RESOLVED, that the Members and Managers, on behalf of the Company, hereby
express their support for the continued development of the Project by the Tenant, and the
approval of the Project by the relevant Governmental Authorities; and further

RESOLVED, that the Authorized Representative is authorized to negotiate the terms of
the First Amendment on behalf of the Company, which First Amendment must be executed by a
majority of the Managers to be effective and bind the Company; and further

RESOLVED, this Written Consent may be executed in one or more counterparts, each
of which shall be an original, and all of which together shall constitute a single consent, and
facsimile signatures shall be acceptable and shall be binding on the parties hereto to the same
extent of original signatures.

The undersigned have executed this Written Consent as of the day and year first above -
written.

MANAGERS and MEMBERS:*

Jamieson S. St. John, Manager and Member

James E. St. John, Manager and Member

CI/E zﬁ Z ﬁ : 42
Z
Carter E. Dorrell, Manager and Member

/) .

Daniel Dorrell, Manager and Member

11387240_3



Attachment D - Sage Hospitality

From: William Balinbin

To: Dan Schuetz

Cc: Wiebenson, Sarah

Subject: RE: Hill Hotel council meeting

Date: Monday, October 1, 2018 12:24:42 PM

Attachments: Article 1 - 5280 Magazine June 2018 - Saae Hospitality.pdf

Article 2 - Pittsburg Inside Business June 2018 - Sage Hospitality.pdf

Hi Dan and Sarah,

Following up to your request below, Sage has gathered the following facts for the Boulder City
Council’s review of the Hill Hotel Development Project:

Hotel Employee Count
60 total employees spread over 356 days, 7 days a week, and 24 hours a day

20 employees working on a typical Monday through Friday during a day shift and 15
employees on a typical Saturday/Sunday day shift

10 to 15 employees working on a typical evening shift

2 to 3 employees working on a typical overnight shift

Employee & Guest Transportation

Employee Transportation & Parking: We will commit to participating in Boulder’s EcoPass
program and will provide passes to all of our employees at no cost to them. Based on what we
see at other hotels with similar programs, we estimate that a vast majority of our employees
will utilize the program and only about 10 employees during a typical 24-hour period may
park at a garage near the hotel.
Guest Transportation to the Hotel: When guests arrive to Denver International Airport, we will
encourage guests to travel to the Hill Hotel by the following means:
o RTD SkyRide
o Boulder SuperShuttle
o Taxi/Uber/Lyft
Guest Parking: Overnight parking will be charged which should help to deter some guests
from utilizing that option. We typically see in urban environments that approximately 20% of
overnight guests utilize parking on-site. It is important to note that hotel parking garage usage
tends to be counter to typical parking garage usage, meaning that guests usually park
overnight and our out during the day when typical area users would be using the same
garage.
Guest Transportation while at the Hotel: To further encourage alternate modes of
transportation, we will make it easier for our guests to get around by doing the following:
o We will look to partner with Boulder B-Cycle to have a station in front of the hotel
o We will partner with a local bicycle shop to purchase bikes that can be rented by guests
free of charge directly from our front desk
o We will actively partner with Uber/Lyft and other rideshare businesses. As an example,
we will coordinate with the rideshare local operations center to provide them our
outlook on hotel occupancy and event dates so they know to pre-position riders in the
area.
o We will actively partner with a local limo service to be on-call for guest transportation


mailto:dan@nicholspartnership.com
mailto:WiebensonS@bouldercolorado.gov

The Maven in LoDo. Photo courtesy of Sage Restaurant Group & Sage Hospitality Group

The Company Behind Denver’s Hottest Hotels

Sage Hospitality isn't just a hotel and restaurant operator—it's a castle
builder for dying neighborhoods.

