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BOARD BILL #112 INTRODUCED BY ALDERMEN YOUNG & WESSELS

AN ORDINANCE DESIGNATING A PORTION OF THE CITY OF ST. LOUIS, MISSOURI
GENERALLY BOUNDED BY EIGHTH STREET ON THE WEST, WALNUT STREET ON
THE NORTH, SOUTH BROADWAY ON THE EAST, AND CLARK STREET ON THE
SOUTH (THE “DEVELOPMENT AREA”), AS A DEVELOPMENT AREA UNDER THE
AUTHORITY OF THE MISSOURI DOWNTOWN AND RURAL ECONOMIC STIMULUS
ACT, SECTIONS 99.915 TO 99.1060 OF THE REVISED STATUTES OF MISSOURI, AS
AMENDED (THE “ACT”); APPROVING A DEVELOPMENT PLAN FOR THE
DEVELOPMENT AREA, AND A DEVELOPMENT PROJECT THEREIN AND MAKING
FINDINGS RELATING THERETO; ADOPTING DEVELOPMENT FINANCING WITHIN
THE DEVELOPMENT AREA; ESTABLISHING A SPECIAL ALLOCATION FUND;
AUTHORIZING CERTAIN ACTIONS BY CITY OFFICIALS; AND CONTAINING A
SEVERABILITY CLAUSE.

WHEREAS, The City of St. Louis, Missouri (the “City”), is a body corporate and a
political subdivision of the State of Missouri, duly created, organized and existing under and by
virtue of its charter, the Constitution and laws of the State of Missouri; and

WHEREAS, the Missouri Downtown and Rural Economic Stimulus Act, Sections 99.915
to 99.1060 of the Revised Statutes of Missouri, as amended (the “Act”), authorizes cities to
undertake development projects in development areas, as defined in the Act; and

WHEREAS, the Board of Aldermen of the City created the Downtown Economic
Stimulus Authority of the City of St. Louis (the “Authority”) pursuant to Ordinance No. 67097;

and
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WHEREAS, the Act authorizes the Authority to hold hearings with respect to proposed
development areas, plans and projects and to make recommendations thereon to the Board of
Aldermen; and

WHEREAS, the Authority has reviewed a plan for development titled “MODESA
Development Plan: Ballpark Village” dated June 18, 2012, as may be amended from time to time
(the “Development Plan”), for an area generally bounded by Eighth Street on the west, Walnut
Street on the north, South Broadway on the east, and Clark Street on the south (the
“Development Area”), as more fully described in the Development Plan attached hereto as
Exhibit A and incorporated herein; and

WHEREAS, the Development Plan contemplates the remediation of blighting conditions
within the Development Area through a mix of commercial development, parking and
infrastructure improvements, with potential additional commercial and residential development,
in one or more phases, as more fully described therein (the “Development Project”); and

WHEREAS, the Authority held a public hearing in conformance with the Act on July 5,
2012, and received comments from all interested persons and taxing districts relative to the
Development Plan, the designation of the Development Area and the adoption and approval of
the Development Project; and

WHEREAS, on July 5, 2012, after due deliberation, the Authority adopted a resolution
recommending, among other matters, that the Board of Aldermen designate the Development
Area as a “development area” pursuant to the Act, adopt the Development Plan and the
Development Project, and adopt development financing within the Development Area; and

WHEREAS, the Board of Aldermen hereby determines that the Development Area
qualifies for the use of development financing to alleviate the conditions that qualify it as a
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“development area” as provided in the Act and that it is necessary and desirable and in the best
interest of the City to adopt development financing within the Development Area; and
WHEREAS, it is necessary and desirable and in the best interest of the City to adopt
development financing within the Development Area and to establish a special allocation fund
for the Development Area in order to provide for the promotion of the general welfare through
development of the Development Area in accordance with the Development Plan, which
development includes, but is not limited to, eliminating blighting conditions within the
Development Area; assisting in the physical, economic, and social development of the City;
enhancing the City’s status as a convention and tourism destination; encouraging a sense of
community identity, safety and civic pride; and generating new direct and indirect tax revenues
for the City and other taxing jurisdictions.
BE IT ORDAINED BY THE CITY OF ST. LOUIS, AS FOLLOWS:
SECTION ONE. The Board of Aldermen finds that a reasonable person would
believe:
A. The Development Area on the whole is a blighted area, as defined in
Section 99.918(3) of the Act. This finding includes, and the Development Plan sets forth
and the Board of Aldermen hereby finds and adopts by reference: (i) a detailed
description of the factors that qualify the Development Area as a blighted area and
qualify the Development Project as a development project pursuant to the Act as set forth
in the blighting studies included in the Development Plan, and (ii) a written statement
signed by the members of the Authority’s governing body, that the information in the
Development Plan has been independently reviewed by such members with due diligence
to confirm its accuracy, truthfulness and completeness.

Date: June 22, 2012
Page 3 of 9
Board Bill # 112 Sponsor: Alderwoman Young, And Alderman Wessels



10

11

12

13

14

15

16

17

18

19

20

21

22

23

B. The Development Area has not been subject to growth and development
through investment by private enterprise and would not reasonably be anticipated to be
developed without the implementation of one or more development projects and the
adoption of local and state development financing.

C. The Development Plan conforms to the comprehensive plan for the
development of the City as a whole.

D. The estimated dates of completion of the Development Project and
retirement of obligations incurred to finance Development Project costs have been stated
in the Development Plan, and these dates are 25 years or less from the date of approval of
the Development Project.

E. The City has developed a plan for relocation assistance for businesses and
residences in conformity with the requirements of Sections 523.200 through 523.215 of
the Revised Statutes of Missouri, as amended, in the event any business or residence is to
be relocated as a direct result of the implementation of the Development Plan.

F. A cost-benefit analysis showing the economic impact of the Development
Plan on the City and school district, as well as each other taxing district which is at least
partially within the boundaries of the Development Area, is on file with the St. Louis
Development Corporation, which cost-benefit analysis shows the impact on the economy
if the Development Project is not built and is built pursuant to the Development Plan.
The cost-benefit analysis also includes a fiscal impact study on the City and the school
district as well as each taxing district which is at least partially within the boundaries of
the Development Area. The cost-benefit analysis also includes sufficient information

from the Authority to evaluate whether the Development Project as proposed is
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financially feasible, and the Authority found that the Development Project as proposed is
financially feasible.

G. The Development Plan does not include the initial development or
redevelopment of any gambling establishment.

H. An economic feasibility analysis is on file with the St. Louis Development
Corporation, which economic feasibility analysis includes the information required by
Section 99.942.3(8) of the Act.

l. The Development Area: (i) includes only parcels of real property directly
and substantially benefited by the proposed Development Plan; (ii) can be renovated
through the Development Project; (iii) is located in the “central business district,” as
defined in Section 99.918(4) of the Act, of the City, which has a median household
income of less than $62,000 according to the United States Census Bureau’s American
Community Survey for 2006 - 2010; (iv) has structures in the area fifty percent or more
of which have an age of thirty-five years or more; (v) is contiguous; (vi) does not exceed
ten percent of the entire area of the City; and (vii) does not include any property that is
located within the one hundred year flood plain, as designated by the Federal Emergency
Management Agency flood delineation maps.

J. The Development Project constitutes a “major initiative,” as defined in
Section 99.918(14) of the Act, in furtherance of the objectives of the Development Plan.
The Development Plan includes a legal description of the area selected for the
Development Project, which is coterminous with the Development Area.

SECTION TWO. The Development Area is hereby designated as a “development
area” as defined in Section 99.918(7) of the Act.
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SECTION THREE. The Development Plan is hereby adopted and approved. A copy of
the Development Plan is attached hereto as Exhibit A and incorporated herein by reference.

SECTION FOUR. The Development Project as set forth in the Development Plan is
hereby adopted and approved. The Board of Aldermen finds that the area selected for the
Development Project includes only those parcels of real property and improvements thereon
directly and substantially benefited by the proposed Development Project. The term
“development project area,” and similar terms and phrases used in the Act, as used herein, shall
be comprised of the Development Area in its entirety, including all phases or portions of the
Development Project which may be developed within the Development Area.

SECTION FIVE.  Development financing is hereby adopted within the Development
Area (as legally described in the Development Plan). After the total equalized assessed
valuation of the taxable real property in the Development Area exceeds the certified total initial
equalized assessed value of all taxable real property in the Development Area, the ad valorem
taxes and payments in lieu of taxes, if any, arising from the levies upon taxable real property in
the Development Area by taxing districts at the tax rates determined in the manner provided in
Section 99.968 of the Act each year after the effective date of this Ordinance until the payment
in full of all Development Project costs shall be divided as follows:

A. That portion of taxes, penalties, and interest levied upon each taxable lot,
block, tract, or parcel of real property in such development project area which is
attributable to the initial equalized assessed value of each such taxable lot, block, tract, or
parcel of real property in the Development Area shall be allocated to and, when collected,
shall be paid by the City Collector to the respective affected taxing districts in the manner
required by law in the absence of the adoption of development financing; and
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B. Payments in lieu of taxes attributable to the increase in the current
equalized assessed valuation of each taxable lot, block, tract, or parcel of real property in
the Development Area and any applicable penalty and interest over and above the initial
equalized assessed value of each such unit of property in the Development Area shall be
allocated to and, when collected, shall be paid to the City Treasurer, who shall deposit
such payments in lieu of taxes into a special fund called the “City of St. Louis, Missouri,
Special Allocation Fund for the 2012 Ballpark Village Development Area” (the “Special
Allocation Fund”) for the purpose of paying development costs and obligations incurred in
the payment thereof. Payments in lieu of taxes which are due and owing shall constitute a
lien against the real estate of the Development Area from which they are derived and shall
be collected in the same manner as the real property tax, including the assessment of
penalties and interest where applicable.

SECTION SIX. In addition to the payments in lieu of taxes described in paragraph
B of SECTION FIVE of this Ordinance, fifty percent (50%) of the economic activity taxes
generated within the Development Area shall be allocated to, and paid by the collecting officer
to the City Treasurer, who shall deposit such funds into a separate segregated account within the
Special Allocation Fund. However, the City shall not collect and deposit any economic activity
taxes in the Special Allocation Fund unless the Development Project has been approved for state
supplemental development financing pursuant to Section 99.960 of the Act.

SECTION SEVEN. The Special Allocation Fund is hereby established. The Special
Allocation Fund shall consist of at least four separate accounts into which payments in lieu of
taxes (“PILOTs”) are deposited in one account (the “PILOTSs” Account”), economic activity
taxes (“EATS”) are deposited in a second account (the “EATs Account™), other net new revenues
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(*NNRs”) are deposited in a third account (the “NNR Account”) and other revenues, if any,
received by the Authority or the City for the purpose of implementing the Development Plan or
Development Project are deposited in a fourth account (the “Miscellaneous Account”). The
Board of Aldermen may establish such additional accounts, sub-accounts, funds or sub-funds
within the Special Allocation Fund as it determines appropriate. All moneys deposited in the
Special Allocation Fund shall be applied in such manner consistent with the Development Plan
as determined by the Board of Aldermen.

SECTION EIGHT. The City Register is hereby directed to submit a certified copy of
this Ordinance to the City Assessor, who is directed to determine the total equalized assessed
value of all taxable real property within the Development Area as of the date of adoption of this
Ordinance, by adding together the most recently ascertained equalized assessed value of each
taxable lot, block, tract or parcel of real property within the Development Area, and shall certify
such amount as the total initial equalized assessed value of the taxable real property within the
Development Area.

SECTION NINE.  The Comptroller is hereby authorized and directed to enter into
agreements or contracts with other taxing districts as are necessary to ensure the allocation and
collection of the taxes and payments in lieu of taxes described in SECTION FIVE and
SECTION SIX of this Ordinance, and the deposit of said taxes or payments in lieu of taxes into
the Special Allocation Fund for the purpose of payment of Development Project costs and
obligations incurred in the payment thereof, all in accordance with the Act.

SECTION TEN. The Mayor is hereby authorized to submit a State Supplemental
Downtown Development Financing Program Application to the Missouri Department of
Economic Development pursuant to Section 99.960 of the Act, and to take such further action as
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may be required so as to enable the Department of Economic Development to make its
recommendation to the Missouri Development Finance Board for a determination as to approval
of the disbursement of project costs of the Development Project from the state supplemental
downtown development fund.

SECTION ELEVEN. It is hereby declared to be the intention of the Board of
Aldermen that each and every part, section and subsection of this Ordinance shall be separate
and severable from each and every other part, section and subsection hereof and that the Board
of Aldermen intends to adopt each said part, section and subsection separately and independently
of any other part, section and subsection. In the event that any part, section or subsection of this
Ordinance shall be determined to be or to have been unlawful or unconstitutional, the remaining
parts, sections and subsections shall be and remain in full force and effect, unless the court
making such finding shall determine that the valid portions standing alone are incomplete and

are incapable of being executed in accord with the legislative intent.
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MODESA Development Plan: Ballpark Village
City of St. Louis, Missouri

SECTION |
INTRODUCTION

A. PURPOSE OF DEVELOPMENT PLAN

One of the most important goals of the City of St. Louis (City) is to make downtown St.
Louis a thriving place to live, work and play, while maximizing the production of tax
revenues for both the City and the State of Missouri (State). Ballpark Village represents
a tremendous opportunity for the City and the State to generate new direct tax revenues
and enhance the City’s status as a convention and tourism destination, which would
generate even more indirect tax revenues. The City has proposed to use “MoDESA” to
eliminate blight to the north of Busch Stadium with the development of Ballpark Village.
This Development Plan (Plan) is designed to describe the proposed development and to
provide the Downtown Economic Stimulus Authority with a reasonable basis on which to
make certain findings and determinations required by state law and to grant the
economic incentives described herein.

B. THE MISSOURI DOWNTOWN AND RURAL ECONOMIC STIMULUS ACT

MoDESA is a statutory economic development tool that is administered by the Missouri
Department of Economic Development (DED) and the Missouri Development Finance
Board (MDFB). The purpose of MODESA is to facilitate the redevelopment of downtown
areas and the creation of jobs by financing the construction of essential public
infrastructure. MOoODESA is similar to other economic development tools such as tax
increment financing in that it utilizes local incremental tax revenue to induce private
development. However, MoDESA also captures certain incremental State tax
revenues. Per the MoDESA Act, 50% of the new local economic activity taxes and
100% of the new local property taxes must be used to finance private redevelopment
projects. In addition, MODESA can capture up to 50% of the State sales taxes from
sales new to the State and 50% of the State income taxes generated by jobs that are
new to the State. The incremental State tax revenue may be used to fund certain public
improvements in the Development Area.

The revenues that MODESA generates are based on the value of real property and level
of economic activity within a geographic boundary called the “development area.”
Sections 99.915 to 99.1060 of the Revised Statutes of Missouri, as amended (MoDESA
Act) define a “development area”:

“(7) ‘Development area’, an area designated by a municipality in respect to
which the municipality has made a finding that there exist conditions which
cause the area to be classified as a blighted area or a conservation area,
which area shall have the following characteristics:

(a) It includes only those parcels of real property directly and substantially
benefited by the proposed development plan;

(b) It can be renovated through one or more development projects;
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(c) Itis located in the central business district;

(d) It has generally suffered from declining population or property taxes for
the twenty-year period immediately preceding the area's designation as a
development area or has structures in the area fifty percent or more of
which have an age of thirty-five years or more;

(e) It is contiguous, provided, however that a development area may
include up to three noncontiguous areas selected for development
projects, provided that each noncontiguous area meets the requirements
of paragraphs (a) to (g) herein;

(f) The development area shall not exceed ten percent of the entire area of
the municipality; and

(9) The development area shall not include any property that is located
within the one hundred year flood plain, as designated by the Federal
Emergency Management Agency flood delineation maps, unless such
property is protected by a structure that is inspected and certified by the
United States Army Corps of Engineers”

To qualify as a development area, the territory to be designated must exhibit certain
characteristics that meet the criteria of a “blighted area” or “conservation area”. The
MoDESA Act defines a “blighted area” as:

“an area which, by reason of the predominance of defective or inadequate
street layout, unsanitary or unsafe conditions, deterioration of site
improvements, improper subdivision or obsolete platting, or the existence
of conditions which endanger life or property by fire and other causes, or
any combination of such factors, retards the provision of housing
accommodations or constitutes an economic or social liability or a menace
to the public health, safety, morals, or welfare in its present condition and
use”

The development area must also be located in the “central business district” of the
municipality. The MoDESA Act defines “central business district” as:

“the area at or near the historic core that is locally known as the
"downtown" of a municipality that has a median household income of
sixty-two thousand dollars or less, according to the United States Census
Bureau's American Community Survey, based on the most recent of five-
year period estimate data in which the final year of the estimate ends in
either zero or five. In addition, at least fifty percent of existing buildings in
this area will have been built in excess of thirty-five years prior or vacant
lots that had prior structures built in excess of thirty-five years prior to the
adoption of the ordinance approving the redevelopment plan. The
historical land use emphasis of a central business district prior to
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redevelopment will have been a mixed use of business, commercial,
financial, transportation, government, and multifamily residential uses;”

In addition, according to Section 99.942 of the MODESA Act, for a municipality to adopt
a development plan concerning the development area, it must find that:

“The development area has not been subject to growth and development
through investment by private enterprise and would not reasonably be
anticipated to be developed without the implementation of one or more
development projects and the adoption of local and state
development financing.”

This Plan establishes the Ballpark Village area as a development area, provides
evidence sufficient to support a finding that the development area, as a whole, is a
blighted area, describes the development project proposed for the development area,
and provides such other information required by the MoDESA Act.

C. CHIEF ELECTED OFFICER CONTACT INFORMATION

Francis G. Slay

Mayor of the City of St. Louis
Mayor’s Office

City Hall, Room 200

1200 Market Street

St. Louis, MO 63103

Tel: (314) 622-3201
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SECTION I
AREA DESCRIPTION AND BACKGROUND

A. LOCATION OF DEVELOPMENT AREA

The Ballpark Village Development Area (Development Area) is located in the City’s
historic downtown, as indicated on the map included in this Development Plan as
Appendix A-1. The Development Area includes real property to the north of Busch
Stadium (which has been vacant and underutilized since the demolition of “old” Busch
Stadium) and the former International Bowling Museum & Hall of Fame property
(Bowling Hall of Fame). The Development Area consists of approximately ten (10)
contiguous acres including certain public rights-of-way. The boundaries of the
Development Area are shown on Appendix A-2. The boundaries of the Development
Area are generally described as the western line of right-of-way of Eighth Street on the
west, the northern line of right-of-way of Walnut Street on the north, the eastern line of
right-of-way of South Broadway on the east, and the southern line of right-of-way of
Clark Street on the south. The street address of the development site, a list of the
parcels included in the Development Area, legal descriptions for these parcels, and the
City Assessor’s Parcel Locator Numbers are provided in Appendix B.

All of the Development Area is currently unoccupied or underutilized. The former
Bowling Hall of Fame building occupies the northwest corner of the Development Area,
as shown on Appendix A-3.

From 1966 to 2005, the majority of the Development Area was occupied by the “old”
Busch Stadium. The old stadium was associated with historic downtown St. Louis for
more than four decades and served as the core of the City’s central business district. In
2006, a new ballpark was constructed on the southern portion of the “old” stadium site.
A temporary parking lot and softball field were established on the northern portion of the
“old” stadium site in 2006 and 2009, respectively; such uses, however, are temporary
and represent a significant underutilization of the site. Accordingly, the northern portion
of the “old” stadium site is available for development as Ballpark Village. Current and
future land uses in the Development Area are shown on maps attached as Appendices
A-3 and A-5. The location of the Development Area with respect to the historic core of
St. Louis is shown on the map attached as Appendix A-1. The Development Area
does not exceed 10% of the entire area of the municipality and is not located within a
100-year flood plain. A letter from the City official responsible for verifying that the
Development Area is not within a flood plain is attached as Appendix C.

B. HISTORIC BACKGROUND OF THE DEVELOPMENT AREA AND BUILDING AGE

At present, there is one existing building in the Development Area, the former Bowling
Hall of Fame, which was constructed in 1982. Until 2005, approximately 80% of the
Development Area was occupied by “old” Busch Stadium, which opened in 1966. That
parcel is now vacant. Before “old” Busch stadium was built in the early 1960s, the site
was occupied by structures that dated back to the 1800s and early 1900s.
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In addition to the former Bowling Hall of Fame, there are three other structures in the
Development Area: a pedestrian bridge constructed in 1966 which connected the “old”
Busch Stadium to the Stadium West parking garage to the west of the Development
Area; supporting piles and associated pile caps from the “old” Busch Stadium
completed in 1966; and a softball field, constructed in 2009, in the southern portion of
the Development Area.

C. MEDIAN HOUSEHOLD INCOME

According to the American Community Survey 5-Year Estimates Selected Economic
Characteristics Table DP03, the median household income for the City of St. Louis for
2006-2010 was $33,652, well below the maximum threshold of $62,000 required by the
MoDESA Act. The American Community Survey does not tabulate data by geographic
units smaller than places—downtown St. Louis is smaller than a place. However, the
Survey tabulates data by census tracts. As the following map and table indicate, the
median income for each of the Census Tracts encompassing the majority of downtown
St. Louis--1255, 1256, and 1257—is less than the $62,000 MoDESA threshold, even
when margins of error are taken into account.

DOWNTOWN CENSUS TRACTS
CITY OF ST. LOUIS, MISSOURI

1255 1256 1257
) Margin ) Margin ) Margin
Estimate o ET6D Estimate o ET60 Estimate ol ET6s

Median

household

income in

the past 12

months (in | $50,187 | +/-8,525| $45,870 | +/-6,862 | $9,777 | +-1,797
2010

inflation-

adjusted

dollars)

Data Source.: 2006-2010 American Community Survey estimates
of the U.S. Census Bureau.

D. SUMMARY—AREA ELIGIBILITY FOR MODESA

As demonstrated by the above information, the Development Area satisfies the
definition of “development area” as defined in the MODESA Act, and is therefore eligible
for public assistance because:

. The Development Area includes only those parcels of real property
directly and substantially benefited by this Plan;

. The Development Area can be renovated through one or more
development projects;
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. The Development Area is within the City’'s “central business district”
because: (i) it is located within the area at or near the historic core that is
locally known as the “downtown” of the City (“Downtown St. Louis”), which
has been used historically for business, commercial, financial,
transportation, government, and multi-family residential purposes, (ii) at
least fifty percent (50%) of the existing buildings within Downtown St.
Louis were built at least thirty-five years ago, and (iii) the City has a
median household income (according to the 2000 Census) of less than
$62,000;

. At least fifty percent (50%) of the structures within the Development Area
were built at least thirty-five years ago;

o The Development Area consists of two contiguous parcels;

. The Development Area does not exceed ten percent of the entire area of
the City; and

. The Development Area does not include any property that is located within

the one hundred year flood plain.

E. THE DEVELOPMENT AREA WouLD NoOT BE DEVELOPED OR CONTINUE TO BE
DEVELOPED ABSENT MODESA FINANCING

The Development Area has not been subject to growth and development through
investment by private enterprise and would not be developed without the
implementation of one or more development projects and the adoption of local and
State development financing. The Development Area will not be developed on the
scale contemplated and desired absent MODESA financing.






MODESA Development Plan: Ballpark Village
City of St. Louis, Missouri

SECTION IlI
BLIGHTED AREA QUALIFICATION ANALYSIS

The following narrative and the Blighting Analysis attached as Appendix D describe the
blighting conditions in the Development Area. Additional information on these
conditions can be found in Appendix D. At present, 100% of the Development Area is
vacant or significantly underutilized. The Development Area is located within an area
that has been determined to be a blighted area by the City’s Land Clearance for
Redevelopment Authority (LCRA) and the City of St Louis and the blighting conditions
have not been remedied.

A. DEFECTIVE OR INADEQUATE STREET LAYOUT

Prior to 1963, the Development Area contained six city blocks that followed the typical
grid system. But when construction on “old” Busch Stadium began, several of the
streets within the Development Area were vacated or reconfigured. With the opening of
“new” Busch Stadium, the number and configuration of the existing streets are
insufficient to support the proposed Development Project. New streets that conform to
the City’s grid pattern system are required.

B. IMPROPER SUBDIVISION OR OBSOLETE PLATTING

The two parcels within the Development Area have been improperly sized and
configured for redevelopment since the construction of “new” Busch Stadium. The
larger parcel is irregularly shaped and needs to be replatted and the street grid
reintroduced to facilitate the construction of the Development Project. The smaller
parcel is also irregularly shaped and is not conducive to typical commercial or
residential development.

C. UNSANITARY OR UNSAFE CONDITIONS

The Development Area consists of two primary unsanitary or unsafe conditions:
environmental concerns and lack of adequate sidewalks. Based on environmental site
assessments conducted during the construction of “new” Busch Stadium, the
Development Area is contaminated with petroleum products, mercury and lead, which
will need to be removed or mitigated to enable future development. The site also
contains debris from the demolition of “old” Busch Stadium, which will require
subsurface and soil cleanup.

The existing curbs and sidewalks within the Development Area are cracked and
deteriorated, forcing pedestrians to walk in the streets. This causes hazardous
conditions for employees and visitors, and is not compliant with the Americans with
Disabilities Act.

D. DETERIORATION OF SITE IMPROVEMENTS

The site conditions are deteriorated and exhibit significant impediments that are costly
to address, including piles and associated pile caps from the “old” Busch Stadium that
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will require removal. The rights-of-way in the Development Area are also deteriorated,
especially with respect to the curbs and sidewalks. There are numerous cases of
ragged and deteriorating concrete, as well as deteriorating pedestrian plazas and
abandoned former planting areas. Former building components, foundations and other
debris have been buried throughout the Development Area. The Development Area
experiences a large amount of tourism traffic; however, deterioration in the public rights-
of-way leaves visitors to the City with a negative impression that adversely influences
their desire to return. A quality streetscape is needed to integrate these uses into a
cohesive downtown environment.

E. CoONDITIONS WHICH ENDANGER LIFE OR PROPERTY BY FIRE OR OTHER CAUSES

The Development Area exhibits several conditions that endanger life or property by fire
or other causes, including but not limited to, vacant property with dangerous conditions.
When “old” Busch Stadium was demolished, many of the site improvements were only
partially removed. As a result, the Development Area has jagged exposed concrete,
buried steel reinforcement bars and building materials and other loose debris that,
unprotected, create dangerous site conditions. A fence has been placed around the
vacant property as a result.

F. EcoNOMIC OR SOCIAL LIABILITY

The MoDESA Act requires that the blighted conditions within the Development Area
constitute an economic liability or a social liability. The aforementioned conditions
constitute both.

All of the Development Area is underutilized or currently vacant, and as a result, the real
property within the area has decreased in value over time. The property generates
lower property tax revenues for the taxing districts within the boundaries of the
Development Area, including the school district and the City itself, resulting in a pure
economic liability.

Economic liability also arises from the inhibition of pedestrian movement through
downtown, due to the condition of the public rights-of-way. In particular, it is challenging
for pedestrians to move from the central and northern portions of downtown to the
ballpark in the southern part of downtown, which limits their ability to visit other shops
and restaurants in the central business district. As a result, these establishments are
underutilized, and sales tax revenues are lower than they are expected to be if they
were more accessible. This also creates an economic liability for the taxing districts in
the Development Area that levy sales taxes.

The hazardous conditions on the site, outdated and inadequate lighting around the site,
poor circulation, unsanitary and unsafe conditions, vacancy and site deterioration all
result in social liability in the Development Area in that they detract from tourism and
potential future business opportunities. As downtown’s residential, business and tourist
populations grow, safe and pleasant pedestrian movement will be increasingly essential
to downtown’s success. The Development Area in its current condition also impedes
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the delivery of critical public services and capital investments required to enhance the
quality of life, welfare, and safety of the city’s residents and other constituencies, adding
to the social liability of the Development Area.

St. Louis is the public face for much of the State of Missouri, and downtown St. Louis is
the public face for the St. Louis region. Many people form their impressions about
Missouri based on their experiences in downtown St. Louis. Missouri's ability to attract
new residents, new businesses, new tourists, and many other potential contributors to
the State’s economy is intrinsically tied to how these people experience Missouri
through their time in downtown St. Louis. This investment is of crucial importance to
Missouri’s perceived status in the nation and in the world.

G. MENACE TO THE PUBLIC HEALTH, SAFETY, OR WELFARE

The aforementioned conditions that endanger life or property also constitute a menace
to the public health, safety or welfare. These conditions affect not only the owners of
the properties within the Development Area, but also the general public as they use the
public rights-of-way to travel between the ballpark and the remainder of downtown St.
Louis.

H. SUMMARY OF BLIGHTED AREA FINDINGS

As indicated in Section lll, the Development Area, as a whole, is an area which, by
reason of the predominance of defective or inadequate street layout, unsanitary or
unsafe conditions, deterioration of site improvements, improper subdivision or obsolete
platting, or the existence of conditions which endanger life or property by fire and other
causes, or any combination of such factors, retards the provision of housing
accommodations or constitutes an economic or social liability or a menace to the public
health, safety, morals, or welfare in its present condition and use, and is therefore
eligible for the incentives contemplated by the MODESA Act.
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SECTION IV
DEVELOPMENT PROJECT

A. PROJECT DESCRIPTION

Ballpark Village, a development to be undertaken by Ballpark Village Development
Corporation (Developer), will be the country’s first fully integrated mixed-use
development oriented around the game day experience while creating a unique urban
style. Ballpark Village spans approximately six city blocks which are primarily vacant,
undeveloped and blighted in a general area that needs redevelopment. In light of this,
Ballpark Village is uniquely located to act as a catalyst that expands the revitalization of
downtown St. Louis. Ballpark Village will feature a dynamic mix of unique
retail/entertainment concepts and a distinct architectural sense of place that will draw
new visitors to St Louis regionally and nationally and provide new amenities that were
not previously available to City residents. For the business and personal visitors, and
the approximately one million people who come to St. Louis from outside the State to
visit Busch Stadium, Ballpark Village gives an incentive to spend more time in the
region and in the State.

The Developer may elect to develop the Ballpark Village project (Development Project)
in multiple stages by initiating one or more of the “Phases” of the Development Project
as described on Appendix E (each a Development Project Phase). The initial portion
of the Development Project to be constructed by the Developer (Initial Development
Project Phase) will include the components of “Phase I” identified on Appendix E:
100,000 square feet of commercial space (consisting of retail, entertainment and
restaurant space) and $10.7 million of related streetscape and site infrastructure
improvements. If the Developer elects to complete the maximum of the Development
Project Phases, the Development Project will include up to 1,110,000 square feet of
commercial space (consisting of office, retail, entertainment and restaurant space), up
to 1,200 structured parking spaces, up to 250 residential units and an additional $12.3
million of infrastructure improvements. The estimated cost of the Initial Development
Project Phase is approximately $89 million. The estimated development budget for
Ballpark Village, assuming all Development Project Phases are completed, is
approximately $642 million. It is expected that the Development Project will be
constructed within the Development Area, including the property that was previously
owned by and housed the Bowling Hall of Fame.

B. MAJOR INITIATIVE

All MODESA projects must qualify as “Major Initiatives” per Section 99.918(14) of the
MoDESA Act. In order for a project to qualify as a “Major Initiative”, it must be within the
central business district and either:

(a) Promote tourism, cultural activities, arts, entertainment, education,
research, arenas, multipurpose facilities, libraries, ports, mass transit,
museums, or conventions, the estimated cost of which exceeds
$10,000,000; or
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(b) Promote business location or expansion, the estimated cost of which
exceeds $10,000,000, and which is estimated to create at least 100 jobs
within three years,

The Development Project, even if limited to the Initial Development Project Phase,
satisfies both of the “Major Initiative” categories because:

. The Development Project is expected to include at least $10.7 million of
streetscape and other site improvements, which improvements will
facilitate access to Ballpark Village, new Busch Stadium and other central
business district activities, and, ultimately, such improvements will
promote tourism for the City;

. The Development Project is expected to include the construction of at
least approximately $78 million in retail and entertainment space and other
related improvements, which will promote business location and
expansion, and is expected to create at least approximately 437 new
permanent jobs.

