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Purpose

Independent Advisory Services to 

the City of Richmond for the 

proposed Navy Hill Development

Main Focus

Review and opine on the 

reasonableness of assumptions 

presented to Council, the 

ordinances introduced to 

implement the Project, and 

various reports and studies 

completed to date

Stakeholder Engagement

Introduction

Process

Development Team
Arena Management
City Assessor
City Public Works
Economic 
Development
Chief of Staff to Council
Council Members
Davenport & Company
Orrick and City 

Attorney Office
Richmond Housing 
Authority
Better Housing 
Coalition
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Project Overview
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Navy Hill Development SWOT Summary

W

Strengths
Weakness

Opportunities Threats
 NHDC Foundation can be better leverage as a greater good 

and resource to City
 NHDC Foundation create an affordable housing investment 

fund, a revolving loan fund, for non and for-profit developers 
to use as gap financing

 Leverage NH development as a catalyst to spur additional 
growth on private property adjacent to main project site

 Regional cooperation – Convention Center model
 Set standard for CBA for future developments
 GRTC move to Pulse alignment

 No specific plan to date to address GRTC or DSS from both a 
strategy or funding standpoint

 No appraisal of land was completed prior to RFP solicitation or 
to date

 NHDC Foundation lacks organizational plan
 City presently lacks capacity of appropriate oversight of larger 

scale projects
 80 block TIF 
 Percentage of affordable housing units within the development

 Removal of HB1345 State TIF reallocation
Without HB1345, greater density will be needed in the 

development area, thus may lengthen time for market 
absorption

 Surrounding communities such as Hampton Roads and Norfolk 
are in the early stages of planning redevelopment opportunities 
for their aging venues

 Time: will cause further delay in the City’s ability to create 
economic development engines, which are needed as costs 
grow regardless

T

S
 Proposed mixed-use development addresses latent 

demand in downtown
 HQ Hotel and district brings vibrancy for convention 

center visitors 
 Thoroughly vetted development by various outside 

specialty consultants
 Tax Revenue Potential
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Arena

Regional Arenas

Seating Capacity

90-minute Drive Time

Includes arenas with capacity of 15,000 or higher

*University-affiliation limits availability

*
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Arena

5 Larger Metropolitan Areas:
• Milwaukee, WI: Fiserv Forum – 17,500  seats

• Jacksonville, FL: VyStar Veterans Memorial – 15,000 seats

• Oklahoma City, OK: Chesapeake Energy Arena – 18,200 seats

• Raleigh, NC: PNC Arena – 19,772 seats

• Memphis, TN: FedEx Forum – 18,119 seats

• Average: 17,718 seats

5 Smaller Metropolitan Areas:
• Louisville, KY: KFC Yum! – 22,090 seats

• New Orleans, LA: Smoothie King Center – 17,791 seats

• Salt Lake City, UT: Vivint Smart Home Arena – 18,300 seats

• Hartford, CT: XL Center – 16,294 seats

• Birmingham, AL: Arena Birmingham – 15,800 seats

• Average: 18,055 seats

Richmond, VA: 

Proposed Arena –

17,150 seats

Comparable Market Analysis
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Arena
Spectra Performance Comparison

Richmond Arena 
Projections

Wells Fargo 
Arena (2018-2019)

XL Center
(2018-2019) Average

Location Richmond, VA Des Moines, IA Hartford, CT -
Population (MSA) 1,320,715 680,233 1,227,817 954,025
Annual Population % Growth (2019-2024) 1% 1.75% 0.14% 0.95%
Median Household Income $67,972 $70,246 $71,858 $71,052
Total Businesses 43,224 23,095 53,497 38,296
Entertainment Spending $390,575,853 $198,586,911 $410,324,941 $304,455,926
All Events (YTD)
Number of Events 181 140 127 133
Number of Attendees (turnstile) 683,000 742,842 499,255 621,048
Box Office Sales $17,735,250 $23,459,419 $16,823,345 $20,141,382
Suite Inventory 28 36 46 41
Source:  Spectra, Johnson Consulting

Arena Comparison
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Arena
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Reasonableness of Assumptions
• Arena Program & Cost: The proposed size and

premium seating mix is consistent with venues

supported in comparable markets; Typical arena cost

range between $10,000 to $15,000 per seat

• Demand: The total volume in relation to attendance is

fair, however the project total number of events at 181

events doesn’t seem to fall in line with comparable

venues. We believe this number to be mainly skewed

by the large number of ‘Miscellaneous’ events.