BY DALIAH SINGER [HTTPS://WWW.5280.COM/BYLINE/DALIAH-SINGER/] | 5280 JUNE 2018
[HTTPS://WWW.5280.COM/MAGAZINES/5280-JUNE-2018/]

Pittsburgh was a city in decline at the end of the 20th century. The heart of downtown
had become the Steel City’s de facto red-light district. Strip joints and massage parlors
affixed themselves to every street corner; prostitutes paced the sidewalks. Reputable

businesses shuttered. Residents were leaving the metropolis in droves: More than
300,000 people packed up and moved out between 1950 and 1990.

Amidst downtown’s wreckage was the turn-of-the-century Fulton Building, a former

office tower with a white marble lobby and a distinctive nine-story archway. Local





developers weren't interested in the vacant property. They didn't see how it—or the area
—could ever be resurrected. “It was an embarrassment,” says then Mayor Tom Murphy
of the all-but-abandoned city center. “Developers in Pittsburgh were risk averse.” But
where they saw potential for failure, Denver’s Sage Hospitality
[https://www.sagehospitality.com/] , which owns and operates hotels, saw opportunity.
With the support of Murphy and other city officials—plus some public financing—
Sage redeveloped the Fulton into the Renaissance Pittsburgh Downtown Hotel

[http://www.renaissancepittsburghpa.com/] , a luxury accommodation on the banks of

the Allegheny River, in 2001.

The hotel served as a flare, one that other businesses used to find their ways back
downtown. In the months and years following the $45 million renovation, an MLB
park and an NFL stadium opened across the water; then the David L. Lawrence
Convention Center popped up three blocks away. The city’s vision for a compelling
urban core was finally taking shape. Today, the 14-square-block Cultural District is
home to seven theaters, eight public parks, and dozens of shops and restaurants. More

than two million people visit the area annually.

“Sage was really the catalyst—as well as the ballparks and the convention center—for
getting people to recognize that maybe there were opportunities where they were only
seeing liabilities,” Murphy says. “Sage was taking a risk in a failing city. It is a great
story of somebody willing to see a place that was a liability—the building itself, the city

—and imagining a different place.”

It’s a story Sage Hospitality has been able to tell often in its 34-year history. But when
Walter Isenberg and Zack Neumeyer launched Sage in Denver in 1984, they weren't
looking to become storytellers or even, for that matter, developers of their own hotels.
Sage began as a hospitality consulting firm. Less than a year in, though, the duo landed
its first management contract in Colorado: overseeing three hotels and five apartment
buildings in Aspen that were coming out of bankruptcy. Consequently, rescuing
drowning properties became their specialty. Sage would step in as a short-term

manager, turn things around, and then the bank or trustee would sell the property.
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Walter Isenberg. Photo courtesy of Sage Restaurant Group & Sage Hospitality Group

Within five years, Sage was managing 90 hotels across the country, all for lenders that
had foreclosed on properties. It was profitable, but not sustainable. “We knew in order
to create some stability we needed to probably get equity in projects,” Isenberg says. In
1990, in partnership with Dana Crawford (the preservationist behind Larimer Square),
Sage entered the acquisition game and procured the insolvent Oxford Hotel

[http://www.theoxfordhotel.com/] in downtown Denver.

At the time, lower downtown hadn’t yet been dubbed LoDo, and it certainly wasn't the
dining and shopping destination it is today. It was “pretty much a ghost town,” Isenberg
says. So forsaken was the capital’s west end that a friend told the developer he'd lost his
mind—that he should be focusing on the other side of downtown, where the Brown
Palace Hotel and Spa was located. But Sage saw promise in the dubious location and
the charming character of the almost 100-year-old Oxford, the city’s oldest operating

hotel. Colorado’s improving economy would, they believed, eventually reach this patch

of the Mile High City.

