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A RESOLUTION

A Resolution of the Council of the County of Allegheny adopting and authorizing participation
in a tax increment financing plan presented by the Urban Redevelopment Authority of
Pittsburgh, and authorizing related agreements for financing a portion of the costs of public
mfrastructure and other necessary public improvements for a new mixed-use development to be
located within a portion of Redevelopment Area No. 44 — Market Stanwix / Downtown Triangle
known as the Fifth and Markct TIF District.

Whereas, Pennsylvania’s Tax Incremental Financing Act (53 P.S. §6930.01 er seq., as
amnended) (the “TIF Act”) provides local taxing bodies with legal authority to cooperate in
providing financing for development of blighted areas within their respective jurisdictions in
order to increase the tax base and improve the general economy; and

Whereas, under the TIF Act, the Urban Redevelopment Authorily of Pitisburgh (the
“Authority™) 1s legally empowered to prepare a Tax Increment Financing (“TIF”) proposal to

. provide financing for the elimination and prevention of the development or spread of biight
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within specified tax increment districts located in the City of Pittsburgh (the “City™}; and

Whereas, the County of Allegheny (the “County™), the City and the School Disirict of
Putsburgh (the “School District”), have each adopted resolutions on January 17, 2006, January
24, 2006 and January 25, 2006, respectively, endorsing the concept of and agreeing to participate
in a TIF plan for financing a portion of the costs of public infrastructure and other necessary
public improvements to support a new mixed-use development that will provide additional office
space, a botel and residences in the City’s central business district (the “TTF Project”); and

Whereas, the Authority, working with the designated representatives of the County, the
City and the School District, has adopted and recommended a Tax Increment Financing Plan (the
“Project Plan”) 1n accordance with the requirements of the TIF Act, providing for creation of the
Fifth and Market Tax Increment Financing District (the “TIF District”) and the financing of a
portion of the costs of the TIF Project by allocation of certain incremental tax revenues; and

Whereas, the TIF Act permits local taxing bodies to cooperate in the financing ol
projzcts within TIF districts and it authorizes the Authority to issue obligations for the purpose of
paying certain costs of implementing TIF plans; and

Whereas, the County 1s expected to benefit from the use of tax increments to pay certain
project costs within the TIF District by stimulation of private investment, increases in property
values, creation of employment opportunities, improvement of surrounding properties and
ehmination of blight in the City’s central business disirict; and
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Whereas, the parcels comprising the proposed TIF District are located within the
Redevelopment Area No. 44 - Market Stanwix / Downtown Triangle; and the County has
previously adopted legislation exempting such parcels - from full taxation pursuant to
Pennsylvania’s Local Economic Revitalization Tax Assistance Act (“LERTA™); and

Whereas, the TIF Act prohibits granting exemptions pursuant to LERTA to any property
located within a TTF district.

The Council of the County of Allegheny hereby resolves as follows:

Section 1. Project Plan.

The Project Plan prepared by the Urban Redevelopment Authority of Pittsburgh
dated this day of , 2006, and attached hereto as Exhibit A, which is
presented to the County by the Authority and which provides for financing certain costs of the
TIF Project is hereby adopted, and the County, in accordance with the TIF Act, hereby agrees to
participate in the TIF District to the extent and as described in the Project Plan.

Section 2.  Real Estate Tax Revenues.

A portien of .the real estate tax revenues due or owing to, or received by the
" County with respect to certain parcels within the TIF District, to the extent described in the
Project Plan, are hereby pledged, and a security interest therein is hereby granted to the
Authority or its assignee, for the purpose of paying costs of the TIF Project and securing the
repayment of any TIF obligations to be issued by the Authority, in accordance with the Project
Plan.

Section 3. LERTA Repeal.

Any exemptions from real estate taxes payable to the County that were granted
pursuant to LERTA with respect to the real estate parcels identified on Exhibit A to this
Resolution are hereby and hereafter rescinded and repealed.

Section 4. Resolution Delivery to the Mayor.

The Chief Clerk or the County Manager is directed to deliver a copy of this
resolution to the Mayor of the City of Pittsburgh, as provided in the Act.

Section 5. Cooperation Agreement.

The appropriate public officials of the County are hereby directed to take such
additional actions ine cooperation with the Authority, the City and the School District in
furtherance of the implementation of the Project Plan, including without limitation, the execution
and delivery of a Cooperation Agreement by and among the Authority, the County, the City and
the School District.
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Section 6. Severability. If any provision of this Resolution shall be determined to be
unlawful, invalid, void or unenforceable, then that provision shall be considered
severable from the remaining provisions of this Resolution which shall be in full

force and effect.

Section 7. Repealer. Any Resolution or Ordinance or part thereof conflicting with
the provisions of this Resolution is hereby repealed in so far as the same affects
this Resolution.

Enacted in Council, this ‘:YL-L\ day of &P £ ! , 2006.
Council Agenda No M %//

Rich Fltzg ald ¢
President of Council

" John Mascno
Chief Clerk of Council

Donna Beltz
Executive Secretary '




SUMMARY PAGE
FIFTH & MARKET TIF RESOLUTION
SUBMITTED FOR COUNCIL MEETING 2/21/06

The Urban Redevelopment Authority (“URA”) is working with PNC Bank to
construct a new mixed-use development expected to include office space, a hotel and
residential condominiums (“Three PNC Plaza™) to be located along Fifth Avenue
between Wood Street and Market Street in Redevelopment Area No. 44 - Market
Stanwix/Downtown Triangle of downtown Pittsburgh (the "Project").

The URA requests that the Council of the County of Allegheny:

(a) consider a resolution to participate in the Fifth & Market Tax Increment
Financing Plan and to pledge a portion of tax revenues within the TIF
District to seccure the repayment of debt incurred by the URA for the
purpose of financing the project;

(b) rescind and repeal any exemptions from real estate taxes payable to the
County that were granted pursuant to LERTA with respect to real estate
parcels identified in the TIF Plan; and

(c) direct the appropriate public officials of the County to take such additional
actions in cooperation with the URA, the City and the School District to
implement the TTF Plan, including without limitation, the execution and
delivery of a Cooperation Agreement by and among the participants.