Comparable range to be 127-140 events.

• Financials: The projected revenues streams and per

caps seem to be reasonable and in line with

comparable venues. Its is important to note, parking

assumes district-wide parking revenues.

Land Use Metric Baseline 
Assumption* Reasonable Unreasonable Considerations

Building Number of Seats 17,150 
Suites 29 
Club Seats 34 
Construction Cost/per seat $13,700 

Demand Number of Events by Type

G-League 24 
No announcement or documentation shown to date assures this is 
likely

Minor League Hockey 36 

Concert - A 5 

Slightly Aggressive, of the top 100 touring shows, a total of 9 fit 
between 15,000- 20,000 attendance level, thus 55% of available 
acts would need to be captured in order to meet the projected 
concerts (5).  A more conservative assumption would be (3 
concerts) or 33% of available acts

Concert - B 12 
Concert - C 6 
Family Shows 10 
Ice Shows 8 
Motorsports 3 
Rodeos 2 
Boxing 1 
Religious 6 
Other Sports 10 
HS Basketball 2 
Graduations 10 
Miscellaneous 40 
Entertainment 6 

Total Number of Events 181 
Falls outside of comparable range; however this may be skewed by 
the volume Miscellaneous event totals and how they are recorded  ( 
this total assumes 40 "Miscellaneous" events)

Total Attendance 683,000          

Financials
Sponsorships(Naming 
Rights, Founding Partners, $2,210,000 

District- Wide Sponsorships $1,500,000 
Parking $2,000,000 
F & B Per Cap $8 
Novelty Per Cap $3 
Average Ticket Cost $27 
Total Box Office Ticket Sale $17,735,250 

* Per CSL & Spectra
Source: Prior Studies, Johnson Consulting

Reasonableness of Assumptions - Arena
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Mixed-Use Real Estate

Reasonableness of Assumptions
Projections prepared by Hunden Strategic Partners (October 2018) are market-

driven and reasonable:

• Residential: Projected population growth is higher than historic averages but

consistent with trends observed in similar districts nationally

• Office: New office space at Navy Hill will be include some spec office space

to meet unmet demand throughout the market

• Hotel: Addition of a limited-service property is an important addition to the

market, along with the proposed full-service hotel, and arena and convention

center will generate significant demand

• Retail: Visitors to the arena and a permanent population base will be critical

to the success of the proposed retail space
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Mixed-Use Real Estate

No Arena Scenario – Real Estate Tax Assessments
Scenario: removal of the arena and replacement with ±2 additional blocks of mixed-use development, with absorption paces

reduced due to absence of arena’s catalyzed demand:

• Residential: Absorption pace will slow to more than twice as long in the absence of arena

• Office: Lack of arena is expected to have less impact on office absorption than other land uses

• Hotel: A headquarters hotel for the convention center is already needed regardless of whether the arena is included in the

Navy Hill development

• Retail: Without arena’s catalyzed demand and smaller population base, retail absorption pace is expected to be heavily

impacted

Resulting loss in tax revenues if the arena is removed: $156 million

Incremental tax revenues from the ±2 additional blocks of mixed-use development: $83 million

Forfeited amount of tax revenues over 30 years: $73 million
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Mixed-Use Real Estate

Considerations
• Sports, entertainment and cultural venues can be strong catalysts for successful neighboring developments

• Nationally, the most successful districts are those that are located close to the downtown core of their respective cities

• The proposed mix of land uses at Navy Hill leverages both the arena and the locational attributes of the site

• The baseline assumptions and projections prepared for the project are considered to be market-driven and reasonable.