It’s that vision Sage would become known for. In 1998, the company transformed the
boarded-up Joslins Department Store on the 16th Street Mall into the Courtyard by
Marriott Denver Downtown [https://www.marriott.com/hotels/travel/dencd-
courtyard-denver-downtown/] . The following year, it gave new life to the San Diego
Savings & Trust Building [http://www.sohosandiego.org/reflections/2009-1/bank.htm]
, turning it into the 245-room Courtyard San Diego Downtown
[https://www.sandiegocy.com/] . In 2001, it was Pittsburgh’s Fulton Building
[http://www.jns.design/portfolio/renaissance-pittsburgh-hotel/] . Seven years later,
Sage was involved in converting a one-time Masonic temple into the high-end

Renaissance Blackstone Chicago Hotel [https://www.theblackstonehotel.com/] .

Between 2001 and 2007, the company completed $1.5 billion of development in eight

cities. The numbers were impressive, except in one area: food and beverage. Restaurants





and bars took up large chunks of square footage in Sage’s properties, but they weren't
producing income commensurate to that generated by the hotels themselves. Inspired
by the success Kimpton Hotels & Restaurants
[https://www.ihg.com/kimptonhotels/hotels/us/en/reservation] was seeing with its
projects across the country, Sage hired hospitality guru Peter Karpinski to launch Sage
Restaurant Group [https://sagerestaurantgroup.com/] (SRG) in 2005 and remake the
image of hotel food and beverage offerings. “I always had the notion that hotel
restaurants didn't need to be as bad as they were,” Karpinski says. SRG wanted to
design independent restaurants under their own brands, with menus that reflected their
locales and a magnetism that would appeal as much to residents as to visitors. The first
step toward achieving that ambition was opening the Corner Office
[http://thecornerofficedenver.com/] in downtown Denver’s Curtis Hotel in 2007. The
proverbial floodgates opened shortly thereafter: Mercat a la Planxa
[https://mercatchicago.com/] in Chicago in 2008; the first Urban Farmer
[http://urbanfarmerdenver.com/] , in Portland, Oregon, in 2009 and the original
Departure Restaurant and Lounge [http://departureportland.com/] in Portland that
same year; and Kachina Southwestern Grill [http://kachinawestminster.com/] in
Westminster in 2012. SRG now operates 13 restaurants in six states (as of press time),
including, very recently, the Emporium Kitchen and Wine Market
[http://emporiumftcollins.com/] in the Elizabeth Hotel in Fort Collins. All of the

eateries live adjacent to Sage’s hotels and employ not only their own aesthetics but also

their own operations teams to ensure they are distinct brands.






Peter Karpinski. Photo courtesy of Sage Restaurant Group & Sage Hospitality Group

Although Sage has been busy, the company hasn't always been successful—or

appreciated. For a couple of years in the late 2000s, Sage managed a number of hotels

with indoor water parks (a “bad chapter,” Isenberg says), a costly lesson on the

importance of staying focused on the mission. Later, in 2016, Isenberg and about a






dozen other hoteliers were denied an appeal for a lawsuit they lost regarding the
Gaylord Rockies Hotel near DIA. That suit alleged the project shouldn’t have received
monetary support from the state. The hospitality group has also, at times, angered
competitors, particularly local developers, with its properties. When Sage slashed room
rates at the Nines in Portland at the start of the Great Recession, other hotels felt the
need to follow suit, potentially losing out on much-needed revenue. The Nines, which
was partially funded by $16.9 million in loans from the city, also got a break on its
repayments in 2009; a Portland business consultant was quoted on oregonlive.com

saying, “The Nines came in and really rubbed people the wrong way.”

Sage has managed to mostly ignore those distractions and has remained fixated on its
own ambitions. Today, three businesses operate under the Sage Hospitality umbrella: a
management firm (which operates hotels for other brands); a brand development and
ownership group (SRG falls under this arm); and a real estate investment company. At
the core of it all, though, is the larger mission to transform communities through smart,
forward-thinking, locally geared projects. “Our real passion has come from this idea of
energizing neighborhoods,” Isenberg says. “In order to do that successfully, you have to

be able to create places that people want to come to.”