Downtown St. Louis is the region’s hub for tourism and culture. The new ballpark is one
of the major nodes of activity in this hub, as was the “old” ballpark before it. Located
between the Arch grounds, the northern and central portions of downtown, and the new
baseball stadium, Ballpark Village presents a significant opportunity to link all of these
destinations with new attractive and exciting activities. The Development Project will
enhance and promote activities at all of these venues. The Development Project will
make downtown St. Louis even more attractive by providing more high-quality shopping,
dining and entertainment experiences, and its unique, large-scale entertainment
offerings adjacent to the Arch and the new ballpark will enhance the City’s appeal as a
“destination” location. Since Busch Stadium and the St. Louis Arch each attract over 3
million national and international visitors annually, the development of Ballpark Village
will provide better resources to the current visitors while attracting a new group of
consumers to the area.

C. NORTH AMERICA INDUSTRY CLASSIFICATION SYSTEM (NAICS)

The North American Industry Classification System (NAICS) Classification Codes that
are expected to apply to this project are as follows:

. 236116 New Multi-Family Housing Construction;

. 236220 New Commercial and Institutional Building Construction;
. 238 Specialty Trade Contractors;

J 442-448 and 451-454 Retail Trade;

. 481-493 Transportation and Warehousing;
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° 511-519 Information;
° 521-525 Finance and Insurance

. 531-533 Real Estate and Rental and Leasing;

. 541 Professional, Scientific, and Technical Services;

. 551 Management of Companies and Enterprises;

o 561-562 Administrative and Support and Waste Management and
Remediation Services;

. 611 Educational Services;

. 621-624 Health Care and Social Assistance;

) 711-713 Arts, Entertainment, and Recreation;

. 721-722 Accommodation and Food Services; and

o 811-814 Other Services (except Public Administration).
D. GAMBLING ESTABLISHMENTS

This Project does not include the initial development or redevelopment of any gambling
establishment.

E. ESTIMATED DEVELOPMENT PROJECT COSTS

The Developer has provided certain information to determine the estimated
Development Project costs based on preliminary architectural and engineering
renderings. The Developer has also provided cost estimates for the construction of the
site infrastructure and parking improvements based on the preliminary site design plan.
Estimated Development Project Costs, as well as those costs which constitute
maximum reimbursable project costs that are eligible for reimbursement from “Public
Sources” pursuant to this Development Plan, are described in more detail in Appendix
E, which identifies the potential overall costs of implementing the Development Project
described above. These costs are estimated based on knowledge of the Development
Project at this time. The actual cost of implementing the Development Plan and the
Development Project is expected to vary from these estimates. Additional costs related
to the financing of the Development Project are described in Paragraph H of this
Section IV.

The MoDESA Act allows the City and/or its designated developer(s) to incur
Development Project Costs associated with the implementation of an approved
Development Plan. These costs include all reasonable or necessary costs incurred,
and any costs incidental to a Development Project.
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The MoDESA Act provides that the costs of the Development Project be paid for by
incremental revenues. The MoDESA Act distinguishes between those Development
Costs which are eligible to be paid for by local incremental revenues and those which
are eligible to be paid for by State incremental revenues. It is anticipated that local
incremental revenues will be used to partially fund the private components of the
Development Project while state incremental revenues will partially fund the public
infrastructure components such as the street and other site improvements and public
spaces. It is also anticipated that a transportation development district and/or a
community improvement district will be used to subsidize some of the public
infrastructure costs.

F. ANTICIPATED SOURCES OF FUNDS TO PAY COSTS

It is anticipated that there will be several public and private sources of funds available to
pay the estimated Development Project costs. The private sources include private
capital that is available to the Developer through its own cash reserves, equity partners,
other financing entities, and/or mortgage-based and/or other debt, and funds available
to third party tenants and/or their lenders for tenant-related improvements. The State
may also offer Brownfield Tax Credits and other tax credits to help finance eligible
portions of the Development Project. The Developer may also pursue other private,
Federal and State-sponsored funding sources to assist in the payment of eligible
Development Project costs, including, but not limited to, New Market Tax Credits.

In addition to the private, Federal and State-sponsored programs described above, the
City and the Developer expect that a substantial portion of the eligible Development
Project costs will be financed with two sources: (a) state and local MODESA revenues
(described further below), and (b) additional sales taxes, special assessments and/or
other revenue (District Revenues) imposed by a transportation development district
and/or a community improvement district for a period of not more than thirty-five years
and pledged to the repayment of the obligations described below (generically referred to
as the District).

Under the MoDESA Act, municipalities can agree to use the following sources of
revenue to pay for eligible Development Project costs:

. Incremental local payments in lieu of taxes (PILOTS), defined in the
MoDESA Act as:

...payments in lieu of taxes attributable to the increase in the current
equalized assessed valuation of each taxable lot, block, tract, or parcel of
real property in the development project area ...

. Incremental local economic activity taxes (EATS), defined in the MODESA
Act as:
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...the total additional revenue from taxes which are imposed by the
municipality and other taxing districts, and which are generated by
economic activities within each development project area...

° Incremental state income taxes, defined in the MoDESA Act as:

...fifty percent of the estimate of the income tax due the state for salaries
or wages paid to new employees in new jobs at a business located in the
development project area and created by the development project...

° Incremental state sales taxes, defined in the MoODESA Act as:

... up to one-half the incremental increase in the state sales tax revenue in
the development project area...

The sources of revenue described above are collectively referred to as “MoDESA
Revenues.” MoDESA Revenues and District Revenues are collectively referred to as
“Available Revenues.”

The District Revenues are imposed in addition to existing sales taxes, property taxes
and special assessments existing within the Development Area. 100% of the District
Revenues will be used to pay eligible Development Project costs.

In addition to the statutory MoDESA Revenues, it is expected that the City will pledge,
subject to annual appropriation, certain other available revenues to facilitate the
remediation of blight through the construction of the Development Project.

It is expected that the City, or one of its authorized agencies, will issue revenue bonds
(Obligations) to finance the Development Project and certain related costs. The
Obligations will be secured by the MODESA Revenues, the District Revenues and any
additional revenues that the City may make available to finance the Development
Project and certain related costs. The Obligations issued with respect to the Initial
Development Project Phase will initially be purchased by the Developer and/or its
affiliates. Obligations issued with respect to subsequent phases of the Development
Project will be marketed in accordance with the program developed by the City’s finance
team, within the limitations set forth under State law.

The District may also collect additional sources of revenue, including user charges and
rents, attributable to the operation, repair and maintenance of a structured parking
facility that may be constructed as part of the Development Project. These costs are
exclusive of the District Revenues, and are not expected to be pledged to pay debt
service on the Obligations.

The Development Project is expected to fully alleviate the blighting conditions present in
the Development Area and accomplish the objectives of this Development Plan.

The amounts in Appendix E are based on the conceptual Development Project, as
outlined in this Plan, and the Development Project costs shown in Appendix E are
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based on the Developer’s estimates. The actual cost of implementing the Development
Plan and the Development Project will vary from these estimates.

G. EVIDENCE OF COMMITMENT TO FINANCE PROJECT CoOSTS AND DEVELOPER'S
AFFIDAVIT

Appendix F contains (1) documentation from the Developer’s financial institution stating
its commitment to finance the Development Project, (2) a letter from Stifel, Nicolaus &
Company, Incorporated, stating its commitment to underwrite or privately place the
Obligations, and (3) an affidavit from the Developer stating that the Development Project
would not reasonably be anticipated to be developed without the adoption of MODESA
financing.

H. ANTICIPATED TYPE AND TERM OF THE SOURCES OF FUNDS AND THE TYPES AND TERMS
OF THE OBLIGATIONS TO BE ISSUED

It is anticipated that the City or its designated agency or authority will issue bonds or
other obligations in an aggregate amount that is sufficient to finance the total amount
shown as “Public Sources” in Appendix E, including: 1) the cost of professional fees
(planning, City staff time, legal fees and other costs) incurred by the City and either
reimbursed or paid directly by the Developer pursuant to funding agreements or
development agreements between the City and the Developer; 2) amounts needed to
establish one or more reserve funds, to pay costs of issuance, to pay capitalized and
accrued interest, and to pay other eligible financing costs; and 3) fees charged to the
Developer by the City to defer the costs of administering the financings. These
obligations will be secured by MoDESA Revenues, District Revenues, and other
revenues that the City may contribute toward the payment of such obligations.

Obligations may be issued in one or more series of varying degrees of priority and may
include bonds, notes, temporary notes, or other financial obligations to be redeemed by
bonds.

That portion of any obligations that are issued by the City or one of its related agencies
to finance the Development Project will be payable within twenty-five years from the
date of adoption of the ordinance approving the Development Plan, provided that the
foregoing shall not limit the City’s ability to finance additional costs using obligations
secured by certain other revenues which obligations have a longer term. The City’s
obligation to pay for the principal and interest on these obligations in any year shall be
limited to monies expressly and legally available for such purpose in the special
allocation fund and other revenues that the City may contribute toward the payment of
such obligations.

Construction of the initial phase of the Development Project is expected to commence in
2012 with a projected completion of the initial phase in 2014; provided, however, that
the anticipated completion date may fluctuate based on the timing of the issuance of the
obligations described above and other unforeseen events that may adversely impact the
preliminary construction schedule. Construction of all phases of the Development
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Project initiated by the Developer is expected within 10 years from the date of adoption
of the ordinance approving the Development Plan.

l. EQUALIZED ASSESSED VALUATION

The most recent equalized assessed valuation (EAV) is set forth below.

EQUALIZED ASSESSED VALUE—MOST RECENT BEFORE DEVELOPMENT
Parcel Address Owner 2011 EAV Size Class
64660000350 329 S. Broadway Gateway Stadium LLC  $4,871,500 8.55 Acres Commercial
64650000100 111 Stadium Gateway Stadium LLC  $560,900 0.55 Acres Commercial
Plaza
TOTALS: $5,432,400 9.10 Acres

The EAV listed above was obtained from the St. Louis City Assessor and represent the
City’s assessed value for each parcel of real estate within the Development Area that is
not public rights-of-way as of January 1, 2011.

The after-development EAV of the initial phase of the Development Project is based on
the concept described in this Plan. Assuming construction is complete and the initial
phase of the Development Project has stabilized as of January 1, 2015, the expected
after-development EAV of the initial phase of the Development Project, is $12,393,607.
The future estimated EAV is based on valuation estimates and methodologies prepared
by Development Strategies. The privately owned properties that comprise the
Development Area currently have assessed valuations based on both commercial and
exempt uses and will be assessed as a combination of residential and commercial uses
after development.

Because the market value will be determined by the St. Louis City Assessor after
construction and is adjusted over time based on the tenant mix and market conditions,
the amount of incremental property tax revenue generated from year to year may vary.

J. GENERAL LAND USES TO APPLY

The land uses to apply to the Development Area are depicted on the Future Land Use
Map, included in Appendix A-5. It is anticipated that the principal uses will include
commercial office, commercial retail and entertainment and multi-family residential, as
well as associated parking, public open space and right-of-way uses, which qualify as
“specialty mixed uses” in conformance with the City’s 2005 Strategic Land Use
Plan/The St. Louis Comprehensive Plan, amended October 6, 2010. Appendix A-6
shows the section of the Strategic Land Use Plan that includes the Development Area.

A certification prepared by the City’s Director of Planning and Urban Design stating that
this Plan is in compliance with the City’s most recent comprehensive plan is attached as
Appendix G.

K. EMPLOYMENT IMPACT
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The MoDESA Act allows the incremental revenues generated from income taxes within
the Development Area, called “the State income tax increment,” to be used to leverage
investments in public infrastructure associated with the Development Project. The Act
requires that the level of employment and wages within the Development Area be
documented before the Development Project takes place in order to establish a
baseline for the purposes of calculating the State incremental revenues. The
Employment Before Development table shows the current estimated number of full-
time, part-time, full-time equivalent and temporary positions within the Development
Area. The Employment Anticipated After Development table estimates those same
employment figures after stabilization. Since the majority of the Development Area is
vacant or underutilized, the only employment existing on the site before development is
at the parking lot. Additional detail on after-development employment will be provided in
the Cost-Benefit Analysis.

WAGES AND EMPLOYMENT BEFORE DEVELOPMENT

No. of Positions Average Hourly

Category Wage
Full-Time 0 $0.00
Part-Time 0 $0.00
Full-Time Equivalent (Full- 2 $10.50
Time + Part-Time)
Temporary 0 $0.00
TOTALS: 2 $10.50

The estimated total current average hourly wages for non-managerial employees is
$10.50.

WAGES AND EMPLOYMENT ANTICIPATED AFTER DEVELOPMENT

Minimum Average Hourly Maximum Average Hourly
Category No. of Positions Wage No. of Positions Wage
Full-Time 30 $10.82 3,620 $23.44
Part-Time
Full-Time 407 $12.01 928 $12.00
Equivalent
TOTALS: 437 $11.93 4,548 $21.11

The estimated total future average hourly wages for non-managerial employees is
$10.32.

The following table, Wages and Withholdings Before Development, shows estimates of
the current gross wages, state income tax withholdings and federal income tax
withholdings for individuals employed in the Development Area:
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WAGES AND WITHHOLDINGS BEFORE DEVELOPMENT

Cateqgory Annual Income
Current Gross Wages $44,000

State Income Tax Withholdings $1,232

Federal Income Tax Withholdings $4,400

The following table, US Bureau of Labor Statistics Average Wages in the St. Louis
Metropolitan Statistical Area, depicts the average wages associated with each United
States Bureau of Labor Statistics occupational category involved with the Development
Project.

AVERAGE WAGES IN ST. LOUIS METROPOLITAN STATISTICAL AREA

Mean Hourly

Category Wage
Management (11) $47.85
Business and Financial Operations (13) 31.78
Computers and Mathematical Science (15) 35.88
Architectural and Engineering (17) 35.80
Community and Social Services (21) 19.91
Legal (23) 42.43
Arts, Design, Entertainment, Sports and Media (27) 21.73
Healthcare Practitioner and Technical (29) 31.11
Food Preparation and Servicing (35) 9.81
Building and Grounds Cleaning and Maintenance (37) 11.99
Sales (41) 17.77
Office and Administrative Support (43) 16.25
Construction and Extraction (47) 26.90
Installation, Maintenance and Repair (49) 21.07

* Based on the May 2011 Metropolitan and Nonmetropolitan Area Occupational Employment
and Wage Estimates for the St. Louis, MO-IL metropolitan statistical area, U.S. Bureau of Labor
Statistics, http://www.bls.gov/oes/current/oes 41180.htm#b11-0000.

Additional detail on anticipated employment in the Development Area will be provided in
the Cost-Benefit Analysis.

L. BENEFIT TO BUSINESSES IN THE DEVELOPMENT AREA

The Development Project will result in space available for market-rate rent or sale.
Therefore, the only business that will receive a direct benefit from public expenditures in
the Development Area is the Developer.

The Developer did not employ any persons in Missouri, in either a full-time, part-time or
temporary capacity, as of June 1, 2012 (or any prior year). Additionally, the Developer
does not have any corporate parent. Furthermore, the Developer itself does not expect
to create any new jobs (apart from those to be created by the Development Project as
specified herein) in the Development Area, in either a full-time, part-time or temporary
capacity. As a result, the total number of individuals employed in this state by the
corporate parent of any business benefiting from public expenditures in the
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Development Area, and all subsidiaries thereof, as of December 31 of the prior fiscal
year, is zero. Furthermore, the number of new jobs expected to be created by the
Developer is zero.

M. OTHER COMMUNITY AND ECONOMIC BENEFITS FROM PROJECT

This Project will benefit the central business district of the City by providing a new
development of exceptional quality that will bridge the northern and southern parts of
downtown. The quality and extensiveness of the development will help attract
conventions to the City's downtown area, promote tourism, and make the central
business district a favorable destination for companies. The public component of the
Development Project will provide the infrastructure and other components that will
enable private businesses in the Development Area to succeed. Further, the
Development Project will benefit both the City, as a whole, and the State by filling
vacant property with businesses, workers and residents that pay taxes and contribute to
the goal of achieving a “24/7 environment” in downtown St. Louis. EXxisting downtown
service, restaurant and retail businesses will benefit from the increase in downtown
population as well, and City and State convention and tourism industries will benefit
from the creation of an environment that is both attractive and teeming with life.

N. LiST OF PuBLIC SUBSIDIES & PUBLIC INVESTMENT

Owners of property within the Development Area previously received transportation
development tax credits for improvements to portions of Clark Street (within the
Development Area) and Brownfield Tax Credits for environmental remediation on the
new Busch Stadium site. In conjunction with the “new” Busch Stadium project, the
Missouri Department of Transportation also demolished, at its own expense, an access
ramp to 1-64 that was adjacent to the “new” Busch Stadium site.

After the Development Area is approved, the only business that is expected to receive a
direct benefit from public expenditures in the Development Area is the Developer. The
Developer will receive public subsidies as a result of the MoDESA financing, the District
financing and other funds contributed by the City in support of the project. The
Developer may also, at its option, pursue the use of additional Missouri Brownfield Tax
Credits to fund additional environmental remediation projects within the Development
Area.

O. EMPLOYMENT REDUCTION AND EMPLOYMENT RELOCATION STATEMENTS

The Development Project may reduce employment at sites within or outside of the State
resulting from automation, merger, acquisition, corporate restructuring, relocation, or
other business activity.

P. COMPETING BUSINESSES

Since the tenant mix for the retail and office components of the Development Project is
as yet undefined, it is difficult to establish a comprehensive list of competing
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businesses. Based on the information currently available regarding anticipated tenant
types, potential competing businesses fall into the following retail categories:

o Restaurants;

o Entertainment Venues;
. Groceries; and

J Apparel.

In addition, the Development Project may compete with other office buildings located in
downtown St. Louis.

Q. RELOCATION PLANS

As the Development Area is primarily vacant or underutilized, it is not expected that
there will be any involuntary relocation of residents or businesses. To the extent any
relocation becomes necessary, this Development Plan adopts the City St. Louis
Relocation Policy (Ordinance No. 62481) as the relocation policy for this Development
Plan, and any relocation that becomes necessary will also comply with applicable state
statutes.
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SECTION V
OTHER STUDIES

A. MARKET STUDY

A market study has been performed and is included in this Plan in Appendix H. The
market study evaluates the potential office and residential absorption rates and potential
retail sales for the different components of the Development Project.

B. EcoNoOMIC FEASIBILITY ANALYSIS

An economic feasibility analysis will be presented prior to the approval of this
Development Plan. The analysis will describe the return on investment that may be
expected with and without public assistance, detail any assumptions made, and provide
pro forma financial statements demonstrating the amount of assistance required to bring
the return into a range deemed attractive to private investors, which amount will not
exceed the estimated reimbursable project costs.

C. CoOST-BENEFIT ANALYSIS

A cost-benefit analysis (the “Cost-Benefit Analysis”) will be presented prior to the
approval of this Development Plan. The Cost-Benefit Analysis will show the economic
impact of the Development Plan on the municipality and school districts that are at least
partially within the boundaries of the Development Area. The Cost-Benefit Analysis also
will show the economic impact if the Development Project is not built pursuant to this
Development Plan.

D. SHIFT-SHARE (“NET NEW” REVENUES) MEMORANDUM

A memorandum summarizing the “net new” tax and related revenues to the State
generated by the commercial and residential components of the proposed Development
Project will be presented prior to the approval of this Development Plan.
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SECTION VI
SUMMARY AND CONCLUSIONS

The contents of this Development Plan and related documents to be submitted prior to
the approval of this Development Plan will substantiate the following findings:

The Development Area on the whole is a blighted area;

The Development Area has not been subject to growth and development
through investment by private enterprise and would not reasonably be
anticipated to be developed without the implementation of one or more
development projects and the adoption of local and state development
financing;

The Development Plan conforms to the comprehensive plan for the
development of the municipality as a whole;

The obligations issued for the Development Project that are paid with
MoDESA Revenues will be retired or refunded within 25 years of the date
of the approval of this Plan by ordinance;

A plan has been developed for relocation assistance for businesses and
residents;

A cost-benefit analysis showing the economic impact of the Development
Plan on the municipality and school district and an economic feasibility
analysis will be prepared which include sufficient information to evaluate
whether the Development Project is financially feasible;

The Development Plan does not include any gaming establishment;

An economic feasibility analysis will be prepared in conjunction with this
Development Plan and includes a pro forma financial statement indicating
the return on investment that may be expected without public assistance;

The Development Area: (i) includes only parcels of real property directly
and substantially benefited by the Development Plan; (ii) can be renovated
through the Development Project; (iii) is located in a “central business
district,” as defined in Section 99.918(4) of the MoDESA Act; (iv) has
structures fifty percent or more of which have an age of thirty-five years or
more; (V) is contiguous; (vi) does not exceed ten percent of the entire area
of the municipality; and (vii) does not include any property that is located
within the one hundred year flood plain;

The Development Project constitutes a “major initiative,” as defined in
Section 99.918(14) of the MODESA Act, in furtherance of the objectives of
the Development Plan, and the Development Plan includes a legal
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description of the Development Area selected for the Development
Project, which is coterminous with the Development Area; and

A letter signed by the Chief Elected Official of the City of St. Louis
certifying that the contents of the Development Plan are accurate and can
be found in Appendix I.
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APPENDIX A-1 — LOCATION IN CORE OF HISTORIC DOWNTOWN ST. LOUIS
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APPENDIX A-2 - PROJECT AREA AND DEVELOPMENT AREA BOUNDARY MAP





MODESA Development Plan: Ballpark Village
City of St. Louis, Missouri

APPENDIX A-3 — EXISTING LAND USE
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APPENDIX A-4 — BUILDING AGE
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APPENDIX A-5 - FUTURE LAND USE
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APPENDIX A-6 — CITY OF ST. LOUIS STRATEGIC LAND USE PLAN
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APPENDIX B — LEGAL DESCRIPTION OF THE BOUNDARIES OF THE
DEVELOPMENT AREA

Parcel 1:

Lot 3 of "South Downtown Plaza", in City Block 6466 of the City of St. Louis, Missouri, according
to plat thereof recorded in Plat Book 12232003 Page 0248 of the Office of the Recorder of
Deeds of the City of St. Louis. Including also part of vacated Broadway, Walnut Street and
Stadium Plaza, adjacent to Lot 3, according to plat thereof recorded in Plat Book 09272005
Page 696 of the St. Louis City Records. EXCEPTING THEREFROM, that portion of Clark Street
Dedicated by instrument recorded in Plat Book 12062006 Page 322 and by Ordinance No.
67243 of the City of St. Louis Records. (Note: To be known as Amended Lot 3 of "South
Downtown Plaza").

City Assessor’s Parcel Locator Number 64660000350

Parcel 2:

Appurtenant easement rights as set forth in that certain "Stadium West Pedestrian Bridge
Agreement" dated as of March 21, 1996, by and between Gateway Stadium, L.L.C., a Missouri

limited liability company and Civic Parking, L.L.C., a Missouri limited liability company, as
recorded March 21, 1996 in Book M1194 Page 1117.

Parcel 3:

Tract 5 of CIVIC CENTER SUBDIVISION PLAT 3 according to the plat thereof recorded in Plat
Book 37, Page 28, of the City of St. Louis Recorder’s Office and being also Block 6466 of the
City of St. Louis.

City Assessor’s Parcel Locator Number 64650000100

The Development Area further includes the public rights-of-way adjacent to the parcels
described above.
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APPENDIX C — FLOOD PLAIN CERTIFICATION
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APPENDIX D — BLIGHTING ANALYSIS
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APPENDIX E — ESTIMATED SOURCES AND USES FOR DEVELOPMENT PROJECT

Phase | - Initial Development Project Phase:

Scope:
e 100,000 square feet of retail, entertainment, and restaurant space
e $10,700,000 of expenditures for infrastructure and site improvements

Estimated sources and uses:*

Sources Estimated Funds

Available
Public Sources $17,000,000 19.08%
Private Debt and Equity $72,120,894 80.92%
Total $89,120,894 100.00%
Uses Estimated Cost
Infrastructure and site improvements $10,700,000 12.01%
Retail, entertainment, and restaurant space $78,420,894 87.99%
Total $89,120,894 100.00%

Maximum Development Project, assuming all Development Project Phases are constructed:

Scope (includes the elements of the Initial Development Project Phase):

e 360,000 square feet of retail, entertainment, and restaurant space
$23,000,000 of expenditures for infrastructure and site improvements
750,000 square feet of office space
250 residential units
250 unit hotel
1,200 structured parking spaces

Estimated sources and uses:*

Sources Estimated Funds

Available
Public Sources $183,500,000 28.57%
Private Debt and Equity $458,809,402 71.43%
Total $642,309,402 100.00%
Uses Estimated Aggregate

Cost
Infrastructure and site improvements $23,000,000 3.58%
Retail, entertainment, and restaurant space $236,760,894 36.86%
Office Space $208,522,500 32.46%
Residential units $80,126,008 12.47%
Hotel $62,500,000 9.73%
Structured parking spaces $31,400,000 4.89%
Total $642,309,402 100.00%

* Note: Sources and uses do not include costs of issuance.
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Individual Development Project Phases:

Individual Development Project Phases may be initiated by the Developer, each of which will
include all or any portion of one or more of the elements listed above as part of the “Maximum
Development Project,” in any combination; provided, however that the aggregate elements of all
Development Project Phases shall not exceed the total scope of the “Maximum Development
Project” as described above.
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APPENDIX F — EVIDENCE OF FINANCIAL COMMITMENT AND DEVELOPER’S
AFFIDAVIT





MODESA Development Plan: Ballpark Village
City of St. Louis, Missouri

APPENDIX G — COMPREHENSIVE PLAN CERTIFICATION
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APPENDIX H — MARKET STUDY





MODESA Development Plan: Ballpark Village
City of St. Louis, Missouri

APPENDIX | — CHIEF ELECTED OFFICIAL CERTIFICATION OF ACCURACY
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(ity of St Lonis

DEPARTMENT OF PUBLIC SAFETY
DIVISION OF BUILDING AND INSPECTION
FRANCIS G. SLAY
£DDIE ROTH MAYOR FRANK OSWALD

DIRECTOR OF PUBLIC SAFETY ACTING BUILDING COMMISSIONER
DEPUTY BUILDING COMMISSICNER

June 1§, 2012

MODESA

¢/0 Rodney Crim — Executive Director
St. Louis Development Corporation
1015 Locust — 12th Floor

Saint Louis, MO 63101

Re: Area bounded by Clark, Walnut, S Broadway and 8™ streets
Panel Numbers: 290385-0010 (*79) 2903850764C & 290385102C (‘11)

CERTIFICATE OF FLOOD PLAIN STATUS

A Special Inspection of our records indicate the property as addressed above is in the “ Zone C”
(*79) and Zone X ("11) FIRM. The property is not located within the flood plain area as designated
by the Official Flood Plain Maps provided by FEMA (Federal Emergency Management Agency)to
the City of St. Louis. This letter does not imply that the referenced property will or will not be free
from flooding or damage. A property not in a Special Flood Hazard Area may be damaged by a
flood greater than that predicted on the FIRM or from a local drainage problem not shown on the
map. This letter does not create liability on the part of the City, or any 0fﬁce1 or employee the1 eof

ot any damage that results from réliance on'this determination. )

For: ‘THE DIVISION OF
~BUILDING & INSPECTION

AB 498966-12

Note: This certificate shall not be construed to certify compliance with the National
Housing/Property Maintenance Code of the City of Saint Louis. The National Housing/ Property
Maintenance Code, City of Saint Louis, prohibits occupancy of or rental to another for the purpose of

occupancy of any non-complying structure.

For further information, please call the Permit Section at 622-3313.

ce: Central File






STATE OF MA/;/A}VW{ )
P o D)

AFFIDAVIT

I, the undersigned, am over the age of 18 years and have personal know

ledge of the matters stated
herein.

The undersigned swears, affirms and certifies the foll
financing described in the “MoDESA Development Plan: Ballpark Village” dated on or about June 18
2012 (the “Development Plan™) pursuant to the Missouri Downtown an
Sections 99.915 to 99.980 of the Revised Statutes of Missouri,

owing to be true to induce the approval of
d Rural Economic Stimulus Act,
as amended (“MoDESA™).

I. I am a duly authorized representative of Ballpark Vi

llage Development Corporation (the
“Developer”) and am authorized the by

the Developer to attest to the matters set forth herein.

2. I'am familiar with the Development Area described in the Devel
of my knowledge, based upon the information available to me,
Development Strategies in the Development Plan and the factors set forth therein, the Development Area:
(a) on the whole, qualifies as a “blighted area” as defined in Section 99.918(3) of MoDESA; and (b) has
not been subject to growth and development through investment by private enterprise and would not
reasonably be anticipated to be developed without the implementation of one or more development

projects and the adoption of local and state development financing, including the appropriation of “other
net new revenues’” pursuant to MoDESA.

opment Plan. To the best
including the report provided by

Further Affiant Sayeth Not.

Ballpark Village ijeve]opme Corporation
By: 0 @‘

Name: MQ/:‘J;

Title: Authorized Person

I 2 2N
Subscribed and sworn before me this | S day of SJomns ,2012,
N f Wik
~ 3 - ; a 7
) oR R ¢, Zﬁf%éw SWNEC a7,
Notary Public Sola
vl ‘ ._-:: 3:': NOTA/?}, E‘; /?:
My Commission Expires: "2 - |2 ~i{s =2 @ T E
% mic Qs
eSS
ﬂ’ly, '?QE L CQ\) \\\\\:‘\

55528321







X¢RBS Citi:

8521 Leesburg Pike
220-0011

Suite 405

Vienna, VA 22182

5

Commercial Real Estate

June 14, 2012

Ballpark Village Investors, LLC

c/o The Cordish Company

601 East Pratt Street, 6" Floor

Baltimore, Maryland 21202
Attention: Blake Cordish

Re: Ballpark Village — St. Louis, Missouri
Dear Blake:

As you know, RBS Citizens (“RBS”) is intimately familiar with The Cordish Company and its
affiliates (“Cordish”). Several RBS senior officers have had more than a decade-long
relationship with Cordish. RBS is providing the financing for the Xfinity Live! project in
Philadelphia. At previous institutions, senior RBS officers have provided several hundred million
dollars of financing to Cordish for various other developments. Cordish’s record for success on
all these developments and the related loans has been ouistanding.

Based on our successful frack record with Cordish, our familiarity with the financial resources of
The Cordish Company and our review of the proposal for the development of Ballpark Village,
RBS is fully committed to providing construction financing for Ballpark Village, subject to our
standard due diligence and final loan committee review.

We look forward to working with you on this exciting, world-class project.
Sincerely,
( 3 Y
Douglas L. Davidson
Senior Vice President

703-610-6088
douglas.l.davidson@rbscitizens.com






STIFEL
NICOLAUS

June 18, 2012

Mayor and Board of Aldermen
St. Louis, Missouri

RE:  Downtown St. Louis Ballpark Village Development Area, St. Louis, Missouri

Ladies and Gentlemen:

We have reviewed the draft Development Plan for the Downtown St. Louis Ballpark
Village Development Area, City of St. Louis, Missouri. We have also examined the projected
revenues to be generated within the Development Area. We also have had conversations with
representatives of the City and representatives of the Cordish Company and related entities
(collectively, the “Developers”) regarding the proposed development project within the
Development Area, as well as the financing resources that the City and the Developers are
willing to commit toward those projects.

Having reviewed those materials, we commit to you that, following further due diligence,
the completion of an appropriate offering documents, or approval of terms, conditions and
documentation, and the successful marketing of bonds under then current market conditions, we
will underwrite or privately place bonds or other debt instruments to finance that portion of the
project costs for the Development Area that are payable from revenues available pursuant to the
Missouri Downtown and Rural Economic Stimulus Act.

We look forward to working with you and the Downtown Economic Stimulus Authority
of the City of St. Louis regarding this project.

Very truly yours,

PIC/ksw

1.2166¢c].docx STIFEL, NICOLAUS & COMPANY, INCORPORATED

ONE FINANCIAL PLAZA | S01 NORTH BROADWAY | ST. LOUIS, MISSOURI 63102 | (314) 342-2000 | WWW.STIFEL.COM
MEMBER SIPC AND NYSE






June 14, 2012

Comprehensive Plan Certification

Certification of Consistency with the Consolidated Plan

I, Don Roe, authorized to act on behalf of the City of St. Louis, do hereby certify
that the City is following and that the proposed Ballpark Village MoDESA conforms to
the Strategic Land Use Plan/ The St. Louis Comprehensive Plan for the City of St. Louis,
amended on October 5, 2011.

