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RI O NUEVO MULTI PURPGSE FACI LI TI ES DI STRI CT

1 CHAIRMAN McCUSKER: cood afternoon, everyone.
2 Welcome to the July Rio Nuevo meeting.
3 Brandi, bless her heart, isat jury duty, so
4 we're having some adventures with the Zoom.
5 Jannie, | think you're on the public side, and
6 | think Edmund might have gone straight to exec. But
7 indeed we have aquorum, so I'm going to call this meeting
BOARD MEETI NG VI A ZOOM 8 to order. i
Tueson. Ari zona 9 Huna, you have avirtua flag?
’ 10 MR. HAMMOND: I do. I'll try and share it and
uly 22. 2025 11 test our connection here.
1:00 p.m 12 (Discussion off the record)
13 CHAIRMAN McCUSKER: Let'ssee. Dan, whenis
14 thelast timeyou led the pledge?
15 MR. MEYERS: Never.
16 CHAIRMAN McCUSKER: Thereyou go.
17 (Pledge of Allegiance).
18 CHAI RMAN M CCUSK ER We might have to go back to
19 Corky.
FEPORTED BY: 20 Tim, do you want to call theroll?
Thomas A. Wppert, RPR 21 MR. MEDCOFF: Sure.
AZ CCR No. 50476 22 Mike Levin.
FINK & ASSOC ATES 23 MR. LEVIN: Here.
6095 East Grant Road | 24 MR. MEDCOFF: TaunyaVillicana?
(520) 624- 8644 25 MS. VILLICANA: Present.
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1 BOARD MEMBERSPRESENT: 1 MR. MEDCOFF: Corky Poster.
2 Fletcher McCusker, Chair 2 MR. POSTER: Here.
3 Edmund Marquez, Vice Chair 3 MR. MEDCOFF: Jannie Cox.
4 Taunya Villicana, Secretary 4 MS. COX: Here.
5 Jannie Cox 5 MR. MEDCOFF: Shay Jimenez.
6 Shay Jimenez 6 MS. JIMENEZ: Here.
7 Richard Oseran 7 MR. MEDCOFF: Richard Oseran.
8 Michael Levin 8 MR. OSERAN: Here.
9 Corky Poster 9 MR. MEDCOFF: And Fletcher McCusker.
10 10 CHAIRMAN McCUSKER: I'm here.
11 ALSO PRESENT: 11 Mr. Sheafe istraveling and Mr. Marquez already
12 Ms. Brandi Haga-Blackman, Administrative Director |12 moved himself to the executive session.
13 Mr. Timothy Medcoff, Board Counsel 13 So we do have some minutes to approve. You
14 Mr. Mark Collins, Board Counsel 14 have two sets of minutes, June 10th and June 24th. If you
15 Mr. Dan Meyers, CFO 15 don't have any changes or objections, | can take amotion
16 oxoox X 16 to approve both.
17 17 MS. VILLICANA: So moved, Taunya.
18 BE IT REMEMBERED that a meeting of the Board of |18 MS. COX: Second.
19 Directors of the Rio Nuevo Multipurpose Facilities |19 CHAIRMAN McCUSKER: Jannie, thank you.
20 Didtrict was held viaZOOM, in the City of Tucson, State |20 All in favor say aye.
21 of Arizona, before THOMAS A. WOPPERT, RPR, Certified |21 (Motion made, seconded and passed unanimously).
22 Reporter No. 50476, on the 22nd day of July 2025, |22 CHAIRMAN McCUSKER: Thank you for that.
23 commencing at the hour of 1:00 p.m. 23 Thisisthe time we've set aside for exec. We
24 24 just need amotion to recess.
25 25 MS. VILLICANA: Moveto --
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1 MR. LEVIN: Second. 1 HighWire. And we have -- as Fletcher said, we're well

2 CHAIRMAN McCUSKER: Allinfavor say aye. | 2 over capacity. | call it sold out. It'safree event,

3 (Motion made, seconded and passed unanimously). | 3 but it requires reservations, so those who don't have one

4 CHAIRMAN McCUSKER: sofor peoplethatare | 4 will have to missthis one. But there's no reason to miss

5 online, we go into executive session. Today it will 5 the murals. Just be downtown and it's easy to find them.