The lobby of the six-month-old Elizabeth Hotel
[https://www.theelizabethcolorado.com/] in Fort Collins’ Old Town area is the epitome
of Colorado elegance. From the grand spiral staircase to the marble welcome desk to
the wall-size nature painting by Denver artist Kevin Sloan, the new build manages to
blend the refinement of days past and the hardy, pioneering spirit of the West with all
the trappings a 21st-century tourist—or Coloradan—might want, including a good

story.

At the Elizabeth, which Sage brought online in concert with development company
McWhinney [https://mcewhinney.com/] in December, the narrative originates with
Auntie Elizabeth Stone, who founded Fort Collins’ first hotel in the 1860s. “How
would she be today? She'd be pretty badass. She'd be elegant but also very rugged and
no fuss,” says Staci Patton, hospitality interiors leader at DLLR Group

[http://www.dlrgroup.com/] , an architecture, interiors, and engineering firm that





partnered with Sage on the Elizabeth. Using Stone as its muse, DLR Group weaved
her spirit, together with the area’s lively music scene, into the new hotel’s design and
amenities, from plush seating in the rooftop Sunset Lounge
[https://sunsetloungerooftop.com/] to the music-lending library where guests can

check out guitars and keyboards.

Achieving that familiar feel in its home state is time-consuming but relatively
straightforward for Sage. It doesn't take a genius to know that a Gear Garage, from
which guests can borrow everything from bikes to snowshoes to GoPros for free, would
be a desirable amenity at Halcyon in Cherry Creek, for example. What'’s impressive is
that Sage has managed to bring that local ethos to projects across the country. “Sage is
about place-making, and they’re about it being really relevant to the locale,” DLR
Group’s Patton says. “Walter wants to ensure that this isn't just a space to go through—

it’s a space to go #0.”

The first step in realizing that goal is immersing itself in every new market. Sage starts
by making connections in both the public and private sectors, speaking to everyone
from government officials to area architects to the barista at the coffeeshop down the
street. The team stays at hotels and apartments around town for extended periods of
time to experience cultural offerings, neighborhood dynamics, and area restaurants
firsthand. It’s a practice that Sage, along with a select few other developers, pioneered
in the early 2000s. “They go deep,” says Denise Korn, principal of Korn Design
[http://www.korndesign.com/] , a Boston-based brand strategy and design firm that
has worked with Sage for 15 years. “They gain a really amazing understanding of the

location.”

That effort comes through in the details: Guests staying at the Darcy
[http://www.thedarcyhotel.com/] in Washington, D.C., can borrow Beltway
necessities, such as ties and pocket squares, thanks to a partnership with a nearby
menswear shop. Boston’s Hotel Commonwealth
[https://www.hotelcommonwealth.com/] sits across the street from Fenway Park, a
position that informed the January 2016 remodel of the property, during which Sage
wisely added a 660-square-foot Fenway Park Suite with a balcony that overlooks the





iconic field. And the Renaissance Pittsburgh is filled with works from local artists that
Sage commissioned to portray historic buildings and city scenes to help the building

maintain a connection to its past, even after the renovations.

“I think guests choose to stay at Sage’s hotels—for example, the Maven—for the
unique experiences they offer,” says Nicole Nathan, a partner at Johnson Nathan Strohe
[http://www.jns.design/] , a Denver-based architecture and interior design firm that has
collaborated with Sage Hospitality for 15 years. “And because once they’ve been there,
they feel part of that neighborhood or that experience, and it becomes part of their

memory of that place.”

It can be difficult for a local to track growth in her own city. Oftentimes, it can feel as
it a neighborhood suddenly sprouted up. But if she looks closely, she’ll locate the single
spark that jump-started its creation or progression. For Pittsburgh, it was the
Renaissance. For the Mile High City, it was Union Station

[https://unionstationindenver.com/] .