It is expected that the Three PNC Plaza project will jump start stalled
revitalization efforts as the development eliminates blight in the heart of the downtown
retail district. The Fifth & Market TTF Plan proposes that the Taxing Bodies pledge 60%
of the real estate tax increment and the City pledge 60% of the parking tax increment to
finance eligible project costs. Both increments will be pledged to support debt that would
help finance a parking garage and other public improvements necessary to the
development. Total development costs of this project are estimated at $ 169.5 million,
and the TIF Plan projects approximately $18 million to be available for the cost of public
infrastructure and other public improvements proposed.

2-21-06




MEMORANDUM

OFFICE OF THE COUNTY MANAGER

TO: John MaScio
Chief Clerk ‘ ALLEGHENY COUMTY COUNCT.
FROM: James M. Flynn, X.. ‘X

County Manager
y M g VEFER 18 emiin

DATE: February 16, 2006

RE: Proposed Resolution

Attached is a Resolution adopting and authorizing participation in 4 tax increment
financing plan presented by the Urban Redevelopment Authority of Pittsburgh, and
authorizing related agreements for financing a portion of the costs of public infrastructure
and other necessary public improvements for a new mixed-use development to be located
within a portion of Redevelopment Area No. 44 — Market Stanwix / Downtown Triangle
known as the Fifth and Market TIF District.

The Allegheny County Law Department has reviewed this legislation prior to submitting
it to Council. :

Please place this on the next agenda for County Council approval,

Thank you.




Version #3.1

URBAN REDEVELOPMENT AUTHORITY OF PITTSBURGH
FIFTH AND MARKET TAX INCREMENT FINANCING PLAN

. Qutline

1. Proposed Project: Three PNC Plaza, a new mixed-use development to be built by PNC and to include:
- 360,000 sq. ft. of rentable office space
- 150 room hotel
- 30 residential condominiums
- 330 underground parking spaces

‘ 2. Project location and Proposed TIF District: Fifth Avenue between Wood Street and Market Street
within the Market Stanwix/Downtown Triangle
Redevelopment Area #44 (see attached map).

3. Project Benefits

- Elimination of blight in the heart of the downtown retail district

- Catalytic development that will, along with Piatt Place, jump start downtown revitalization that has stalled

- Serve as the headquarters of a major international law firm _

- Approximately $1.1 million in annual real estate tax increment to the Taxing Bodies during
the term of the TIF District

- Approximatety $72,000 in annual parking tax increment to the City during the term of TIF District

- Creation of 800 construction jobs and 120 permanent full-time jobs in hotel, residential condominiums
and parking garage operations -

- Construction of hotel rooms needed to support the Convention Center and Cultural District

4. Total Projected Development Cost $169,500,000
5. Base Market Value $6,609,400
6. Projected Market Value $103,141,440
7. Base Real Estate Taxes , $194,382
8. Projected Real Estate Taxes _ $3,033,390
9. Projected Real Estate Tax increment $2,839,008
10. Projected Parking Taxes $179,142
11. Projected Gross Proceeds of a TIF Financing $18,000,000
12. Projected Net Proceeds of a TIF Financing ' $18,000,000
13. Proposed Term of TIF District 20 years

Notes: (1)} All amounts are approximations.




14. Proposed Distribution of Real Estate and Parking Tax Increment
- Effective 80% (see Note #2 below) of real estate tax increment pledged to TIF financing
- None of the real estate tax increment from the Residential Condos will be pledged to the TIF Financing
- 60% of parking tax increment pledged to TiIF Financing

15. Estimated Taxes Generated After Full Development (based on current millage)

School District

Tax

Current Increment Total

$71,382 $1,042546  $1,113,928
$30,998 $452,735 $483,733

$92.002 $1,343,727  $1.435729

$194,382 $2,839,008  $3,033,390

16. Real Estate Tax Increment Amounts to TIF Project (60%) and Taxing Bodies (40%)

17. Parking Taxes
Base Taxes
Projected Increment
60% of Increment to be Pledged
40% of Increment to City during
term of TIF District

18. Estimated TIF District Creation Date:

TIF Taxing
Project Bodies Totai

$625528 $417,018 $1,042,547
County  $271.641 $181,094 $452,735

$806.236 $537.490 $1,343,726

$1,703,405.  $1,135603  $2,839,008

$0
$179,142
$107,485
$71,657

May, 2006

Notes: (2) Refer to Section 1V, Part 2 "Pledged Revenues" on page 5 for a discussion
of the calculation of the effective percentage of participation.
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SCHEDULE FOR FIFTH & MARKET TIF PLAN APPROVALS

INITIAL RESQLUTIONS

URA
Inducement Resoclution

Ci

Send Legislation
Introduce Legislation
Committee Discussion
Final Vote

School
Pre-meeting
Agenda Review
Legislative Mesting

Coun

First Reading

Economic Dev. Committee
Second Reading

FINAL PLAN CIRCULATED
TIF COMMITTEE MEETING

January 12, 2006

December 30, 2005

January 10, 2006
January 18, 2006
January 24, 2006

January 18, 2006
January 25, 2006

January 3, 2006
January 12, 2006
January 17, 2006

January 26, 2006
February 7, 2006

FINAL RESQLUTIONS

URA
Board approval of TIF Plan

Ci

Send Legislation
-introduce Legislation
Committee Discussion
Hearing Advertisement
Hearing

Commiftee Discussion
Final Vote

School
Agenda Review
Legislative Meeting

County
First Reading

Economic Dev. Commiftee #1
Economic Dev. Committee #2
Second Reading

Cooperation Agreement
Draft

Circulate for 3TB Signature

February 9, 2006

February 17, 2006
March 7, 2006
March 15, 2006
March 16, 2006
April 17, 2006
May 3, 2006

May 8, 2006

March 15, 2006
March 22, 20086

February 21, 2008
February 28, 2006
March 14, 2006
March 21, 2006

April 1, 2008
May 9, 2006




Urban Redevelopment Authority of Pittsburgh
Fifth & Market Tax Increment Financing Plan