• Residential population base is critical vibrancy of a mixed-use community

• In the absence of the arena as the catalyst for the mixed-use development district, a much slower absorption of the

residential units is anticipated

• Retail space will be much less desirable without arena or additional residential population

• Hotels and office space are less impacted by the presence or absence of arena

18



Mixed-Use Real Estate

Affordable Housing
• Definition of affordable housing: rent not to exceed 30% of total household income. VHDA allows for utility allowance in

their affordable housing calculation. This is an accurate indicator for housing affordability.

• *30% affordability standard does not include those falling under the homeless and sheltered category

• Median incomes as indicated in the report are consistent with those used by both State and City agencies

• Demand for affordable housing is higher for families at 50% of median income than it is for 60% & 80% of median income

• Higher demand for affordable housing at 50% of median income and below is a result of steady decline of housing units

that had previously served the 50% and below market

• City of Richmond Department of Housing & Community Development estimates current affordable housing shortage at

3,000 units
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Mixed-Use Real Estate
Affordable Housing
The developer will enter into an affordable housing covenant with the City of Richmond that will regulate rent amounts for the

affordable units according to limits set by the Virginia Housing Development Authority:

Legend:
100% Median Income 80% Median Income 60% Median Income____
City of Richmond  $86,400 City of Richmond  $69,120 City of Richmond  $51,840

* Rent based on 30% of total household income

80% of Area Median Income 
162 units proposed

60% of Area Median Income
114 units proposed

Developer
Proposed

Rent

Affordable
Rents*

Maximum Affordable 
Rents* 

(includes utility 
allowance)

Developer
Proposed

Rent

Affordable
Rents*

Maximum Affordable 
Rents* 

(includes utility 
allowance)

Studio $1,335 $1,335 $1,210 $1,001 $1,001 $  907
1 BR $1,431 $1,431 $1,297 $1,073 $1,073 $  972
2 BR $1,555 $1,645 $1,556 $1,166 $1,256 $1,167
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Mixed-Use Real Estate

Affordable Housing
• The master developer will enter into a partnership agreement with The Better Housing Coalition (BHC)

• BHC will be responsible for the development of an additional 75 units of affordable housing in the 40% – 50% of median

income range in Block I of the Navy Hill Development – Developer will contribute $10 million in philanthropic funding

• BHC has confirmed that the approach to developing affordable housing for the Navy Hill Project will follow the same

model of utilizing LIHTC and other affordable housing financial resources

• BHC has estimated their development cost at $200,000 per unit and has committed to constructing an additional 200

affordable units contingent upon acceptable site(s) to be identified

 The 280 units being built by developer + the 75 units being built by BHC exceed the 15% requirement

for affordable units:

280 + 75 = 355

355 / 2,127 = 17%
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Public Facilities & Infrastructure

Considerations
• All utilities within the Navy Hill

Development area will be

impacted in some way

• The re-alignment of 7th St and

the extension of Clay St will

have the biggest impact

• Utilities within the remaining

streets will remain untouched

unless to make a

service/lateral connection



Public Facilities & Infrastructure

Water System Considerations
Existing pressures of 40-55 psi were measured at street level. The proposed development of multi-story buildings may

necessitate the use of domestic service and/or fire pumps to provide adequate pressure to tenants.

Clay Street

• The water main located in a tunnel adjacent to the existing arena will need

to be abandoned and a new 8” main, with hydrants at grade, constructed

within the right-of-way of the Clay St extension.

7th Street

• The existing 12” main along 7th St, between E. Leigh St and Clay St, may

require relocation once right-of-way has been re-aligned to straight section.

The main may be too close to the right-of-way if it remained.

The entire development area shall be examined for adequate fire

hydrant coverage as part of the project.