Neighborhood transformation has become familiar territory for Sage. It’s a goal it aims
for in all of its ventures now. “Hotels can be a catalyst for change. That’s part of what
we do,” Isenberg says. Whereas office or apartment buildings generally see the same
populations every day, hotels draw in new customers who want to explore. They bring
with them an energy that other developers observe—and then want to capitalize on.
The redevelopment of Denver’s Union Station, for instance, helped spur the creation of
the entire Union Station North microhood, which includes hotels, offices, and
restaurants from developers like East West Partners [http://ewpartners.com/] (one of
the train station’s master developers) and general contractors like Hensel Phelps

[https://www.henselphelps.com/] , among others.





The Crawford Hotel in Union Station. Photo courtesy of Sage Restaurant Group &

Sage Hospitality Group

But the impacts of Sage’s projects, and others like them, extend beyond the hospitality
sector and city skylines. According to a study by the Urban Land Institute
[https://uli.org/] , Union Station is expected to have a $6.7 billion economic impact
over the (admittedly vague) “long term.” “Sage has really given us competitive
advantages,” says J.J. Ament, CEO of the Metro Denver Economic Development
Corporation [http://www.metrodenver.org/] . “The Maven is a cool place to be. Union
Station is a cool place to be. I think it gives us a huge leg up when talking to people

about building Colorado’s economy into the future.”





Fort Collins’ Elizabeth Hotel. Photo courtesy of Sage Restaurant Group & Sage

Hospitality Group (3)

Sage, too, continues to look forward. The company recently launched the 250-room
Hotel Nia [https://www.hotelnia.com/] in Silicon Valley. This month, downtown’s
multiuse Dairy Block [http://dairyblock.com/] is slated to step closer to completion
with the opening of Denver Milk Market [https://www.denvermilkmarket.com/] , a
16-venue food hall. Another Emporium is supposed to come online, in Savannah,
Georgia, this month. The company has plans to activate Firehouse Alley, which runs
along the northeastern edge of the Elizabeth Hotel, with retail and events in the
coming months. And Sage wants to grow its new brands—Halcyon
[http://www.halcyonhotelcherrycreek.com/] and the Maven
[https://www.themavenhotel.com/] —beyond Denver and open restaurants that aren’t
connected to hotels. The only question left is: Which city or neighborhood will draw

its attention nextr
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There was no single word repeated more often by Pittsburgh leaders than “collaboration.”

Pittsburgh’s recovery and growth has captured national attention and while elected officials and
county executives do not hesitate in saying this overnight success was 30 years in the making, they
also look to each other for the credit of their success. Checking their egos at the door and joining
forces to recover from staggering economic hardship, the Pittsburgh region began to think
differently.

Much of this success stemmed from merging into a united region that brings together 10 counties
and 130 municipalities over 745 square miles of Western Pennsylvania into one Allegheny County
region. At the helm of their success is the Allegheny Conference with one administrator who
oversees all the localities. Each mayor and regional leader sits on the conference and works
together in advocacy efforts and major economic development. They speak as one voice and that
voice has been heard.





It could not have been more fitting that the hotel selected for the duration of the Inter-Regional visit
was The Renaissance Pittsburgh. If you visited Pittsburgh in the ’80s or early '90s, you have a
distinct recollection of a gritty blue-collar town struggling after the fall of the steel industry, and with
that, the departure of a generation of working citizens and their children. At one time, a city that
ranked as having the second oldest population in the country, now has the nation’s third youngest.

By contrast, the Hampton Roads region is ranked 29th.

The Pittsburgh of today is still the city of bridges, still industrious and proud, but it is vibrant, thriving,

and part of an urban renaissance.

The Renaissance Pittsburgh Hotel rose out of the Fulton Building, built in 1906 and is listed on the
National Register of Historic Places. Over the decades it served as an office building, World War |l

veterans hospital and later a nightclub.

During the decline of Pittsburgh, it sat vacant and in disrepair for over 15 years reflecting the state of
the region. Now it is steps from the cultural district, overlooks the booming waterfront with kayaking,
boat tours, and development. The views of PNC Park and Heinz Field in the background are visible

from most rooms in the hotel.