March 2006

I. Introduction

A PNC’S PLAN FOR MIXED-USE DEVELOPMENT ON FIFTH AVENUE
IN THE FIFTH FORBES CORRIDOR

The City of Pittsburgh has been working with potential developers on plans to revitalize
the Fifth Forbes Corridor for almost two decades. Because of its headquarters buildings,
One PNC Plaza and Two PNC Plaza, at the corner of Fifth Avenue and Wood Street,
PNC has been a partner with the City through much of that planning,

With increased interest in improving the Fifth / Forbes corridor, The PNC Financial
Services Group (PNC) has been evaluating options available to redevelop the area
surrounding its headquarters. Of immediate concern is the condition of the existing
neighborhood buildings which are dramatically underutilized, in poor condition and a
blight on Pittsburgh’s downtown retail core. The driving issues:
* The continuing deterioration of conditions along Fifth Avenue
* The identification of space to serve as the headquarters of Reed Smith
within the Central Business District.
* The unmet need for an upscale hotel to service local businesses, the
Cultural District and the new David Lawrence Convention Center
* The increased interest and need for downtown living

The Urban Redevelopment Authority believes that the Three PNC Plaza development
will, along with the development of Piatt Place at the former Lazarus Building, be
catalytic for the revitalization of the Fifth Forbes Corridor. PNC’s decision to develop
their property will provide strong leadership for the redevelopment of the Fifth / Forbes
Corndor in Downtown Pittsburgh.

PNC proposes to develop Three PNC Plaza, a mixed-use building in the center of
Pittsburgh. The building would extend from One PNC Plaza along Fifth Avenue to
Market Street. PNC’s current proposal includes a street level skin of elegant granite, 22°
high, with a sleck glass and aluminum curtain wall above and a three level cast-concrete .
garage below. This project consists of a 25-30-story, 780,000 gross square foot building
that proposes to include: '
= 361,000 rentable square feet of office space

¢ An “upscale” hotel with 150 rooms

* 30 residential condominiums with hotel services available

* 330 underground parking spaces

* A hotel fitness center and a spa that can be shared by the office and

condominium tenants

* A 6,300 square foot ballroom with dining facilities

* Separate hotel, office, and condominium entrances

* A public restaurant, coffee shop and other retail

Version 3.1




Costs
The total development cost of this project is estimated at $169.5 million, which includes:
* $ 94 million for the land
» $ 849 million for the office
» $ 382 million for the hotel
* $20.2 million for the condominium
* $ 16.8 million for the parking garage
Exclusive of land, this investment represents $235 per rentable square foot of office
space, $242,000 per hotel room, $329 per square foot of condominium living area, and
" $51,000 per parking space. '

Proposed Schedule

Environmental Remediation and Demolition - June, 2006

Excavation - Summer, 2006

Bid project and start construction - Fall, 2006

Completion : - November 2008
Income

The key revenue components of office rent, average hotel room rate, and sales price per
square foot of residential condominium are projected to be:
* Office space rental rate begins at $26.30 per rentable square foot
* Average daily hotel rates will stabilize at $161 per day on an occupancy
rate of 72%
* Condominium sales prices will average $307 per square foot of living area

Investment Analysis

Three PNC Plaza is not a typical development opportunity, but an urban redevelopment
project with unusual development costs and above average market risk. Based on the
office rents projected in the marketplace and the average daily rates and occupancy levels
projected for the hotel, the project can only support $68.1 million of permanent mortgage
debt. The sources to be used to pay the remaining project costs are an estimated $24
million from condominium sales proceeds and interim income, $29.4 million of equity
and $48 million from the public support described below.

Public Support Required

The proposed public participation includes $18 million in net tax increment financing
(TIF) proceeds from the City, School District, and County, and $30 million in
redevelopment assistance from the Commonwealth of Pennsylvania.

Two of the State grants listed on page 4, the Infrastructure Facilities Improvement
Program grant and the Infrastructure Development Program grant, can only be used for a
publicly owned facility. To meet these requirements, the URA plans to purchase
approximately 120 of the 330 parking spaces that PNC plans to build.




Public Benefit

* Increased Tax Base - The project is expected to generate approximately
$2.8 million in new annual real estate taxes, of which approximately $1.7
million will be pledged to the TIF financing and $1.1 million will be net
new annual real estate taxes for the City, County and School District

* during the term of the TIF District. The project is also projected to
generate approximately $179,000 in new parking taxes of which
approximately $107,000 will be pledged to the TIF financing and $72,000
will be net new annual parking taxes for the City.

* Job Creation - 400 direct and 400 indirect construction jobs, as well as 120
permanent jobs. In addition 1,300 to 1,400 office workers will be
employed at the building, which will be a combination of existing and new
jobs ' '

* New Downtown Housing - A key to the New Golden Triangle

* Needed Hotel Rooms - To serve local businesses, the new Convention
Center and the Cultural District

* Removal of Urban Blight - In conjunction with the development of Piatt
Place in the former Lazarus building, Three PNC Plaza will jump start
other development in the Central Business District, particularly the Fifth
Forbes corridor

Summary

Obtaining the levels of state and local support required to satisfy the underwriting
standards of lenders and the return demands of the equity markets, is critical to the
feasibility of this project. However, the importance of such a development to downtown
Pittsburgh in general, and the Fifth Avenue corridor in particular, cannot be overstated.
At completion it will be nothing less than the catalyst for the redevelopment of
Pitisburgh’s downtown retail core in the Fifth Forbes corridor.

B. Fifth and Market Tax Increment Financing Project

The new real estate tax increment after full build-out in the proposed TIF district is
projected to be $2,839,008 per year and new parking tax increment is projected to be
§179,142. The URA proposes that both an effective 60% of the newly generated real
estate tax increment and 60% of the parking tax increment be pledged to support debt
that would help fill the financing gap for the Three PNC Plaza project. The pledged
real estate and parking tax increments are expected to support a financing that will
generate approximately $18 million in net proceeds to cover project costs.