I/ /
T /) \

/ \ //// j"‘(g/‘ — i
(S 0V ° Nove M 1O
Don Roe Date:

Acting Director
Planning and Urban Design Agency
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June 14, 2012

Mr. W. Chase Martin

Ballpark Village Development Corporation
601 E. Pratt Street, 6th Floor

Baltimore, Maryland 21202

Re: Matket Study for Ballpark Village
Dear Mr. Martin:

Development Strategies is pleased to present this revised market study for Ballpark Village in the City of St.
Louis as it is being submitted for funding support through the Missouri Downtown Economic Stimulus Act
(MoDESA). Revisions reflect changes in market conditions since January of 2011.

We have examined the relevant market conditions in metropolitan and downtown St. Louis in the residen-
tial, specialty retail and entertainment, and office real estate sectors, and compared these conditions to the
proposed development. In addition, we have evaluated the performance of comparable urban entertain-
ment districts in other cities. This allowed us to determine timelines for the projected absorption of various
units and space as well as to arrive at conclusions regarding achievable prices and rents.

We have determined that there is sufficient demand for each of the proposed market components to be
developed successfully in the timeframe expressed by Ballpark Village Development Corporation—Phase 1
of 100,000 square feet of retail, dining, and entertainment space plus 700 surface parking spaces on line by
late 2013, and full build-out by the end of the decade. Full build-out is to include 360,000 square feet of
retail, dining, and entertainment space, 750,000 square feet of office space, a minimum of 250 residential
units, a 150-room hotel, and 1,200 structured parking spaces. Surface parking will be phased out as devel-
opment density increases.

It has been a pleasure working with you and your colleagues on this project. We look forward to discussing
our findings with you and stand ready to be of further assistance as requested.

Respectfully submitted and approved on behalf of
DEVELOPMENT STRATEGIES

(el

Robert M. Lewis, CEcD, AICP
Principal & President

south Broadway, Suite 1500 = St. Louis, MO 63102 - p 314.421.2800 WWW.DEVELOPMENT-STRATEGIES.COM
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EXECUTIVE SUMMARY

Scope of Work

Development Strategies has been engaged to research and assess the scale and quality of the regional and down-
town St. Louis market for the various project components of the proposed Ballpark Village (BPV), including spe-
cialty retail, restaurant/entertainment, office space and (potentially) residential units. These findings are used to
determine timelines for absorbing the various components along with conclusions regarding achievable prices and
rents. We have included relevant demographic information such as houschold sizes, incomes and earnings, and

other relevant socio-economic characteristics to help frame the regional potential for each component.
Description of Project

Ballpark Village will be a mixed-use development located on the approximately 10-acre site of the former Busch
Stadium, adjacent to the new Busch Stadium and on the southeastern edge of the Downtown Central Business
District. The development area is bounded on the north by Walnut Street, on the east by Broadway, on the south

by Clark Street and on the west by 8t Street.

Ballpark Village will fully capitalize on its proximity to, and affiliation with, Busch Stadium and the Cardinals.
This, along with the property’s highway proximity, will be a significant competitive advantage in creating visibility
and traffic for a high profile, mixed-use, urban entertainment district. Because the Cardinals draw their fans from a
large, multi-state area, Ballpark Village will serve as something of a “gateway” to downtown for individuals who
normally do not spend time in downtown before and after games; this fan base substantially expands the market
reach for the development to include individuals from both suburban St. Louis, who would not otherwise be aware
of or patronize a new downtown development, and out-of-town visitors traveling to St. Louis to attend Cardinals

games.

The first phase of development will consist of 100,000 square feet of retail, dining, and entertainment space plus
700 surface parking spaces. At build-out, additional phases of the project will be developed to total 360,000 square
feet of retail, dining, and entertainment space, 750,000 square feet of office space, a minimum of 250 residential
units, a 150-room hotel, and 1,200 structured parking spaces. The initial phase is expected to be complete in late

2013 or early 2014, with construction underway in mid-2012.
Site Analysis

The Ballpark Village development area is currently underutilized, particularly on days when professional baseball is
not scheduled, and, while currently a sterile environment of surface parking lots and a small baseball diamond, the

area offers a substantial opportunity to be transformed into a vibrant, 24-hour mixed-use district.

Despite being one of the most visited locations in downtown because of the St. Louis Cardinals, the subject site

today has no commercial or residential development. The immediately surrounding area offers only a small
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amount of options to support game day crowds, and the area generally lacks commercial and residential activity on

non-game days.

The proposed buildings in Ballpark Village will offer premium views of the stadium, downtown, and the Arch
from many levels, thereby enhancing marketability. Automobile and public transit access is excellent, and a Me-
trolLink light-rail station located adjacent to the development area is likely to become an increasingly attractive

amenity over time.

Upgrades to public spaces within and surrounding the development area are needed to maximize the project’s po-
tential. The market conclusions in this report assume the streetscape, public space, parking, and other infrastruc-
ture improvements funded through MoDESA will be implemented as part of the Ballpark Village development

program.
Demographics, Economy, and Employment

Since the year 2000, a dramatic increase of over 4,500 market-rate housing units has changed the demographic
composition of downtown. The Partnership for Downtown St. Louis (PDSL) estimates that the downtown resi-
dential population is more than 12,000 in 8,000 housing units. Survey data indicates these new residents are high-
ly-educated (81 percent have college degrees), earn high incomes (70 percent earn over $50,000 annually), and con-
sist primarily of singles, childless young couples, and some empty nesters. To a great extent, these demographic
variables describe the target market for Ballpark Village—educated, urban-oriented, and childless with relatively

high discretionary incomes.

Half of downtown residents relocated from elsewhere in St. Louis City and St. Louis County, and another 10 pez-
cent came from other parts of the St. Louis metropolitan area. The remaining 40 percent consists of households

that have recently relocated to St. Louis from other parts of the country.

While a recovery from the “Great Recession” appears to be underway, the strength and speed of the recovery is
uncertain as many leading indicators suggest that future economic growth will be anemic during the next few years.
Additionally, the St. Louis region’s shortage of jobs in high-growth industries like computer science and technolo-
gy relative to other large cities will likely limit the speed of the local economic recovery. Despite this, the region’s
economic diversity—it has made promising gains in biotechnology and healthcare, for example—should help it to
eventually stabilize and grow, and proposed investments in local culture and amenities (including Ballpark Village)

should help to attract the young, talented workers that are necessary to sustain future growth.
The Retail and Entertainment Market

Ballpark Village will provide downtown with a landmark shopping and entertainment destination that has been
missing for many years. The project’s design, mix of retail and entertainment venues unique to the region, and
location next to Busch Stadium will make this a “must experience” destination for tourists and visitors to down-
town. We expect that over half of the Ballpark Village traffic will come from out-of-town tourists and daytrip visi-

tors from the larger region with the other half coming from consumers now living within the St. Louis metro area.
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Busch Stadium itself will bring over three million potential customers to the development’s doorstep each April
through September (more when the Cardinals reach post-season play in October). Other programmed events will

keep Ballpark Village active throughout the year.

After decades of decline, there have been several signs indicating that the downtown retail market has stabilized
over the past five years and is now showing improvement. Washington Avenue once had almost no retail store
fronts occupied, but is now over 75 percent occupied. There is a growing concentration of businesses opening in
the blocks surrounding the Old Post Office, including Culinaria, a new supermarket. The market has taken ad-
vantage of newly constructed retail space in the Ninth Street Garage well suited to a large retail tenant. In addition,
new doctors, dentists, and pet services are entering the downtown market to serve downtown residents and work-
ers. The long empty and blighted St. Louis Centre mall has been converted into a parking structure to support
nearby office buildings and will include modern retail and restaurant space at street level. Additional street level

retail facing the St. Louis Centre block will add vibrancy in this area now named Mercantile Exchange.

The number of shopping, dining, and entertainment opportunities in the area immediately surrounding the ball-
park is limited, yet this section of downtown is one of the most popular destinations for tourists in the region. We
expect the upgraded shopping environment and new spending options provided by the project will significantly
improve downtown’s ability to draw and retain consumers from a wider area, and the residential population is ex-
pected to continue growing. Our projections show there will be sufficient demand to support the new proposed

space in Ballpark Village along with additional retail projects.

Cordish indicates there is already a significant amount of interest for the space in Ballpark Village, and nearly all of
the major anchor spaces have signed letters of intent. The developer is in discussions with potential tenants for
most of the remaining space. Based on information provided by the developer and similar large-scale retail and
entertainment developments in the Midwest, we conclude that the initial development phase of Ballpark Village,
which will include 100,000 square feet of retail and entertainment space, will be 95 to 100 percent occupied by the
anticipated completion date in late 2013. An additional 260,000 square feet in later phases could be absorbed over

the subsequent five to six years.

Ballpark Village will be a significant addition to the overall downtown retail market which currently falls well short
of its potential to capture spending from downtown visitors, workers, and residents. Together, Ballpark Village
and Mercantile Exchange will add large concentrations of modern retail space that offer opportunities for retail
tenants that could not previously consider a downtown location. In this more robust retailing environment, down-
town can capture a more significant portion of the retail, dining, and entertainment sales that have previously been

lost.
The Office Market

The Ballpark Village site is suitable for office development; its ease of highway access and proximity to parking

structures are significant assets. Further, the addition of several hundred thousand square feet of restau-

DEVELOPMENT STRATEGIES 3





Ballpark Village Market Study

rant/entertainment space will provide a distinct competitive advantage that should help Ballpark Village compete

for the capture of regional office growth that has eluded it in recent decades.
Factors specific to the downtown office space follow:

* Downtown St. Louis has a glut of relatively homogeneous “A-minus” office space, most of which was con-
structed before the mid-1980s.

®  Because of the oversupply of A-minus office space, and the relative sameness of it, these properties must
compete as “commodities” by underbidding the competition, leading to dropping lease rates.

®  There is a lack of new, high-profile space with adequate parking that offers the image and convenience that
many tenants throughout the region desire. These tenants are forced to move out of downtown, where dis-
tinctive new space is offered.

®  The pool of likely tenants for Ballpark Village consists partly of tenants that are already downtown, but seck
better space, and partly of growing and relocating regional businesses that seek new, high-profile space.

*  Ballpark Village is adjacent to the Stadium Station of the MetroLink light rail network, an advantage for em-
ployees and for the retail and entertainment markets, as well as for residents of Ballpark Village.

®  Achieving LEED certified status would offer another competitive advantage to image-conscious companies
and institutions that most downtown buildings do not currently offer.

In the competitive market, the proposed property will have significant advantages over properties that are older,
have inadequate parking, have inferior locations, and generally do not offer the image and convenience that Ball-
park Village would offer. Office buildings at BPV will likely help attract businesses from the central St. Louis
County area as well as from outside the region, resulting in a shift in the future distribution of regional demand
allocation. In fact, Ballpark Village, with its good accessibility and heightened visibility, could help downtown offer
product differentiation relative to Clayton (its chief rival), and leverage this competitive advantage to captute a

greater portion of regional demand for Class A office space.

Under current market conditions, an occupancy rate of 93 percent is likely to be a realistic benchmark for success-
ful occupancy if the property is built when and as currently proposed. An annual absorption rate of 60,000 square
feet is very reasonable, and a target of 75,000 square feet per year is not impossible, particulatly if one or more
large, corporate tenants are secured. This translates into 600,000 to 750,000 square feet of office space over 10
years. We find the property could achieve an annual lease rate of $25.00 per annum in 2012 dollars, though listed

rates are likely to be higher, consistent with other quality properties in Central County.
The Residential Market

The proposed Ballpark Village can provide an excellent environment for a niche market of renters and buyers who
seek the excitement and convenience of living in an entertainment/retail district next to a major league ballpark
and close to many transportation networks and jobs. Given current market conditions, the developer has wisely
chosen not to develop housing in the first phase of the project, giving the battered housing market time to re-
bound and “ripen” while new downtown apartment projects can be absorbed into the market. When housing is

introduced at BPV, market conditions will be more favorable.

Long term demographic trends and consumer preferences all point to more compact, urban housing products be-

ing in greater demand in the coming years. Ballpark Village will be well-poised to capture some of this demand.
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As a result, there is ample reason to find that, while urban and downtown housing have been in a slump to match
broader trends in housing demand, the need for urban housing will return as the market recovers. Downtown St.
Louis added an average of 460 housing units each year during the last decade. While the pace has slowed recently,

we find this number will again be achievable once the market recovers.

It is proposed by the developer that 250 for-sale units would be built in later phases. Units should feature modern
design with quality, permanent materials, such as glass, steel, and masonry, and should take advantage of ballpark
views. Different products—both upscale and luxury—should be offered to appeal to different market segments at

different price points and therefore broaden the pool of demand for housing at BPV.

For-sale housing should be built in later phases, since current condominium projects in the greater St. Louis mar-
ket have had to reduce sales prices 20 to 25 percent from previous peaks in order to sell. Assuming a market re-
covery, sale prices of $275 and $300 per square foot are reasonable (in 2012 dollars). Such prices will position
units at the site as priced just below those in the City’s Central West End neighborhood, likely making them very
enticing to would-be buyers. Individual projects should not exceed 100 units, and should perhaps be smaller than
that, since even modest-sized projects need several years of presales to achieve total project closing in an accepta-
ble time period. While the project may pre-sell half its units quickly, an overall absorption rate of 2.0 to 2.5 units

per month is reasonable.
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SCOPE OF WORK

Development Strategies was engaged to research and assess the scale and quality of the regional and downtown St.
Louis markets for the various project components of the proposed Ballpark Village (BPV), including specialty re-
tail, restaurant/entertainment, office space, hotel, and residential units. These findings are used to determine time-
lines for absorbing the vatious components at Ballpark Village along with conclusions regarding achievable prices
and rents. Relevant demographic information such as houschold sizes, incomes and earnings, and other relevant

socio-economic characteristics is provided to help frame the regional potential for each component.
PROJECT OVERVIEW
SITE LOCATION

Ballpark Village is a proposed urban entertainment/mixed-
use development located on the 9.8 acre site of the former
Busch Stadium, adjacent to the new Busch Stadium! and
on the southeastern quadrant of the St. Louis central busi-
ness district. The project will be urban in form—a com-
pact, walkable development on a re-imposed street grid
with mid-rise and high-rise buildings and storefront retail
at the street level. The development area is bounded on
the north by Walnut Street, on the east by Broadway, on

the south by Clark Street and on the west by 8 Street.

DEVELOPMENT PROGRAM

The first phase of development will consist of 100,000 square feet of retail, dining, and entertainment space plus
700 surface parking spaces. At build-out, additional phases of the project will be developed to total 360,000 square
feet of retail, dining, and entertainment space, 750,000 square feet of office space, a minimum of 250 residential
units, a 150-room hotel, and 1,200 structured parking spaces. The initial phase is expected to be complete in late
2013 or early 2014, with construction underway in mid-2012. Surface parking will be phased out over time as more

intense development takes place and parking garages are constructed.

1 What is referred to here as the former Busch Stadium was really the second such stadium with that moniker. The old Sportsman’s
Park in Grand Avenue was re-named Busch Stadium in the 1950s when the Cardinals were purchased by Anheuser-Busch. Busch I
was demolished after Busch II became operational downtown in the mid-1960s. The current stadium, opened in 2006, is the third to
be named Busch.
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DEVELOPMENT TIMELINE

A significant portion of the retail and entertainment proposed for Ballpark Village will be developed during the
project’s initial phase, which is expected to include 100,000 square feet of retail, restaurant, and entertainment
space, which incorporates a 9,000 square foot Cardinals’ hall of fame museum. There will also be 700 surface
parking spaces. Most of the underlying infrastructure and street reconstruction work will also be concluding dut-

ing Phase 1. Construction is planned to start in mid-2012 and be completed within 18 to 24 months.

THE URBAN ENTERTAINMENT DISTRICT

The retail entertainment destination concept for urban revitalization in the U.S. emerged during the 1990s as a suc-
cessful model for attracting visitors in increasingly competitive retailing environments. The concept emphasizes
creation of a “sense of place” to distinguish these new developments from traditional shopping centers. A variety
of entertainment venues are intended to generate traffic for the retail stores and restaurants, which often incorpo-
rate “destination” or entertainment elements, such as live music, interactive venues, spotts telecasts, and the like.
Entertainment districts also frequently include residential and office uses along with retail, entertainment, and lodg-

ing to create a vibrant, 24-hour, live-work-play environment.

The trend toward entertainment retail, dovetailed with the increasing revitalization of downtowns, has provided a
new and effective approach to reinvigorating obsolete shopping districts. A downtown location can take ad-
vantage of extensive existing infrastructure and simultaneously serve several distinct markets, including downtown
workers and residents as well as visitors both from within the region and beyond the region. In particular, proxim-
ity to convention facilities, hotels, and other visitor attractions within a relatively small area makes downtown loca-
tions very competitive in capturing a share of the visitor dollar, as long as these attractions can provide the right

kind of visitor experience.

In this case, with the infrastructure improvements contemplated as part of the Project, Ballpark Village is projected

to be an urban entertainment district and function in all of the ways described above. An affiliate of the Cordish
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Companies and the St. Louis Cardinals will serve as the developer. Cordish has developed several large scale urban
entertainment districts over the past two decades, including Power Plant Live in Baltimore’s Inner Harbor and,
most recently, the Kansas City Power and Light District. Most recently, Cordish opened it $60 million restaurant
and entertainment Xfinity I.IV'E! at the former site of the Spectrum arena in Philadelphia in March 2012. It sits in
the middle of the home stadiums for the Philadelphia Phillies, Hagles, Flyers, and 76ers, and includes several res-

taurants, stages for live music and sports-themed attractions, and video games.

The Ballpark Village development would fully capitalize on its proximity to, and affiliation with, Busch Stadium
and the Major League Baseball Cardinals, which will be a tremendous advantage in terms of visibility and traffic
while creating a very high profile for the project. Because the Cardinals draw their fans from a large, multi-state
area, Ballpark Village would serve as something of a “gateway” to downtown and to the entire state of Missouri for
individuals who normally do not spend time in downtown before and after games; this fan base substantially ex-
pands the market reach for the development to include individuals from both suburban St. Louis, who would not
otherwise be aware of or patronize a new downtown development, and out-of-town visitors traveling to St. Louis

to attend downtown sporting events and historic venues.

——

Ty
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Ballpark Village will not be positioned as a regional shopping mall, but as an entertainment destination with spe-

cialty retail merchants. Itis expected that a significant share of its market base will come from beyond the St. Lou-

is region.
TENANT Mix

The design and tenant mix of Ballpark Village’s retail and entertainment offerings are planned to cater to the vari-
ous segments that constitute the diversity of downtown markets—sports fans, tourists, conventioneers, office
workers, and residents. These groups potentially encompass almost anyone who comes to, works in, or lives in the
downtown area. Indeed, the prospective mix and layout of venues anticipates having “something for everyone”
and offer a diverse range of experiences within the broader Ballpark Village environment: from destination chil-

dren’s retail and entertainment experiences for families at one end, to a classic sports bar and entertainment for
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singles and sports fans on the other. It will also include more neighborhood-oriented stores and services to cater

to downtown residents and workers.

The delineations among retail, restaurant, and entertainment are to be blurred within Ballpark Village, as many
tenants will provide a range of experiences and opportunities for visitors — for example, retailers that include
unique restaurants within the store environment, restaurants and bars with live music and other forms of entet-

tainment, and museums selling specialized merchandise.
Following is an overview of the expected retail and entertainment offerings within Ballpark Village:

*  Continuation of Current Attractions: Ballpark Village will incorporate an expanded and improved Cardinals
Nation Hall of Fame and Museum. At present, The Cardinals Museum does not have a facility.

*  Restaurants: Ballpark Village will include a variety of distinct dining and drinking establishments, including a
mix of national and local restaurants and taverns. Although no details can be shared at this time, the develop-
er reports that interest in leasing the Ballpark Village restaurant spaces is high.

*  Nightclubs: The development will include nightclub and other entertainment venues, offering a range of live
music and other performances. Again, the specific tenants are likely to include a mixture of national and re-
glonal operators, but no details are available as of the writing of this report.

»  Shopping: The retail offerings of BPV are expected to include boutique and specialty shopping, and neigh-
borhood retail and services. The neighborhood-oriented retail will provide a range of products and services to
support the downtown resident and worker markets—for example, a drug store, a health club, an office supply
store, and a bank.

A hallmark of Cordish developments in other communities is the developer’s active management of the tenant mix
and programming to ensure that the businesses are “authentic” and appropriate to the locale. The developer’s goal
in such projects is to combine excellent local companies with well-known national ones and, where the right ten-
ants cannot be found, Cordish fills in with unique “one to market” offerings that it develops and runs itself
through its operating division. The company proposes to take this same approach in Ballpark Village, drawing
upon several well-known local “brands” and pairing them with prominent national brands, including a significant
number that will be new to the St. Louis market, and then completing the mix with original concepts that will be

uniquely designed for Ballpark Village.

EVENT PROGRAMMING

Each of the 81 home games of the Cardinals regular season will bring an average of more than 37,000 visitors to
Ballpark Village’s front door — at least 3 million fans over the course of the season (and even more when there is
postseason play).? On game days, Ballpark Village will be at its most robust. Many fans already arrive eatly on
Cardinals game days, even though options for shopping, dining, and entertainment in the area are relatively limited.
Ballpark Village will capture much of this latent demand, and entice fans to stay after the games as well. It will also

be ideally positioned to serve the many Cardinals fans who travel to St. Louis from out of town.

2 Based on projections of attendance provided by the St. Louis Cardinals.
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To generate activity and visitors during the off-season, the
Projected Event Attendance

developer will program a series of events intended to ap-

peal to different segments of the market. The adjacent ) Projected
Event Number/Duration Attendance

table lists sample events and projected attendance associ-

. . Mardis Gras* 2-3 days 60,000

ated with each. While the actual events may vary, those
St. Patrick's Day* 1day 30,000
listed are typical of the types of programming and attend- [ . - July* 2 days 50,000
ance at similar Cordish developments and other compa-  Cingo De Mayo* 1 day 10,000
rable entertainment districts in other cities. Halloween* 2 30,000
New Year's Eve* 2 20,000
The objective of this programming is to make Ballpark  concerts 36 Shows 350,000
Village “a destination unto itself,” beyond simply an ex- ~ Family Days 50 100,000
. . . Friday Happy Hour 28 140,000

tension of game day shopping and entertainment.

Charity Events 10 70,000
DOWNTOWN OVERVl EW Busch Stadium 81 3,000,000
City Events 30 250,000
Downtown St. Louis is the largest center of commerce in  Sports Promotions 5 75,000
the region, with over 12 million square feet of office Saturday Night 3 385,000
) Friday Night 35 300,000

space (one-quarter of the metropolitan total), 7,600 hotel
Movies on the Park 30 10,000

rooms, 88,000 employees, and 12,500 residents. Down-
* example holiday events Source: The Cordish Companies
town development has historically occurred in cycles,

often with different segments of the market surging forward while others are stagnant or in decline.

* Following a regional trend, lease and occupancy rates are down in the downtown. The downtown office mar-
ket has yet to see any significant growth over the last several years; this is due, in part, to the lack of new Class
A office buildings and, in part, to the national economic recession.

=  Downtown has also become a desirable residential address, with some 12,500 current residents, a 66% in-
crease since the U.S. Census in 2000. Downtown and the central corridor of the city were the only parts of
the city of St. Louis that gained population between 2000 and 2010.

®  Opver the past decade, downtown St. Louis was the recipient of an unprecedented amount of residential
growth, as housing units—primarily market rate units—were added at a rate of 460 units per year. The pace
has slowed over the past three years, reflecting a regional downturn in housing development; some 430 market
rate rental units were added in 2011 and another 300-400 are expected to open in 2012.

* In 2008, a grocery store was added to downtown, filling a void that had previously been listed as a significant
missing amenity for downtown residents. St. Louis Centre, a failed enclosed mall, has been redeveloped into
the Mercantile Exchange District, which has over 100,000 squate feet of storefront retail (most of it yet to be
occupied) with parking on upper levels, residences, and a hotel. This project is expected to be synergistic and
complementary with Ballpark Village and enhance BPV’s competitive position by contributing to downtown’s
overall attraction power. Another bright spot for downtown is the new wave of specialty retail stores, which
have reportedly added 200,000 square feet of space since 2003, primarily in the Washington Avenue Loft Dis-
trict.

*  Citygarden, a two-block urban park in the Gateway Mall and financed entirely by private funds, opened in
2009 to worldwide acclaim. This almost $40 million contribution to downtown’s quality of life has made an
enormous positive impact.
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*  The Gateway Arch grounds are under intensive study, planning, and fund raising for a thorough renovation in
order to upgrade degraded infrastructure, triple the size of the underground museum, cover the I-70 depressed
lanes with a park to provide safe and easier access to a new museum entrance, eliminate the parking garage at
the north end in favor of a community gathering place, and the raising of Lenor K. Sullivan Boulevard on the
riverfront to reduce the number of flood days that close the street among many other improvements.

*  Some of the Arch Grounds improvements are made possible because of the anticipated 2014 opening of a
new Mississippi River, 1-70 bridge about a mile north of the Eads Bridge. This is triggering large changes in
traffic patterns downtown and is partly intended to make it much easier for visitors to enter and enjoy down-
town.

®  The Missouri Department of Transportation recently won a $20 million TIGER grant from the U.S. Depart-
ment of Transportation to support planned improvements to the transportation system around the to-be-
revitalized Arch Grounds in downtown St. Louis. The Arch Grounds improvements are intended to both in-
crease annual visitation to downtown St. Louis and to increase the amount of time such visitors spend in Mis-
souri. Ballpark Village is crucial to that goal because it will offer more “things to do” when downtown.

*  Downtown is also demonstrating leadership in attracting higher technology businesses by participating in the
very successful, if early stage, T-Rex incubator project for information technology firms in the Railway Ex-
change Building. That building, home to Macy’s department store, has ample and inexpensive space for more
planned incubator sectors now that Macy’s has downsized.

® The Law School of Saint Louis University just announced its relocation to a downtown office building on
Tucker Boulevard near the city and federal courts. Like the T-Rex project, this expansion of SLU into down-
town is reflective of the ability of downtown buildings to adapt to new occupancy opportunities.

Since 2000, there has been over $4.5 billion in new investment in downtown. Investment slowed in the last few
years, reflecting the nationwide recession. Implementation of the Arch Grounds plan is projected to cost another
$554 million spent through 2015. The substantial investment over the decade points to the increasing confidence
in downtown as a viable real estate market. After purchasing the May Company, Federated Department Stores not
only decided to keep the downtown store open as a Macy’s, but has invested in store upgrades and marketing to
improve the store’s performance as part of the Mercantile Exchange project. As a more viable and attractive retail
space, Macy’s will serve as an anchor to existing and future downtown shops.

Pinnacle Casinos completed its $507 million Lumiere Place development located adjacent to Laclede's Landing,
several years ago which features a large casino, two hotels, a spa, business center, restaurants, and 12,000-square-
feet of meeting and convention space. Pinnacle is working with city officials to add more redevelopment on sites
between the casino and the Mississippi River over the next few years.

The increased emphasis on downtown, particularly with respect to retail and residential development, has rapidly
improved the previously stigmatized image of downtown. However, it is a critical time for downtown St. Louis.
Much progress has been made, but more remains before downtown is very broadly perceived as a vital and attrac-
tive place at both the regional and national level. The atea stands to benefit enormously from a catalytic project
like Ballpark Village, which will anchor the other downtown investments and ensure that progress continues and is

sustainable.
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SITE ANALYSIS

The Ballpark Village development area is currently underutilized, particulatly on non-game days but the area offers
a substantial opportunity to be transformed into a vibrant, entertainment district. Access is very good—both from
a local perspective, since it is part of downtown’s grid network, and regionally, since Interstates 70, 64, 55, and 44
converge nearby. These interstates provide access to 1.2 million people living within a 20-minute drive, 4.7 million
people within approximately two hours, and 16 million within approximately four hours. Moreover, the site is
directly served by the Stadium Station of the MetroLink light rail system, a highly convenient mode of transit in

greater St. Louis.

Visibility is good, with over three million people attending St. Louis Cardinals games each year. Yet presently, the
area immediately surrounding Busch Stadium has a limited amount of commercial activity for an area that receives
such a high volume of visitor traffic. The blocks surrounding the development area include two large parking gar-
ages, Westin and Hilton hotels, office buildings, a light industrial building, and a limited number of restaurants.
The ubiquitous parking, wide, one-way streets that encourage speeding, building orientation that causes Walnut
Street to serve as a loading area rather than a prominent avenue, and lack of storefront retail, residential develop-

ment, and pedestrian life render the area a sterile, “dead-zone” in terms of activity on non-game days.

The Ballpark Village proposal would transform the area by creating walkable streets, storefront retail, residences,
entertainment, and otherwise injecting life into a moribund area—thereby capitalizing on the site’s good access and

visibility, as well as its adjacency to Busch Stadium.

Buildings at BPV could be situated to offer excellent views of Busch Stadium (including views of the field, in some
instances), downtown, and the Arch, adding value and enhancing marketability. There are numerous hotels with
thousands of rooms and a range of rates and amenities nearby. Interstate 64 is immediately south of the stadium,

providing access and visibility. Public parking is readily available in nearby garages and at metered street parking.
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The site has excellent transit access—a MetroLink light rail station is located at Spruce Street and Stadium Plaza—
meaning the site could easily become a prominent transit-oriented development, or T.O.D. MetroLink provides
convenient access to major employment centers in Clayton, Washington University in St. Louis, and BJC Hospital,
as well as to Lambert International Airport and Scott Air Force Base. Thus, in addition to being a site that is high-
ly marketable to people who work downtown and people that are attracted to the excitement of living in a 24-hour

community, the site could appeal to people who work in a number of major employment centers.

One limiting issue that may affect the subject area is the environmental debris that was left as a result of the demo-
lition of the former Busch Stadium. Development Strategies conducted a blight analysis of the development area
and concluded that it is functionally obsolete and showing signs of physical deterioration requiring substantial re-

development for the remediation of these conditions.

Improvements to the public space in and around Ballpark Village are critical to maximize the potential for the of-
fice, retail/entertainment, and residential components of the project. To facilitate this, the city has agreed to allow
the development area to make use of tax increment financing (TIF). Money generated through TIF will go to-
wards environmental cleanup and site preparation, road and utility infrastructure, and streetscape enhancements.
Because of the need for TIF money, a bold, revenue-generating proposal such as that for Ballpark Village is neces-
sary to transform the area from blight to a downtown centerpiece. In this way, the area can be transformed from

an area in which surface parking is a viable use, to one in which dense, mixed-use development is the highest and

best use.

DEMOGRAPHIC ANALYSIS

Since 2000, the dramatic increase in market-rate housing has changed the demographic composition of downtown.
The Partnership for Downtown St. Louis (PDSL) reports that over 4,500 housing units have been added since

2000, resulting in an estimated downtown residential population of over 12,500 in some 8,000 housing units. These
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figures are considerably higher than ESRI esti-

) ) ) Total Population, Downtown Residents
mates of 8,200 residents and 5,050 housing units,

Number Percent Annual %
which fail to take into account more recent de- Year Population Increase Increase Increase
1990 2,967
velopments that are a departure from longer-term 2000 3,010 43 1% 01%
trends. As a result, this market study relies heavi- 2011 8,178 5,168 171.7% 9.5%

. Source: ESRI (2000, 2011), 2012
ly on the PDSL recent resident survey results,

which are the product of questionnaires distrib-  Total Residential Units Downtown

uted to over 6,000 downtown residents, to ex- Number Percent Annual %
Year Units Increase Increase Increase
plain current demographic trends. 1990 2,064
2000 3,036 72 2.4% 0.2%

Source: ESRI (2000, 2011), 2012
According to 2011 data from the U.S. Census

Bureau’s American Community Survey (ACS), while the population in St. Louis City as a whole declined by about
eight percent after 2000, the population in Downtown St. Louis expanded by more than 100 percent to its current
8,178 people.? These trends are expected to continue through 2016 based on independent projections from ESRI,
a private demographic and GIS vendor, while the city’s population is projected to continue to decline—albeit at a
slower pace—throughout the next four years, the population in Downtown St. Louis is expected to grow by
roughly eleven percent during this time. Population growth rates in St. Louis County have followed similar trends

as the city throughout the past decade, while populations in the entire 16-county metropolitan area and state have

grown modestly—Dby about four percent and seven percent, respectively, over the same period. Among area cities
and counties, Downtown St. Louis has, by far, the smallest average household size—1.40 persons, compared to an
average household size of 2.16 persons in St. Louis City as a whole and 2.46 persons in the St. Louis MSA. This is
consistent with survey data that indicates that the majority of households consist of single adults and childless cou-
ples.