When Pittsburgh’s former Mayor Tom Murphy took office in 1994, he re-imagined the future of the
region which included building PNC Park, the football stadium and a convention center
simultaneously. This bold and courageous leadership went against a referendum vote to build these
structures. Murphy told the Hampton Roads visitors, “l had to re-imagine Pittsburgh. The hotel you
are staying in was an eyesore. It's now the most successful hotel in Pittsburgh.” It took an out of

state developer to see the potential and to imagine the possibilities of what could be there.

The Pittsburgh metropolitan area now ranks ninth among the largest 100 cities for the amount of
university research and development, and is leading the nation in fields like robotics, artificial
intelligence and software. Harnessing the collective power of the 10 colleges and universities across
the Allegheny County region, the Pittsburgh Council on Higher Education led a workforce
development initiative to attract, mentor and train individuals in the surrounding underserved
communities that would guarantee them jobs in the college or university system. Their waterfront
development, economic development, transit and tourism industries all work together to attract

visitors, residents, job seekers and employers to the area.

This is not to say Pittsburgh doesn’t face challenges.





The region continues to work through racial disparity and is mindful of the effects of gentrification.

The Strip District, which parallels Norfolk’s Railroad District, is in flux, converting from a rundown
former industrial strip to a booming silicon strip, where high tech companies have moved into
formerly vacant warehouses. The biggest change was infrastructure development and creating
housing in the Strip. All Pittsburgh housing development upholds a rule that 20 percent of housing
be allocated as affordable housing.

During our stay, the region experienced flash flooding and an officer-involved shooting that received
national attention. These are very real struggles that mirror some of the problems Hampton Roads

faces today.

The Pittsburgh region worked to diversify its economic development and stands firmly on six diverse
pillars of advanced manufacturing; energy; financial and business services; health care and life
sciences; information technology; and robotics. Knowing they had to diversify and revitalize a fallen

economy meant providing opportunity to everyone.

Even with all of their assets, they don’t have what Hampton Roads has. Our military and talented
veteran population, the Port of Virginia, which serves as the gateway to the world, and our world

class Oceanfront can serve us better as we look at diversifying our economy.

We need to harness our strengths; our universities and health care systems, our historical

foundation and our natural beauty and build together as a region.





We know that we can’t continue operating in our current fashion of silos and competition between
cities. Yes, it may mean conflict, it may mean hurt feelings and bruised egos, but we have the future
of our region to consider. In a Virginia progress briefing at our board of directors and trustees
meeting earlier in June, we learned Virginia is exporting college graduates to other states, almost as

quickly as we graduate them. We can’t sustain this type of loss in talent.

Current Pittsburgh Mayor William Peduto uses the motto, “If it's not for all, it's not for us.” This is
evident in all organizations working together in collective marketing and asset sharing. The
Pittsburgh Cultural Trust, the Airport Authority, transit and the university and health care systems all

collaborate to build, grow and sustain their future.

The Pittsburgh region contains 172 ZIP codes under one area code, 412. Hampton Roads consists
of 378 ZIP codes under one area code, 757. Let that area code unite us. This is what our region
must focus on, not dividing lines and boundaries. Outcomes are determined by investments made

today. What is our path forward? Pittsburgh has offered us a model. It is up to us to act.

Bryan K. Stephens is president and CEO of the Hampton Roads Chamber.

Bryan K. Stephens is president and CEO of the Hampton Roads Chamber.
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Attachment D - Sage Hospitality

o We may partner with car share programs like eGo or others that may be in Boulder in
the future like Car2Go and Maven to position a car in a valet parking spot that can be
used exclusively by hotel guests.