C. Market Stanwix/Downtown Triangle Redevelopment Area #44

The Three PNC Plaza site is located on Fifth Avenue in Downtown Pittsburgh in the
2nd Ward of the City of Pittsburgh. The site is entirely within the Market
Stanwix/Downtown Triangle Redevelopment Area #44 (see map on page 10). The
Planning Commission of the City of Pittsburgh certified the redevelopment area as
blighted in July, 1978 as a result of findings in the Market Street Study Area Basic
Conditions Report.




In November, 1999, the City Planning Commission certified that the Market Stanwix/
Downtown Triangle Redevelopment Area continues to be blighted as defined by
Pennsylvania Redevelopment Law. The Planning Commission findings were based on
the “Inner Triangle/Market Street Study Area Update” dated August 31, 1999, which
reexamined existing area conditions in both Redevelopment Area #44 and the Inner
Triangle Redevelopment Area #54. B

IL. Proposed Improvements Financed with TIF Proceeds

The net proceeds of the TIF Bond(s)/Note(s) will be used approximately as follows to pay
Three PNC Plaza project costs: ‘

$ 7,000,000 - Parking Garage (total Garage costs will be about $16.8 million)
$11.000.000 - Other Three PNC Plaza Construction costs
$18,000,000 - Total :

The Allegheny County Department of Economic Development’s TIF Guidelines require that
the County’s participation in TIFs be used solely to support public infrastructure
improvements. The County’s prorated share of the estimated $18,000,000 in net proceeds is
approximately $2.9 million. All of this amount will be allocated to the costs of the public
portion of the parking garage.

The URA will require PNC, or a related entity, to sign a minimum payment agreement before
TIF bond(s)/note(s) are issued for Three PNC Plaza. This agreement will provide additional,
security for the payments required for debt service on TIF bond(s)/note(s) and related costs.
The amount of incremental taxes shall be applied to the support and service of debt incurred

to finance said public improvements, public infrastructure and building construction, together
with related costs.

ITII. Economic Impact Analysis
The impact analysis of the Three PNC Plaza development is detailed starting on page 16.

IV. ECONOMIC FEASIBILITY ANALYSIS FOR THREE PNC PLAZA

A. Estimated Development Costs (see page 11 for detail)

Land $ 9,400,000
Office Development $84,900,000
Hotel Development $38,200,000
Condominium Development $20,200,000
Parking Garage $16.800.000

. Total - $169,500,000




Estimated Sources of Funding

Tax Increment Financing (net proceeds) $18,000,000
State Funding . $30,000,000

Redevelopment Assistance Capital Program Grant -$16,000,000

Opportunity Grant -$ 3,000,000

Job Creation Tax Credits -$ 1,000,000

Infrastructure Facilities Improvement Program -$ 5,250,000

Growing Greener II Grant -$ 1,000,000

Infrastructure Development Program Grant -$ 2,500,000

Hometown Streets Grant -$ 1,000,000

Dept. of Conservation & Natural Resources Grant -§ 250,000
Mortgage Debt - $68,078,000
Equity : $29,400,000
Condominium sales and interim income $24.022.000
Total $169,500,000

Tax Increment Financing

1.Bond/Note Ambunt( s)

The principal amount of the bonds will be approximately $19 million, with
approximately 3500,000 of issuance costs and approximately $500,000 of capitalized
interest, netting $18 million of net proceeds.

2. Pledged Revenues

With respect to City parking taxes, 60% of the incremental parking taxes will be used to
support the TIF Bond(s)/Note(s). There is currently a proposal by the City to reduce its
parking tax rate to 35%; therefore, the pledge of 60% of incremental parking taxes will be
calculated using an assumed parking tax rate of 35%. If the actual parking tax rate
exceeds 35%, the difference between the amount of increment generated by the actual
rate and the amount that would be generated by a 35% rate will be remitted to the City™

With respect to the School District, City and County, an effective 60% (see explanation
below) of the real estate tax increment from the parcels comprising the TIF District,
excluding parcels ID-153 and ID-156, will be used to support the TIF Bond(s)/Note(s).

Since none of the tax increment from the residential condominiums will be pledged to
support the TIF Bond(s)/Note(s), a greater percentage of the incremental real estate taxes
from the hotel, office space and parking garage will be pledged, subject to the
requirement that the aggregate amount of pledged increment will not exceed 60% of the
tax increment attributable to all parcels comprising the TIF District, excluding parcels
ID-153 and ID-156. For example, using the estimated values set forth herein, 70.6% of
the tax increment from such non-residential parcels would be required as illustrated
below.




Real Estate Taxes

Total expected taxes after development - $ 3,033,390
Minus tax base - $_194382
Total expected tax increment - $ 2,839,008
Minus expected taxes from residential condos - $ 425377
Tax increment from hotel, office & parking garage - $2,413,631

In such example, the total projected pledged increment of $1,703,404 is 60% of the total
projected tax increment of $2,839,008 and 70.6% of the $2,413,631, which is the
expected tax increment from the hotel, office and parking garage components at the
development. The URA will periodically make such calculations as are necessary to
determine the percentage of tax increment from the hotel, office space and parkmg garage
which will be pledged to support the TIF Bond(s)/Note(s).

3. Pledged Parcels

Lot &

Block . Owner

1D-173 PNC Bank Corporation
1D-188-2 PNC Bank Corporation

1D-243 PNC Bank Corporation

1D-245 PNC Bank Corporation

ID-246 PNC Bank Corporation

1D-247 Pittsburgh National Bank

1D-250 Pittsburgh National Bank

1D-251 * Pittsburgh National Bank

Parcels created in the air rights above these identified parcels, exclusive of the residential
condos, will also be pledged.

4. Provisions for Unused TIF Bond/Note Proceeds

Any TIF Bond(s)/Note(s) proceeds which remain after financing the Three PNC Plaza
Project may be used for any public improvements and public infrastructure in the Fifth
& Market TIF District. The URA does not anticipate that the TIF Bond(s)/Note(s)
proceeds will exceed the costs of the Project.

