Request for City Council Committee Action
from the Department of Community Planning &
Economic Development - CPED

Date: May 19, 2015

To: Council Member Lisa Goodman, Chair, Community Development and
Regulatory Services Committee

Referral to: Council Member John Quincy, Chair, Ways and Means Committee

Subject: Former Fire Station No. 14 Negotiating Rights Designation

Recommendation:

1. Award exclusive negotiating rights to Fighting Chance/Ryan Burnet as the developer of
the City-owned property at 1704 33" Ave North (former Fire Station No. 14) for a

period of six months; and

2. Authorize City staff to negotiate redevelopment contract terms and, upon successful
negotiation, return for further City Council review and approvals.

Previous Directives: None

Prepared by: Casey Dzieweczynski, Senior Project Coordinator (612-673-5070)
Approved by: D. Craig Taylor, Executive Director, CPED
Charles T. Lutz, Deputy Director, CPED
Presenters in Committee: Casey DzieweczynskKi

Financial Impact:

The sale price of the property will be negotiated along with other terms of the
redevelopment contract. The property is currently in the City’s Municipal Operations
inventory. If the property is ultimately sold, subject to City Council approved terms and
conditions, the sale proceeds would be received by the City and deposited into the Property
Disposition Fund (06210-9010923-348501).

Community Impact:

Neighborhood Notification: On March 26, 2015 CPED hosted a public forum at which the two
RFP respondents presented their projects. On April 3, a notice was sent to the Folwell
Neighborhood Association (FNA) informing them of this staff recommendation. On April 6,
the board of the FNA approved a motion to support the Fighting Chance proposal.




City Goals: Living well: Minneapolis is safe and livable and has an active and connected way
of life; Great Places: Natural and built spaces work together and our environment is
protected

Comprehensive Plan: 4.1.2 Seek out and implement long-term redevelopment projects that
catalyze revitalization and private sector investment

Zoning Code: The property is currently zoned R1A-Single-Family District, however subject
to City Planning Commission and City Council approval, the property will need to be rezoned
to C1-Neighborhood Commercial District in order to allow for the proposed use.

Supporting Information:

Built in 1939, the former Fire Station No. 14 building was in operation from 1940 until 2006
when a new station was constructed at 2002 Lowry Avenue North. In 2012 CPED issued an
RFP for the property, but no proposals were received. In late 2014 Ryan Burnet, the
president of the board of Fighting Chance — a nonprofit, youth boxing organization -
expressed interest in purchasing the property. Given this inquiry, CPED issued a request for
proposals on January 28, 2015 to identify any additional market interest. Notification was e-
mailed to CPED’s distribution list of over 800 contacts in the local and national development
community. Notification was also sent to the surrounding neighborhood and business
associations, and CPED issued a press release which generated several articles in the local
media. The RFP response deadline was February 26, 2015. Prior to the RFP response
deadline staff conducted walk-throughs of the building with several interested parties.

The RFP indicated the following redevelopment goals for the site:

e Small-scale retail/commercial, small-scale office, or mixed use redevelopments.

e Adaptive reuse of the fire station building

e Uses that blend well with the surrounding neighborhood consisting primarily of single
family homes

Prior to the February 26" RFP deadline the City received two proposals, one from Fighting
Chance and one from the Northside Kitchen Table Cooperative. After an initial review of the
proposals, CPED staff requested and received additional, clarifying information from each
developer regarding specific components of their proposals.

Fighting Chance Proposal:

The mission of Fighting Chance is to “utilize boxing as a tool to help inner city youth to learn
discipline and compassion, physical fitness and self-confidence. The goal is to empower each
person to make positive changes in their life.”