The addition of new housing units in the downtown area has remained consistent with population growth trends
in the area. As of 2011, there has been an increase of more than 2,000 residential units, or a 66 percent increase
relative to the number of units in 2000. The addition of thousands of new housing units has not only increased
the downtown residential population, but it has also changed the demographic composition of Downtown. Ac-
cording to the Partnership of Downtown St. Louis (PDSL), the new housing units are largely market-rate. The
share of market-rate units in the downtown has increased from 63 percent in 2000 to 71 percent in 2009. As a
result, the profile of the average downtown resident has increasingly become one of higher income and higher ed-

ucational attainment. For example, 81 percent of residents in market-rate housing are college graduates, with 30

percent holding post-graduate degrees. In 2000, 17 percent of all downtown residents held bachelor’s degrees,

3 The Census Bureau’s geographic definition of Downtown St. Louis is much smaller than the official geographic defini-
tion of the Partnership for Downtown St. Louis. Thus, the Census/ACS estimates are lower for “downtown.”
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with seven percent holding post-
graduate degrees. Homeownership has

also increased considerably. 100% -

90% -
Due to differences in the prices, rents, 80% |
70% A
60%
50%
40%
town residents (as of 2010) and existing ~ 30% |

20%
residents (as of 2000) is striking. In 10% 1

and types of housing offered down-

town, the contrast between new down-

Household Income Comparison

Residents Presentin 2000 and New Downtown Residents
Source: ESRI (2000, 2010), 2012

2000, 55 percent of households in the 0%

downtown area earned less than $25,000 <$35,000 W $35,000-$50,000 W$50,000-$100,000 W $100,000+

per year, compared to 44 percent of

households in 2010. In addition, a larger proportion of new house-

Downtown Residents (2000 Population)

New Downtown Residents (2010 Population)

holds earn more than $50,000 annually. Years lived downlown "
Less than 3 67%
. . . Less than 5 86%
The accompanying graph reveals a new dynamic in the demographic previous residence
&
composition of downtown residents. The percentage of low-income g: t:ﬂ:i Egim&_ ;g.:
residents fell by about ten percent between 2000 and 2010, while the ~ Other Metre St Louss &%
Cutside Metro St Louis 31%
percentage of residents earning between $50,000 and $100,000 annually T*;:: -
has doubled. Increasingly, residents choosing to live downtown are  FRent 58%
Averags monthly rent/mortage
more affluent. And, based on discussions with the PDSIL,, these new < 5751 19%
. . . . . §751-51.,000 24%
residents are more likely to work in an office or own a business in the §1.001-51,.250 25%
downtown area. Coupled with an increase in the sheer volume of ::gg:g;;gg ::::
downtown residents, downtown is becoming more of a 24-hour desti- > $2.000 3%
nation to live, wotk, and play. 18-24 1%
25-29 8%
30-34 20%
Identification of Target Market 35.39 75
4049 16%
In 2011, the St. Louis Downtown Partnership (SLDP) conducted a :E':"B E:*
survey of downtown residents. Residents were not randomly selected, Status
Single 508%
though their willingness to respond can be considered random; rather, Mamied Patnat 42%
. . Adults (154 household
the survey was submitted to most downtown residents. Based on com- Dn: S 4%
parison of the survey results with broader demographic data on down- :IT.WI Iu SRR L
: : : Child Present (0-18) 6%
town (provided by ESRI), the 502 respondents are disproportionately Schook-aged child (6-18) iy
residents who recently moved into market rate housing. As a result, the Education
Bacheior's Degree B3%
survey provides excellent data on who recent downtown migrants are Incams
S ‘ < 535,000 12%
and, therefore, serves as a guide in directing the type of housing to be §3%5.001-550.000 12%
. 550,001-575,000 23%
offered at Ballpark Vlllage. 575.001-5100 000 158
$100,001-5150.000 23%
As the table on the previous page shows, most residents moved down- __= 150 040 16%
Source, Downtown St Lows Partnership
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town within the last three years. More than half come from St. Louis City and St. Louis County. Three out of 10
(31 percent) came from out-of-town so, clearly, a sizeable demand pool for Ballpark Village consists of people that

are relocating to St. Louis.

A defining characteristic of downtown residents is a lack of school-age children. Just 3.7 percent of the residents
reported having children between the ages of five and eighteen. New downtown residents are very well educat-

ed—over 80 percent hold college degrees.

Downtown residents tend to be young—six out of ten are between the ages of 18 and 34. Middle-aged residents

comprise the next largest group, while seniors over the age of 60 only comprise 4.4 percent of the market.

Ballpark Village will likely have success with rental units by targeting a mix of professionals in their late-

twenties/early thirties and corporate housing with furnished units.

With a new construction product that is a rarity in downtown St. Louis, condos in Ballpark Village could, in part,
target empty nesters who, thus far, have somewhat eluded the downtown St. Louis market. For-sale units could

also target relatively well-off couples (as well as some singles) in the 30 to 49 age bracket.
EMPLOYMENT AND ECONOMY

The St. Louis metropolitan statistical area (MSA) is
located near the center of the United States in the
western portion of the Midwest. The bi-state MSA
encompasses 16 counties including Bond, Calhoun,
Clinton, Jersey, Macoupin, Madison, Monroe, and St.
Clair counties in Illinois; and Franklin, Jefferson, Lin-
coln, St. Charles, St. Louis, Warren, and Washington
counties, and the City of St. Louis in Missouri. The
City of St. Louis is independent of any county and,
thus, is effectively a county unto itself. The City of St.

Louis, whose 61 square miles form the core of the

MSA, lies on the western bank of the Mississippi Riv-

er just south of its confluence with the Missouri River.

These jurisdictions have a collective population of approximately 2.8 million people, ranking St. Louis as the 18t
largest MSA in the United States based on population. Development is concentrated in the city of St. Louis and

St. Louis County, eastern St. Charles, western St. Clair and southwestern Madison counties.

Ballpark Village is located near the heart of the Downtown St. Louis central business district. At the center of the

region, Downtown is the primary employment district with the highest concentration of commercial and industrial
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activity in the St. Louis area. Downtown has about 88,000 employees and approximately 12.3 million square feet

of Classes A and B office space,* with industrial activity on the north and south fringes.

St. Louis ranks high in quality-of-life issues such as educational achievement, health care, and availability of cultural
opportunities. The cost of living in the St. Louis region was the lowest among the 20 largest metropolitan areas as
of the fourth quarter of 2010, with a cost of living that is ten petcent below the national average.> The region
ranked as the second most affordable housing market out of the 20 metro areas in the same period. St. Louis also
has a very low cost of doing business compared to other Midwestern cities of similar size and ranks favorably in

terms of business climate and opportunity.

The St. Louis region has a diverse economy with thriving health care, biotechnology and education sectors. BJC
HealthCare employs 23,600 persons locally and is the largest employer in the region. SSM Health Care and St.
John’s Mercy Health Care are also among the top ten employers with another 22,000 employees, combined. The
biotechnology sector includes Monsanto, the Missouri Botanical Garden, the CORTEX Biotech Center, the
Center for Emerging Technologies, and the Donald Danforth Plant Science Center. Combined, incubators in the
region, which are rapidly expanding and are the target of millions in investment, employ more than 800 workers
and generate annual revenues of over $176 million. Prominent educational institutions in the area include
Washington University in St. Louis and St. Louis University, which together educate more than 30,000

undergraduate and post-graduate students.

St. Louis acts as the financial center of a large portion of the Midwest and serves as the headquarters of the Eighth
Federal Reserve District Bank. U.S. Bank and Bank of America maintain regional headquarters in the city, and
Wells Fargo, Edward Jones, and Stifel Nicolaus are headquartered in St. Louis. In addition, Boeing, Scott Air
Force Base, AT&T, Anheuser-Busch-InBev, and Enterprise Leasing have strong regional presences and are major

employers.

Between November 2010 and November 2011, total non-farm employment in the MSA increased by 30,915
workers, representing the first employment gain since the start of the recession in 2007. The unemployment rate
as of December 2011 was 8.3 percent, which is 1.7 percentage points lower than the decade-high rate of ten
percent in 2010. Consistent with the nation, the largest losses in the region throughout the past few years have
been within manufacturing, particularly the auto industry. Residential and commercial construction has also
slowed considerably, leading to significant construction-related layoffs, while the regional hotel and leisure industry

continues to struggle.

* Cassidy Turley Commercial Real Estate Services, Annual Market Report: St. Louis, Missonri, 2012.
5 St. Louis Regional Chamber and Growth Association (RCGA), 2011.
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EMPLOYMENT BY SECTOR

The graph below shows employment by industry for the regional St. Louis economy. The largest sectors are gov-
ernment, healthcare, and retail. Accommodation and food services also accounts for a relatively large proportion
of employment. The region also has a fairly large manufacturing presence, accounting for about seven percent of
overall employment, although decline in the manufacturing sector is anticipated over the next decade, with a corre-
sponding increase in the health care and professional and technical sectors. Compared to the state and nation, the
MSA has a smaller percentage of employment in government work. In addition, the MSA contains a larger pro-
portion of employment within healthcare and education services relative to Missouri and the United States. Over-

all, the region’s economy is fairly diverse and not reliant upon one industry sector.

Employment by Industry
Source: Bureau of Economic Analysis (2009), 2012
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MAJOR EMPLOYERS

St. Louis boasts the headquarters of 21 Fortune 1000 companies on the latest lists from April 2011, two more than
the number included on the list in 2010. Eleven companies are included in the Fortune 500 list. Other large
regional employers are spread among retail, education, and telecommunications, among other sectors. Hxpress
Scripts, a pharmacy benefit manager, is the highest ranked company in the area (ranked 55%). Emerson Electric is
another highly ranked company and one of eleven other Fortune 1000 companies in St. Louis in the manufacturing

industry.

Fortune 1000 Companies in St. Louis MSA st | ouis MSA Largest Employers

Employer Rank  Employer Industry Employees
Express Scripts, Inc. 55 BJC Healthcare Education, Healthcare 24,882
Emerson Electric 120 Boeing Defense, Space, & Security Manufacturing 15,600
Monsanto Company 234 Washington University in St. Louis Education 13,483
Reinsurance Group of America 290 SSM Healthcare Healthcare 12,548
Ameren Corporation 313 Scott Air Force Base Government 12,344
Charter Communications 333 Schnuck Markets, Inc. Food.Dlstrlbutlon 10,951
Peabody Energy 338 Walm‘art Stores, Inc. - Ret‘a|-| ‘ 10,800
Smurfit-Stone Container Corp. 369 gcrdlocis,; of Stﬁ Loltilhss . :eh,:;tl;)us Entity 22;2
Graybar Electric 480 isters o erc-y ‘ea ystem ealthcare o X
Cent c 493 AT&T Communications, Inc. Telecommunications 8,900
entene Lorp. Source: St. Louis RCGA (2011), 2012

Energizer Holdings, Inc. 508
Jones Financial 516
FEEETD NS, e 533 1 addition to hosting several Fortune 1000 companies, St. Louis
Arch Coal, Inc. 633
Brown Shoe Company, Inc. 747 is home to several large, private sector employers. Three of the
Sigma-Aldrich 806  ten largest private employers in the St. Louis area are in the
MEMC Electronic Materials 814 .. .

_ healthcare field, comprising more than one-third of
Patriot Coal 863
Solutia, Inc. 871 employment, or 46,356 jobs, of the largest employers in the
Laclede Group 959 MSA. The largest employer in the St. Louis MSA is BJC
Belden 981
Source: St. Louis RCGA, Fortune (2011), 2012 HealthCare, which employs nearly 25,000 people. Boeing’s

commercial airplane and integrated defense headquarters in North County is the second largest employer in the
region, employing 15,600 workers. Washington University in St. Louis is the third largest employer in the area,
with 13,483 workers. Other large employers in the area are in the manufacturing, government, retail, education,
and telecommunications sectors. The breadth among the metropolitan area’s largest employers indicates a diverse
economy that does not rely upon one industry sector for the majority of its jobs. The largest employers in the St.

Louis MSA are listed in the table to the right, above.
UNEMPLOYMENT AND EMPLOYMENT GROWTH

After a decade-low 4.6 percent in 2001, the unemployment rate in the St. Louis MSA averaged 5.5 percent between
2002 and 2007 before increasing to 6.6 in 2008. In response to the economic recession, the rate increased by

slightly more than one percent per year until it reached a decade-high 10.0 percent in 2010. Unemployment has
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since fallen; as of December 2011, the unemployment rate was 8.3 percent—1.7 percentage points lower than the
2010 rate but 1.7 percentage points higher than that of 2008, indicating a slow but positive reversal in

unemployment trends.

Total employment has had an inverse relationship to the unemployment rate, declining between 2001 and 2004
before returning to the initial employment numbers through 2007. As unemployment increased, total employment
fell substantially; there were five percent fewer workers in 2010 compared to the decade-high 1,367,607 workers
four years prior. This reduction in the number of employed individuals in the region mirrored state and national
employment trends, as large numbers of companies shed workers in response to the national recession. The labor
force has begun to recover, however; as of December 2011, the total employment in the St. Louis MSA was

1,330,097 workers—an increase of 36,557 workers since 2010.

Employment trends for the St. Louis MSA are shown in the following graph.

Civilian Employment and Unemployment Rate Trends
St. Louis MSA (2001 - Dec. 2011)
Source: Bureau of Labor Statistics, 2012
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The unemployment rate in both the St. Louis MSA and the state has historically been fairly consistent with the
national rate. However, the rate in St. Louis City has remained roughly two percentage points higher than that of
the other areas. In response to the national recession, the unemployment rates in all four study areas increased
substantially in 2009 and continued to increase through 2010. The city was hit particularly hard; unemployment in
the area reached a decade-high 12.3 percent, which was also the largest increase of the four areas relative to the
rates two years prior. Rates in all four areas have fallen to levels last seen at the end of 2008. In particular, despite
a faster rate of increase and a higher level of unemployment at its peak, the rate in the city has fallen faster than the

rates in the MSA, state, and nation—by 2.7 percentage points. This is better than the decline in the state (1.6
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petcentage points) and the MSA (1.7 percentage points). As of December 2011, the unemployment rate in the city
is 9.6 percent, which is higher than the rates of the other study areas including the nation (8.5 percent), the state

(7.8 percent), and the MSA (8.3 percent).

The historical unemployment rate trends for the City of St. Louis, the St. Louis MSA, the state of Missouri, and the

United States are shown in the following graph.

Unemployment Comparison Chart
Source: Bureau of Labor Statistics, 2012
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WAGES

The next graph shows the median hourly wages in the St. Louis MSA and the state. According to the U.S. De-
partment of Labor’s Bureau of Labor Statistics, the median annual wage for all occupations in the St. Louis region
as of May 2010 was $34,070—a decrease of 16 percent relative to the median annual wage in May 2009. The cur-
rent median wage is about ten percent higher than that of Missouri. All occupations earn higher wages in the St.
Louis region, with a particularly large difference in construction and extraction services, protective service occupa-

tions, and education, training, and library occupations.
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Median Annual Wages in the St. Louis MSA and Missouri

St. Louis Percent

Occupation MSA Missouri Difference
Management Occupations $90,080 $80,860 10%
Business and Financial Operations Occupations $58,480 $53,760 8%
Computer and Mathematical Science Occupations $73,210 $67,370 8%
Architecture and Engineering Occupations $70,530 $65,260 7%
Life Physical and Social Science Occupations $53,300 $49,830 7%
Community and Social Services Occupations $36,760 $35,270 4%
Legal Occupations $67,090 $59,670 11%
Education Training and Library Occupations $43,590 $37,900 13%
Arts Design Entertainment Sports and Media Occupations $38,590 $36,980 4%
Healthcare Practitioner and Technical Occupations $52,840 $49,690 6%
Healthcare Support Occupations $23,100 $22,220 4%
Protective Service Occupations $35,150 $29,970 15%
Food Preparation and Serving Related Occupations $18,460 $18,010 2%
Building and Grounds Cleaning and Maintenance Occupations $21,750 $20,830 4%
Personal Care and Service Occupations $19,610 $19,080 3%
Sales and Related Occupations $24,850 $23,080 7%
Office and Administrative Support Occupations $30,650 $28,400 7%
Farming Fishing and Forestry Occupations $25,980 $23,800 8%
Construction and Extraction Occupations $55,200 $44,700 19%
Installation Maintenance and Repair Occupations $40,820 $37,600 8%
Production Occupations $32,580 $29,480 10%
Transportation and Material Moving Occupations $29,550 $27,970 5%

Total, all Occupations $34,070 $30,740 10%

Source: www.bls.gov (May 2010), 2012

COMMUTING PATTERNS

Employment migration is determined by comparing the number of people who reside in a county and are em-
ployed (no matter where) to the number of jobs actually located within that county. The result is a picture of the
net number of employed people who either commute in or commute out of that county on an average workday.
Census 2000 data (most recent numbers available) provides county-to-county workflow information for St. Louis

City, which is summarized in the figures on the next page.

According to Census 2000 data, St. Louis City experiences a net gain of employees during working hours. Of the
140,747 employees that live in St. Louis City, 82,480 of them—or 59 percent—work within the City. This means
that approximately 58,267 resident employees commute to other counties during work hours. The vast majority of
these employees—88 percent—commute to St. Louis County for work. Significant percentages of City resident-

workers also commute to St. Clair, St. Chatles and Madison counties.

Of the 262,981 employees that worked within the City of St. Louis, only 31 percent—or 82,480—actually live in
the City. It is noteworthy that 40 percent of workers in the City reside in St. Louis County, while another 23 pet-

cent commute from St. Charles, Madison, Jefferson and St. Clair counties.
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Even though the City of St. Louis has been losing jobs during the past decade, it still provides net employment for

about 100,000 people who live outside its limits. That is, in the City of St. Louis, there are about 100,000 more

jobs than there are employed residents. St. Louis County also demonstrates net gains in employment migration,

with approximately 85,000 more jobs within its boundaries than employed residents. In contrast, every other

county in the metro area “exports” workers to other parts of the region.
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DEMOGRAPHICS, ECONOMY, AND EMPLOYMENT CONCLUSIONS

St. Louis is home to 21 Fortune 1000 companies, ten of which ate in the Fortune 500, and there are also several

companies that employ more than 10,000 workers, as well as many jobs in healthcare. However, the region’s
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economy, like the national economy, continues to struggle with inconsistent signals after the recent economic

recession, particularly in the job market. For instance:

The U.S. Air Force announced plans in March 2012 to cut jobs in the St. Louis area, including 750 Air
National Guard and active duty Air Force jobs as well as some 40 civilian positions;

Four St. Louis-based companies were taken over in 2011, including Fortune 500 package-maker Smurfit-
Stone. About 250 of the 400 St. Louis employees lost their jobs in the restructuring;

Furniture retailer American announced in June 2011 the closure of four stores and a distribution center in
the St. Louis atea, resulting in 500 jobs being lost. American cited lower than expected improvements in
the St. Louis market over other Midwest locations as the reason for leaving the region;

All St. Louis area Casa Gallardo restaurants closed in February 2012, resulting in the loss of 200 jobs;

In October 2011, YRG Logistics Inc. laid off 50 St. Louis workers and 150 employees in Edwardsville;

In August 2011, Dillard’s finalized plans to close its St. Louis merchandising division, eliminating 65 jobs;
The Crestwood Court Sears is one of 79 Sears and Kmart stores to be closed, a loss of 102 jobs;

Aramark, a Philadelphia-based food and facility services company, cut 291 jobs in St. Louis in June 2011;
The market for air freight has slowed, ending the proposed China Hub project which was dependent on
$480 million in tax credits which were not awarded; and

The Missouri Department of Transportation (MODOT) announced in June 2011 that it plans to cut
1,200 jobs statewide by March 2013.

On the other hand, as discussed in the beginning of this section, there is also positive economic news in the region:

The St. Louis Art Museum exceeded its fundraising goal, raising $147 million, which is will use to expand
its east building and renovate the main building. As of February 2012, construction on the museum has
created 1,500 jobs, including 200 full-time construction jobs. The museum estimates that the project will
have a $250 million economic impact on the St. Louis area.

The SSM Rehabilitation Hospital opened in West St. Louis County with about 150 employees and will
employ 250 when it reaches full occupancy. A $23 million project, the 60-bed hospital will become a
regional center for the treatment of brain and spinal cord injuries.

St. Louis’ energy sector engaged in new acquisitions, as Peabody Energy, Arch Coal, and Emerson each
expanded their operations in 2011.

General Motors announced in October 2011 that it would hire 1,850 more workers when it adds a small
truck line to its van assembly production plant in Wentzville, a $380 million investment. By the end of
2011, they’d hired 437 employees to work a second shift. Meanwhile, British startup Emerald
Automotive unveiled plans for a hybrid delivery van factory in Hazelwood, which could employ nearly
580 people by 2015.

Pharmacy benefits manager Express Scripts announced plans to buy rival Medco for $29.1 billion. The
deal would catapult Express Scripts — already the biggest firm in St. Louis by revenue — into the ranks
of the 20 biggest companies in the country;

Boeing landed a $3.48 billion, seven-year contract to develop the U.S. long-range missile shield at their
defense unit facility in Hazelwood.

The Donald Danforth Plant Science Center secured a new tenant in August 2011, promising 80 new jobs
within the next year.

The $150 million Laurel hotel, apartment, and retail redevelopment of the former downtown Dillard’s
department store opened a 212-room Embassy Suites and 205 newly rehabilitated loft units in late 2011,
while the rest of the Laurel/Mercantile Exchange (including a three-screen movie theater and street-level
retail) is due to open this year as well.

The revitalized Peabody Opera House opened in 2011 after a 20-year vacancy, creating 500 new
entertainment related jobs in downtown St. Louis.

The New York Times reported eatlier this year that St. Louis is attractive to tech companies because of the
city’s ample office space, stable power grid, excess capacity and central geographic location. As an
example of recent tech growth in downtown, Unisys—a Fortune 500 company based in Blue Bell,
Pennsylvania, is adding 300 jobs to its new office and software center inside the former department store
building at 555 Washington Avenue.

DEVELOPMENT STRATEGIES 26





Ballpark Village Market Study

Despite these recent developments, the job market in the St. Louis region has yet to fully recover. Approximately
6,000 jobs were added in 2011, a 0.5 percent growth rate, but there are still 70,000 fewer jobs than before the
recession. Employment data for the St. Louis MSA shows manufacturing employment added 4,700 jobs in 2011,
while health care, education, hospitality and other services sectors showed more modest increases. In comparison,
employment declines were experienced in the information, financial, and professional business sectors, as well as in
construction and government. Overall, the sectors that have declined the most in the region are generally the same

sectors that declined the most in the nation as a result of the recent recession.

While St. Louis has certainly been adversely impacted by cutbacks in the automotive industry, the weakness in the
hospitality sector, and declines in retail spending, it has benefited from its diverse economy by attracting new
investment in residential development, biotechnology, data storage, and health care. While recovery appears to be
underway, the strength and speed of the recovery is uncertain, as many leading indicators suggest that future
economic growth will be anemic during the next few years. Additionally, the St. Louis region’s shortage of jobs in
high-growth industries like computer science and technology relative to other large cities will restrict the speed of
its recovery. Despite this, the region’s economic diversity should help it to eventually stabilize and grow, and

proposed investments in local culture and amenities will help to attract young, talented workers.

THE RETAIL MARKET

The presence of appropriate retail development in a mixed-use district generates activity, adds value to surrounding
development, and provides needed services to visitors, residents, and workers nearby. The dynamics of a down-
town shopping and entertainment district differ greatly from the typical suburban shopping center. Traditional
Central Business District shopping districts lack access and visibility from nearby highways, free parking is typically

non-existent, and retail spaces are old and obsolete, constraining the market reach.

- mEaE y
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Ballpark Village is intended to differ in most aspects with excellent visibility and access from Interstate 64 and sur-
rounding downtown streets, plentiful parking in lower level and nearby (off-site) garages, and state-of-the-art retail-
ing spaces. It will also be located adjacent to Busch Stadium which draws over 3,000,000 visitors annually to
downtown.® In short, Ballpark Village will be the signature retail and entertainment attraction for all downtown
visitors. As a result, the project will capture retail demand from existing downtown residents and workers, but

more importantly from visitors and tourists.

Indeed, Ballpark Village is anticipated to be a tourist and visitor attraction itself that will help downtown St. Louis
attract even more out of town patronage along with more suburban residents who do not now find downtown
appealing as a shopping or dining destination. With the presence of almost six million annual visitors from outside
the metro area, 88,000 daytime workers five days a week, and over 12,500 downtown residents, a significant
amount of retail demand already exists in downtown St. Louis. This report quantifies the level of market support

for retail development within Ballpark Village by analyzing supply, demand, and competitive market factors.
NATIONAL TRENDS
Big Box

Over the past decade, several retail market trends have emerged that will influence efforts to increase the number
of retail stores in downtown and attract shoppers to the area. Discount mass merchandisers, such as Wal-Mart and
Target, have become the major players in retailing. These stores’ ability to provide almost everything to all people

in a single location with free and convenient parking caters to the fast paced lifestyle of today’s busy consumers.

The success of these big-box and other “category killer” retailers has negatively affected regional malls, and many
are struggling to survive. Ironically, the prime locations and large amount of traffic created by regional malls made
surrounding areas ideal sites for the now dominant big-box retailers. According to one study in 2001, 19 percent
of all regional malls could be classified as physically and economically obsolete. With the most recent recession

that percentage has likely increased.

The prime example in the region is Northwest Plaza which is effectively closed and looking for alternative uses.
Jamestown Mall and Crestwood Plaza (now Crestwood Court) continue to struggle with high vacancies and low-
rent tenants. Other malls such as West County, Chesterfield, and South County have radically reconfigured some
spaces to face out toward the parking lots in an effort to create more of a “main street” or “urban” ambience —
an atmosphere that can be more genuinely created with Ballpark Village. Department store anchors have also been
struggling.  From 1999 to 2005, full price department stores saw sales decline by 14 percent, while big-box dis-
count stores saw a total sales increase by 128 percent over the same petiod. The big-box retailers, however, find it

difficult to locate in the downtown core due to their size and large loading dock requirements.

6 The Cardinals reported that 3,093,954 tickets were sold for the 2011 championship season—before post season play. Of these, 28%
were from outside the state of Missouri.
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Category Killers

Another trend that has risen in recent years is niche retailing where smaller stores target a specific market with high
service levels and distinctive store designs. Stores such as Pottery Barn and Urban Outfitters provide a depth of
products in a single category that larger stores cannot match. These retailers compete with the “one-stop” retailer
by providing a unique and comfortable shopping environment that gives consumers a reason to stay and shop; for

example, large book stores offer in-store cafés and comfortable furniture.
Lifestyle Centers

Increasingly, such stores are locating in suburban lifestyle centers that attempt to create an urban shopping envi-
ronment with integrated streets and residential components. The apparent success of these lifestyle centers gener-
ally demonstrates that shoppers are willing — and may actually prefer — to shop in an attractive outdoor urban set-
ting, especially when looking for niche goods. Although many lifestyle centers have been hit hard, those that have
been most successful are located on dense infill sites with limited competition and an entertainment anchor that
drives traffic to the development. Another characteristic of successful developments is a location within a mixed-

use environment, sharing close proximity to office and residential development.
DOWNTOWN RETAIL

Traditional downtown shopping districts have difficulty attracting national retailers because available individual
store space is typically too small to fit the needs of this type of retailer. Moreover, many national tenants require
co-tenanting agreements, so that two stores offering different goods to the same consumer type will be located

near each other and can capitalize on increased foot traffic.
Current Retail Conditions

The past two years have been difficult for the retail industry, as the national recession and decline in the housing
market have resulted in a decline in retail spending. As a result some major chains have announced store closures
or bankruptcy. Most notably, Starbucks closed hundreds of locations nation-wide, and Linens ‘n’ Things, Circuit
City, and Steve & Barry’s also filed for bankruptcy and closed hundreds of stores nationwide. Some stores and
markets are victims of over-saturation and cannibalization of sales with too many stores serving a single market.
As a result, retailers will be looking for growth opportunities outside of traditional suburban markets. The high-
profile location in an under-retailed CBD, adjacent to a major stadium and proximate to other major tourist attrac-

tions, is an opportunity that will appeal to some retailers that may not typically consider an urban location.
Ballpark Village in Context

Ballpark Village is planned to offer a unique and truly urban shopping environment while providing modern retail-
ing and entertainment space that fits the needs of high-profile national retailers, restaurants, and entertainment
venues. The development will provide a large concentration of modern retail and dining spaces that has not previ-

ously been available in downtown St. Louis. Unlike traditional downtown shopping districts, operators of urban

DEVELOPMENT STRATEGIES 29





Ballpark Village Market Study

retail and entertainment districts similar to the subject have sole control over the buildings and public space within
the development, providing a consistent look, feel and level of maintenance and security, while offering shoppers a
familiarity and confidence about the shopping environment. The concentration also provides co-tenanting oppor-

tunities that are rarely available in a downtown retail district.

The presence of national retailers provides stability and recognition to a downtown shopping expetience, so they
are an important component in attracting visitors to downtown retail districts. Today, more retailers are willing to
locate in urban environments often using smaller, more urban store formats. Retailers are now more willing to
accept, and some even prefer, to locate in developments with a mix of retail and residential. These developments
provide “built-in” customers, an active environment and a sense of security that might not be available in a tradi-
tional shopping center. Retail developments mixed with residential and entertainment have been successful in ur-

ban ateas, even in smaller “big” cities like San Diego, Kansas City, Columbus, and Indianapolis.

Nationally, sales also indicate that the retail market is beginning to stabilize. According to the U.S. Census Bu-
reau’s advance retail sales report for February, 2012, sales were up 1.1 percent (+0.5%) from January 2012 and 6.3

percent (£0.7%) above a year earlier.

REGIONAL TRENDS

Recently, there has been a substantial amount of retail construction in Metro St. Louis, as new shopping centers
are positioned in better locations and/or have been designed to meet the specific needs of modern retailers. These
new centers, however, are not the traditional regional malls; instead, they are more likely to be big-box anchored
with several smaller in-line stores and some outlots, usually with restaurants. The following chart summarizes retail

construction and vacancy trends for Metro St. Louis over the last five years.
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St. Louis Metro Shopping Center Trends
Source: CoStar, 2012
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Over the three and a half year period from the first quarter of 2006 to the end of the third quarter in 2009, 5.8 mil-
lion square feet of shopping center space was constructed in metropolitan St. Louis, an average rate of 140,000
square feet per month. Over the same period, the amount of oceupied space in the metro area increased by 3.2 mil-
lion square feet, resulting in a negative net absorption (increased vacancy rate) of 64,000 square feet per month.
Consequently, the region’s retail vacancy rate increased by almost 2.5 percent. Since the third quarter of 2009, de-
velopment of shopping center space has come to almost a complete halt with only 175,000 square feet developed
through the end of 2010. This significant slowdown has allowed the market to stabilize, and vacancies have
dropped slightly to 10 percent. But this doesn’t count the effective removal from the market of Northwest Plaza

and Crestwood Court.

This stabilization of occupancy, however, has come at the expense of lease rates, as tenants are able to find less
expensive deals among the over-supply of retail space in the market. The current (4Q 2010) average rent of $12.91
per square foot per annum is down about $0.90, or 6.5 percent, from a peak of $13.81 per square foot in the 3QQ

20009.

