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Authorization to Execute an Amendment to the Snelling Net Ground Lease

District(s), Member(s): District 14 (Fredson)
Policy/Legal Reference: Transit Oriented Development (TOD) Policy, Real Estate Policy

Staff Prepared/Presented: Wes Kooistra, General Manager, 612-349-7510
Nick Thompson, Deputy General Manager, 612-349-7507
Greg Ewig, Director, Real Estate, Regional Administration, 651-602-1556
Michael Krantz, Acting Program Manager, TOD, 612-349-7392

Division/Department: Metro Transit/TOD, Regional Administration/Real Estate

Proposed Action

The Metropolitan Council authorizes the Regional Administrator to negotiate and execute
amendments to the existing Net Ground Lease for 400 Snelling Avenue North and existing
easements and to negotiate and execute two newly created net ground leases with the City of Saint
Paul from a portion of the original Net Ground Lease area along Snelling Avenue as depicted on
Attachment A.

Background

The City and Minnesota United Soccer Club, LLC, the City’s sublessee under the Net Ground Lease
(Team) requested a restructure to the existing Net Ground Lease that the Council entered in 2016.
In November 2019, the Council authorized the Regional Administrator or delegate(s) to negotiate
one or more amendments to the Net Ground Lease for 400 Snelling Avenue North with the City to
accommodate its current or future tenant(s) and subtenants, with provisions that advance the
Council’'s TOD Policy and comply with all applicable laws, regulations and rules. See Business Item
2019-312. After extensive negotiations, the Council, City and Team recently reached agreement in
principle to restructure the existing Net Ground Lease. The key terms in the transaction are as
follows:

1. The total overall parcel and tenant (City) remain the same.

The restructuring creates two new Net Ground Leases (“Development Parcel Net Ground
Leases”) within the original lease footprint to the City.

The new lease parcels are within the original lease footprint abutting Snelling Avenue on the
westerly side of the site together with air rights over the Central Avenue easement. (See
depiction on Attachment A)

4. The new leases will operate under the same requirements as the existing Net Ground Lease.
5. The new Development Parcel Net Ground Leases will run concurrently with the existing Net
Ground Lease term. However, the City will have a right to extend both new Development
Parcel Net Ground Leases for an additional term provided that development occurs within 15
years.
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A comparison of existing and proposed lease terms is contained in Attachment A-1. The City
approved the proposed lease restructuring at its April 14, 2022 City Council meeting. The lease
restructuring transaction is expressly conditioned on FTA concurrence.

Rationale

The City and Team propose to restructure the existing Net Ground Lease to maximize development
flexibility in the stadium block, promote high density development and further augment transit-
oriented development on the site. For its part, the City authorized a TIF district and further
mechanisms to support development of the block. Under the amendment terms, the Council will
continue to exercise continuing control for transit purposes, ensure that future development and uses
of the site are consistent with Council policies and TOD goals, and secure a longer-term revenue
stream that can be used as transit program income.

Thrive Lens Analysis
This action advances several Thrive outcomes:

. Stewardship: Development under a longer-term lease along Snelling Avenue is anticipated
to produce new transit ridership and revenue on Council-owned land.

. Prosperity: The action is expected to facilitate significant private investment on a site that
is located adjacent to the Green Line LRT and the A Line BRT.

. Equity: Development is anticipated to increase access to jobs and destinations along
transit.

. Livability: Dense development should make communities more walkable and bikeable and
expands destinations proximate to transit.

. Sustainability: The action will facilitate development in a transit-rich area. The design and

location of the project will also reduce the need to use automobiles for transportation.

Funding
No funding needs anticipated. Lease revenues will be unchanged for the immediate term although
revenues will likely increase as a result of any lease extensions.

Small Business Inclusion
The arrangement is a restructuring of the existing Net Ground Lease with the City and the Team as
subtenant.
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Attachment A
Proposed Development Parcels
Council Ground Lease Boundaries
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Attachment A-1

Summary of Proposed Amended Lease Terms

Current Proposed
Tenant City of St. Paul City of St. Paul
Lease Area 9.79 acres 9.79 acres split as:
0.45 acre North Snelling Parcel
1.07 acre South Snelling Parcel
8.79 acre Stadium Parcel
Term
Initial 4/1/2016-12/31/2068 (52 Stadium Parcel: 4/1/2016-12/31/2068
years, 8 mo., 30 days) Two (2) new Net Ground leases
Snelling Parcels: TBD — 12/31/2068
Renewal n/a Stadium Parcel: n/a
Two (2) new Net Ground leases
Snelling Parcels: 1/1/2069 —
12/31/2117 (49 years)
Renewal Notice n/a Between 1/1/2058-12/31/2063

Rent

$556,620/year

$556,620 split as follows:

New Parcel #1 (5%): $25,585
New Parcel #2 (11%): $60,836
Stadium parcel (84%): $470,199

Renewal Rent n/a Calculated average land value
(appraised) x 5 yr. rolling average of
30 year treasury rate + 2%

Development n/a Tenant must develop within 15 years

Term

from lease start dates of new ground
leases or lose the option to renew

Environmental

Council responsible

Sublessee responsible for cost of any
additional remediation required for
development

Liability

Tenant responsible

Tenant responsible; sublessee
(Team) agrees to defend and
indemnify
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