5. Tax Base for Purpose of Increment Calculation

Subject to the provisions of the Tax Increment Financing Act (53 P.S.§6930.1 et.seq.),
the aggregate taxable market value of all of the Pledged Parcels as of the date of the
creation of the District will be used as the “base” for the purpose of calculating tax base
with respect to such Pledged Parcels.

The Taxing Bodies will continue to receive the aggregate tax base from all of the
Pledged Parcels throughout the term of the TIF District. The base assessments for these
Pledged Parcels are illustrated on the summary entitled Tax Increment Base on page 12.
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6. Real Estate Tax Determination

In the future, the current system of real estate taxation may be revised and/or
reassessments or other changes in the real estate assessment system may occur.
Accordingly, the cooperation agreement (and possibly certain of the documents
executed in connection with the issuance of any TIF Bond(s)/Note(s) likely will
provide that, upon the occurrence of such event, such document(s) will be interpreted in
a manner which takes all relevant changes into account in order to preserve the
intended economic results and expectations of the parties as of the date of the TIF Plan
including, but not limited to, the expectations that the minimum amount required to pay
the debt service on any TIF Bond(s)/Note(s} will be available for such purpose and that
all amounts in excess of such minimum amount will be available for the other uses
described herein.

7. Actual Tax Increment in Excess of Assumed Increment

Any increases in real estate tax revenues from the Pledged Parcels, attributable solely
to an increase in assessed value over and above that determined necessary to pay debt
service on the TIF Bond(s)/Note(s) or the other uses described in Section 11 above, will
be distributed pro rata to the taxing bodies in proportion to the then-current millages.

If the parking tax rate exceeds 35%, the pledge of 60% of the increment will be
calculated based upon a'35% rate. If the actual parking tax rate exceeds 35%, the
difference between the amount of increment generated by the actual rate and the
amount that would be generated by a 35% rate will be remitted to the City.

Furthermore, if the aggregate incremental real estate taxes and parking taxes exceed the
debt service on the TIF Bond(s)/Note(s) or the other uses described in Section II above,
then the excess will be returned, first, to the City to the extent the incremental parking
taxes exceed the required amount and, second, pro rata to the taxing bodies to the extent
the incremental real estate taxes exceed the required amount after the return of the
incremental parking taxes.

Any increases in tax revenues from the Pledged Parcels, attributable to increased
millage above the current millage by any of the taxing bodies, will be distributed to the
Taxing Body that increased the millage rate.

8. Interest Earnings

Any interest carnings of the Bond or Note proceeds will be applied first to project costs,
then used towards debt service, including payment of capitalized interest and
prepayment of the TIF Bond(s)/Note(s) as permitted.




9. Financial Details

It is expected that the Fifth & Market TIF District will be established in May, 2006.

In order to add to the security for the new debt, PNC, or a related entity acceptable to
the URA, through a Minimum Payment Agreement, will guarantee payment of the
amount required for debt service and related costs to the extent the pledged increment is
insufficient to pay the same.

The specific terms and structure of the TIF Bond(s)/Note(s) will be determined at the
time of issuance; however, the expected terms and structure are summarized on page
13. All TIF Bonds(s)/Note(s) issued for the Three PNC Plaza project will be required to
be retired no later than 20 years after the approval date of the creation of the TIF
district.

TIF Bond(s)/Note(s) proceeds may be used to pay construction period interest. The
TIF Bond(s)/Note(s) are contemplated to be issued as taxable instruments. That legal
determination will also have an impact on the interest rates and the proceeds to be
received.

The specific uses for various sources of funds may be interchanged as necessary to
efficiently fund the total project. It is currently anticipated that TIF Bond(s)/Note(s)
proceeds will be used to pay costs of construction for part of the parking garage and
part of Three PNC Plaza. The proceeds may be also be used for some soft costs related
to such work.

V., Maps of TIF District, Existing Site Conditions and New Master Plan

The map on page 14 shows the boundaries of the proposed 5th & Market TIF District and the
map on page 15, shows existing land use.

VI. Proposed Zoning Changes
The Fifth & Market TIF District is currently zoned GT-A (Golden Triangle Subdistrict A).
No zoning change is necessary for the Three PNC Plaza Project, although City Planning

Commission approval of a Project Development Plar will be required.

VII. Estimated Non-Project Costs

Three PNC Plaza is the first of what is hoped to be a number of redevelopment projects in the
Fifth Forbes Corridor. A portion of the $1 million Hometown Streets grant that the State
committed to the Project may be used for streetscape improvements to support other
developments in the corridor,




VIII. Proposed Relocation Statement .

The-Developer has acquired privately the parcels that make up the site for Three PNC Plaza and
a staging area that is across Market Street from the site. Current occupants on these parcels
include six businesses and one outdoor advertising sign. The Urban Redevelopment Authority
was not involved in the site assembly.

Businesses that will be relocated from the site may apply for financing under the URA’s business
development lending programs for assistance in reestablishing at other locations.

IX. 1% Neighborhood Development Fee
As per City of Pittsburgh Ordinance No. 28 enacted in December 1998, PNC will be required to

pay a 1% fee to the Urban Redevelopment Authority, to be used for neighborhood development
in the City of Pittsburgh.

X. 1% School Development Fee

As per Pittsburgh School Board Resolution No. 12 approved on May 26, 1999, PNC will be
required to pay a 1% fee to the Pittsburgh School District, to be used for school development in
the City of Pittsburgh.
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THREE PNC PLAZA
Full Project Cost Summary
Ceiober 27, 2005