Student Engagement

The perfect example to Sage’s commitment to student engagement is the SpringHill Suites we
developed at Metro State University in Denver. The hotel is an active hotel which also partners as a
learning laboratory for students and faculty. The hotel is physically connected to the university’s
School of Hospitality, Events and Tourism program. The hotel employs students with work study
programs, management training programs, and actively teaches students with access to the hotel
over the course of the school year. Our hotel General Manager and Director of Sales & Marketing
are adjunct professors that teach classes at the school and countless school events are hosted within
the hotel’s ballroom and meeting rooms. Although the SpringHill Suites Metro State is a purpose-
built learning hotel, we can commit at the Hill Hotel to provide work study opportunities and
management training programs to students. Work study would entail an actual position at the hotel
ranging from sales and marketing, food and beverage, rooms department, and human resources. In
a management training program, we would actively groom students to rotate between hotel
departments so they can positioned to become Sage managers upon graduation and be offered
positions at that hotel our 60+ hotels around the country. We will actively encourage that students
and the community engage with the hotel by opening up our lobby and F&B spaces for public use,
much like what Sage does at Union Station Denver and The Maven at Dairy Block. Students and the
public will have the ability to use our lobby and other public areas to work, meet, and lounge. We
will work with the University of Boulder to establish preferred rates and access for visiting professors
and speakers and we will establish a program for faculty and staff that are moving to Boulder from
other cities with extended stay options while those individuals seek out permanent housing.

Catalytic Role of Hotels

Rather than provide Sage’s biased views on hotels being a catalyst to neighborhoods and cities,
we’ve attached a June 2018 article from 5280 Magazine that profiles Sage’s role in a number of
hotel developments around the country including the Renaissance Hotel Pittsburgh that was
developed by Sage in 2001 during the depth of Pittsburgh decline which served as a flare to lure
other businesses back downtown. Developed by Sage, Denver Union Station and its Crawford Hotel
spurred billions in development in the surrounding area and is the must go-to place for visitors and
locals alike. Also profiled is Sage’s strong ability in ‘place-making’ in which Sage is able create unique
spaces that reflect the character of the local community whether it is music scene in Fort Collins at
The Elizabeth Hotel or the local maker-experience reflected in the art and retail experiences at Dairy
Block and its Maven Hotel in Denver.

Dan and Sarah, please let me know if you need other information.
Best regards,

Will



Attachment D - Sage Hospitality

WILLIAM BALINBIN
Principal of Development

D 303.595.7274 € 305.799.8171
www.sagehospitality.com

From: Dan Schuetz <dan@nicholspartnership.com>

Sent: Tuesday, September 18, 2018 1:13 PM

To: William Balinbin <william.balinbin@SageHospitality.com>
Cc: Wiebenson, Sarah <WiebensonS@bouldercolorado.gov>
Subject: Hill Hotel council meeting

CAUTION: This email originated from an outside sender. It has been checked by FireEye Email Threat
Protection. However, you should still not click links or open attachments unless you are sure the
contents are safe.

Will : We are tentatively scheduled to appear in front of council on October 2" po you think you or
someone with Sage (that council will recognize as credible) would be available to stand up and make
a few statements on these topics :

e the catalytic role that hotels have played in urban revitalization;

e opportunities for student hospitality internships (The city would like to hear we can get some
students involved in the project some how)

¢ estimated number of employees in the hotel

e a commitment to promoting alternative modes of access to the hotel by its staff and guests.

Let Sara and | know your thoughts on this.

Thanks, Dan

Dan Schuetz

NICHOLS 8 PARTNERSHIP

1644 Platte Street, Suite 130
Denver, CO 80202

P: 303.291.2215

F: 303.291.2209
dschuetz@nicholspartnership.com

www.nicholspartnership.com


https://protect-us.mimecast.com/s/3C5aCZ6rEXi5KYgrcK614Z?domain=sagehospitality.com
file:////c/dschuetz@nicholspartnership.com
https://protect-us.mimecast.com/s/p6A3C2kDlJup5Q3Ps9umuu?domain=nicholspartnership.com

Attachment E - Relocation Opportunities

— RELOCATION OPPORTUNITIES —
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