6 probably be about 40 minutes, 45 minutes, and then wewill | 6 They're beautiful, four murals. And it'sonly aone-mile

7 be back. 7 walk between the four murals. But we plan to walk

8 Members, click out of this. You should havea | 8 hundreds of people around that walk.

9 link to the executive session. 9 And Tucson Trolley thankfully has donated their
10 (Recess) 10 trolley to the event this Friday evening and they are
11 CHAIRMAN McCUSKER: okay. I needamotionto |11 going to -- Tom Heath told me they will make as many runs
12 reconvene. 12 asthere are people, which | think we've got way more
13 MS. COX: So moved. 13 people than he can handle, but he said he'll keep going
14 MR. LEVIN: Second. 14 around as long as somebody wants to go, so it's going to
15 CHAIRMAN McCUSKER: Thank you. 15 beagreat event.

16 All in favor say aye. 16 CHAIRMAN McCUSKER: ailright. wehave some

17 (Motion made, seconded and passed unanimously). |17 money in the new year for murals. We've also assigned

18 CHAIRMAN M cCUSKER: Thank you, everyone, and | 18 that to Jannie, so she'sleaving area legacy as her part

19 welcome back to the July Rio Nuevo regular meeting. |19 of Rio Nuevo.

20 Y ou can see we've got a busy day with some |20 So you don't need to hear anything else from

21 really fun projects al from our local partners. Many of |21 me.

22 them will be present. 22 Dan, go ahead with your financial report.

23 | am going to table the Country Home item. |23 MR. MEYERS: Okay. ThisisDan Meyers. I'm

24 That's Nate Ares project on the south side of Broadway. |24 the CFO here at Rio Nuevo.

25 We're looking for some more data before that gets back on |25 At the end of June, we had about $8.5 million
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1 the agenda, so everything else survived the executive | 1 in unrestricted accounts. Of that $730,000 is restricted

2 committee meeting. 2 to make our July 1st debt service leaving about

3 | do want to take alittle -- if you'll indulge 3 $7.75 million.

4 me, I'm going to share my screen. | should haveit. 4 We're still waiting on some information to make

5 Huna, give me screen share. 5 the calculations for our March and April rebates. |

6 MR. HAMMOND: | forgot from earlier. 6 expect that to be about $250,000.

7 There you go. 7 And then our April TIF revenue, typically we

8 CHAIRMAN MCcCUSKER: Letsseewhereitwent. | 8 get those within 60 days. It lagged and we didn't get

9 Let mefind this page. 9 those until early July, so | add those back.

10 Okay. Now I've got share. 10 And then we are -- with our new budget, we're
11 Do you see avideo? 11 expecting about $475,000 of income or cash each month.
12 MR. MARQUEZ: Yep. 12 And since we do this over a 12-month period, 5.7 million,
13 (Video played). 13 coming up with about $15 million in available cash.
14 CHAIRMAN McCUSKER: Sothat should have |14 MR. MEDCOFF: Dan, do you want me to share my
15 stopped. Yes. Thank you. 15 screen onthis?

16 Jannie, thank you so much. You know, it'sa |16 MR. MEYERS: Oh, yeah. I'm so sorry, Tim.
17 redly great 12 minutes representing what you've donefor |17 MR. MEDCOFF: I'vegot it up. Go ahead.
18 ayear or longer. We wanted the community to preview |18 MR. MEYERS: Okay.

19 that. 19 Okay. So asfar ascommitted projects, we've
20 If you want to just again mention your schedule |20 got about $17 million of projects on our books as of now.
21 for -- | think you're sold out, so there'snoroom for |21 6 million of that is expected to be paid out outside of
22 anybody else, but -- 22 the next 12 months leaving about $11 million, so you see
23 MS. COX: Wéll, there'sno room. We are 23 that we've got about a4 million-dollar -- | guess I'll
24 oversold out, but our event to celebrate the four new |24 call it acushion for the time being.

25 murals and Tucson's 250th birthday isthisFriday at |25 Just a couple comments. Our revenues have been
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strong. We're averaging $1.623 million for the first 11
months. | expect our revenue to comein very close to
$20 million this year, which is, you know, our al-time
record and | think it's evidence that our projects we're
bringing on board are continuing to generate more
tax dollarsfor the state of Arizona and the city of
Tucson.

If you want to go over the project list on the
next page, we go over these about every month, you see
them listed item by item. The onesin -- that are
highlighted, those are the ones that are expected -- some
portion at least to be expected to be paid outside of the
next 12 motion. The big one in there, of course, isthe
Moxie Hotel. And so that amount comes up to again about
$6 million.