Despite moderate population growth rates in the region, the matrket absorbed considerable additional retail devel-
opment through the first half of 2009. This is actually typical of retail development trends since the 1970s nation-

wide with the pace of retail development outpacing population growth. This is the result of tenants who continue
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to demonstrate a preference for new retail space, often abandoning older properties.” The trend was also a result
of developers chasing new “roof tops” as suburban populations continued to migrate outward, leaving behind ob-
solete and abandoned retail spaces. However, as the recession and housing crisis began, the pace of absorption
could no longer be sustained. Thus, occupancy and lease rates declined, and development of additional retail space
came to a virtual halt. At this point, excess inventory is being absorbed as retail sales climb back towards peak
levels. The rapid growth of fringe metropolitan areas, however, does not bode well for urban and suburban retail
locations. For instance, the outlying suburbs and exurbs of metro St. Louis grew at twice the rate of the United
States (about 19% vs. 9.5%) between 2000 and 2010 while St. Louis County declined slightly and the City of St.

Louis declined quite a bit—other than downtown and the central corridor.

As retail sales continue to climb, new retail starts will also resume; however, sluggish growth of new housing inven-
tory at the fringes of the region—despite recent Census findings—is being fueled by the national housing finance
crisis and numerous foreclosures. As a result, infill opportunities will likely be more attractive. There are several
reasons infill retail development can be more attractive than greenfield development. There are often areas that
are underserved from a retail standpoint. These areas present an opportunity for new retail sales with limited
competition. The demographics and competitive marketplace in infill areas are generally well established, so suc-
cess is dependent on successful project execution rather than the speculative growth of residential housing devel-
opment. And, infill development is often more difficult in terms of site acquisition and financing, so infill projects

face far more limited risk from an overabundance of new competition.
REGIONAL COMPETITION AND MARKET AREA

Over the past several decades, downtown St. Louis has seen a steady migration of retail stores leave downtown for
surrounding suburban areas. Regional and local malls in surrounding communities are significant competition to
downtown retail. These shopping centers already offer a wide variety of retail options and readily available free
parking, and are located near residential communities. As mentioned previously, the Galleria had a significant im-
pact on the demise of St. Louis Centre. There are seven regional malls and a lifestyle center located within 15
miles of downtown, and some are surrounded by a wide array of big box retailers and related smaller stores. Key

characteristics of these malls are summarized in the following table.

7 Usually, the new location has better traffic counts, highway visibility and access, and surrounding buying power characteristics.
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Major Regional Retail (within 15 miles)

Distance
from Estimated
Subject Sales per
Name Location (miles)  Direction Stores Anchors Square Foot Description
St. Louis Galleria Richmond Heights 8.4 West 174 Macy's, Dillards, $500 Located in central St. Louis County, just outside of St. Louis
Nordstrom's City. Area of strong demographics. Major concentration of
(2011) surrounding retail. This area is the major shopping hub for St.
Louis City and County. Nordstroms planned to open by 2011.
The Boulevard Richmond Heights 8.4 West 15 Crate and Barrel, N/A This smaller lifestyle center is across from St. Louis Galleria.
PF Changs, Anchored by the region's first Crate and Barrel. Area has
Maggiano's strong demographics. The development includes apartments.
Plaza Frontenac Frontenac 11.2 West 40+ Saks Fifth Avenue, $500 Located in very upscale Frontenac, some of the region's
Neiman Marcus highest end stores are located here. Most stores exclusive to
Plaza Frontenac.
West County Center Des Peres 13.9 West 228 Nordstroms, $450 Newest mall in the region, substantially redeveloped from
Macy's, JC Pennys older underperforming mall. Currently only Nordstroms in the
region, Macy's made this their flagship store. Strong
demographics. Limited surrounding retail.
St. Clair Square Fairview Heights, IL 11.5 East 140+ Macy's, Dillard's, $400 Older mall, showing age. Good access and visibility from
Sears interstate. Area has good demographics, big box retail
surrounging area.
South County Center South St. Louis County ~ 11.1  Southwest 189 Macy's, Dillard's, $350 Older mall, showing age. Significant upgrades have been
Sears, JC Penny's made, including large stores and restaurants with exterior
entrances. Borders, Applebee's. Area has average
demographics, big box retail in surrounding area.
Crestwood Court Crestwood 10.9 Southwest 74  Sears <$200  Older mall, showing age. Not located with good access or

visibility from interstate. Area has average demographics,
some big box retail in surrounding area. Higher than average
vacancy and independent stores indicate mall is on the
decline. A portion of the space had been designated as
ArtSpace with low-rent space available to local artists.
Although the mall's owner had plans to redevelop the space
into a lifestyle center, all tenants besides Sears (because it
had outside entrances) were told that the mall was closing on
March 1, 2012. Sears plans to close in April 2012 due to
declining sales.

Due to the amount of established competition in the surrounding region, it is unlikely that downtown can consist-

ently draw shoppers from a traditional regional market area for a retail shopping center. Instead, Ballpark Village

will have to position itself as a unique shopping and entertainment district in an eclectic and synergistic environ-

ment including stores, restaurants and entertainment options that are all but exclusive to the project. While Ball-

patk Village will not be a primary shopping destination for most customers, it will draw customers from a very

large geographic area, multi-state in many cases. As such Ballpark Village will contribute to the drawing power,

and will benefit from the drawing power, of other super-regional attractions like the Gateway Arch, the Cardinals,

the Saint Louis Zoo, and City Museum.

Public space improvements and a consistent, attractive “look” will also define Ballpark Village and the surrounding

area as an experiential shopping destination that draws patronage from long distances. There are several examples

of these types of urban shopping districts in the Midwest, including North Michigan Avenue and Navy Pier in

Chicago, Power and Light District and Country Club Plaza in Kansas City, Nationwide Arena District in Colum-

bus, and Circle City Center in Indianapolis. Even Missourians and Illinoisans choose Kansas City or Chicago over
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St. Louis as a daytrip shopping destination. The proposed Ballpark Village, along with improvements to the public

spaces and retail shopping mix, can put downtown St. Louis in a better position to capture this type of consumer.
DOWNTOWN RETAIL ENVIRONMENT

Downtown St. Louis presently has a mix of stores and restaurants that mostly cater to the daytime worker popula-
tion. Most of the restaurants are fast food or casual sit-down and there are relatively few goods and services pro-
viders. In this section the history and impact of large retail developments in downtown are discussed along with

the existing shopping and retail environment.
St. Louis Centre

In the past, the largest block of retail space in downtown was contained within the St. Louis Centre mall. The mall
officially closed its doors in September 2006 in preparation for the conversion to a mixed-use residential and
down-sized retail development. The mall’s failure and the subsequent abandonment of downtowns largest retail
space became a major impediment to the downtown retail market. Since the mall began to decline, downtown has
lacked a signature shopping and entertainment venue for out-of-town and daytrip visitors other than, to a minor
degree, Laclede’s Landing and Union Station. Although the Washington Avenue Loft District has developed into

an attractive shopping and dining district, it has a limited number of retail stores and very few national retailers.

St. Louis Centre opened in 1984 and was almost completely occupied with national retailers, including many exclu-
sive to the region, and two anchor department stores, Famous-Barr (now Macy’s) and Dillard’s. At the time, the
nearest regional malls were many years older and located at least 15 miles from downtown. Initially, the mall was
successful, but the opening of the St. Louis Galleria in the late 1980s, just eight miles away, seemed to initiate the
Centre’s decline. This newer mall offered excellent access and visibility from Interstate 64 and had many of the
same stores that had been exclusive to St. Louis Centre. By the early 1990s, the Centre was in steep decline as
shoppers became dissatisfied with paying for hourly parking and stores closing at 6:00 pm, and with ever increasing

vacant spaces.

In September 2008, The Pyramid Companies along with General Growth Properties announced a major retail re-
development plan for modern street front retail space in conjunction with the planned residential redevelopment
of St. Louis Centre and the Dillard’s Building. The inclusion of General Growth Properties, one of the largest
operators of regional malls in the country and owner of the St. Louis Galleria, gave the project additional credibil-
ity with the proven ability to attract national tenants. This area was re-branded as Mercantile Exchange and was to
include 300,000 to 400,000 square feet of newly configured street-level retail space on the blocks including and
surrounding St. Louis Centre. The stores would include a mix of national retailers and restaurants along with a mix
of local and independent retailers with a close connection to the existing Macy’s. Along with extensive streetscape
and fagade upgrades, the development would create a large concentration of shops in a contiguous area with two

or more large anchors (including Macy’s) under a single management and leasing company. This project came to a
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halt as The Pyramid Companies closed its doors in early 2008 and General Growth Properties dealt with financial

difficulties that turned their focus elsewhere.

Both the retail and residential components of the St. Louis Center redevelopment were assumed by Spinnaker Real
Estate Partners, a financial backer of the project. The company is moving forward with the retail portion of the
project and working with Struever Brothers, Eccles and Rouse as a retail development, leasing, and management
partner. The residential component of the project is being replaced by structured parking on the upper floors of
the former St. Louis Centre with 106,000 square feet of retail space on the street level and second floor. An addi-
tional 32,000 square feet of retail space will be located in a sister development, The Laurel, located on the opposite

side of Washington Avenue. The project also includes apartment and hotel components.
Union Station

Another factor that likely contributed to St. Louis Centre’s
failure was the opening of St. Louis Union Station less than
a year after the mall’s grand opening. The historic train
station and rail yards were converted into a 538-room luxu-
ry hotel and 170,000 square feet of specialty retail and res-
taurant space, following a trend of “festival marketplaces”
that was common at the time. The success of both malls

was dependent on their ability to attract downtown visitors

as well as regional shoppers. Union Station had several
advantages. Visibility and access from Interstate 64 are superior to St. Louis Centre. The renovated train station
and train shed which enclose the shopping area provide a unique shopping experience. It also hosts outdoor
events including concerts, art fairs, and sports pep-rallies. Union Station focused more directly on toutists staying

in the hotel and visiting this historic landmark.

When local curiosity in the “festival marketplace concept” waned and competition from nearby suburban malls
grew, the two major downtown shopping malls split the market for tourist shopping. Union Station was able to
survive longer due to the hotel, its landmark status, and unique shopping space. Moreover, St. Louis Centre failed

to appeal to the nearby residential market for houschold shopping needs.

Current occupancy at Union Station is poor; moreovet, there is frequent tenant turnover and a retail mix consisting
of a large number of independent, tourist-focused stores, lacking attractive national retailers seen at suburban
shopping centers. Nonetheless, its retail space remains downtown’s highest concentration with mainly independ-
ent, tourist focused retailers, a food court and restaurants like Hard Rock Café and Landry’s Seafood. Houlihan’s,
the Body Shop, Discovery Channel Store, Brookstone, and Hooters have left Union Station in the past three years;
Hooters moved to a new location on Kiener Plaza in the heart of downtown, two blocks from Ballpark Village. In
response to the poor performance of the retail stores in Union Station, the retail and dining component has been

reduced from about 180,000 square feet to 140,000 square feet with that space being dedicated to the hotel and its
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convention/banquet facilities. In addition, Union Station was recently bought by THF, who will act as a developer
through what is likely to be a major reconfiguration of the space. The new owner of the hotel is local, and owns

two additional hotels in Clayton and Downtown St. Louis.

Union Station’s location on the west edge of the downtown core limits retail traffic almost exclusively to down-
town visitors, and even then the location is inconvenient for most visitors because most hotels, attractions, and the
convention center are located further north and east in the core. Most downtown workers and residents are over
half a mile away, which is an inconvenient walking distance during the lunch hour or after dark. Due to its reliance
on paid parking, it is also unlikely that residents or workers will choose to drive to Union Station, especially if more
convenient retail options were located in the core or in the nearby suburbs. Union Station is also heavily depend-
ent on traffic from events at the nearby Scottrade Center, including concerts and St. Louis Blues hockey games
(NHL). The 2005 NHL strike and subsequent poor attendance significantly affected retail traffic. Although at-

tendance at Blues games has improved in the past three seasons, occupancy at Union Station continues to suffer.

In comparison to Union Station, Ballpark Village’s location is superior; it is within easy walking distance of most
downtown attractions, the convention center, most downtown hotels, offices, and several residential buildings.
Busch Stadium is also a much larger and more consistent traffic generator than the Scottrade Center, with more

than twice the seating capacity and twice the dates that the Blues offer.
Laclede’s Landing

Another concentration of retail and entertainment space in downtown is located in Laclede’s Landing. In the mid-
1970s, this pocket of historic riverfront buildings was restored as an office and retail district. Today, the district
contains 114,000 square feet of retail space which is more than 90 percent occupied with over 95 percent of the
occupied space in cither restaurants or bars. It suffers, however, from the fact that downtown pedestrians have to
walk under the Interstate 70 overpass and across Memorial Drive on the west and the Arch grounds on the south
in order to get there. Due to its location near the Edward Jones Dome, America’s Center, and the Arch, Laclede’s
Landing is also largely dependent on visitors from outside St. Louis, and it receives very little traffic from daytime

workers or residents located elsewhere downtown.
Macy’s

The St. Louis retail market received a boost with Macy’s commitment to its downtown store. Macy’s purchased
Famous-Barr in 2005 and many feared that the store would be closed as a result of the transition. Instead, Macy’s
has been investing in upgrades to the interior and exterior of the department store. However, the store’s perfor-
mance remains well below average for Macy’s locations across the country. As part of the upgrades Macy’s will be
reducing its store from seven floors to three floors, and upgrading the fixtures and merchandising to better cater to
higher income shoppers. The store caters primarily to downtown workers and is hindered by its poor visibility and
access from surrounding interstates. The store also suffers from the lingering stigma of St. Louis Centre and the

lack of complementary retail stores in surrounding blocks.
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Washington Avenue

Washington Avenue has been targeted as the most promising area for a more vibrant downtown retail environ-
ment. The street is anchored by the convention center, hotels, and office buildings on the east and the Loft Dis-
trict to the west. The street is lined with many historic buildings that have been converted to residential uses with
first floor retail space. Over six years ago, most of the street level spaces were vacant and now they are almost 75

percent occupied.
O1d Post Office District

There is an increasing concentration of businesses opening in the blocks surrounding the Old Post Office. This
area is anchored by Culinaria, a grocery store with prepared food offerings. The store is owned and operated by
the local grocery chain, Schnucks, and is far exceeding expectations in terms of traffic and sales. In the short term,
the success of Culinaria appears to have impacted a handful of small businesses in the surrounding blocks and a
few have closed including a coffee shop and a small grocery. In addition to the Culinaria, the number of service
business has started showing a noticeable increase with new doctors, dentists, and pet services serving downtown

residents and workers.
Downtown Retail Trends, Challenges, and Opportunities

Leases in the CBD vary widely. A survey of recently signed leases has shown leases ranging from about $15 to $20
per square foot in the core of the CBD and along Washington Avenue. However, other spaces have been leased
for as low as $5 per square foot, and still others have been offered free rent in an effort to fill ground floor spaces
in residential buildings to make the units more attractive to potential renters and buyers. The use of rent incentives

such as free rent and build out allowances also varies widely.

Since 2003, the Downtown St. Louis Partnership has offered a forgivable loan program to local retailers locating in
targeted areas of the CBD. Since the program began, loans of up to $50,000 have been made to 20 merchants.
These loans were offered with no principal or interest requirements unless the retailer relocated out of downtown
within five years and were forgiven 20 percent per year over a five-year period. The program concluded in 2009.
In total, almost $500,000 has been loaned to restaurants and retailers offering soft goods such as furniture, home
furnishings, gifts, and apparel, and the program has generated $§6 million in new retail and restaurant investment.
Two of these stores have moved to larger downtown spaces since opening, and two clothing stores are reporting
better sales than their location in the Central West End — a more established shopping district in the city. To
date, seven of the businesses have closed; however, as some of the first new retailers entering a less established
market these tenants have paved the way, attracting other merchants to downtown. Most of these vacated store-

fronts have been re-leased by new tenants, confirming the value of the program.

In the past six months, four new restaurants have been opened in previously vacant spaces. Three new restaurants

opened in the middle of 2011. These businesses added over 15,000 square feet of dining space. Another six shops
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and restaurants have signed leases or have announced plans to open in downtown over the next 12 to 18 months,

accounting for an additional 20,000 square feet of retail space.

According to leasing professionals, there will be limited competition between Ballpark Village and the existing and
potential new retail stores located in the downtown core. Ballpark Village is expected to tailor its retail mix to
baseball fans and a regional entertainment audience, with larger national restaurants and stores that would not like-
ly consider locating in other areas of downtown. Existing shops in downtown ate mainly small, independent stores
and restaurants that cater to workers, residents and customers who regularly come downtown for the urban dining
and drinking experiences. The feeling among retail brokers is that these retail areas are somewhat distinct and any
ovetlap with Ballpark Village will be minor and/or complementary. In addition, the existence of successful retail
stores in Ballpark Village and elsewhere downtown will only enhance the overall image of downtown St. Louis as a

regional destination.

The downtown retail market faces several challenges to establishing itself as a retail destination, Ballpark Village, as
well as the Mercantile Exchange project, will address each of these issues. Downtown lacks a significant concen-
tration of retail storefronts. Currently, restaurants and stores are scattered over a wide area preventing shoppers
from strolling store to store as they would in a shopping center or mall. Even areas with some concentrations of
stores and restaurants have gaps created by vacant buildings or office buildings that lack any retail presence. These
gaps also contribute a negative perception of downtown as a “safe” shopping environment. Many of the available

store fronts are located in older buildings and do not meet the physical requirements of many national retailers.

The lack of a large contiguous block of shops and restaurants also prevents co-tenanting opportunities which are
critical to attracting most national tenants. The disjointed management of the large number of buildings offering
retail space discourages both tenants and shoppers since no street or block can offer a consistently attractive shop-
ping environment in terms of cleanliness, signage and quality of tenants. A critical mass of newly developed retail
space can address each of these issues and make downtown more attractive to both shopper and tenants. Ballpark
Village will provide an ideal setting for modern retail and dining space within a small area. Under a single man-
agement team the area will also be better able to capitalize on co-tenanting leasing opportunities and maintain a

consistent and attractive shopping, dining and entertainment environment for residents, workers, fans and tourists.

THE ENTERTAINMENT MARKET

Mixed-use entertainment districts in an urban setting, often referred to as Urban Entertainment Districts (UED),
have become popular in many cities throughout North America as well as abroad. These UEDs integrate enter-
tainment with retail, dining, and cultural facilities to create resident and tourist destinations. Very often, these dis-
tricts are located near the city’s sports venues. More importantly these entertainment districts serve as anchors for

the revival of a city’s urban core and often include residential and office components. As such, they serve, and
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bolster, both the local and tourist populations. The developer intends to create an urban entertainment district for

St. Louis with Ballpark Village.

Image Provided by the Cordish Companies

NATIONAL TRENDS

National brands have become increasingly comfortable locating in these urban mixed-use districts, even in smaller
cities. Businesses are recognizing the benefits of locating in the midst of both office and residential land uses and
are even willing to alter their design standards in order to conform to, in many cases, smaller store spaces defined
by existing buildings and available sites. These developments provide “built-in” customers, an active environment
and a sense of security that might not be available in a traditional shopping center. The presence of national
brands provides stability and recognition to a downtown entertainment experience, an important attribute for at-

tracting visitors to downtown retail districts.
REGIONAL ENTERTAINMENT TRENDS

Metropolitan St. Louis is the 18t most populated region in the U.S., out of about 275 defined metro areas. Enter-
tainment options in the St. Louis region, therefore, are varied and include abundant activities for people of all ages,
tastes, and buying power. Cultural destinations such as the St. Louis Art Museum, the St. Louis Symphony Oz-
chestra, and the Fabulous Fox Theater offer residents entertainment and “edutainment” comparable to that in a
bigger city. Moreover, St. Louis has a multitude of activities for families with children, such as the City Museum,
the Magic House, the St. Louis Zoo and Grant’s Farm. In fact, St. Louis is rated one of the best regions in America
for families with children. Additional entertainment venues in the region include casinos, live music venues, spotts
venues and numerous restaurants and bars. The S7 Louis Business Jonrnal conducted an annual survey of the St.

Louis region’s top attractions. The most recent list was published in December 2008.

The following table ranks the top 25 attractions in the region by annual attendance in 2006. Other important re-

gional attractions that have opened since 2006 include Lumiere Place and the Peabody Opera House.
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Major changes to this list over the past four .
Top Attractions
years include the closing of the President

. . . Rank Attraction 2006 Attendance
Casino and the opening of Lumicre Place = ™y o6 i Casino and Hotel 9,700,000
Casino and River City Casino. Both casinos 2 Ameristar Casino St. Charles 9,575,784
would likely place in the top ten of local 3 St. Louis Cardinals 3,407,114

4 Saint Louis Zoo 2,917,218

attractions.  Gateway International Raceway 5 jefferson National Expansion Memorial 2,830,403

also closed in late 2010. 6 Casino Queen Hotel & Casino 2,103,838

7 President Casino St. Louis Riverfront 1,499,295

Most of the region’s entertainment destina- 8 Argosy Casino 1,448,038

tions are stand-alone venues that offer pa- 9 Si).( Flags' St. Lou.is 1,400,000

10  Missouri Botanical Garden 1,216,132

trons only a single activity during their visit. 11 st Louis Science Center 1,200,000

The growing trend, however, is entertainment 12 National Shrine of Our Lady of the Snows 1,064,901

districts with a combination of entertainment 13 Gateway International Raceway 850,000

14  St. Louis Rams 660,000

uses for visitors. Three destinations within 15  City Museum 633,717

the region are exceptions to the standard 16 ~ Grant's Farm 550,000

17 Fox Theatre 515,000

structure — The Delmar Loop in suburban 1¢  sjint Louis Art Museum 445143

University City and the City of St. Louis, 19  Eckert's Country Store and Farms 432,261

Westport Plaza in suburban Maryland 20 Fairmount Park 430,000

21  The Muny 420,467

Heights, and Laclede’s Landing in downtown 22 The Magic House 383,612

St. Louis, all three of which have benefited 23 Anheuser-Busch St. Louis Brewery Tour 350,000

o ) ) 24 Verizon Wireless Amphitheater 349,405

greatly from significant investment in recent 55 c3phokia Mounds State Historic Site 308,000
years. Source: St. Louis Business Journal Book of Lists, 2008

The Delmar Loop

In the last decade, The Loop has undergone a dramatic facelift. A one-mile long strip of Delmar, from Kingsland
Avenue on the west to Des Peres Avenue on the east, which was once scattered with vacant or dilapidated store-
fronts is now bustling with restaurants, bars, specialty retail, a live music theater, a renovated three-screen movie
theater, and an upscale bowling alley. Entrepreneur and developer Joe Edwards has been the principal investor
and supporter of the Delmar Loop. His restaurant, Blueberry Hill, has been a Loop landmark for over three dec-
ades and features live music several times a week. In 2000, he also built The Pageant, a live music theater that
showcases  national and local bands on a  weekly  basis. In 2006, he added
Pinup Bowl, a trendy bowling lounge, and the boutique Moonrise Hotel recently opened between The Pageant and

Pinup Bowl, which is this district’s first hotel.

The Loop is also home to the Regional Arts Commission, a non-profit funding source for regional art and cultural
organizations. The building’s galleries and conference rooms are often used by local organizations to host lectures,

meetings, and classes.
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Plans are underway for the Logp Trolley, a system of two trolley cars that will run from the east-west from Trinity
Avenue at the west edge of the Loop to DeBaliviere Boulevard, and north-south to the Forest Park MetroLink
station and the Missouri History Museum in Forest Park. The Loop Trolley will help make the area more competi-
tive, and create a destination that is accessible through public transportation. In addition, a recent Reaz/ Action Plan
for the Delmar Loop showed an opportunity for an upscale grocer, suggesting that the focal point of any strategy
by area institutions and businesses such as Washington University will be to upgrade the area from an entertain-

ment destination to a neighborhood destination for local residents.
Westport Plaza

Westport Plaza is a 42-acre mixed-use development populated by office buildings, two Sheraton hotels, and a gal-
lery of restaurants, bars, and clubs connected by an outdoor plaza. Westport Plaza benefits from excellent visibility
from Interstate 270 and Page Boulevard, as well as the numerous office buildings located in the surrounding area.
Westport is also home to The Funnybone comedy club and The Playhouse, a 250-seat theater that features traveling
theater troops performing a variety of plays and musicals. Both have been located in Westport Plaza for over 25

years.
Laclede’s Landing

Laclede’s Landing is a quaint historic district located downtown along the Mississippi River. Its cobblestone
streets are lined with specialty shops, restaurants, bars, and clubs. Some of the Landing’s top attractions include
Laughs on the Landing, an improv comedy club, The Royal Dump Dinner Theater, and Morgan Street Brewery
which offers a restaurant/pub and brewety tours. Also part of the Landing is Lumiere Place, a new casino and

entertainment development which includes restaurants, a couple of retail stores and a Four Seasons Hotel.
Casinos

St. Louisans’ favorite attractions, according to the S7 Lowis Business Journal’s survey of top attractions in the region,
are casinos. St. Louis is home to two national casino brands, Harrah’s Casino and Ameristar Casino, both located
20 miles or so northwest of downtown on the Missouri river, as well as the recently opened Lumiere Place (Pinna-
cle Casinos) located downtown in Laclede’s Landing plus the newly expanded Casino Queen located directly across
the river from downtown is East St. Louis. River City Casino (Pinnacle Casinos) opened earlier in 2010 in Lemay,
about eight miles south of downtown St. Louis. Both Harrah’s and Ameristar enjoy an annual attendance of ap-
proximately ten million people per year. Harrah’s benefits from its proximity to the Verizon Wireless Amphithea-
tet, an outdoor amphitheater which draws over 20,000 ticket holders for each show, primarily in good-weather

months.

St. Louis’ regional casinos have become destinations for people looking for a weekend getaway, and gambling is
not their only activity. Visitors are looking for high-class dining and pampering. As a result, the regional casinos
have felt the need to expand their operations to include high-end bars, live music clubs, hotels and spas—with

some of these services competing directly with existing venues in the greater St. Louis market. Ameristar Casino
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presently recently completed a 400-room luxury hotel and a 2,300 space parking garage. Its 55,000 square-foot
Conference and Meeting Center opened in Spring 2006. The total cost of the three construction projects was ap-

proximately $240 million.

Pinnacle Entertainment, headquartered in Las Vegas, Nevada, completed its $507 million mixed-use entertainment
development, Lumiere Place, in late 2009. It features a large casino, a 200-room Four Seasons hotel (the only Four
Seasons Hotel in the Midwest outside of Chicago), Lumiere Suites hotel, a spa, business center, fine restaurants
and 12,000-square-feet of meeting and convention space. Pinnacle Entertainment subsequently closed the Presi-
dent Casino and relinquished its Missouri gaming license for that casino. It has also announced that additional
phases of Lumiere Place could be added subject to market demand. These additional phases could add over $500
million of investment into a new residential, retail, or mixed-used development in Laclede’s Landing over the next
decade. Pinnacle also opened the River City Hotel and Casino complex in suburban Lemay, immediately south of
St. Louis. The $375 million project was completed in early 2010. In addition to gaming, that casino includes three

restaurants, a buffet, and two night clubs.
DOWNTOWN ENTERTAINMENT ALTERNATIVES

Downtown St. Louis has struggled to forge its image as an entertainment destination. The primary attractions
which lure visitors to downtown atre baseball, football, and hockey games as well as the Arch and attendant muse-
ums. The 2009 addition of Citygarden along the Gateway Mall has also proven to be immensely attractive for
downtown visitors, as has City Museum in the Washington Avenue Loft District. St. Louis Union Station has sev-
eral restaurants and a few entertainment outlets, the latter mostly targeted at children, such as a bungee jumping
station and paddle boats. Several live music venues or clubs offering entertainment are scattered throughout the
downtown, such as BB’s Jazz near the ballpark and nightclubs on Washington Avenue. Washington Avenue,
however, is remote from the ballpark. The relative emptiness of the surrounding neighborhoods forces visitors to
leave the downtown area once they have completed their visit to their initial destination. Although some bars such
as Paddy O’s, Mike Shannon’s, the Ballpark Hilton, and Al Hrabasky’s offer a pre- and post-game party atmos-
phere with crowds often spilling onto the street, there is very little differentiation in the offerings, and they close or
draw very little activity outside of game days. A recent exception is the 360 bar and grill on top of the Ballpark

Hilton Hotel. While a relatively high-end offering, it is a popular attraction year-round.

Laclede’s Landing is one of the only established entertainment districts in downtown St. Louis.  While Lumiere
Place enjoys over a million visitors per year, Laclede’s Landing as a whole does not fare as well. The district is an
uncomfortable walk from downtown under the Interstate 70 overpass and across Memorial Drive on the west and
the Arch grounds on the south. Pedestrian access from the Arch grounds is also made difficult by the separation
created by the Arch parking garage. Due to its location near the Edward Jones Dome, America’s Center, and the
Arch, Laclede’s Landing relies heavily on visitors from outside St. Louis, and receives too little traffic from daytime

workers or residents located elsewhere in downtown.
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The Partnership for Downtown St. Louis has been working hard to encourage other entertainment districts in
downtown. Washington Avenue has received a lot of attention, in response to the growing residential population,
and many new restaurants and bars have opened up. The adjacent neighborhoods of Soulard and Lafayette Square
are well established residential neighborhoods with a vibrant mix of restaurants and bars, but neither is located
directly downtown or contain hotels. In addition most new establishments in these other districts are limited to

eating and drinking. Few entertainment-type businesses have opened or are planned.

REGIONAL COMPETITION

Ballpark Village will be a unique entertainment district unlike anything currently existing in the St. Louis region,
offering Ballpark Village a distinct competitive advantage in the entertainment market and enhancing the overall
downtown area as an entertainment destination. Although it will effectively compete with established venues with-
in each of its categories as well as with the other entertainment offerings in the region, most notably the casinos,

the overall result is expected to be complementary and synergistic.

Ballpark Village will have to contend with the seasonality of sporting events, but the success of similar develop-
ments in other communities that are not tied to sporting venues suggests that this is not a significant concern for
Ballpark Village. The project will have to continuously find ways to draw customers in the off-season, particularly
once competition from future downtown developments comes online.® The tenant class with which the developer
has relationships, as well as the year-round program of events targeted to all types of visitors reinforces the expec-

tation that Ballpark Village will be a highly competitive, 24/7, live-wotk-play environment.

We have classified six primary entertainment categories that are expected within Ballpark Village: live music venue,
comedy club, bowling lounge, jazz club, and museums/tours. For each of these categories, we have identified cur-
rent live venues operating within downtown and the broader St. Louis region in order to understand how Ballpark
Village’s projected attendance and revenues compare to alternatives within the market. On the whole, the project’s
projections are consistent with what we observed in the market. Where the projections for Ballpark Village are
more aggressive than the performance of other live venues, the difference appears to be justified by the fact the

Ballpark Village operators are expected to be national and “best in class.”

8 These include the anticipated second phase of Lumiere Place, an expanding Washington Avenue district, and the major
revitalization of St. Louis Centre and its environs.
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DEMAND FOR DOWNTOWN RETAILING, DINING, AND ENTERTAINMENT

By adding the spending power of residents, workers and visitors, we can determine the existing retail demand in
downtown. When examining a major retail and entertainment developments it is important to consider the visitor
market. We expect over half of the demand for the subject will come from out-of-town visitors, and daytrip visi-
tors from the wider region. A significant portion of the traffic at similar developments is generated from these
visitors. Baltimore Harborplace attracts 56 percent of its traffic from out-of-state visitors, and 44 percent from
Baltimore residents and downtown workers. About 65 percent of traffic at Power Plant Livel, also in Baltimore,
comes from outside of the city. Broadway at the Beach in Myrtle Beach, South Carolina attracts 60 percent of its
visitors from outside the area, with 40 percent coming from local residents. Even Circle City Centre, a more tradi-
tional mall development in downtown Indianapolis, attracts 50 percent of its sales from customers outside of the

Indianapolis MSA.

Spending from visitors was estimated using spending data from the St. Louis Convention and Visitors Commission
(CVC). Two separate visitor types were evaluated — overnight visitors, including business, convention and leisure
travelers who occupied downtown hotel rooms and daytrip visitors, who come to downtown for a portion of the
day. In 2011, visitors occupied 1,728,000 downtown hotel room nights and, according to the CVC, spent $97 per

day for food and shopping in the metro area—plus the cost of hotels and other lodging.