CLAY ST EXT

7th
ST

RE
ET
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Public Facilities & Infrastructure

Wastewater
• Approximately 900,000 GPD of additional average wastewater

flow is expected to enter the system with the development

• No new wastewater flows can be added to the Combined Sewer

per City Code

• The proposed peak flow will need to be computed and added to

the projected stormwater flows to evaluate and provide for

adequate capacity

• The majority of existing sewer mains lie within street rights-of-way

and will remain in place

• The Developer shall verify that no proposed building footprint

conflicts with existing sewer

Stormwater
• VHB analyzed Phase 1 (Blocks A, B, E, and F). Developer must

conform to the City of Richmond ordinance regarding post-

development peak flow rate.

• VHB recommends that each Phase and/or Block of development

be mitigated with the use/design of a central detention facility.

Phase 1 of the development area could be served with an 11,000

cubic foot concrete vault as its detention.

• This same mitigation approach would need to be done for the

additional peak wastewater flows for each Phase and/or Block of

development.

Combined Sewer System Considerations
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Public Facilities & Infrastructure
Gas Considerations
• Most of the gas infrastructure shall remain in place within existing rights-of-way

• With the removal of the Clay Street tunnel, gas lines attached to the 5th St and 7th St bridges over it will need to be relocated

• 4” gas line within the Clay St tunnel that will require abandonment or removal

• Currently no existing gas mains within 9th St between Marshall St and E. Leigh St, in Marshall St between 9th St and 10th St, and in 10th St

between Marshall St and Clay St.

• The needs of future development in this area will require analysis by the Developer

• All gas mains/gas main adjustments for the project area will be designed and installed by the City of Richmond

Streetlight Considerations
• Majority of streetlight and traffic signal electric lines will be able to remain in place

• Improvements will be required for the 7th Street realignment and the Clay Street extension

• Developer is responsible for the installation of new LED streetlights

• All streetlight improvements will require City approval

• The City of Richmond will be responsible for making the connection to their power grid
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Public Facilities & Infrastructure

Private Power & Communications Considerations
• Dominion Energy will continue to serve the buildings as part of the Navy Hill development

• Almost all of their infrastructure can remain in place

• Underground duct banks on the 5th St and 7th St bridges over the Clay St tunnel will need to be reconstructed

• The same is true for the Verizon duct banks within the project area

• Communication lines on the 7th St bridge over the Clay St tunnel will need to be relocated

Additional Considerations
E. Leigh St
• Overall master plan the Developer had based proposed utility usage and projected flows on has changed since the previously mentioned

reports were completed

• Developer should re-calculate building sizes and projected wastewater flows for the development along the south side of E. Leigh Street

Proposed Gas Usage
• Developer should consider using natural gas throughout the Navy Hill improvements as it is a City owned and operated utility. All revenue

would go directly to the City of Richmond.
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Transportation

Existing Intersection Capacity Analysis
• 33 intersections identified by Developer and Concurred by Richmond Public Works

• Developer shall study AM and PM Peak Periods as well as special events

• Developer shall create trip generation layout from ITE Trip Generation Manual, 10th

Edition

• Developer shall create trip distribution model based on existing AM/PM Peak Traffic

• Developer shall include existing and proposed LOS for intersections in study area

Existing Interstate Highway Access
• No connections to the Interstate System will be studied by the Developer

• VDOT currently has a study currently underway to evaluate future improvements

• Public Meeting in Early January defined the Broad Street at I-64 and 5th/7th Street at 

I-95 as “Further Study Required” – Next Meeting on January 30th

• Broad Street improvements include northbound Collector-Distributor Road

• 5th and 7th Street improvements include additional access
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Transportation
Capacity of Existing Streets & Sidewalks
• Developer shall include existing and proposed LOS for multimodal uses including pedestrians, bicycles, and transit

• City requires use of Better Streets Principles and Vision Zero Requirements for development within the City

• City requires use of Complete Streets Handbook for development within the City

Capacity of Existing Parking Infrastructure
• Newtown Advisors study already has this information