Does anybody have any questions on any of this?
(No oral response).

MS. COX: No questions, but you do such a great
job for us, so --

MR. MEYERS: Oh, thank you. Well it'sa--

MS. COX: Tracking down those dollars, too,
from the non-payersisabig deal.

MR. MEYERS: Well, | appreciatethat. And, you
know, when you see things like these murals, it kind of
makes you proud to be part of the organization, so thank
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audit next Wednesday. The auditors are coming out for our
annual audit. And, like you said, that kind of feeds
itself into the performance audit as well, so we've got a
busy couple months coming to get these --

CHAIRMAN McCUSKER: andall of that's available
online and fully transparent.

Speaking of the budget, item number seven, we
do have a couple of budget items that we didn't consider
when we passed the original budget. One of thoseis just
the timing issue as it relates to cash on hand. We had
some money come in after the end of our fiscal year,
June 30th. We forgot about Janni€'s request to provide
some maintenance to the Presidio project. That was a
$50,000 request. Dan and | just inadvertently left that
out of the budget.

And we now have a pretty serious cost overrun
for the renovation of the Sosa-Carrillo house. And |
think Michael Becherer is online, | hope, to help us with
that portion of the budget problem.

MR. BECHERER: Yes, sir, I'm here.

CHAIRMAN McCUSKER: sowhat wedoin these
situations since the budget isrelatively new is actually
ask the board to look at these items and we would amend
the budget accordingly.

So we can -- let's hear from Michael about the
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you, Jannhie.

MS. COX: Thank you.

CHAIRMAN McCUSKER: we have mentioned that in
the past couple of meetings, we didn't talk about it much
during the budget process, but $20 million of annual
revenue, when we started -- Edmund and | started, that was
$9 million. And al of that $9 million went to the state,
so Rio Nuevo only participatesin the incremental amount,
the amount above the base, so we've more than doubled the
tax base within our geography. And when people say, oh,
you know, you guys just give money away, you can seeitin
the return of tax dollars paid back to us.

We don't get an appropriation from the state.
The only money we create is money that we create through
economic development. And that's now, as Dan indicated,
approaching $2 million amonth, so it's really quite
extraordinary.

| will mention | heard from the auditor general
last week. We get an auditor general audit every three
years. They told me that they've awarded that contract.

And, Dan, we should expect them on site herein
the next few weeks.

That's a performance and a financial audit and
it takes about 60 to 90 days before that gets published.

MR. MEYERS: Yeah, were starting our financial
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Sosa house, and then we can entertain these all together
or one at atime.

Michael.

MR. BECHERER: Thank you, Mr. Chairman.

I'm happy to be here. 1'm not happy about why
I'm here. Thisisnot conversations| like to have with
clientsand | just -- rest assured | wouldn't be here if
we had any other choices.

I've got a presentation I'll walk through to
explain what's going on at the Sosa-Carrillo house.

Y ou know, obvioudly it's avery old structure
and it'san individually listed historic structure. And
aswe got into it and started to understand the actual
condition of the house and what was necessary, it became
apparent that more work was needed.

And I'll go over just at ahigh level the big
pieces that are contributing to this. I'll go through
this quickly, | know you have along agenda and some other
items, and then we can obviously have a discussion
afterwards, so --

CHAIRMAN McCUSK ER: wedo havealot of new
people, Michael. If you just maybe want to give a
two-minute history of the Sosa-Carrillo house, you know,
when was it built why isit so important.

MR. BECHERER: Yes, | will.
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CHAIRMAN McCUSKER: Thank you.

MR. BECHERER: Absolutely.

All right. So you should see my screen now.

CHAIRMAN McCUSKER: Yes, sir.

MR. BECHERER: So on the screenisthe
Sosa-Carrillo house. It was actually built -- the current
version of it it appears was built in the late 1850s. It
had been a home for avery long time.

In the 1960s it was one of three structures
that were preserved during urban renewal. It was actually
stated for demoalition, but the local preservationistsin
the late '60s rallied to save the building and were
successful doing that.

The building did go through afairly major
renovation in the 1970s and was owned by the Arizona
Historical Society up until two years ago when Rio Nuevo
acquired it.