Daytrip visitors are an important component of this retail market, but there is very limited spending data available
for this group, so we have made estimates based on our knowledge of the market, comparisons to overnight visi-
tors and studies done in other markets. The estimated number of daytrip visitors is based on a four percent annual
increase of the 2007 combined total of St. Louis Cardinal attendance and visitors to the St. Louis Arch, the two
largest attractions in Downtown. Spending for theses visitors is estimated at one-third the daily spending of over-

night visitors. Our estimate of spending by visitors is shown in the following table.

Downtown Visitor Spending

Overnight Visitors Total
2011 Occupied Hotel Room Nights 1,728,000
Average Daily Spending (Food, Shopping) $97
Overnight Visitor Spending $167,616,000

Daytrip Visitors Total
Estimated St. Louis Region Visitors 26,087,846
% Daytrip 37%
% Downtown 40%
Daytrip Visitors 3,861,001
Estimated Food and Shopping Spending per Visitor $32

Total Daytrip Spending $124,800,000

TOTAL VISITOR RETAIL SPENDING $292,416,000

Source: St. Louis CVC and DSI, 2012
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Worker spending was estimated by multi- .
Downtown Worker Spending Downtown

plying the average daily spending of a  powntown St. Louis Workers 88,000
downtown worker, by the number of work- ~ Less Downtown Residents* 4,000
Non-Resi Work
er and the number of work days each year. o.n esident Workers ) 84,000

Daily Downtown Spending per Worker S 7.00
The number of workers was provided by Total Daily Spending $ 588,000

r
the Partnership for Downtown St. Louis. WorkDays 235
Total Worker Spending in Downtown St. Louis S 138,180,000
Sources: Partnership for Downtown St. Louis, Development Strategies, and the
Cities of Austin, Texas, and Los Angeles, California

No numbers have been compiled for daily

spending done by workers in downtown St.

. . . . * Residents who both live and work downtown.
Louis, so the estimated daily spending rate

is based on recent studies done in Austin, Texas ($8.65 per day) and Los Angeles, California ($6.52 per day). The
weighted average comes out to about $7.00 per worker per day. This results in total annual downtown spending

by downtown St. Louis workers of just over $138 million per year.

Due to the growth in market rate housing over the past five years, it is difficult to get an accurate picture of resi-
dent spending from U.S. Census data, so we have determined spending based on data provided by the Partnership
for Downtown St. Louis. PDSL has provided an updated estimate of the total number of residents living down-
town in 2011 at roughly 12,500. According to the Partnership for Downtown St. Louis, the population of down-
town residents in market rate housing is roughly 7,600. Based on demographic data from a 2009 survey, residents
living in market rate housing in downtown earn a reported per household income of $85,000. The following table

summarizes retail demand estimates from downtown’s market-rate residents.

Downtown Resident Spending

Market-Rate Residents 7,600
Residents per Household 1.40

Households 5,430
Household Income $85,000
Aggregate Income $461,550,000
Spending as % of Income 40%
Spending Power $184,620,000
In-Store Spending 60%

Total Instore Spending $110,772,000
PDSL, DSI and ESRI

The aggregate income of residents is multiplied by 40 percent to eliminate income spent on fixed expenses, such as
rent, mortgage, insurance and utilities. The resulting spending power was then reduced by 40 percent to account
for spending on purchases not likely to occur in Ballpark Village, such as car purchases, gasoline, and lawn and
garden equipment. The remaining “in-store” spending could occur within the development’s restaurants, entet-
tainment venues and retail stores. These percentages were determined using ESRI estimates for the City of St.

Louis. This results in an estimate of Total In-Store Spending of almost $111 million per year.
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Total retail demand emanating from downtown is determined by adding the total of the three identified market

segments: market-rate residents, all workers, and visitors. This comes to:

Downtown Retail Demand in 2012

Existing Demand

Downtown Residents $ 110,772,000
Workers $ 138,180,000
Convention/Visitors $ 257,500,000
Total Demand $ 506,452,000

This total of over $500 million at present, and over $630 million in five years, represents the total sales potential
for downtown retail if it had a robust retail environment that met the shopping and dining demands of these three
customer segments. Currently, the downtown retail market is not well established. This is confirmed by surveys
of both downtown residents and workers that indicate a desire to see more retail options in downtown. As a re-

sult, a significant portion of this demand occurs outside of downtown St. Louis.
EXISTING RETAIL SUPPLY

To determine the existing supply of retail space, we surveyed existing downtown buildings to determine the esti-

mated retail space available, general use (shopping or restaurant) and occupancy.

Downtown Retail Inventory and Supply

Retail Space Restaurant Space Total Space
Available Available Sq.
Submarket Available Sq. Ft. Occupied Space % Vacant Sq. Ft. Occupied Space % Vacant Ft. Occupied Space % Vacant
Downtown East 480,000 349,500 27% 452,500 393,600 13% 932,500 743,100 20%
Downtown West 279,800 143,300 49% 192,200 152,100 21% 472,000 295,400 37%
Laclede's Landing 17,700 11,900 33% 157,700 135,200 14% 175,400 147,100 16%
Total/Average 777,500 504,700 35% 802,400 680,900 15% 1,579,900 1,185,600 25%
Est. Sales per Sq. Ft. $120 $365 $261
Total Supply $60,564,000 $248,528,500 $309,100,000

Development Strategies and DTSLP

Restaurant space is more prevalent and has significantly better occupancy, although these categories are somewhat
interchangeable. Retail spending was determined by applying estimated sales per square foot to the retail and res-
taurant space. Although no specific sales data are available, we have used PDSL sales estimates of $100 to $150
per square foot for retail space and $325 to $400 for restaurant space. The retail sales estimates are lower than
general estimates for the Midwest provided by ULI Dollars and Cents of Shopping Centers®, which is reasonable since
downtown lacks major national retailers and high volume big box stores. The sales estimate for restaurants, on the
other hand, is higher than average, which is reasonable due to high volume lunch crowds created by daily workers
and visitors, and because of the numerous “destination” restaurants located downtown. Combined sales for occu-

pied space are $261 per square foot.

? The Urban Land Institute’s Dollars and Cents of Shopping Centers is a bi-annual survey of retail tenants and property owners conducted
in cooperation with the International Council of Shopping Centers to provide comprehensive data on sales, lease rates, and expenses
for the retail industry.
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Subtracting the existing sales (supply) from the existing purchasing power (demand) determines the retail oppor-

tunity gap, or the amount of retail spending that is not currently being captured within the downtown market.

Downtown Retail Opportunity Gap

Total Demand $506,452,000
Total Supply $309,100,000
Retail Opportunity $197,352,000

This gap represents spending that currently takes place, but not downtown. Thus, if it could be captured down-
town, it would support additional retail and related space. Comparison of the proposed Ballpark Village space to
the opportunity gap determines if the amount of proposed space can realistically be supported within the market.
At the prevailing rate of sales for downtown space ($261 per square foot), the existing opportunity gap suggests

there is enough existing demand to support an additional 580,000 square feet of retail space, a illustrated here:

Downtown Supported Retail Space

Retail Opportunity $197,352,000
Estimated Sales per Sq. Ft. $261
Supported Retail Space 757,000 SF
Proposed Leasable Area (Ballpark Village) 360,000 SF
Capture Rate 48%

Even the 360,000 square feet of retail space in the Ballpark Village’s maximum build-out scenario fits within the
projected demand for space at prevailing downtown sales. However, Ballpark Village is projected to generate sales
per square foot at a significantly higher rate than existing downtown retail space and, therefore, will absorb a great-

er portion of the excess demand than existing market forces would otherwise suggest.

We have summarized the proposed retail space and sales per square foot estimates for Ballpark Village in the fol-
lowing table. Sales were estimated based on the developer’s targeted unit mix, and sales per square foot estimates
from the Urban Land Institute’s bi-annual Dollars and Cents of Shopping Centers, published average performance for
individual retailers and restaurants, and DSI estimates of the market. The Cardinal Nation and Anheuser Busch
Museum space have been worked into the restaurant/entertainment line item. Overall weighted sales at Ballpark

Village are projected to be $550 per square foot (2012 dollars).

Estimated Sales per square foot - weighted by phase, 2012 $
Median  Top 10% DSI Estimated

Type of Space Sq. Ft. % of Space Sales/SF Sales/SF Sales/SF
Retail 143,500 40%  $215 $425 $485
Restaurant/Entertainment 216,500 60%  $440 $680 $588
Total/Average 360,000 100% $350 $578 $550
DSI, ULI

The following table compares our estimate of the project’s sales per square foot to other retail and entertainment

developments in the Midwest. Sales denote 2012 dollar adjustments of normal national economic conditions.

DEVELOPMENT STRATEGIES 47





Ballpark Village Market Study

Estimated Sales per Square Foot*

Project Location Retail SF Sales/SF Note

KC Power and Light Dist. Kansas City 465,000 SF $475 Estimate from CH Johnson Market Study, 2004
Denver Pavilions Denver 327,750 SF $517 ULl Case Study, 2001

Easton Town Center Columbus 599,900 SF $580 Easton Town Center, 2006

Ballpark Village St. Louis 360,000 SF $550 DSl Estimate

* Sales have been adjusted 1% per year to reflect current dollars
DSI, Cordish Company and ULI

Use of the BPV’s sales per square foot results in a capture rate of effectively all the unmet demand existing within
the downtown market. That is, with a current unmet demand of $197.4 million, this would support some 359,000
square feet at BPV’s projected sales of $550 per square foot. For all intents and purposes, this is equivalent to the

full amount proposed at Ballpark Village.

Downtown Supported Retail Space

Retail Opportunity $197,352,000
Estimated Sales per Sq. Ft. $550
Supported Retail Space 359,000 SF
Proposed Leasable Area (Ballpark Village) 360,000 SF
Capture Rate 100%

This is important to consider in light of other proposed retail projects in downtown, particularly Spinnaker Real
Estate Investments significant renovation of about 138,000 square feet of retail space in their Mercantile Exchange
and The Laurel developments. This space is presently under redevelopment with about one-third under lease. It is
intended to have a heavier emphasis on traditional shopping and dining than Ballpark Village, so it might not be
directly competitive, but the addition of this much space over the next few years will certainly create a competitive
retail environment. That said, it is also almost certain that such offerings in two parts of downtown will create
added demand because an even larger prospective market can be enticed to downtown for the wider range of of-

ferings.

We estimate that the Mercantile Exchange (MX) space will generate sales of about $350 per square foot, so this
proposed project would likely push supply beyond common understanding of potential demand. But full-build out
of both projects is several years into the future, a timeframe when much more housing is anticipated to be occu-
pied downtown, thus increasing retail demand, and this should be coupled with greater support from tourist attrac-

tions (especially the Arch) and higher office space occupancy as the national economy continues to improve.

The existing vacant space should also be considered in the analysis. Currently there are about 400,000 square feet
of vacant retail space in downtown. When added to the proposed retail space at BPV and MX, the total supply is
greater than the supported additional retail space. This indicates that an increase in market demand is needed to

support the entire inventory of retail space (existing, proposed, and vacant) at an acceptable vacancy rate.
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10-YEAR GROWTH SCENARIO

It is also important to consider additional retail demand that will be captured due to the improved retail climate
that will be created by the Ballpark Village, other proposed projects and typical market growth. Compared to the
previous scenario, which is relatively static, this second scenario projects demand over the next 10 years (2020)
after the project is completed and has reached stabilized occupancy. Both proposed retail projects (Ballpark Vil-
lage and Mercantile Exchange) plan to attract large national retailers and attractions that will draw from beyond the
traditional downtown retail base. The improved and unique urban shopping environment will continue to attract
more visitors and day-trip shoppers from within and outside the region. Accounting for this potential growth, a

10-year growth scenario is presented in the following tables.

Downtown Retail Demand in 2022
2022 Demand w/
Existing Demand Ballpark Village

MSA Residents (pop. 2,900,000)

25% make 1 add'l trip, $20 per trip $ 14,500,000
Downtown Residents $ 110,772,000 $ 138,465,000
Workers $ 138,180,000 $ 165,800,000
Convention/Visitors $ 257,500,000 $ 309,000,000
Total Demand $ 506,452,000 $627,765,000

Assumptions in the 10-year growth scenario include:

" 25% increase in downtown resident buying power, a combination of population growth and greater capture of
that buying power because of more downtown offerings.

*  Additional Ballpark Village traffic from the MSA.

" 20% increase in downtown worker spending due to job growth and greater capture of buying power.
" 20% increase in downtown visitor spending due to tourism growth.

To keep figures in current (2012) dollars, no increases were made due to increases in income. Sales per square foot

assumptions have also remained constant.

Under the 10-year growth scenario, not quite all of the
proposed, existing, and vacant retail space could be
supported by the market. Total retail demand is pro-
jected to be $627.8 million per year, while 100 percent
occupancy of the space projected for 2022 would re-
sult in sales of $657.1 million—more than the market
could support. But the variation is so slight (about
five percent) to indicate that statistical margins of er-

ror leads to a conclusion that market growth—both

Downtown Retail Supply and Demand: 2022

Total Retail Demand $627,765,000

Existing Occupied Retail Space 1,190,000
Supply @ $261/SF $309,100,000
Ballpark Village Space 360,000
Supply @ $550/SF $198,000,000
Mercantile Exchange/The Laurel Retail ¢ 138,000
Supply @ $350/SF $48,300,000
Existing Vacant Space 390,000
Supply @ $261/SF $101,700,000

Total Supply (Existing, Vacant &
Proposed Space)
Capture Rate

$657,100,000
105%

supply and demand—can reach equilibrium by 2022. In fact, of course, weaker spaces (badly managed, uncompet-

itively located, etc.) will be eliminated from the market, thus helping to achieve a supportable equilibrium.
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ABSORPTION OF PROPOSED RETAIL SPACE

Since there has been only limited construction of new retail and entertainment space in downtown over the past
five years, it is difficult to quantify a rate of absorption for the development area. Due to the long lead time in pre-
development for the project, official leases have not been initiated for the project; however, the developer has in-
dicated that there is significant interest in Ballpark Village from potential tenants and is very far along in the leasing

process, with one or more potential tenants interested in each of the development’s major spaces.

Cordish’s Power and Light retail and entertainment district in Kansas City is the most comparable development
currently underway in the Midwest. Phase 1 of the development includes 425,000 square feet of retail and enter-
tainment space and opened in Spring 2008. As of its opening, 95 percent of the space was leased. Through almost

four years of operation, the project remains over 90 percent occupied.

Construction on Ballpark Village is expected to begin in the summer of 2012 with substantial completion sched-
uled for the second quarter of 2014. We anticipate that the initial development phase of up to 100,000 square feet
of retail and entertainment space will be 95 to 100 percent leased upon completion in late 2013 or early 2014. An
additional 260,000 square feet of retail and entertainment space would be added to the development, based on the
performance of the initial development phase, increased interest from potential tenants and the overall retail mar-
ket. Our market projections suggest that this additional square space could reasonably be absorbed over the next

five to six years after the completion of the initial phase.
RETAIL AND ENTERTAINMENT CONCLUSION

After decades of decline, there have been several signs indicating that the downtown retail market has stabilized
over the past five years and is now showing improvement. Washington Avenue once had almost no retail store
fronts occupied, but is now over 75 percent occupied. Overall, lease rates and occupancies are stable, with a slow,
but steady growth of new merchants entering the market. A lack of modern retail spaces has likely hindered fur-
ther growth. Several new businesses are currently under construction and slated for opening throughout early
2012, adding 15,000 square feet of retail space. Another six shops and restaurants have signed leases or have an-
nounced plans to open in downtown over the next 12 to 18 months. These businesses account for an additional
20,000 square feet of retail space. There is a growing concentration of businesses opening in the blocks surround-
ing the Old Post Office, including Culinaria, a new supermarket. The market has taken advantage of newly con-
structed retail space in the Ninth Street Garage well suited to a large retail tenant. In addition, new doctors, den-

tists, and pet services are entering the downtown market to serve downtown residents and workers.

The empty and blighted St. Louis Centre mall has been closed and is to be converted into a parking structure with

modern retail and restaurant space.

Ballpark Village will provide downtown with a landmark shopping and entertainment destination that has been
missing for many years. The project’s design, mix of retail and entertainment venues unique to the region, and

location next to Busch Stadium will make this a “must see” destination for tourists and visitors to downtown. We
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expect that over half of the Ballpark Village traffic will come from out-of-town tourists and daytrip visitors from
the larger region with the other half coming from shoppers within the St. Louis MSA. Busch Stadium itself will
bring over three million potential customers to the development’s doorstep each April through October. Other

programmed events will keep the Ballpark Village active throughout the year.

Due to the large number of regional shopping clusters located in the surrounding area and the proposed mix of
unique shops, restaurants and entertainment venues, the proposed space will not draw from a traditional market

area, and instead will draw mainly from business and leisure visitors to the region, workers and residents.

The number of shopping, dining and entertainment opportunities in the area immediately surrounding the ballpark
is limited, yet this section of downtown is one of the most popular destinations for tourists in the region. Visitor
and other spending downtown can support the Ballpark Village and other proposed retail space, without affecting
overall retail occupancy in downtown. These new retail developments will improve the perception of downtown

as a shopping and entertainment destination.

Cordish indicates there is already substantial interest for the space in Ballpark Village, and nearly all of the first
phase spaces have signed letters of intent. Based on information provided by the developer and looking at similar
large-scale retail and entertainment developments in the Midwest, we anticipate the initial development phase of
Ballpark Village which will include 100,000 square feet of retail and entertainment space will be 95 to 100 percent
occupied by the anticipated completion date in late 2013 or early 2014. An additional 260,000 square feet in later

phases could be absorbed over the next five to six years.

Ballpark Village will be a significant addition to the overall downtown retail market which currently falls well short
of its potential to capture spending from downtown visitors, workers and residents. Together, Ballpark Village and
Mercantile Exchange will add large concentrations of modern retail space that offer opportunities for retail tenants
that could not previously consider a downtown location. In this more robust retailing environment downtown can

capture a more significant portion of the retail sales that have previously been lost.
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THE OFFICE MARKET

Ballpark Village will differ from existing office development in the region in many respects. With excellent visibil-
ity and access from Interstate 64 and surrounding downtown streets, plentiful parking in lower level and nearby
(off-site) garages, and a mix of quality retailers, restaurants, and entertainment venues (similar to that of Kansas
City’s Power & Light District), Ballpark Village will be a signature location for prospective office tenants. Ballpark
Village’s proximity to and affiliation with Busch Stadium and the Cardinals will provide additional visibility for

image-conscious firms.

i
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Moreover, office space can be integral to mixed-use development, creating market synergies with restaurant, hotel,

and retail activities. The plans for Ballpark Village include 750,000 squate feet of both corporate office and specu-
lative or general office space to be constructed in multiple phases. The developer and the city have both expressed
their confidence in attracting several large corporate tenants, which could occupy a large portion of the office

space.

A number of factors affect the success of both corporate and speculative office space, including the state of the
economy, regional dynamics, and submarket dynamics. Corporate office relocation occurs as a function of com-
pany-specific economic development trends and opportunities, and is influenced more by the region’s relative suc-
cess at business retention, recruitment, and expansion efforts than by broad market forces. Speculative office is
market driven and can occur in either a stand-alone office facility or as part of mixed-use buildings that also con-
tain retail and/or residential development. There are additional factors which affect the speculative market specifi-
cally — location, competitive market position and realistic expectations for absorption, lease rates, and occupancy

rates.

We first investigate broad office trends to gain perspective on the downtown market within the greater St. Louis
regional context. Then, we assess trends within the competitive market. Finally, we state our conclusions based

on the previous information
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REGIONAL OFFICE SUPPLY OVERVIEW

The St. Louis Metro office market is comprised of 124 million square feet of space, with roughly 37 million devot-
ed to Class A space, 56 million to Class B space, and 31 million to Class C space. The overall vacancy rate is 11.6

percent, with Class A and B space having higher rates than Class C space.

From 2000 to 2002, total regional of- St. Louis Metro Office Trends

fice vacancy elevated from 7.2% to Occupied and Total Space
CoStar 2012
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into the market. Since 20006, regional

vacancy began to climb as the nation was beset by another economic recession. That vacancy peaked in 2009, but

has inched up slightly since then to 11.% as of the first quarter of 2012 due to very modest additions to the market.

The chart below illustrates the relationship between office vacancy and new construction. In 2004, office con-
struction neatly came to a halt, and the vacancy rate began to decline. Construction accelerated in 2005 and 2006,
and regional vacancy again began to increase in 2007. Deliveries continued in 2008 and 2009, even as absorption
decteased; thus vacancy peaked in 2009/10. Recent increases in office space deliveries in the region suggest im-

provements in the economy, though uncertainty remains high for more robust growth.
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Office Trends
St. Louis Region, Class A Space
CoStar, 2012
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One interpretation of the above table is that there is an oversupply of office space, and much of the new product
in the matket needs to be absorbed before new construction is justified. This is partly true. However, it is also
true that some of the new office space replaced lower quality or functionally obsolete space. There will likely be
some demand in the ensuing years for new, higher quality space that meets the unique needs of specific tenants.
Some of the functionally obsolete space in the market should likely be brought off the market (either through
adaptive reuse or demolition and redevelopment) or downgraded to Class B or Class C space. In this manner,
Ballpark Village might deliver new space to a tenant who seeks a more competitive location, higher quality space,

ot both, even though the overall market has a relatively high vacancy rate.

Presently, just 550,000 square feet of Class A office space is under construction at two sites (a new headquarters
for BJC Healthcare in the Central West End and new space at the Streets of St. Charles in the city of St. Chatles);

this relatively low volume of new product delivery should lead to stable or declining vacancy rates.

The St. Louis office market is typically grouped into seven distinct geographic submarkets, as indicated in the fol-

lowing table which shows the inventory of Class A space alone:
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Class A Office Space
Select Submarkets, St. Louis MSA

Vacancy Under Quoted

Square Feet Rate Construction Rates

St. Louis City 14,000,000 12% 300,000 $19
Downtown St. Louis 13,100,000 12% 0 S19
Central County 8,000,000 10% 0 $29
Clayton 5,400,000 11% 0] S25
Creve Coeur 200,000 27% 0 543
Illinois 510,000 27% 0 S23
North County 6,000,000 8% 0 $21
South County 740,000 13% 0 $22
St. Charles County 2,700,000 10% 0 $20
West County 4,900,000 10% 0 $23

Source: CoStar 2011 4Q
St. Louis City is the largest submarket in the region, with downtown comprising the majority of the city’s invento-
ry. Downtown also has the densest concentration of Class A office space in the region with 13.1 million square
feet of space within about two square miles. Downtown has struggled, however, exhibiting somewhat high vacan-
cy as well as the lowest average lease rate for Class A office space with no significant net additions since 1989. As

the table below demonstrates, there is a correlation between building age and lease rates:

Office Space by Year Built
Metro St. Louis, All Classes

Lease
Year Built Square Feet* Rate** Occupancy
2000-Present 21,600,000 $20.6 93%
1990-1999 13,700,000 $21.0 89%
1980-1989 28,200,000 $19.0 86%
1970-1979 20,200,000 $18.4 90%
pre-1970 39,900,000 S14.7 86%

Source: CoStar 2012; *Some office space notincluded; **Listed lease rate

This lack of new inventory in downtown essentially means that any proposed new office development in down-
town becomes a “chicken and egg” issue. That is, there is a question as to whether the downtown market is pet-
forming poortly because it has no new office space, or does it have no new office space because it is performing
poorly. While it is likely that both explanations are at least partly true, it is also likely that some amount of new

office space in downtown is likely to perform well.

DOWNTOWN OFFICE SUPPLY TRENDS

Downtown St. Louis, the largest office submarket in Metro St. Louis, contains roughly 29 million of the region’s

124 million square feet of office space —a 23.5 percent regional share.
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The downtown office market consists of 232 office buildings, 28 of which are Class A properties. The table below

shows that Class A properties achieve higher lease rates than Class B and Class C properties.

Office Space by Class

Downtown St. Louis and Clayton

Under
Number of Gross Leasable Vacant Space  Vacancy  Constructio  Quoted
Office Class Buildings Area (s.f.) (s.f.) Rate n(s.f.) Rates

Downtown St. Louis

A 28 13,091,000 1,616,000 12.3% 0 $18.98

B 95 10,666,000 2,568,000 24.1% 0 $14.33

C 109 5,352,000 485,000 9.1% 0 $12.77

Total: 232 29,109,000 4,669,000 16.0% 0 $15.36

Clayton

A 23 5,363,433 571,493 10.7% 0 $25.11

B 70 3,545,415 290,606 8.2% 0 $19.33

C 98 2,021,949 181,785 9.0% 0 $18.52

Total: 197 10,145,433 1,044,493 10.3% 0 5$23.51

CoStar, 20114 Q

With 13.1 million square feet of space, the downtown Class A office market is the largest in the St. Louis region.
In reality, much of this space could probably be graded as “A-minus/B-plus” space, since the newest propetties
were built in the 1980s and many properties have a dated feel, lack the coveted LEED certified status that many
new buildings offer, and do not necessarily offer attached parking. Quoted rates average $18.98 per square foot

per annum, but conversations with brokers indicate that actual achievable lease rates are roughly $17.50.

In evaluating the downtown Class A office market, it is hard to exclude the Clayton Submarket, which is the se-
cond-largest employment center in the region, and the premier Class A office market. Compared to downtown,
Clayton’s Class A vacancy rates are lower, and its average lease rates are high. Like downtown, it is built on a
walkable grid (and thus offers a similar environment to office tenants), yet it is more accessible to affluent West
County executives, thus giving it a key competitive advantage over downtown, and generally achieves the highest
lease rates in the region. Over the past decade, office successes in Clayton have demonstrated that regional de-
mand for quality, highly-visible new office space exists, even as the downtown appears to be slumping. Ballpark
Village, with its good accessibility and heightened visibility, could help downtown offer product differentiation
relative to Clayton, and leverage this competitive advantage to capture a greater portion of regional demand for

new Class A office space.
Lease Rate and Vacancy Overview

The downtown St. Louis office market has softened during the two recessions in the past decade. During the first
recession, lease rates declined, and never fully recovered. Vacancy did not increase substantially, however. During

the second recession, vacancy increased significantly.
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Downtown Class A offices have historically had lower vacancy than regional Class A Space. Since 2007, this trend

has reversed, as shown in the chart below.

Class A Vacancy Trends
Source: CoStar 2012

15%

10%

5% =~
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 QTD
Q. 1 1Q @ 1 1 14 1 1 1 14 14

e DOWNtOWN === Metro

Interestingly, regional Class A vacancy had declined and stabilized after 2002, while downtown vacancy climbed
upward in recent years. This may be because downtown lost tenants that desire new space (particularly to Clay-

ton), and these tenants have been lured by new product that is only offered elsewhere in the region.

Downtown Class A lease rates typically lag behind regional rates; this gap had narrowed a bit after 2005, but ap-

pears to again be widening again, as shown in the following chart.

Class A Lease Trends
Source: CoStar 2012
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Class A rates are indeed lower downtown than elsewhere. The chart above seems to indicate that lease rates have
remained constant during and after the recession of 2008. However, the rates reported are “listed rates”. Anecdo-
tal information indicates that actual lease rates are one to two dollars lower, on a per square foot basis, and tenants

have used the high regional vacancy as leverage in renegotiating lower lease rates.
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Still, the lower lease rates in downtown, relative to the region, are at least partially explained by the relatively old

age of downtown Class A properties, as well as their lack of attached, dedicated parking.
Impact of Parking on Occupancy/Vacancy

The presence of dedicated parking spaces (at least two spaces per 1,000 square feet of gross leasable area, or GLA)
has a significant impact on downtown office vacancies. The following chart shows that buildings which provide
dedicated parking areas for their tenants experience markedly lower vacancy rates than those buildings that do not.
In terms of vacancy, buildings with dedicated parking were relatively insulated from the general market decline that
occurred downtown from 2000 to 2003. While vacancy for properties with parking has crept upward since 2008, it
remains substantially lower than the overall downtown vacancy rate for Class A space. This carries significance for

Ballpark Village, which has substantial amounts of on-site, adjacent, and walkable parking available.

Vacancy Trends and Parking Ratios

Downtown St. Louis Class A Office
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Absorption and Delivery Trends

As noted eatlier, the St. Louis metro area office market experienced a decline in construction due to oversupply as
long ago as the year 2000. Still, the average annual delivery of Class A space in the region from 2002 to 2010 was
630,000 square feet (and 1.2 million when including Class B and C space). However, a negligible amount of this
Class A space was captured by downtown. The following chart displays downtown absorption and vacancy pat-

terns since 2000.
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Office Trends

Downtown St. Louis Class A Submarket
CoStar, 2012

2.00 16%
14%
1‘50 '..... ......'.....l.l
o 12%
2 = 10% &
Lgé g 1.00 E
v = o‘.'."-o. o.. o, =
§.§ e teey.e 8% é
U‘-E oo ceecc’ Q
§£o050 . % S
4%
0.00 = N - =
2000 2001 2002 20& 20&1 2005 2006 20' 20 20 2010 2011 QTD 2%
-0.50 0%

Deliveries mmmm Absorption eeeeeeVacancy

The above table shows that 2007, 2008, and 2009 were very bad years for downtown Class A space, with signifi-
cant negative absorption and increases in vacancy. While this can be attributed to a number of factors, such as
urban flight, certainly the lack of new, marquee space has contributed to the downtown’s lack of competitiveness.
If nothing else, new space downtown would likely help retain some of its existing tenants that must look elsewhere

for new space.
Impact of Highway Accessibility

Interviews with downtown office brokers indicate that the south side of downtown has some marketability ad-
vantages over the north side. Because of its proximity to I-64 exit ramps and better parking space ratios, the south
side of downtown (defined as the area south of Market Street), has greater appeal because it reduces commute
times. This is particularly true in the downtown core, which comprises 24 million of downtown’s 26 million square
feet of office space. Average vacancy of office buildings is roughly the same, at 16 percent, but the south side
achieves higher lease rates, on average. Office space to the south has average list rates that are greater by almost $4
square foot than those to the north ($19.42 compared to $15.60). This is encouraging for prospective new office

construction at Ballpark Village because it demonstrates the relative strength of the site.

DEVELOPMENT STRATEGIES 59





Ballpark Village Market Study

Impact of Earnings Tax

A topic of great controversy is that of the earnings tax and its purported impact on downtown’s marketability as an
office location. 19 The City of St. Louis levees a 1.5% tax on employee earnings, 1% of which is paid by employees
and 0.5% which is charged as a payroll tax to employers. Cities such as Clayton and Creve Coeur, which have no
such tax,!! have exploited this as a competitive advantage. However, higher property tax rates often counteract the
difference. The business cost of the earnings tax can be offset by various financial incentives which the City has in
place. Further, the net effect of the employer tax is lessened when considering that downtown lease rates and

property tax rates are often lower than those in competitive office markets in the suburbs.
COMPETITIVE MARKET ANALYSIS

The Ballpark Village proposal consists of both corporate and speculative office space, to be constructed over mul-

tiple phases, for a total of up to 750,000 square feet.

In the speculative office matket, new construction at Ballpark Village will compete with Class A office properties
in downtown as well as properties in Central County where the bulk of new office construction is occurring. Ball-
park Village has the potential to draw (or “siphon”) tenants from existing downtown buildings, where numerous
Class A properties compete on price as commodity space. But with new, highway-accessible buildings, the project
will enable downtown to compete for tenants that would otherwise explore Clayton, Creve Coeur, or other Central
County locations. In addition, Ballpark Village is poised to attract large tenants from outside the region that are

attracted to the image and visibility afforded by the pedestrian-friendly, mixed-use entertainment district.

In general, Class A properties in downtown have not performed as well, particulatly in terms of lease rates, as new
Class A properties in the Central County submarket. Downtown Class A properties are at least 20 years old; the
last non-government office building was constructed in 1989. In sharp contrast, none of the selected Central
County properties were built before 2000. In addition, downtown properties have comparatively poor parking
ratios (typically one per 1,000 square feet, compared to 3.5-plus for the selected Central County properties). With-

out considering location, the downtown Class A properties are competitively disadvantaged.

In terms of occupancy, most competitive properties downtown are operating at occupancy rates that exceed 90
percent. There are a few exceptions, and these properties bring down the overall market figures for downtown.