• Developer study shall include reference to the Newtown Advisors study

• Richmond 300 study also completed by DESMAN/VHB – included in Citywide Parking Study

Best Practices Analysis
• Currently, City Engineer (M.S. Khara) is responsible for best practices

• Public Works has already developed a best practices manual – PM will be responsible for ensuring best practices

• Developer plan includes analysis on modal emphasis by area and by corridor for the study area including an access management plan

• Developer plan includes congestion and safety mitigation analysis within the study area for all system users

• Developer’s scope includes definition of funding for each recommended improvement

• Developer to locate bicycle parking and designated passenger loading zones for rideshare, taxis, and vehicle pickups and drop-offs
30



Transportation

Considerations
• Developer analysis of the study area intersections for safety improvements, including pulling existing crash 

data and determining if any improvements are needed in the area, specifically for any pedestrian-involved 

crashes that have happened within the past 5 years. This will be important for the success of the 

development as a whole.

• Mitigation of AM and PM Peak LOS that are grade E and worse – the Developer shall recommend and 

include mitigation in their development plan for any deficient intersections or movements within study area

• We are in agreement with the Developer’s plan to locate operationally and/or structurally deficient traffic 

controls within the project area

• Overall scope of Traffic Impact Analysis Requirements put together by the Developer and the City Public 

Works Staff is very reasonable and in line with best practices for the scope of the development
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Impact on City Services
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Impact on City Services

Department of Social Services
Proposed Navy Hill Development
• Between Marshall & Cary Street: 

• 400 residential units

• New GRTC Bus Transfer Center 

• Education-related facility

• Between Cary & Leigh Street:

• Medical research lab, office, conferencing

• Ground level retail (540,000 square feet)

• Between Cary & Leigh Street:

• Doorways Hospitality House (150 rooms)

Considerations
• All of this needs to be approved per the plan, 

designed, and financed

• The DSS site has its advantages for the GRTC 

facility due to the size of the property, lower level 

elevation for capacity, and close proximity to the 

proposed residential development and Broad 

Street – Pulse
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TIF Analysis

80 Blocks vs. 11 Blocks
• If House Bill 1345 is approved the number of City blocks in the Increment Financing Area (“IFA”) will be

reduced from 80 blocks to 11 blocks

• An additional $55 million in additional revenues would be available to repay the non-recourse revenue

bonds for the arena

• Perceived risk of the Project is reduced as $172 million of incremental real estate tax revenue will now flow

into the City’s general fund

• Arena project maintains sufficient revenues and debt service coverage to be successful
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TIF Analysis
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TIF Analysis

TIF Assumptions Considerations
Real Property Taxes:
• Projections used the lower of the three approaches

(Income Capitalization, Comparable and Estimated Cost) to
value except for Office Property

The use of the lower valuation methodologies is the
conservative approach and the one we would recommend.

Sales Taxes:
• 60/40 split between restaurant and retail, excluding Block I

(100% Retail)
• City contribution – 1%
• State Contribution – 2.025%

• 60/40 split consistent with proposed development plan
• City contribution consistent with plan
• State contribution consistent with legislation enacted
when TIF district size changed from 80 blocks to 11 blocks

F&B Taxes
• 6% of the available 7.5% total

• Consistent with the portion available for debt service
after the 1.5% dedicated to new and renovated school
facilities

Hotel Taxes
• Projections based upon ADR of $221.50 at 70% occupancy

• ADR and occupancy assumptions consistent with the
market rates and occupancy levels provided in the CBRE
report

Business, Professional and Occupational License (BPOL)
Taxes

• Consistent with the application of BPOL tax application
throughout the City
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TIF Analysis
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Financing Review
Item Terms Considerations