[Cost Category
Item Description Garage Office Hotel Condos Total
Land Costs 50 59,400,800 50 $0 59,400,006
|Architecture/Enginecring .
Survey - ALTA 30,000 1] [} 0 30,000
Esnvironmewtal Phase | 40 (KR) 13 a 0 SO0
Traffic 20,000 ] [ 0 20,000
Gentechnical 75,00 o a 0 75,000
Construction Testing 30,008 104,600 42,000 24,600 200,000
Archirecture 870,948 3,601,686 1,468,327 805,338 6,806,319
Reimbursables 14,274 49,482 19,983 11,419 95,158
Commissioning 30,006 104,000 42,000 24,000 200,000
Ar ing] 51,119,222 53,919,168 51,572,310 SB64,777 7,466,477
[Off-Site Construction s s s 50 [}
[Building Censtruction - Hard Costs
Foundations 1,249,100 ] [} 0 1,249,100
Parking Garage 9,395,751 1] a 0 9,395,751
Base Building Shell [ 24,120,850 9,915,055 5572684 39,609,489
Hate!l Lobby and Mezzanine 6 D 4,160,337 0 4,100,337
Common/Service 0 4,100,115 1,685,536 947,257 6,732,908
Hotel Rooms il o 7,550,494 Iy 7,550,494
Office - Core and Shell [} 7,341,907 g 0 7,341,507
Condominiums a 0 a 5,588,128 5,588,128
Site [} 2,060,948 847.245 476,145 3,384,338
Sublotal ing Construction Hard Costs, §10,644,851 337,621,820 $24, 099,567" 512,584,214 S$H4.952 452
|Building Construction - Soft Costs
Insurance-Liahility and Bujlders Risk 160,505 556418 224,707 128,404 1,070,034
Taxes 25,681 86,027 35,933 20,545 171,206
Permits and Inspection Faes 67,345 233,463 94,283 53,876 448,967
Bonds 121,984 422,878 170,778 97,587 813,227
Fees & General Conditions 1,057,760 3,666,901 1,480,864 846,208 7.0%1,733
Escalation 856,422 2,968,929 1,198,991 685,137 5,709,479
Contingemcy 713,685 2,474,107 995,159 §70,948 4,757,899
Subtotal Building Consrruction Soft Costs 53,603,382 $10,413,723 84,304,735 $2,402,705 520,022,545
Tenant Allowanee 50 518,060,450 50 0 18,060,450
[Hotel FFAE s 30 §2.540,710 0 2,540,710
[Condominium FF&E s $0 $0 $199.560 190,560
|Administrative
General Liability Insurance 8938 1,159 12,584 7.191 59,922
Title Insurance 24,911 87,052 34,876 19,929 166,758
Transter Tax « Lasd Purchase L] 3R OO0 0 g 38400
Transfer Tax - Unit Sales 9 [ 1] 377,045 177,043
Appraizal - in and oul 10 (W00 204600 (O.000 10060 SO000
Recording Focs - Land Purchase Q 27,500 V] 0 27,500
Recording Fees - Condo Purchase 4] [ o 47,850 47,350
Fees 30,000 149,600 240,000 56,000 475,000
Legal 95 000 AT2,600 121,000 112,000 200,000
Lender's Architect 6,502 22,539 9,102 5201 43344
Construction Period Real Estate Taxes a 775,600 1] ¢ 775,000
Develaper Reimburseables 15,000 52,000 21,000 12,000 100,000
A i ive Casts 5196401 §2,030,250 $448,562 $647,216 53,316,429
[Leasing & Marketing
Real Estate Agent Commissions 0 £.500,000 o $57,000 2,457,000
Marketing Costs o RD,000 632,000 50,000 762,000
Sulbwotal Leasing & Murkering 50 $1,580.000 $632,060 $1.007.000 53,219,000
P roject Contingency $498,901 52,300,136 $1,113,662 §580,802 $4,593,501
[Project Munagement/Developer's Fee §274,725 §1,541,928 $613,240 $319,825 $2,749,125
[Garage Reallocation of Cost to Condos L 50 30 R1] " 0
(Garage Reallocation of Cost 10 Hatel S0 50 $0 $0 50
Financing Costs $187,800 $1,050,500 $418,000 $217,800 51,873,308
[Construction Period Interest §927,344 55,386,987 $2,533,48% $1,371,250 $10,720,979
Tatal Development Costs Refore Financing 516,836,726 394,104,938 §38,176,285 | 520,183,158 $169,506,127
Units 336 361,208 158 32 781,587
Spaces RSF Rooms Units GSF
(Iocludes 40 valet) $328.78
Cast per sf
Cost Per Unii] 581,020 5261 5241622 $630,880 5217
Cost/Parked Car | Cost Per RSF | Cost Per Key | Cost Per Enit LCost Per GSF

Ll




FIFTH & MARKET TAX INCREMENT FINANCING PLAN

TAX INCREMENT BASE

‘Millage Rates
City Tax 0.01080
County Tax 0.00469
School Dis Tax 0.01392
2006 Assessment
Lot Block 2006 Assessed Values Owner
1D-173 $1,423,100 PNC Bank Corporation
1D-188-2 $37,000 PNC Bank Corporation
1D-243 $309,200 PNC Bank Corporation
1D-245 $437,900 PNC Bank Corporation
10-246 $412,300 PNC Bank Corparation
10-247 $1,238,000 Pittsburgh National Bank
10-250 $1,446,300 Pittsburgh National Bank
1D-251 $1,305,600 Pittsburgh National Bank
TOTAL $6;609,400

12




£l

uonedipied jo 91ey aAj0eyT Ul jO UONRINI(ED Bl JO UCISSNISIP JO) Senuaasy pebpald, 7 Led ‘Al Lonaag o1 1a)ey (L) sejoN

00000081
0

25£'5eS
000'¢L
00'0v8'051
000'0v
00'055'88L %
a8'LvL'2ELS

00'D00'GER'BLS
74

ROELE
999'294'1%

999'£94'45

988°L8L°18
000°€
000'%
000'0Z
988'vBLLS

pund joalolg 10} a|ge|ieAy Spasd0ld 19N

puUnj aasasay smalag 1920

15215)U) pazijejden

£]S07) SNOBUE||30SIW

%080 884 si8jliMuapun

5994 JOSIADY [BIMIBLIY PLB [BEUN0Y puog
%00°L 83 (W) J18nss] @3UENnsS| JO S)S07) [s%87
sBuied )seiaju] pund UONOTLISUOD PEjBWNET SNy