At 93 percent, U.S. Bank Plaza is performing well, as are several other Class A properties. However, 600 Washing-

10 Missouri voters passed a state constitutional amendment in November 2010 to cause the City of St. Louis to hold an election in
April 2011 among city voters to determine if the city voters want to continue the earnings tax in the city. If the earnings tax is disap-
proved, the City will have ten years to phase it out. If the earnings tax is retained, a similar local election must be held every five years.
This uncertainty about the future of the earnings tax may affect the bond ratings of the City, but public opinion so far supports its
continuation, so the tax’s potential demise is not modeled in this report.

' In fact, such cities ate now constitutionally unable to impose such taxes, even if enabled by the Missouri Legislature. In 2010, Mis-
souri voters amended the state’s constitution to disallow any cities to impose earnings taxes, other than St. Louis and Kansas City
where the earnings tax has been in place for half a century or more.
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ton has been performing particulatly poorly. This can be directly attributed to its direct connection with the failed
St. Louis Centre mall. As recently as 2009, occupancy had fallen to 15 percent as several large leases expired. With
financial incentives from the city the buildings new owner has undertaken a significant renovation which will also
reorient the main entrance from lightly travelled 6t Street to the more prominent Washington Avenue facade. The
building will also benefit greatly from the conversion of St. Louis Centre to the Mercantile Exchange parking and
retail development. A large law firm has moved into the building from other space located within downtown. As
a result occupancy has improved to 49 percent. Interest from prospective tenants has also increased dramatically.
Significantly, 10 South Broadway currently has one of the highest occupancies. It has adequate attached parking, is
adjacent to the Ballpark Village development area, and has good accessibility to the highway network. It has main-

tained a high occupancy despite its age of 35 years, demonstrating the strength of the location.

The following list offers selected Class A office properties in the downtown/Central County submarkets:

Selected Class A Office Properties
Metro St. Louis

Listed
Lease**  Year Built/ Parking
Building Name Address Square Feet Occupancy (pers.f.)  Renovated  Stories Ratio®
Downtown St. Louis
Metropolitan Square 211 N Broadway 1,170,000 82.3% $20.07 1989 42 1.0
U.S. Bank Plaza 505 N Seventh Street 660,000 89.4% $19.00  1975/2002 36 1.0
Peabody Plaza 701 Market Street 409,000 98.7% $22.00 1986 15 1.0
Deloitte Building 100 S Fourth Street 250,000 89.4% $14.00 1986 12 -
Bank of America Plaza 800 Market Street 750,000 83.9% $20.11 1982 30 0.5
10 South Broadway 10 S Broadway 400,000 97.4% $16.89  1971/1993 21 4.2
One Financial Plaza 501 N Broadway 430,000 100.0% - 1985 12 1.0
St. Louis Place 200 N Broadway 340,000 89.2% $14.00  1983/1990 21 0.8
Bank of America Towe 100 N Broadway 510,000 69.8% $18.00 1976/2003 22 0.3
600 Washington 600 Washington Avenue 375,000 48.9% $18.75 1986 25 1.0
City/Central County
Highlands Plaza | 1001 Highlands Plaza Drive 146,000 100.0% $21.75 2001 5 4.6
Highlands Plaza Il 5700 Oakland Avenue 64,000 92.2% $23.17 2009 4 5.0
Highlands Plaza Il 5700 Park View Place 82,000 100.0% - 2008 4 5.0
Cortex | 4300 Forest Park Ave 165,000 100.0% $22.00 2005 3 2.5
CityPlace Three 3 CityPlace Drive 230,000 95.1% $25.50 2002 11 4.0
CityPlace Four 4 CityPlace Drive 100,000 94.8% $24.00 2001 4 3.5
CityPlace Five 5 CityPlace Drive 85,000 87.1% $26.00 2006 3 3.9
CityPlace Six 6 CityPlace Drive 210,000 95.9% $26.63 2007 10 -

The Meridian Il 1405 S Hanley Road 45,000 96.1% $37.50 2009 3 5.0
Centene Plaza 7700 Forsyth Boulevard 485,000 95.8% $32.86 2010 17 3.0
Shaw Park Plaza 1 N Brentwood Boulevard 274,272 100.0% - 2000 14 3.5
The Plaza in Clayton 190 Carondelet Plaza 325,000 95.5% $28.63 2001 16 4.6

CoStar, 2012 *Under Construction **Leases are assumed to be full service 0Parkingspaces per 1,000 s.f. of GLA
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The CityPlace properties, Shaw Park Plaza, and The Plaza—all in Clayton—demonstrate the success of new prop-
erties even as regional lease rates stagnate and vacancies increase. These properties exploited a niche market for

quality office space, drawing tenants from older properties.

The Highlands Place properties are particulatly significant because they are located in the City of St. Louis at
Hampton Avenue and I-64 and are performing quite well. The combined occupancy rate for these modern prop-
erties is 95 percent. The properties have excellent visibility along 1-64 and good freeway accessibility. Highlands
Place I took time to lease up, but is now operating at 100 percent occupancy. Highland Place 1I and 111 pre-leased
rapidly, though Highlands Place II has struggled somewhat in the current economy. Asking lease rates of $26.50

to $27.50 are substantially higher than those of downtown Class A properties.

Offering lease rates at Ballpark Village that are similar to those at the Highlands would likely make the project
competitive, since it would offer a discount to Clayton properties, but would offer good accessibility, parking, and

visibility, as well as newness, as well as adjacency to restaurants and entertainment in Ballpark Village.

ANALYSIS OF DEMAND

Office demand can be calculated by using employment projections to determine future space needs. First, using
employment projections provided by the Missouri Economic Research and Information Center (MERIC), DS de-
termines the annual number of jobs that will be added by occupation. DS then translates this into a quantity of
office demand that each industry will generate (using data on per-square foot usage per employee, by occupation,

which is provided by CoStar).

Based on current projections, the addition of roughly 2,400 new office jobs, annually, will require 730,000 square
feet of new office space each year. But, based on the average figure from 2002 to 2010, development history indi-
cates that the region is more likely to add roughly 1.2 million square feet per year (because much office growth is
driven not by job growth, but by existing tenants who desire new space because of obsolescence, growth or con-

traction, etc.).
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Projected Annual Office Demand Matrix
St. Louis Metropolitan Statistical Area

Employment
Occupation Estimated Projected ~ Average ) Number Annual 10%
Numeric  Annual % Office  of Office SF/ Office Vacancy

Office Category 2008 2018  change Change  Users* Users Employee** Space  Factor***
Management Occupations Conventional 44,770 45,230 569 60 100% 60 300 18,000 19,800
Business and Financial Operations ¢ ontional 50,420 54,920 4,545 450 100% 450 260 117,000 128,700
Occupations
Computer and Mathematical Conventional ~ 82,820 90,080 7,460 750 90% 675 230 155,000 170,500
Occupations
(ATEECGEIITRS S EGMEaing Conventional ~ 18,490 18,560 31 0 100% 0 240 0 0
Occupations
Life, Physical, and Social Science Conventional 7,900 8,820 956 100 80% 80 290 23,000 25,300
Occupations
(ClommmuEy S SeeEE SEriEes Civi/Social 16,600 17,930 1,355 140 60% 84 230 19,000 20,900
Occupations
Legal Occupations Conventional 9,490 9,470 -52 -10 100% -10 400 -4,000 -4,400
(IR, RMTE), B LR Civic/Social 64,580 72,840 8,299 830 10% 83 230 19,000 20,900
Occupations
Arts, Design, Entertainment, Sports,  ; entional 19,890 20,890 994 100 50% 50 230 12,000 13,200
and Media Occ
IREEIHNEEITE PrGH HImENs g Medical 65,850 72,080 6,203 620 100% 620 280 174,000 191,400
Technical Occupations
Healthcare Support Occupations Medical 30,380 35470 5,095 510 100% 510 280 143,000 157,300
Protective Service Occupations Civic/Social 19,850 20,660 818 80 20% 16 230 4,000 4,400
Food Preparation and Serving - 96,660 105,710 9,056 910 0% 0 230 0 0
Related Occupations
Bl & EReues Cleewming & . 43,110 43,070  -48 0 0% 0 230 0 0
Maintenance Occup.
Personal Care and Service Conventional ~ 35,040 41,240 6,196 620 5% 31 260 8,000 8,800
Occupations
Sales and Related Occupations Conventional 120,060 120,620 642 60 20% 12 230 3,000 3,300
Office and Administrative Support ¢\ entional 198,260 199,780 1,483 150 100% 150 230 35,000 38,500
Occupations
Totals: - 924,000 977,000 54,000 5,370 - 2,811 - 730,000 800,000

Projections provided by Missouri Economic Research and Information Center (MERIC)

*Factor applied by Development Strategies **Provided by CoStar Tenants, 2010 **Assumes add'l 0% office development
Based on supply and demand indicators, DS forecasts average regional office growth of 1.2 million square feet of
space, with 60 percent being Class A space (720,000 square feet) and 40 percent being Class B space (480,000

square feet).
Ballpark Village Office Capture

As noted in the supply analysis, downtown’s capture of regional office growth was negligible in the past decade.
Based on the factors presented in the supply analysis of this report, DS finds that by offering new office product
with ample parking and easy highway access, the Ballpark Village project can help downtown increase its capture

of regional office growth.

As case studies over the past decade, Clayton captured 13 percent of the region’s Class A office growth, CityPlace
captured 12 percent, and the Highlands captured five percent. However, these projects primarily captured non-
medical space. Since medical space comprises nearly 50 percent of current office development, it is estimated that
both CityPlace and Clayton captured roughly 25 percent of non-medical space. The Highlands captured roughly

10 percent of non-medical office (we have excluded its medical component for this analysis).

It is likely that Ballpark Village could capture a greater share of regional development than the Highlands, because

the site will offer more amenities. DS therefore deems this capture rate conservative for Ballpark Village. Con-
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versely, the Clayton figure may be aggressive. Therefore, a capture rate 10 percent is deemed conservative, 15 per-
cent is deemed moderate, and 20 percent is considered aggressive. The following table displays the resulting esti-

mated 10-year capture of non-medical, Class A space for Ballpark Village:

Projected Class A Office Demand (Non-Medical)
In Square Feet, St. Louis Bi-State Metropolitan Area

Office User Type

Conventional  Civic Total

Annual Office Employment Growth 1,498 183 1,681
Annual Regional Demand (in millions) 0.40 0.05 0.45

5 Years 2.0 0.25 2.3

10 Years 4.0 0.50 4.5

15 Years 6.0 0.75 6.8
10 Year Downtown Capture (in millions)

Conservative (@ 5%) 0.2 0.0 0.2

Moderate (@ 10%) 0.4 0.1 0.5

Aggressive (@ 12.5%) 0.5 0.1 0.6
10 Year BPV Capture

Conservative (@ 5%) 400,000 50,000 450,000

Moderate (@ 7.5%) 600,000 80,000 680,000

Aggressive (@ 10%) 800,000 100,000 900,000

Employment Projections provided by Missouri Economic Research and Information Center (MERIC)
Office usership provided by Co Star, 2010; Data analysis and forcast by DEVELOPMENT STRATEGIES, 2012
Based on the above table, Ballpark Village is likely to capture between 600,000 to 800,000 square feet of office

space over 10 years.
CORPORATE OFFICE

Office market forces and cycles have little impact in the site selection process for corporate headquarters opera-
tions. Companies are more concerned with factors such as availability of land, incentives, a skilled workforce, and
the presence of entertainment and cultural amenities, particularly at the time the need for new facilities arises.
Ballpark Village is of sufficient size and prominence to attract a corporate regional campus. It is located near the
cultural, academic, commercial, and entertainment resources of the St. Louis region. Moreover, it offers good visi-
bility, attractive amenities, envious views of downtown and the Arch, and game day views of Busch Stadium. As a
result, the development area is likely to be attractive to a company inside or outside of St. Louis that is looking to

relocate its facilities.

Competition among municipalities for corporate offices is always intense, as evidenced by the contest earlier in the
decade for the headquarters for Express Scripts, a Fortune 200 firm. After several incentive-laden offers were
made, the firm decided to locate along 1-70 adjacent to the University of Missouri -St. Louis. Had the Ballpark
Village development area been available, it could have figured prominently in the company’s site selection process.

Ballpark Village is sure to be featured within the City’s economic development efforts.
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OFFICE CONCLUSIONS

A number of factors must be considered when assessing office demand, including short-term supply, absorption

and lease rates, as well as long-term employment, national office trends, and other policy and infrastructure initia-

tives. In addition, factors specific to the development of new space in downtown St. Louis are the following:

* Downtown St. Louis has a glut of relatively homogeneous “A-minus” office space, most of which was con-
structed in the mid-1980s;

" Because of the oversupply of A-minus office space, and the relative sameness of it, these properties must
compete as commodities underbidding the competition, leading to dropping lease rates;

®  There is a lack of new, high-profile space with adequate parking that offers the image and convenience that
many tenants throughout the region desire. These tenants are forced to move out of downtown, where new
space is offered,;

*  The pool of likely tenants for Ballpark Village consists partly of tenants that are already downtown, but seck
better space; and

*  The addition of new Class A office space will make Downtown and Ballpark Village, in particular, more com-
petitive in capturing regional office development.

Class A buildings generally have occupancy rates of roughly 85 to 90 percent. We conclude that Class A office
space at Ballpark Village can achieve above average occupancy and lease rates given the image, address, identity,
visibility, parking, and freeway accessibility that it will offer. Under current market conditions, an occupancy rate
of 93 percent is likely to be a realistic benchmark for successful occupancy if the property is built as currently pro-
posed. Morecover, if the developer and the city are successful in attracting a regional headquarters or other major
corporate operation from outside St. Louis to Ballpark Village, occupancy levels are likely to exceed this bench-

mark.

The proposed parking ratio for office space of three spaces per 1,000 square feet is a very attractive amenity that
typically ensutres occupancies of over 90 percent. Properties with a comparable amount of parking typically have
high occupancies—even those downtown. Moreover, Ballpark Village is adjacent to the Stadium Station of the
MetroLink light rail network, an advantage both for employees and for the retail and entertainment markets. In
the competitive market, the proposed property will have significant advantages over properties that are older, have
inadequate parking, have inferior locations, and generally do not offer the image and convenience that Ballpark

Village would offer.

If the project lacked existing commitments for large blocks of office space, it would likely take a few years to
achieve 93 percent occupancy. In this scenario, Ballpark Village would have to compete directly with new con-
struction currently underway in the Central County submarkets. We believe, however, that the introduction of
new Class A space in downtown will attract some tenants from the Central County area as well as from outside the
region, resulting in a shift in the future distribution of regional demand. In fact, Ballpark Village, with its good
accessibility and heightened visibility, could help downtown offer product differentiation relative to Clayton (its
chief rival), and leverage this competitive advantage to capture a greater portion of regional demand for new Class

A office space.

DEVELOPMENT STRATEGIES 65





Ballpark Village Market Study

Based on current absorption rates of Class A properties at Highlands and CityPlace, an annual absorption rate of
60,000 square feet is very reasonable, and a target of 75,000 square feet is not impossible—particulatly if one or
more large, corporate tenants are secured. This translates into 600,000 to 750,000 square feet of office space over

10 years.

We find the property could achieve an annual lease rate of $25.00 (though listed rates are likely to be higher), con-
sistent with other quality properties in Central County. Ballpark Village office towers would be superior Class A
buildings compared to the current Class A inventory in downtown. The office towers will offer modern facilities,
excellent views, and a visible location within an exciting urban district—all of which are unique and marketable

amenities.
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THE RESIDENTIAL MARKET

In the current economic climate, it is difficult to be optimistic about near-term residential development opportuni-
ties. Broad, long-term trends, both demographic and cultural, however, continue to be positive for downtown
housing and other urban environments. Therefore, while development of many types of housing products at Ball-
park Village may be risky in the first phase of development (say, the next two to three years), the opportunity to

build quality, market rate housing at some point over the next five to ten years is strong.

While the broader economy has technically climbed out of the “Great Recession” of 2008, unemployment remains
high, and the housing market has not recovered in same manner as other sectors of the economy. This slump in
housing development has cut across all sectors, both suburban and urban. Therefore, the slowdown in downtown
housing development is representative of the broader economic crisis, and not an indicator that downtown hous-

ing has, in and of itself, become undesirable in the market.
DEMOGRAPHIC AND CULTURAL SHIFTS

Research on demographic shifts, as well as cultural changes in lifestyle preferences all point to continued housing

demand, with greater emphasis placed on smaller, denser, housing units and more walkable communities. By 2040,

the United States is expected to reach a population of 400 million—an addition of roughly 100 million residents

from 2005. A 2007 study titled “The Next 100 Million” focused on the housing ramifications likely to be brought

on by the addition of 100 million people in the United States, as well as demographic shifts that are projected to

occur.!? Following are key observations:

®  The next 100 million people will require 40 million homes. Add 30 million replacement homes, and 70 million
homes will be constructed between 2005 and 2040, for an average of two million homes per year.

*  The population is aging; 41 million of the next 100 million will be over 65.

*  Households are becoming more diverse. In 1970, 44 percent of households had children. By 2040, this num-
ber will be reduced to 27 percent.

*  In 1970, 17 percent of all housing units were occupied by a single person. This had increased to 26 percent in
2000, and is projected to remain constant through 2040.

* Housing preferences are changing. The current supply of large, single family homes is already in oversupply
for the next decade.

The data above are significant for two reasons. First, it affirms that the housing market will indeed recover, in the
sense that more people will require more housing. So for a project like Ballpark Village, which has a roughly 10

year development horizon, it is reasonable to assume that demand for new housing will return at some point.

Second, it demonstrates that households, on average, are getting smaller, and that housing that targets families with
children is going to be in less demand than it has been in the past. More housing will be needed for seniors, sin-
gles, couples without children, and empty nesters. Homes with large lots and large areas—the home product that

has been prized above all else for the past several decades—will likely become just one type of housing in a range

12 Nelson, Arthur; Lang, Robert. “The Next 100 Million”, Planning Magazine, January 2007.
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of products needed to serve changing demographics. Thus, urban housing—including that which will likely be

introduced in a later phase at Ballpark Village—are finding their niche in the changing demographic environment.

Shifts in the broader culture also suggest that urban housing products will be in greater demand, not just because

of changing demographics, but because it is what many people prefer. Several studies over the past decade have

indicated that despite a sizeable minority of the population that currently would prefer to live in a more walkable

environment with a mix of uses (i.e. New Urban communities, downtown and city living...), conventional, large-

lot development in auto-oriented suburbs continues, overwhelmingly, to be the primary new housing product that

is offered, particularly in the for-sale market. One of the largest such studies, funded by SMARTRAQ,!3 produced

the following conclusions about housing preferences in Atlanta:

" 33 percent of residents in conventional suburbs prefer a more walkable environment.

= 49 percent prefer a neighborhood where they can walk to nearby shopping.

= 20 to 40 percent of residents showed a preference to compact, walkable neighborhoods, but only five percent
live in such an environment.

= 55 percent would prefer shorter commutes, even if it means living in a higher density environment with small-
et lot sizes.

= 55 percent would accept a smaller house if it meant more options to walk, cycle, or take transit.
" 53 percent prefer closer proximity to work over living on a cul-de-sac.

Other studies have yielded similar results, demonstrating that these preferences are not unique to Atlanta residents.
The implications for Ballpark Village in particular, and downtown housing in general, are significant. While many
of the survey respondents who prefer to live in walkable communities might choose a New Urban environment,
such as New Town in St. Charles, some percentage would certainly like to live downtown. It is this significant,
underserved niche market that will provide the demand for housing at Ballpark Village. So while the velocity of
construction and absorption of downtown housing has slowed substantially in recent years, this is more a reflec-
tion of problems in the broader housing market, rather than an indicator that demand for downtown housing has
“dried up”. Far from that, housing growth over the past decade in downtown was extraordinary. When the over-

all housing market improves, DS anticipates downtown will be poised to capture more housing growth.
DOWNTOWN HOUSING—A NATIONAL TREND

The boom in downtown housing in the past decade was not unique to St. Louis as cities across the country cap-
tured both latent and emerging markets for urban living by converting their oversupply of vacant land and/or un-
derutilized office and warehouse buildings into housing units. While development activity has certainly cooled in
recent years, a look back at the previous decade reveals that something truly exceptional happened. In many
downtowns, more housing development occurred in a few years than had occurred over several previous decades.
Some was fueled by speculation and the housing bubble, particularly in 2006, but it was driven by many more fac-
tors—many of which remain present, in a sort of dormant state, waiting to awaken once the overall market recov-

ers. Following are contributing factors:

13 Frank, Lawrence et al. “New Data for a New Era”, SMARTRAQ, 2007.

DEVELOPMENT STRATEGIES 68





Ballpark Village Market Study

* Low borrowing rates: low mortgage rates which encourage more homeownership; this factor, among others,
likely fueled the housing bubble.

*  Demographic shifts: the shift of the baby boomer generation from child-rearing to empty-nester status and,
thus, a decreasing desire for single family homes.

* Incentives and inducements: downtown efforts, such as business improvement district revenues used to
increase safety and improve aesthetics, and residential and historic tax incentives that encourage the creation
of supply by lessening costs to developers and/or buyers.

®  Cultural shifts: changes in lifestyle preferences among some toward more urban, walkable living.

= Adaptive reuse: the decrease in desirability of “B” and “C” class office space in many downtowns, which
causes owners to find economically alternative uses such as loft housing.

While no two cities are exactly alike, it is worthwhile to benchmark downtown housing efforts in other cities. Do-
ing so not only demonstrates the broader trend toward greater demand for urban living, but also to establish some
parameters in the total volume of housing units that might realistically be added in downtown St. Louis. The fol-

lowing table provides information on market rate downtown housing growth in other large cities:

Downtown Housing Development Comparison

St. Louis Detroit Columbus Kansas City Denver Milwaukee Cincinnati Indianapolis
Net Units Added 2004 206 210 678 718 819 560 210 917
Net Units Added 2005 368 296 342 604 429 180 333 156
Net Units Added 2006 1,375 470 424 869 1,277 566 227 456
Net Units Added 2007 940 340 142 696 913 952 95 117
Net Units Added 2008 472 380 276 309 268 108 97 229
Net Units Added 2009 507 300 153 344 1,310 796 10 76
Avg. Annual Units (2000-2009) 529 297 316 525 997 472 231 315
Units Under Construction 437 340 328 310 1,035 614 277 1494
Regional Population (in millions) (1990) 2.6 4.2 1.4 1.6 1.7 1.4 1.8 1.3
Regional Population (in millions) (2010) 2.8 4.3 1.8 2.0 2.5 1.6 2.1 1.8
Percent Regional Growth (1990-2010) 9.0% 1.1% 30.7% 24.4% 52.6% 8.6% 15.5% 35.7%
Downtown Area (sq. mi.) 3.6 5.5 2.2 3.2 8.0 1.7 2.1 3.5
Net Units Added Per Square Mile (2009) 141 55 70 108 164 468 5 22
Units Under Construction Per Square Mile 121 62 149 97 129 361 132 22

Source: ESRI (2000, 2011); Downtown organizations' websites, 2012

Downtown housing growth patterns in the markets indicated above apply to St. Louis in several ways. They
demonstrate that market-driven downtown housing can occur in slow-growth, Midwestern regions that are domi-
nated by the automobile. They also show that downtown population and housing growth can occur even as the
populations of many central cities decline, and St. Louis City has seen small population increases over the past two

years.

Despite the large number of units entering the market, the Midwest and St. Louis in particular has not seen the
severe over-building that has occurred on the coasts. The most notable example is in Downtown Miami where
building was fueled by demand from speculators, resulting in thousands of unsold units with even more condo

towers still under construction.

Overall, the Midwestern markets lack the boom and bust cycles seen in coastal areas. While the market is in a slow

petiod there are still opportunities for residential development in these emerging downtowns, including St. Louis.
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Over the past few years an “if you build it, they will come” attitude may have prevailed; however, moving forward

a more cautious and measured approach to this residential development can still create positive results.
REGIONAL HOUSING OVERVIEW

Analysis of regional housing trends affirms that the slump in housing development is not unique to downtown, but
in fact is a region-wide and national problem. Given the broad demographic and lifestyle preference data present-
ed in this report, it is likely that the downtown housing market will experience a recovery when the broader hous-

ing market recovers.
Permitting Trends

The chart below shows that, in each of the past four years, the market failed to support 6,000 permits, making the-
se years the worst in terms of building performance in three decades. As recently as 2005, nearly 16,000 permits
were issued, which neared a thirty-year peak.!* These patterns were not exclusive to single family development,

but also affected multifamily development.

St. Louis MSA Building Permits
1980-2011
Source: U.S. Dept. of Housing and Urban Development, 2012
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Over the last three decades, with several spikes and dips in building construction, an average of 11,489 residential
building permits were issued annually. While the regional housing market will take some time to recover, it seems
reasonable to project that regional permitting activity will again exceed 10,000 permits per year and perhaps even

average 11,700. In other words, development is cyclical, and the housing market is currently in an unusually long

14 A recent presentation by an economist at the Federal Reserve Bank of St. Louis demonstrated that the American housing industry
created essentially a 12-year supply of housing in just five years during the middle 2000s. While this contributed to the housing fi-
nance problems in the economy, it also slows the economic recovery because demand needs an abnormal amount of time to catch up
to supply. This overbuilding also took place to some degree in the mid-1980s, as shown, but this period was also characterized by
many more household formations than 20 years later.
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and deep slump. However, it is seems unlikely, given thirty years of historical evidence and regional growth rates
approximating one-third to one-half the growth rate of the nation as a whole, that the housing market will contin-
ue at its current sluggish pace for the next decade, or roughly the projected timeline for development of Ballpark

Village.

The historical permit chart for the city of St. Louis looks somewhat like an exaggerated version of the regional
chart, with a few aberrations. It shows spikes and dips at roughly the same times as the region, but the chart is
more influenced by the presence or lack of one or two marquee projects. The 1990’s were largely a “lost decade”

for housing development in the city.

St. Louis City Building Permits

1980-2011
Source: U.S. Dept. of Housing and Urban Development, 2012
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The average annual number of permits for the city over the last three decades is 395, about 3.5 percent of the re-
gional average even though the city’s population is over eleven percent of the region. Of course, most of the city
is built-out and there has not been the demand-push for new housing that is expetienced in edge suburbs, so pet-
mits for new structures should not be expected to be all that strong in the city. Permits in the past decade were
largely driven by development in downtown and the Central West End. Based on projected shifts in demographics
and lifestyle preferences, it is reasonable to project that the city will exceed the 395 permits figure once the broader

housing market recovers.
For-sale trends

Trends in the for-sale market indicate that things have improved somewhat from the nadir of the housing decline,
and demographics, consumer preferences and market fundamentals all point to a recovery at some not-yet-seen
point in the future. In the near term (that is, the next two to three years) there will be continued uncertainty about

the performance of the market.
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The next chart displays a trend in home sale prices that, by now, most Americans know well. Median home prices
in St. Louis, mirroring a national trend, increased substantially between 2004 and 2006, from $129,000 to
$148,000—an increase of 15 percent in just two years. Values tapered in 2007, and fell more dramatically in 2008
and 2009. By 2010, the median home price increased somewhat to $131,000, a slight increase over the 2004 figure.
Yet after this small positive spike, the median home price in St. Louis dropped again in 2011, below even the 2004

figure.

Median Sales Price of Existing Single Family Homes
Source: National Association of Realtors 2012
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It has been posited that the increase in 2010 was attributable to a federal tax credit program for first time home-
buyers, which stimulated sales for a time, but has now expired, as reflected by the decrease in home prices this past
year.

The graph to the right shows re-

Annual Change in Median Sales Price

) ) Existing Single Family Homes
to the nation and the Midwest. Source: National Association of Realtors 2012
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Despite positive growth for St. Louis in 2010 (through three quarters), median sales prices fell sharply into 2011,
with regional and national prices tapering off as well. As predicted, the discontinuation of a federal tax credit in-

centive in 2011 resulted in deflation of home sales prices.
Rental Market Indicators

While Ballpark Village does not anticipate rental housing options, it is nevertheless valuable to evaluate the rental
market in order to provide a basis for understanding the overall residential development potential within the great-
er St. Louis area. As the recession of 2007-2009 took hold, it appeared that the rental market would be the benefi-
ciary of the decline in the for-sale market. But even though rentals suffered less than ownership housing, the en-
tire housing market in the U.S. and St. Louis went into a tailspin. At present, however, recovery in the rental mar-
ket is less risky than multifamily for-sale products (e.g. condominiums) for one primary reason: renters are motre
flexible. One hindrance to selling for-sale products is that would-be buyers must, in turn, sell their own homes in
order to move. This has proven to be unusually difficult in recent years. Renters have no such problem and are

typically able to move at the end of a one-year lease.

Metro St. Louis Apartment Trends
Source: REIS, Red Capital Group, Marcus&Millichap
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In 2007, as for-sale housing prices fell, the rental market received a significant boost. However, the market suf-
fered greatly in 2008 and 2009, with significant negative absorption and a resulting increase in vacancy. As the
economy became worse, recent college graduates and others in their 20’s—a key market segment for rental hous-
ing—began moving back with parents or moving in with roommates to economize. Modest positive absorption

occurred through one quarter in 2010, and more modest gains were forecasted for 2011. According to 2012 re-
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ports from Red Capital Group and Marcus & Millichap, the market outperformed those expectations, with com-
pletions and absorptions both displaying positive growth throughout 2011. Additionally, the extended predictions
show vacancy is retreating to a 10-year, pre-recession low. Overall, these data reflect recovery in the St. Louis

rental market.

Metro St. Louis Annual Rent Increases
Source: REIS, Red Capital Group
6.0%

5.0%
4.0%
3.0%
2.0%
1.0%
0.0%
-1.0%

Rent Increase

\ 4

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011f
(2Q)

e Asking e CEffective

ST. Louis DOWNTOWN HOUSING MARKET

Though the pace has slowed significantly in the last three yeats, the total volume of residential development that
occurred in downtown St. Louis over the past decade is extraordinary. Since 2000, over 4,500 new units have been
added, doubling the amount of downtown housing units. This success can be partially attributed to a five-year
planning effort by civic leaders and the aforementioned national trend of downtown housing growth. By the end
of 2007, new residential development in downtown easily surpassed the goals set forth in the Downtown Now! Plan,

with over $4 billion invested in redevelopment and new construction.
Following atre a few facts relating to downtown housing:

®  Of the approximately 4,750 units added since 2000, 76 percent are market-rate properties.
" 306 percent of the new units are for-sale (i.e., owner-occupied)

®  The presence of for-sale units in downtown is particularly significant. Based on 2000 Census data, 98 percent
of the total downtown housing stock consisted of rental units at the beginning of the decade.

= According to the Partnership for Downtown St. Louis, roughly half of the new units that opened in 2005 and
2006 were for-sale.

The trend of for-sale development has slowed recently. An estimated 2,000 units that were in development in

2007—most of which were for-sale—were part of projects that have been abandoned. Still, many of the newest

rental projects include well-appointed units that could be rented as luxury rental units or sold as condos as market

conditions over the next several years allow.
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The Partnership for Downtown St. Louis (PDSL) produces an annual report that tracks housing development. In
2007, St. Louis added over 1,100 housing units to its downtown, 85 percent of which were market rate units. The
pace has slowed since that time to about 200 units per year, although at least 437 units were to be added in 2011 (a
detailed breakdown of housing development for 2011 has not yet been provided). A summary of downtown resi-

dential development activity is provided on the following table.

Downtown St. Louis Housing Development

Rental Rental Sale Sale Total Total
Year Properties Units  Properties Units  Properties Units
2000 1 26 2 66 3 92
2001 0 0 1 31 1 31
2002 1 48 2 101 3 149
2003 3 263 7 355 10 618
2004 4 154 2 52 6 206
2005 1 222 4 146 5 368
2006 10 905 8 470 18 1,375
2007 5 374 8 797 13 1,171
2008 4 189 1 24 B 213
2009 4 211 1 14 5 225
2010 3 99 1 55 4 154
Subtotal 36 2,491 37 2,111 73 4,602
Under Construction 2 437 0 0 2 437
In Development S 247 0 0 0 247
Total 41 3,175 37 2,111 75 5,286

Source: Partnership for Downtown St. Louis, 2012

While the amount of annual housing development has decreased significantly, the average annual addition of 460
housing units is an unqualified success for downtown St. Louis. It demonstrated that latent demand for down-
town living existed. This latent demand likely continues to exist, but the condition of the broader housing market

has slowed development in most sectors relating to the housing industry.