Bonds Tax-Exempt and taxable, fixed rate tax and project
revenue bonds

Most efficient vehicle to finance
large projects

Security for the Bonds The Bonds are primarily secured by and payable from
eligible portions of various tax revenues from the
development and Arena project revenues, including:
Real Estate Taxes, Local Sales Tax, Meals Taxes,
Lodging Taxes, Admissions Taxes, BPOL Fee Revenues,
Parking Increment Revenues, and other Arena project-
based revenues

Security package is appropriate
for this type of project and
accepted by the market

Recourse to City Non-recourse debt to the City Non-recourse debt is appropriate
and accepted by the market

Debt Service Reserve Fund Fully funded from Bond proceeds and sized as the “least
of the three” tax-test requirements (125% average
annual debt service, maximum annual debt service or
10% of proceeds), remains funded through the final
maturity

Fully funded Debt Service
Reserve Fund is standard
practice and expected by the
market
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Financing Review 
Item Terms Considerations

Stabilization Fund Funded from excess pledged revenues and sized in
amount equal to maximum annual debt service, funded
through final maturity

Appropriate and expected by the
market as part of the cash flow
waterfall

Additional Bonds If requested, can be permitted for eligible costs and
subject to applicable debt service coverage test, savings
tests for refunding bonds.

Appropriate, although savings
tests for refunding bonds are less
applicable since advance
refundings are not possible

Stated Final Maturity Approximately 30 years from issuance Industry standard

Amortization Slightly ascending debt service based upon projected
pledged revenues. The Bonds are subject to mandatory
annual “turbo” redemptions from 50% of net available
pledged revenues (after paying stated debt service).

Appropriate and “turbo”
redemptions appeal to bond
investors

Optional Redemption Standard 10-year par call Industry standard, although
shorter call provisions may be
available without premium
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Financing Review 

Item Terms Considerations

Form of Offering Underwritten limited public offering Industry Standard

Ratings Non-Rated Acceptable to market

Conditions Precedent Designation of the TIF District
Guaranteed Maximum Price contract for the Arena
Committed debt and equity financing for the first
development sequence
Third-party reports (engineer’s report, market studies,
tax increment financing projections report)
Market-acceptable debt structure and projected debt
service coverage ratios

Industry Standard, acceptable
and required by market
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Financing Review

Proposed Structure Considerations

Non-Recourse Bonds
TIF Bonds are generally structured with no recourse to the municipality.
Investors look exclusively to the projected tax revenues which are being
pledged as security for the debt.

Revenue shortfall Liability
We agree that if the event that the projected revenues are insufficient to pay
the debt, the City will not be obligated to make up the shortfall or be required
to provide any financial compensation to investors.
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Financing Review
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Navy Hill Development SWOT Summary

W

Strengths
Weakness

Opportunities Threats
 NHDC Foundation can be better leverage as a greater good 

and resource to City
 NHDC Foundation create an affordable housing investment 

fund, a revolving loan fund, for non and for-profit developers 
to use as gap financing

 Leverage NH development as a catalyst to spur additional 
growth on private property adjacent to main project site

 Regional cooperation – Convention Center model
 Set standard for CBA for future developments
 GRTC move to Pulse alignment

 No specific plan to date to address GRTC or DSS from both a 
strategy or funding standpoint

 No appraisal of land was completed prior to RFP solicitation or 
to date

 NHDC Foundation lacks organizational plan
 City presently lacks capacity of appropriate oversight of larger 

scale projects
 80 block TIF 
 Percentage of affordable housing units within the development

 Removal of HB1345 State TIF reallocation
Without HB1345, greater density will be needed in the 

development area, thus may lengthen time for market 
absorption

 Surrounding communities such as Hampton Roads and Norfolk 
are in the early stages of planning redevelopment opportunities 
for their aging venues

 Time: will cause further delay in the City’s ability to create 
economic development engines, which are needed as costs 
grow regardless

T

S
 Proposed mixed-use development addresses latent 

demand in downtown
 HQ Hotel and district brings vibrancy for convention 

center visitors 
 Thoroughly vetted development by various outside 

specialty consultants
 Tax Revenue Potential
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