(000°s$ O} PapuNCJ} PUOH / SJON 0 Junawy [edjaulid SSOID

{srea) wre)
{prarp puog) oley 1Sasalu}
Juewied Jop moi4 Ysen) Buoueul 4 18N
%001, 101384 3681000 JBYY MO|4 YSBD) jBnluY
JUSWARL PUOE / BION 10} 9q8|IBAY MO YSBD (ENLLY|
ae4 ypny
aa4 galsni)
UORENSIIIWBY YN S99 [BNUUY [SS87
S[QE|IEAY MO YSED [ENULY S504D

998'vEL'LS

584018
LG91L

FASN TAR
1]
2616413

LOF'/89'L S
FEB PELE

’ GEE'ZIR'TS
ZEEaL

2412900’

Lipusung yun

Yees 90-494-8

a3903d LNIWININI XV TVLIOL

pafipaid Juawaiou] xe i Buyied 19N
saipog Buixe} O] UCHNQUISIA %0 1§59

JUBLWAIU] XB Y 18N
SEXE | JUBLIND 19557
sexXE] MEN (101

juawsou) xe] Bupped enuuy payoalold

pebpald JUBWeIdU) Xe ) 2)e)sT |2ay 1aN
seipog Buie ] 0] UoHNqUISIA %0p 597

WBIIBIOU| Xe ] 19N

Saxe | JuaLng 1§58

SUXE} MON (2101
WIWBIOU X | 8RS [eay |enuuy pajaalosd

£59°LL
SBF'40L
ZrL'sLl

wiay Buunp A0 o) pabpaid juawaisuy jo %op

pabipald Juswwaiou] Jo %08
JuBLWBLIU| pajalold

saxe] asegq

Yro'pLe'ZS
189 °EYY

894'PEE'L

965'6E0"1$
-

BLO'STL'LS
eV LLL
106'EES

BEZ'PLS

9Zr'ss9’is saxey |eyoy)
802992 Aunop
198'008 PLISIa [coYrg

1581298 Ay

L117900°ES PrO'PLE'ZE €19'Z6L$ Juncssiq @ sexe] B0
06E'CE0'ES LDD'6ER'TS Z9E'V6IS sexe] |ejo)
B50Viv [EEST 9IE0E %002 wnoosi @
€EL'EYY SEL'ZSY 866'0€ BOV000 funon
LG1'9EY'L 294 VEE'L 62E'L6 %480 noosig &
6TL'GEY'L 9zL'eve"L £00'26 Z6ELOD 1314813 |ooYog
10S°90L'LS 06G'SE0"LS 206'0L% %90 wroosic ©
9Z8'eLL' LS 9rG'TE0' LS Z9e'14L$ 080i0°0 A0

ovt' LvL'EaLs

00¥'609°93

%0008
%0009
%0009
%0009

AN pajpeloly

aseg xel ANd s

uonedped xe) Supued (¢

) YoMISIT [c0YoS - uonedionied Xe| sieis] [eay andey3 (€
(1 AunoD - uonednpied xe | ejeis3 [y eAoRy3 (2

2 A1 - uonedionied xe) 9)e3s3 jeey eanven3 (1

1L SNd - 3002 jo saliag

HOUNAGSLLIG $O Vil
SLINIVN TVLIdYD INd




usIia diL HMV_._mS_ pue yyi4 pesodo.id

s|eoled pabpa|d ® Alepunog jousiqg 411

s|eoled pabpald

Aiepunog josIq 411

AvH13da

aoom

w1 ) S

= = %

L

_J
dAV H1lald

N

IJAVEINTO
L)




UISIC 1L 19MEN PUE Y4 pesodoig

asn pue bunsixg

Buipjing jueseA
N s100]4 I | paeoqgpg —
b Fr UG [BPIBRIIGD woruved [N
INFHIEHAOT— — | - \
XN -
L3 = A
| ) T IINEVIN Y |
mERTL g B :r.ﬁ;
HN=ymEle S
= AN |

i

dAV H1idld

: : )
ANV ddATTO
. 7 - 11




THREE PNC PLAZA

Economic and Fiscal Impact

The construction of Three PNC Plaza will create 400 direct on-site jobs with an aggregate
payroll of nearly $20 million. Furthermore, these direct jobs will create 400 additional
indirect, or spin-off, jobs off-site with an aggregate payroll of $15.4 million. Direct
consumer expenditures will total more than $17 million and nearly $52 million in material
purchases will be made in the Pittsburgh region.

The related fiscal impact of construction will be approximately $5.6 million in tax revenue
to Pennsylvania, Allegheny County, the City of Pittsburgh, and the school district.
Pennsylvania will receive approximately $4.4 million in tax revenue and Allegheny
County will receive $285,000 in tax revenue. The city the school district will receive more
than $700,000 and $200,000 in tax revenue, respectively.

Once construction is complete and the project is stabilized, the development will create
approximately 372 direct, on-site jobs with an aggregate payroll of nearly $15 million. As
a result, 325 indirect, off-sitc jobs will be created from expenditures made by the direct
employees. The development will create a total of $10.8 million in other direct retail sales
off-site in other statewide locations.

The related fiscal impact of the annual operations at build out will be more than $4.8
million in tax revenue to all taxing jurisdictions. At completion, Pennsylvania will receive
more than $1.5 million and Allegheny County will receive nearly $540,000 in tax
revenues. The city of Pittsburgh and the school district will receive approximately $1.3
million and §1.4 million in tax revenues, respectively, during annual operations.

Annual Fiscal Impacts - Annual Operations at Build Qut
Allegheny City of  City of Pittsburgh

Pennsylvania  County Pittsburgh  School District Total
Income Tax Revenue $455,550 N/A $11,129 $11,129 $477,808
EMS Tax Revenue ' N/A N/A $19,344 N/A 319,344
Real Property Tax Revenue N/A $483,733 $1,113,928 $1,435,729  $3,033,390
Indirect Sales Tax (off-site) Revenue $580,905 $53,788 N/A ‘ N/A $634,693
Hotel Rooms Tax Revenue $480,391 N/A N/A N/A $480,391
Parking Tax Revenue N/A N/A $170,497 N/A $170,497
Business Privilege Tax Revenue N/A N/A $20,072 N/A $20,072
Total $1,516,846 $537,521  $1,334,970 $1,446,858 $4,836,195

Pennsylvania will receive more than $1.5 million in tax revenue, of which $455,000 will
be in income tax from new employees, nearly $581,000 in indirect sales tax revenue, and
$480,000 in hotel taxes.