The successes in downtown housing did not happen in a vacuum. During the past 10 years, Washington Avenue
was transformed into a 24-hour district with numerous shops, restaurants, and clubs. Civic investments made
downtown cleaner and safer, and public spaces were improved—most notably, Citygarden, developed in 2008, is

an outstanding urban park and a substantial marketability amenity for downtown housing.

The following table displays the most recent occupancy rates for downtown rental properties for 2010, provided
by the Downtown St. Louis Partnership. Occupancy for all 3,461 market rate rental properties was 90 percent, and
a DS sutvey of competitive downtown properties (i.e., those that are both attractive and reasonably priced) brings
that rate up to 95 percent. According to the Downtown St. Louis Partnership, very few properties were added to
the rental market in 2010, whereas more new residential properties were added in 2011. One such property was

the 30-unit Warehouse Seven Lofts, which was fully leased within one month, and 400 additional units were added
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with the opening of The Laurel and the Park Pacific, both which are still pre-leasing. Further, DS recently sur-
veyed upscale apartments in the Central Corridor, and noted an increase in occupancy in 2011 for this property
class. We therefore conclude that an upscale rental property at Ballpark Village—particularly if retail and restau-

rant amenities are added—could be reasonably developed in subsequent phases at BPV.

Downtown Residential Occupancy Update
Through December 31,2010

Units Units Number of %

Available Occupied Residents Occupied

All Properties 7,978 7,176 13,029 90%
Sale Properties 1,816 1,611 2,439 89%
Rental Properties 6,162 5,565 10,590 90%
Affordable 2,701 2,457 5,418 91%
Market Rate 3,461 3,108 5,172 90%

Source: Downtown St. Louis Partnership, 2012

Despite downtown for-sale properties having a similar occupancy rate in 2010 to rental properties (89 percent
compared to 90 percent), price declines suggest that for-sale housing is likely to be too risky at present, but long-
term market fundamentals indicate that such a product is likely to be well-received at some later point when the

market has made a more robust recovery.

HOUSING SUPPLY

As this report has documented, development of new housing in downtown has slowed significantly, as has the
adaptive reuse, renovation, and rehabilitation of historic structures into housing structures. Quality residential
rental properties in downtown—which consists primarily of historic structures—have enjoyed reasonably high
occupancies, but the development of for-sale housing has more-or-less stopped, for the time being. Two upscale
rental products are about to be introduced into the market, testing the downtown’s ability to support more hous-
ing. One new high-end/luxury tower will also begin selling units in 2011, testing the ability of downtown to attract

affluent residents—seemingly a risky proposition at this time.

Given the current circumstances, the developer has elected to postpone housing development into a later phase of
Ballpark Village, which is prudent, given uncertainty in the market, particularly by lenders. This segment of the
study will provide parameters (i.e. rents and sale prices) for any housing that will be proposed at BPV in the future.
It is probably wise to hold off on developing for-sale housing; the development of rental housing is likely more
feasible, but waiting until a second phase could allow time for the market to recover, thus reducing the level of

development risk.

In addition to major downtown projects, this study examines some properties located outside of downtown in the
Central West End neighborhood and nearby Clayton. These locations offer urban, mixed use environments that

have traditionally garnered higher sale prices and rents. Today, these locations remain superior to downtown, but
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Ballpark Village would offer a unique environment that could generate premiums that allow it to more closely

compete with properties in these areas.
Rental

Most of the existing supply of market rate housing is centered on Washington Avenue and along Olive Street.
Most of these, including new properties The Laurel and Park Pacific, are renovated historic properties. A recent
DS survey of 14 downtown properties indicated that monthly rents for one-bedroom to three-bedroom units

range on average from $1.10 to $1.17 per square foot, or $1,237 to $1,828 in total rent per month.

A high-end apartment development at Ballpark Village, given its attractive location, and assuming attractive archi-
tecture and a vibrant entertainment district, will likely compete with some of the most attractive apartment propes-
ties in the central corridor. These apartments, summarized in the table below following the downtown properties,
generally have rents averaging from $1.42 to $1.49 per square foot. BPV units would have attractive views of the
ballpark, would benefit from the amenities included in the other blocks of Ballpark Village and, as a new construc-
tion property, Ballpark Village apartments could benefit from more attractive architecture, amenities, and features

such as private balconies.

The next table summarizes many of the most competitive high-rise and/or mixed-use apartment properties in the

St. Louis region.

Summary of Rental Competition - Downtown, CWE, & Clayton Area

One-Bedroom Two-Bedroom Three-Bedroom
Occ. #of Avg. Size Rent Avg. Size Rent Avg. Size Rent
Rate Units Rent (SF) PSF Rent (SF) PSF Rent (SF) PSF
Downtown
The Syndicate 100% 42 $975 1,097 $0.89 $1,250 1,394 $0.90
Paul Brown Loft Apartments 100% 125 $1,281 920 $1.39 $1,407 1,163  $1.21
Merchandise Mart Apartments 82% 128 $1,748 1,638  $1.07 $1,729 1,722 $1.00 $2,000 1,763 $1.13
Warehouse Seven Lofts 100% 30 $1,100 1,198  $0.92 $1,550 1,380  $1.12
Rudman on the Park 100% 48 $1,150 1,132 $1.02 $1,250 1,152 $1.09
Vanguard Loft Partments 98% 82 $938 925 $1.01
Fashion Square Loft Apartments 100% 96 $980 1,150 $0.85 $1,350 1,287 $1.05
Bee Hat Lofts 97% 36 $826 914 $0.90 $1,016 1,300 $0.78
Motor Lofts 93% 75 $962 910 $1.06 $1,373 1,270 $1.08
Packard Lofts 100% 33 $863 875 $0.99 $1,248 1,180 $1.06
Ely Walker Lofts 98% 87 $1,095 1,046  $1.05 $1,428 1,317 $1.08
The Bogen 75% 114 $1,330 1,288  $1.03 $1,469 1,456  $1.01 $1,708 1,627 $1.01
The Laurel* 213 $1,336 998 $1.34 $1,938 1,408 $1.38
Park Pacific* 230 $1,334 840 $1.59 $1,701 1,223  $1.39
Central West End
3949 Lindell Apartments 92% 197 $1,164 795 $1.46 $1,561 1,164 $1.34
MetroLofts 96% 213 $1,302 758 $1.72 $1,797 1,228 $1.46
Parc Frontenac 100% 202 $1,190 813 $1.46 $2,104 1,900 $1.11
Montclair on the Park 96% 201 $800 720 $1.11 $1,180 938 $1.26
York House on Lindell* 33 $1,773 1,078 $1.64 $2,575 1,567 $1.64
Clayton Area
Mansions on the Plaza 98% 92 $1,978 979 $2.02 $3,178 1,728 $1.84 $3,820 2,083 $1.83
Villas at Brentwood 98% 334 $1,135 849 $1.34 $1,843 1,195 $1.54 $1,995 1,575 $1.27
Allegro at the Boulevard 95% 74 $1,570 896 $1.75 $2,195 1,246 $1.76
Overall Market Average 95% 2,685 $1,229 937 $1.31  $1,712 1,324 $1.29 $2,179 1,654 $1.32

Some of the most attractive rental properties in the St. Louis region are as follows:
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= Pointe 400: is the closest high-end downtown property to the stadium, located one block east. This property
generally achieves rents of between $1.35 and $1.40 per month. It is reasonable to conclude that units within
Ballpark Village would perform better than those at Pointe 400, because it will have better ballpark views and
the benefit of BPV retail/entertainment amenities.

= MetroLofts: Located in the Central West End, this property has an attractive location near employment and
neighborhood amenities. It achieves rents of roughly §1.46 to $1.72 per squate foot, despite limited project
amenities. A product at BPV with a broader range of amenities is likely to do well.

= Allegro at the Boulevard and Villas at Brentwood: Allegro is part of the Boulevard lifestyle center. This
property benefits from a mix of retail/entertainment uses at the ground floor, as would apartments at BPV.
The Villas at Brentwood is a dense property that has many amenities within a short drive, but is not in a pe-
destrian-friendly environment. Apartments at BPV should be superior to both.

=  Mansions on the Plaza: located in University City, this became the premier rental property in the market by
default when Clayton on the Park (which achieved rents of $2.00 per square foot) was converted into a senior
property. The property has rents averaging from $1.83 to $2.02 per square foot, due largely to its comprehen-
sive amenities package. Rents at BPV will likely be lower, unless substantial amenities are offered.
In 2011, two large apartment developments opened in downtown adding over 400 apartment units to the market.
The Laurel (pictured on the right) and the Park Pacific feature upscale finished apartment units, in comparison to
the loft-type apartments that have dominated the apartment market downtown. Both are located in recently
rehabbed historic buildings within 0.5 mile of the stadium. They are priced well above other apartments in the
vicinity on a per square foot basis: $1.34 to $1.38 at The Laurel and
$1.39 to $1.59 at Park Pacific compared to the area average of $1.10
to $1.17. Yet these rents are still well below those at properties in
Clayton and the Central West End at $1.42 to $1.49 per square foot.
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A rental property at Ballpark Village could be successfully posi-
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tioned near the top end of the local rental market—above historic
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properties on Washington Avenue, but perhaps below service-heavy -

products in and near Clayton. The property would be newly-constructed and have modern architecture, competi-
tive amenities, a highly visible and prominent location in a vibrant mixed-use environment, and views of down-

town and the ballpark.

Monthly rents could range from $1.45 to $1.60 (per square foot) for an attractive, modern property with a reason-
able array of amenities. Rents might be increased to $1.70 to $1.80 for luxury rental units (the conditions for luxu-

ry units are outlined in the next section), and rents of $2.60 to $2.80 are reasonable for furnished, corporate units.
For-Sale

A residential component of Ballpark Village could be positioned as one of the premier properties in the St. Louis
market. Under present market conditions, in which there is uncertainty about the possibility of declining housing

values, lenders are hesitant to take risks, and potential buyers are having difficulty selling their homes, few condo-
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minium properties are being developed. The decision to develop a for-sale property at BPV should be dictated by
the conditions of the housing market at the time of development. While conditions are not favorable today, the
site would offer an attractive location for condominium development once the market recovers—perhaps in time

for the second or third phase of the project.

Two properties that are instructive for what might be proposed at Ballpark Village are Nine North and Park East
Tower. Both are located in the Central West End, near Forest Park, employment concentrations, and re-
tail/entertainment amenities. The location is perhaps somewhat supetior, but Ballpark Village would have its own
unique appeal. Park East Tower, an 89-unit high rise that offers panoramic views of Forest Park in a Central West
End location, sold out rapidly in 2005 and 2006, with most units priced between $350,000 and $550,000. Units
were priced at roughly $350 per square foot.

Nine North, with 52 units, was built as a mid-rise companion property, and opened in 2009, a generally unfortu-
nate year for housing. Pre-sales initially went well, but many buyers backed out as the market began to decline.
Whereas units were initially priced at $350 per square foot (generally ranging from $330,000 to $450,000), they
were marked down roughly 20 to 25 percent. As a result, most units have sold, at roughly $275 per square foot (or

$280,000 to $340,000).

Under current market conditions, per square foot pricing of $260 to $275 is reasonable for Ballpark Village,
though it would likely be best to wait to build until market conditions improve and lending standards loosen. If
conditions improve and values appreciate, there will likely be a market for mid-rise units priced between $300,000
and $400,000 ($275 to $300 per square foot) but, at present, $275,000 to $350,000 is probably more reasonable. A
high-end, high-rise property at BPV would likely be attractive and marketable at some point in the future (perhaps

a later phase), but that seems like a riskier venture in today’s economic climate.

Roberts Tower, a newly constructed high-rise in downtown, was scheduled to begin selling units begin at $575,000
in 2011. The project stalled, however, as the Roberts brothers became embroiled in lawsuits and owe $1.3 million
in state tax liens, all during the housing market slump. The empty tower lost its last remaining tenant, Shula’s 347
Grill, in December 2011. This development bust does not bode well for the high-end condo market downtown,

although condos in Ballpark Village would likely be competitively advantaged.

ASSUMPTIONS AND RECOMMENDATIONS REGARDING BALLPARK VILLAGE RESIDENTIAL UNITS

While Ballpark Village does not anticipate offering rental housing products, our analysis of the market suggests
that, if housing at BPV was to be constructed in the next two or three yeats, a mix of condominiums and rental
apartment units would be appropriate, but both products should be positioned at or near the top of the market in
the St. Louis region based on its prominent location adjacent to Busch Stadium within a new mixed-used devel-
opment. But housing products at BPV are scheduled to be delivered no earlier than 2017, a timeframe which
should allow the condominium market to recover sufficiently and competitively. This study assumes that the pro-

ject will introduce at least 250 for-sale units approximately five years from now.
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For-sale pricing should range from $275 to $300 per square foot, in 2012 dollars. Most units should range in size
from 1,100 to 1,600 square feet, with some larger, three-bedroom units, and a limited number of smaller, one-

bedroom units.
Units should provide at least some of the following amenities:

*  Modern lobby with doorman and concierge

*  Delivered meals from Ballpark Village restaurants

= Private chef available

= Clubhouse with wet bar and business center with conference room

®  Media room with projection television an theater seating

* Additional storage

= Outdoor balconies for all units

®  Shared roof top decks with entertainment areas, grill, pool, and ballpark views

* High-end kitchens with stainless appliances and optional upgrades, island, granite countertops, and natural
stone or tile floots

*  Bathrooms with natural stone or tile floors, twin vanities, and high-end fixtures and tubs with premium up-
grade options.
An upscale product would likely offer some of the above amenities as well, but certainly not all. A key difference

between upscale and luxury is that upscale products are not expected to provide the same level of services.
RESIDENTIAL DEMAND

The results of this demand analysis demonstrate that adequate support exists for residential development at Ball-
patk Village. Historically, the St. Louis region has sustained additions of nearly 12,000 housing units annually
(though this figure has been around 6,000 over the past four years). Independent studies demonstrate that some-
whete between 35 percent and 50 percent of the market would prefer to live in dense, walkable communities. This
can be provided in a number of settings, including Traditional Neighborhood Development (TND, or New Ut-
banism), first-ring suburbs, or urban infill—the latter of which best describes the proposed Ballpark Village pro-

ject.

A number of demographic variables can predict the type of community that this market for walkable communities
prefers—especially the presence or lack of school-age children (just 2.5 percent of downtown residents that com-
pleted a survey in 2011 reported that they have school-age children). By applying a few factors to a standard de-
mand methodology (which typically focuses on age and income), this portion of the study estimates the amount of
potential support for housing at Ballpark Village, and calculates penetration and capture rates to provide basic

measures of risk.
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Market Support from Income-Qualified Residents

Residents who buy housing typically have to “qualify” for financing, meaning they have to have sufficient income
to demonstrate that they can make monthly payments on mortgages. A figure of 35 percent of income devoted to
housing is a good benchmark for income qualification. Demographics indicate that households at the low end of
the pay scale tend to spend a bit more on housing (on a percentage basis), whereas more affluent residents tend to
devote a lower percentage of their income toward housing. Analysis of demographics helps determine the prices
at which tenants qualify, as well as the minimum amount they are likely to pay. In this way, one can estimate the
amount of housing, at different price points, which can be supported by a given population—typically within a

primary market area.

In addition to using income data to calculate qualified homes and likely buying prices for residents in the primary

market area, this study also projects likely tenure, using data on homeownership by houschold income.

The residential PMA for the project consists of the region’s “Central Corridor”—a roughly eight-mile stretch from
downtown St. Louis to downtown Clayton (and includes Midtown, the Central West End, Forest Park, and parts
of University City and Maplewood) that has most of the region’s high-density and/or high-rise housing, and nu-
merous pedestrian friendly neighborhoods and mixed-use districts. It is likely that residents in this PMA would be

most receptive to living in Ballpark Village.

As the following analyses will show, the best strategy for delivering housing to Ballpark Village with reasonable
absorption rates is to provide housing products at different price points. Since anything proposed at the site will
consist of new construction, and have several location advantages (e.g. highway access, entertainment amenities,
good visibility) residential development at the site should target residents seeking upper midscale, upscale, and
luxury housing products.

Market Demand
For-sale Housing - Primary Market Area

Qualified Owner Households

The following table estimates owner houscholds in the PMA as 55?0!(151 am

well as their mortgage affordability. Given the quality, location, o STmK -. ml
and scope of the proposed housing at Ballpark Village, for-sale
units will probably be targeted to housecholds that earn more
than $75,000 annually. This means that minimum prices are
likely to be around $270,000 per month for a smaller unit,
though most sale prices will be in excess of $350,000. The pie
chart at right displays the market support for units at various . S220K
price points, as well as the target market for Ballpark Village. - .

This chart can help inform the unit mix that is proposed at the

project, to ensure that adequate market support exists for units at different price points.
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Homeownership Market Demand
Residential Primary Market Area
M aximum Monthly Mortgage % Homeowner

Income Range Households Payment 1 Affordability M ortgage Affordability 2 Homeowner 3 Market
< $25,000 12,100 40% = = = = = =

$25,000 - $34,999 4,000 35% $700 - $1,000 $100,000 - $140,000 60% 2,380
$35,000 - $49,999 5,500 30% $900 - $1,200 $130,000 - $170,000 70% 3,860
$50,000 - $74,999 6,300 30%  $1,300 - $1,900 $165,000 - $270,000 80% 5,010
$75,000 - $99,999 4,100 30% $1,900 - $2,500 $270,000 - $350,000 90% 3,730
$100,000 - $149,999 3,500 30%  $2,500 - $3,700 $350,000 - $520,000 94% 3,270
$150,000 - $199,999 1,490 30%  $3,800 - $5,000 $530,000 - $700,000 97% 1,440

$200,000 - $249,000 890 27%  $4,500 - $5,600 $630,000 - $790,000  97% 870
$250,000 - $499,999 1,160 27%  $5,600 - $11,200 $790,000 - $1,570,000 97% 1,120
> $500,000 290 25% $9,500 $1,500,000+ 97% 280

' American Community Survey 2011- St. Louis M SA; 26%interest rate, 30 year term, 25%condo fee, taxes, insurance, utilities, 10%down; *American Community Survey 2011- St
Louis M SA; Income and Household data provided by ESRI 2012
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Calculation of Penetration and Capture Rates—Measures of Risk

Penetration and capture rates are simple measures to calculate risk. In essence, they help to ensure that there are
substantially more qualified residents in the market than units proposed. Penetration rates are calculated by divid-
ing the number of units proposed by the number of houscholds that would be likely to buy at Ballpark Village.
Capture rates further refine this measure by taking into account turnover (i.e., not all households are willing/able

to move in a given year) and often also take into account future population growth or loss.

Risk Measures for For-sale Housing

The following table calculates penetration and capture rates for 250 owner-occupied units, using a unit price distri-
bution that is recommended to make reasonable absorption and sale close-out targets achievable. The table ex-
cludes family households (i.e. households with school age children), which, based on demographics, represent
roughly 25 percent of the population. The table also factors out residents who do not favor dense, walkable envi-
ronments. Studies have shown that roughly 35 to 50 percent of the population prefers this type of environment;
however, the PMA consists primarily of walkable neighborhoods and mixed-use environments. Therefore, we
somewhat conservatively estimate that 75 percent of the population would be agreeable to this type of living envi-
ronment. As with the rental analysis, we estimate roughly 50 percent of tenants will come from the PMA, with
another 10 percent coming from elsewhere in the St. Louis region, and another 40 percent coming from out-of-

town.
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Calculation of For-Sale Housing Demand
Ballpark Village PMA

$130,000 $165,000 S270,000 $350,000 $530,000 S630,000  S$790,000  $1,500,000 Project

Sale Price Range $170,000 $270,000 $350,000 $520,000 $700,000 $790,000 $1,570,000 + Subtotal  Total
2010 Age/Income Qualified HH's 3,860 5,010 3,730 3,270 1,440 870 1,120 280 10,710 19,580
% w/o school-age children 75% 75% 75% 75% 75% 75% 75% 75% 75% 75%
% walkable, mixed-use 75% 75% 75% 75% 75% 75% 75% 75% 75% 75%
Refined Qualified HH's 2,171 2,818 2,098 1,839 810 489 630 158 6,024 11,014
Units Serving Income Group 0 0 60 80 30 20 10 0 200 200
Demand from PMA 50% 50% 50% 50% 50% 50% 50% 50% 50% 50%
Units Serving PMA 0 0 30 40 15 10 5 0 100 100
Penetration Rate 0.0% 0.0% 1.4% 2.2% 1.9% 2.0% 0.8% 0.0% 1.7% 0.9%
(Units +Qualified Renter HHs)
Estimated Annual Turnover 13% 13% 12% 12% 12% 11% 11% 11% 12% 12%
Annual Demand from Existing HH's 282 366 252 221 97 54 69 17 723 1,322
Units Serving PMA 0 0 30 40 15 10 5 0 100 100
One-Year Capture Rate 0.0% 0.0% 11.9% 18.1% 15.4% 18.6% 7.2% 0.0% 13.8% 7.6%
(Units + Qualified Renter HHs)
Five-Year Capture Rate 0.0% 0.0% 2.4% 3.6% 3.1% 3.7% 1.4% 0.0% 2.8% 1.5%

The above table indicates that with effective price distribution, capture rates can be made reasonable, particularly if
the units are delivered as part of projects in different phases, over a span of, say, five to six years. Given this price

distribution, it probably makes sense to introduce an upper midscale project and an upscale/luxury project.
ABSORPTION

The project will likely enter the market with a very high profile and with less competition than the market has seen
in several years. Since the residential units are not included in the initial development phase of the project, the for-
sale/for-rent mix of the residential component can be adjusted to prevailing market conditions to maximize the

marketability of the project and minimize the absorption of the units.

While there has been little by way of recent comparable condo or apartment development downtown or in the
Central Corridor, a number of projects over the past five years provide some indication of absorption rates that are
achievable either in the near-term (in the case of rental units) or over the longer term, following a market recovery
(in the case of for-sale units). We include rental examples here because of the dearth of recent owner-occupancy
products in order to demonstrate that well-designed and well-marketed housing products can continue to compete.
Some of the following projects, by the way, were originally intended as either for-sale units or a mix of rentals and
for-sale, but most have adopted a rental position at least for the short term. Development Strategies is of the opin-
ion that the bulk of the for-sale housing market in the United States will not fully recover until about 2017, though
some high-end and specialized products in niche locations—including Ballpark Village—should recover more

quickly. Following is a brief absorption analysis, relative to proposed units at BPV:

For-sale

* Nine North: (2009) A companion property to Park East Tower, this project struggled initially. Prices were
reduced 25 percent to $275 per square foot, and absorption increased to 1.5 per month in 2010.

Rental

* The Laurel: (2011) This downtown property began pre-leasing in June 2011, and finishing touches are still

underway. At the beginning of February 2012, 18 percent of its 205 units were occupied and 21 percent of
units were leased, yielding an absorption rate of 10 units per month.

DEVELOPMENT STRATEGIES 83





Ballpark Village Market Study

®  Park Pacific: (2011) This downtown property opened May 12, 2011, and leased 92 of its 230 units within four
months, yielding an absorption rate of 23 units per month.

*  York House on Lindell: (2011) At the beginning of February 2012, the 33-unit property in the Central West
End was currently pre-leasing with 22 units leased (65 percent leased).

*  Warehouse Seven Lofts: (2009-2010) This 30-unit property on Washington Avenue was renovated in 2009
and reopened August 1, 2010. The property manager indicated that the property was fully leased within one
month, giving it an absorption rate of 30 units per month.

Park Hast Tower and Nine North would be excellent products at Ballpark Village. These properties achieved $330
per squate foot in sales during the “boom years”. A price of $275 to $300 per square foot is likely to be competi-
tive at BPV, once the market recovers. An absorption rate of 2.0 to 2.5 units per month, following a market re-
covery, is reasonable. Assuming an 18 to 24 month presales period, this would mean roughly 36 to 60 units would

be sold at opening.

The above rental absorption rates vary greatly. A rate of 20 units per month indicates that units were initially un-
derpriced. A rate of five units per month indicates units were overpriced initially. At rents of $1.45 to $1.60 per

month, a monthly absorption rate of 10 to 12 units is reasonable.

RESIDENTIAL SUMMARY

The proposed Ballpark Village will provide an excellent environment for a niche market of renters (if BPV creates
housing in the next few years) and buyers (a longer-term proposition) who seek the excitement and convenience of
living in an entertainment/retail district next to a major league ballpark and close to not only thousands of job op-
portunities but also excellent commuter transportation networks. Given current market conditions, the developer
has wisely chosen not to develop housing in the first phase of the project, giving the battered housing market time
to rebound and “ripen” and new apartment projects to be absorbed into the market, so when housing is intro-

duced at BPV, conditions will be more favorable.
Conclusions

Stating that conditions are not suitable for residential development, particularly for-sale development, is stating the
obvious. Sale prices and sales velocity throughout the nation (and St. Louis region) are down substantially from

their peak in 2006 and likely will not return until 2016 or 2017.

However, long term demographic trends and consumer preferences all point to more compact, urban housing
products being in greater demand in the coming years, and Ballpark Village will be well-poised to capture some of
this demand. Between 2005 and 2040, the nation is expected to generate demand for 70 million new homes. The
market for new homes will increasingly not consist of families, but rather of seniors, empty nesters, singles, and
couples. In short, markets segments that will consider city living. At the same time, consumer surveys have
demonstrated that the supply of dense, walkable, mixed-use communities has not kept up with demand. As a re-
sult, there is ample reason to find that, while urban and downtown housing have been in a slump to match broader

trends in housing demand, the need for urban housing will return as the market recovers.
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During the peak of the housing boom, in 2006, downtown housing development was occurring at an unprecedent-
ed pace in cities across the nation. Downtown St. Louis added 1,375 units, while Kansas City’s downtown added
869 units and Denver’s downtown added 1,277 units. Latent demand for urban living had been uncovered—
consistent with the results of numerous consumer surveys and demographic data—and was being exploited in the
market. When the national housing bubble burst, downtowns were far from immune. Downtown St. Louis has
averaged roughly 200 new housing additions over the past three years. Still, the average annual housing additions
in downtown St. Louis—through one bubble and two recessions—was roughly 460, an extraordinary number (and

greater than the average annual permit figure for the whole city over a 30-year period).

Recent trends in housing indicate that there is need to continue to temper market expectations over the next few
years. The St. Louis region, which averaged nearly 12,000 housing permits over the past 30 years, has averaged just
6,000 over the last three. Median single family sale prices dropped 11 percent in St. Louis between the peak in
2006 and 2010. Rental housing, which performed well in 2007 (benefitting from uncertainty in the for-sale mar-
ket), also began to perform poorly. Vacancy increased from below seven percent in 2007 to nine percent in 2010.

Annual rent growth lowered significantly over the past three years.

Nevertheless, the long-term outlook for housing at Ballpark Village is good. It is likely that the project could sup-
port rental housing in subsequent phases. Sites should be set aside for for-sale housing, since opportunities are

likely to emerge when the broader market recovers.

The mix of restaurant, entertainment, services, and other uses, in combination with the ballpark amenity, at and
near Ballpark Village make it an excellent site to attract a niche market of residents who would pay a premium to

live in a 24-hour, mixed use environment.

It is assumed that roughly 250 to 300 rental units and 200 for-sale units would be built over several phases. Units
should feature modern design with quality, permanent materials, such as glass, steel, and masonry, and should take
advantage of ballpark views. Different products—both upscale and luxury—should be offered to appeal to differ-

ent markets (at different price points) and therefore broaden the pool of demand for housing at BPV.

The rental market is likely to be a less risky development in the near-term. Rents for an upscale project should
range from $1.45 to $1.60 per square foot. Unit sizes should range from 650 to 1,600 square feet. An absorption
rate of 10 to 12 units per month is reasonable. Apartments should be introduced in phases of perhaps 125 to 150

units.

For-sale housing should be built in later phases, since current condo projects have had to reduce rents 20 to 25
percent in order to sell. Assuming a market recovery, sale prices of $275 and $300 per square foot are reasonable.
Such prices will position units at the site as priced just below those in the Central West End, likely making them
very enticing to would-be buyers. Individual projects should not exceed 100 units, and should perhaps be smaller

than that, since even modest-sized projects need several years of presales to achieve total project closing in an ac-
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ceptable time period. While the project may pre-sell half its units quickly, an overall absorption rate of 2.0 to 2.5

units per month is reasonable.

DEVELOPMENT STRATEGIES 86





Ballpark Village Market Study

DEVELOPMENT STRATEGIES PROFILE

Development Strategies is a St. Louis-based consulting firm
with a national practice providing economic and market re-
search, strategic and land use planning, counseling, and
appraisal services. Our fields of endeavor include real es-
tate development, economic development, and community
development. The firm was founded in 1988 by the core
consulting staff of a predecessor firm.

Development Strategies’ mission is to help guide and in-
form sound decision-making by its corporate, institutional,
and public sector clients. The foundation of our services is
quality research and analysis. The depth and range of the
collective knowledge and experience of the firm’s profes-
sional staff are of great value to its clients in achieving ef-
fective implementation of their visions, plans, and strate-
gies.

Development Strategies ranks among the strongest inde-
pendent providers of development consulting and appraisal
services in America. At the same time, we frequently part-
ner on project teams that include architects, landscape ar-
chitects, urban designers, engineers, attorneys, social
workers, and other specialists.

The firm maintains a consulting staff of professionals with
graduate degrees in business administration, urban and
regional planning, economics, real estate development, and
urban design. Our staff holds a variety of professional certi-
fications and registrations, including: American Institute of
Certified Planners (AICP), Certified Economic Developer
(CEcD), Member of the Appraisal Institute (MAI), and Ameri-
can Institute of Architects (AIA).

Active membership is also maintained in the American
Planning Association (APA), International Downtown Associ-
ation (IDA), International Council of Shopping Centers
(ICSC), Congress for New Urbanism (CNU), International
Economic Development Council (IEDC), National Association
for Business Economics (NABE), and the Urban Land Insti-
tute (ULI).

SPECIALIZED SERVICES PROVIDED:

REAL ESTATE DEVELOPMENT

Appraisal

Site Evaluation & Selection
Project Programming

Land Use Planning

Market & Financial Feasibility
“Deal” Structuring

Public / Private Partnerships
Highest & Best Use Studies

COMMUNITY DEVELOPMENT

Needs & Capacity Analysis

Fiscal & Economic Impact Assessment
Community Participation, Visioning
Group Facilitation

Development Guidelines & Regulations
Development Program Evaluations
Attitudinal Surveys

Neighborhood and Corridor Plans

ECONOMIC DEVELOPMENT

Retention & Recruitment Strategies
Incentives Analysis

Economic & Fiscal Impacts
Assessments

Location & Business Climate Analysis
Industry Targeting & Cluster Analysis
Downtown Revitalization Strategies
Organizational Structure & Business
Planning

Market Analysis

Facilitated Strategic Planning

DEVELOPMENT STRATEGIES





Ballpark Village Market Study

ASSUMPTIONS AND LIMITING CONDITIONS

This study is subject to the following limiting conditions and assumptions:

Information provided by various secondary sources is assumed to be accurate. However, this information cannot
be guaranteed or construed to represent judgments by the consultant. Such information and the results of its ap-
plication by the consultant are subject to change without notice.

The future course of the St. Louis regional economy is based on our current understanding of the market and rep-
resentations made to us. The future course of residential development is difficult to predict and our forecast is
subject to change, although we deem our projections as reasonable given current information available.

We have analyzed the current economic conditions in the St. Louis metropolitan area and have taken them into
consideration in making our projections. However, should the local, regional, or national economies suffer a ma-
jor recession or depression, this will have a material effect on our projections.

Our analyses, opinions, and conclusions were prepared in conformance with the requirements of the Code of
Professional Ethics and the Standards of Professional Practice of the American Institute of Certified Planners,
the International Economic Development Council, and the Appraisal Institute, of which the principals and
other staff of Development Strategies are members.

CERTIFICATION

We certify that:

Neither Development Strategies nor any of its employees has any identity of interest with any member of the de-
velopment team.

Neither Development Strategies nor any of its employees has any ownership interest in the project.

Our fee for preparation of this study does not rely in any way on the recommendations contained herein.
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