As president of the board of Fighting Chance, Ryan Burnet is the lead developer for the
project. Fighting Chance intends to own the property and operate a nonprofit, youth boxing
gym/community gym on the ground floor. The organization would also lease space for a
private yoga studio as well as office space on the second floor to separate, private entities.
Mr. Burnet is also president of the Barrio Restaurant Group and owns several restaurants in
the Twin Cities. Mr. Burnet would relocate Barrio’s corporate offices to the second floor of
the fire station building. If the Fighting Chance project moves forward as proposed, Victor
Mills would be the executive director of Fighting Chance and would oversee the
programming and day-to-day operations of the gym. Mr. Mills is currently employed by the
Minneapolis Police Department as a School Resource Officer through a partnership with the
Minneapolis Public Schools, but would retire from the MPD to become the executive director.

Fighting Chance has offered to pay the City $25,000 for the property, citing the significant
investment that is needed to reactivate the building. Staff has communicated to Mr. Burnet
that the City intends to sell the property for the fair market value as identified by an

appraisal review received in April 2015. The appraisal review determined the “as-is market



value” to be $130,000. The final price will be negotiated along with other terms as part of
the redevelopment contract, and staff does not intend to request a write-down of the
purchase price when it seeks approval of the redevelopment contract terms.

The key elements of the Fighting Chance proposal are as follows:

e Offer price: $25,000 (to be negotiated)

e Complete building renovation and build-out at an estimated cost of $600,000 to
$900,000

e Youth boxing gym/community gym on the ground floor

Second floor offices to be partially occupied by Barrio Restaurant Group and other

TBD tenants, including possible MPD substation

Yoga studio with classes offered by contracted instructors

Community garden located on site

General Contractor: Zeman Construction

Architect: Shea Architects

Estimated redevelopment timeline (close on property to construction completion):

3-4 months

Northside Kitchen Table Cooperative proposal:

The Northside Kitchen Table Cooperative proposed a cooperatively owned “community-arts”
economy hub. The ground floor would be used primarily for artist co-working space and the
second floor would be converted to private offices. The key elements of their proposal are
as follows:

No offer price submitted

No development budget submitted (estimated $2.2 million in redevelopment costs)
Cooperative building ownership

Artist co-working space

Creative-business anchor tenants (existing North Minneapolis bookstore and video
production firm)

Possible coffee shop and theater stage

General Contractor: Tri-Construction

Architect: Mobilize Design & Architecture

Estimated redevelopment timeline (close on property to construction completion): 16
months

Recommendation:

A City review team, consisting of CPED and Finance staff, reviewed both proposals. The
review team concluded that both proposals meet the overall redevelopment goals listed in
the RFP, including proposed uses that would reactive the property and provide desired
community amenities. However, the review team agreed that Fighting Chance’s proposal
was stronger in the following areas:

e Organizational capacity and experience of the developer

e Ability to execute within the RFP timeframe (redevelopment commencing by fall
2015)

e Ability to secure financing necessary to rehabilitate the property

Prior to making a staff recommendation, CPED staff also organized a public meeting on
March 26", and both presenters shared their proposals to a group of approximately 40
community members. The community feedback included positive responses to both
proposals and neither proposal received any strong criticism.

Based on the review team’s assessment and the community feedback received, staff
recommends that Fighting Chance be awarded exclusive negotiating rights for the
redevelopment of the property.



While staff is not recommending the Northside Kitchen Table Cooperative for this project we
do intend to help them identify other potential redevelopment opportunities as they build
their organization and financial capacity going forward. We strongly support their proposed
model of community-based real estate investment and their desire to establish additional
artist/co-working space in North Minneapolis.

Next Steps:

Subject to the City Council’s award of exclusive negotiating rights to Fighting Chance as the
potential developer of the property, staff will negotiate a redevelopment term sheet with
Fighting Chance. Concurrently, Fighting Chance will follow the necessary City process to
seek a rezoning of the property from residential to commercial. Once agreement between
staff and Fighting Chance is reached, staff plans to return to the City Council later this
summer for approval of the redevelopment term sheet and seek authorization to enter into
a redevelopment contract with Fighting Chance. Execution of the redevelopment contract
and the land sale closing will not occur until the developer secures the required land use
approvals and related City entitlements, and private financing required to construct the
project. Fighting Chance anticipates a 3-4 month construction period, starting in late
summer or early fall of 2015.