At build out on an annual basis, Allegheny County will receive nearly $540,000 in tax
revenue, of which, $484,000 will be from real estate taxes, and $54,000 from indirect sales
tax revenue.

On an annual basis, the City of Pittsburgh will receive more than 1.3 million in tax
revenue, of which $11,000 will be in income tax revenue (assuming 15% of new
employees will reside within the city), more than $1.1 million in real estate taxes,
$170,000 in parking tax revenue, $20,000 in business privilege taxes, and $19,006 in EMS
tax revenue. The school dlstnci will receive more than $1.4 million in tax revenue from
income taxes and real estate taxes.
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THREE PNC PLAZA

Annual Fiscal Impacts - Annual Operations at Build Out, Net of Pledged Real Estate Tax and Parking Tax Revenue

Allegheny City of City of Pittsburgh

Pennsylvania County Pittsburgh School District Total
Income Tax Revenue $455,550 N/A $11,129 811129 $477,808
EMS Tax Revenue N/A N/A $19,344 N/A $19,344
Real Property Tax Revenue N/A $181,094 3417,019 $537,490 $1,135,603
Indirect Sales Tax (off-site) Revenue $580,905 $53,788 N/A N/A $634,693
Hotel Rooms Tax Revenue $480,391 N/A N/A N/A $480,391
Parking Tax Revenue ) N/A N/A $68,199 N/A 568,199
Business Privilege Tax Revenue N/A N/A $20,072 N/A $20,072
Total $1,516,846 $234,882 $535,763 $548,619 52,836,110

Approximately 60% of the estimated real estate and parking tax revenue has been pledged
to the TIF financing for a period of 20 years. The remaining real estate and parking tax
revenue will be paid to the taxing jurisdictions. Net of the pledged real estate tax revenue
and parking tax revenue, the total fiscal impact to the state, county, city and school district
is nearly $3 million.

Market Impact

The site of the proposed Three PNC Plaza is located along Fifth Avenue at Market Street
in an area known as the Fifth and Forbes corridor. This area has seen a significant amount
of public interest recently. Several attempts have been made to revitalize the corridor into
a thriving retail and commercial neighborhood. '

Currently, there are very few new construction office buildings with more than 50,000
square feet of contiguous space available. There is only one within the CBD, known as
Piatt Place, located in the Fifth and Forbes corridor with the subject. This building is
currently being renovated from a former large department store into office, retail and
condominiums. Other than Piatt Place, large tenants secking a quality Class A image will
be forced to look outside the CBD. The subject site is an ideal location for the proposed
development.

There is a need for the proposed luxury boutique hotel within the CBD. The hotel will fill
the demand for the luxury niche in the core of the CBD.

Additionally, the proposed 32-unit condominium component is a good fit for the high-end
mixed-use development. The proposed product is consistent with the office and luxury
boutique hotel components of the development and the location within the CBD is
excellent.
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Gary Jay Saulson
Director of Corporate Real Estate

4127625544 T 412 768 2078 F  garysaulseng? pne.com

& PNC

April 4, 2006

Mr. Dennis Davin, Director

Allegheny County Department of Economic Development
425 Sixth Avenue, Suite 800

Pittsburgh, PA 15219

Re:  Fifth and Market Tax Increment Financing Plan,
PNC Financial Services Group Development Commitments

Dear Dennis:

At the meeting of the Allegheny County Council Committee on Economic Development
(“the Committee™) held at 4:00 p.m. on March 30, 2006, the Committee requested that the PNC
Financial Services Group (“PNC”) make certain commitments with regard to the scope of the
development anticipated to be funded by the tax increment proceeds currently being contemplated
in the Fifth and Market Tax Increment Financing Plan (the “TIF Plan”). The commitments
requested by the Committee are more specific than the project’s scope described within the TIF
Plan.

Enumerated below are design and program specifications included in the curremt
schematic design for the project, which PNC hereby commits to provide, subject, of course, to the
project receiving (i) the public funding which is detailed in the TIF Plan and (ii) the necessary
approvals from the City of Pittsburgh and all other public bodies:

1. The ground floor retail portion of this project will contain a minimum of 5,000
rentable square feet of ground floor retail space. Such space may include restaurants,
lounges, merchandise retail and other related retail uses.

2. A minimum of 50% of Parcels 1-D-153 and 1-D-156 (the “Triangle Parcel”) will be
left as open green space open to and accessible by the public after the completion of
this project.

3. The project will include approximately 30 residential condominiums, comprising a
minimum of 50,000 sf, to be located on the upper floors of the project.

4, The project will contain a minimum of 150 hotel rooms and suites.

5. At the ground and mezzanine levels, the project will include, in a portion of its
exterior design, an architecturally significant quantity of natural quarried stone.

The PNC Financial Services Group
Two PNC Plaza 620 Liberty Avenue Pittsburgh  Pennsylvania 15222



Mr. Denrus Davin

April 4, 2006
Page 2
6. The total number of parking spaces that will be available upon completion of the

project is 330 (including the valet spaces), 70 of which will be available on a daily

~ basis for transient public use. This means that such spaces will not be allocated by
lease or other commitment, but will be available to visitors of the building or the city
at daily market rates for usage.

We believe that the above sets forth all of the commitments requested by the Committee
beyond those contained in the TIF Plan, consistent with the March 30" design presentation to
the Commuttee.

We are grateful for the opportunity to appear before County Council’s Economuc
Development Committee and to present a project which we believe will help to transform the
Fifth-Forbes retail corridor and provide important public benefits to the entire community.
We agree with the Committee that the public will be well served by a project that truly
animates the street, that is pedestrian friendly, and that will bring workers, visitors and
residents to the area on a 24 houwr/7 day basis.

Sincerely,

P P Brash—

Gary Jay Saulson
Director of Corporate Real Estate