And I'll talk about this alittle bit. You
know, the Historical Society's ownership of it in the last
ten years, due to state funding cuts to the Historical
Society, they were unable to maintain the building, which
led to some of the issues that we're looking at today, but
not all of them. Some of the things we're dealing with
arejust intrinsic to buildings, particularly adobe
buildings that are this old.

© 00N O WNP

NNMNNRNNNRERRRERRRRRRR
O DN WNRPROOOWNOOMWNEPRO

Page 15

until thefall of the following year that Los Des got the
Melon grant and Rio Nuevo agreed to match that, so at the
end of '23, created that second scope of work that we had
started to do the design work and permitting for that.

We redlly didn't finalize our permits because,
remember, thisis an individually listed property with the
National Park Service, so we had to go through the full
historic review process. We didn't get those final
approvals until spring of this year for the extent of the
work that we are doing, and then we are working with Sundt
on the project as our general contractor, and they've
finalized their GMP just in the last month.

Currently we do have approved permits and we
are ready to start construction, you know, but
unfortunately we have this issue that we need to resolve
in terms of the overall funding of the project.

So to talk through the scope, again, you know,
I've covered this already, but thisis an old Sanborn map
from 1883 when Main Street and Meyer was still there. You
can see the red box is the Sosa-Carrillo house. That's
the earliest recorded form. We know it was constructed in
its current form in 1850, the renovations were in the '70s
and, as| said, the HS ownership was up until just
recently.

The current condition, it was fully restored in
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And just to remind everyone, an adobe building
is essentially amud brick, so it is basically made out of
dirt and we're trying to maintain a building, you know,
that's 170 years old to last another, you know, basically
50to 75 yearsin its current position.

So asfar as the overall project status goes,
itis--

I'm sorry. The building itself isin the
center of the TCC campus. It is currently owned by Rio
Nuevo. Los Descendientesisin the building and uses
that. They have along-term lease with Rio Nuevo to use
that building for cultural events.

And parallé to this restoration project, Los
Des has gotten a Melon grant that Rio Nuevo matched to do
some educational enrichment and ADA upgrades and site
upgradesto the building itself and the site, so they
are -- they --

Ricki Rojas with Los Desto her credit went out
and got a substantia grant to be able to further improve
this property, but the restoration project we've always
carried as a separate line item from the Los Des and the
Melon grant that they're working with right now.

So if welook back at the project status, in
July of '22, | believe, Rio Nuevo approved about
$1.2 million for this restoration project. It was not
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the 1970s. This photograph is from the late '60s prior to
that restoration. It waswell intentioned, but it was --
there were things that were done at that time that are not
considered best practices and probably added to the damage
of the building.

The most notable that most people know about is
they did use a cement plaster on the outside of the
building. It would traditionally have been lime. The
lime plaster breathes and causes moisture to move out of
thewall. The cement plaster traps that moisture and
causes the adobe to actually deteriorate and again turn to
dust at some point.

Y ou know, the second issue with the condition
again was the HS ownership. Again, very well intentioned.
They maintained the house for avery long time, but they
simply -- due to the state budget funding, they were
unable to maintain the building at the level it needed at
least for the last decade, maybe longer.

| pulled areport that Mr. Frost did, you know,
15 years ago that basically said the same thing that we
were saying two years ago, so this building has had some
continued problems going on up until the -- to the modern
area.

The restoration scope of the project that we
had proposed and was funded originally was to reinforce
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1 thefoundations. We see cracking in the building that is | 1 scope would be to stabilize this building and make sure
2 clearly evident of movement in the walls, that the 2 that it lasted into the future.
3 building is settling. The adobe needsto berestoredas| | 3 And then all of that original budgeting
4 mentioned. Moisture was trapped and moisture would wick | 4 obviously was done just on some basic concept design, so
5 up through the ground into those adobe walls and havethem | 5 the full detail of what needed to happen was not fully
6 deteriorate to the point where there are areas in the 6 developed at that time, so | think the overall scopeis
7 building you can drill a hole through the plaster and dust | 7 probably alittle under where it should have been. We
8 will come out because the adobe has deteriorated. 8 could have made some adjustments and probably fit in this
9 The west-facing windows and doorswhich arein | 9 budget had things been the way we expected them to be, but
10 thislower drawing have all substantial sun damageand dry |10 we found some things that simply aren't what we would
11 rot, so those need to berestored aswell. Thestuccoall |11 normally find.
12 over the buildings really should be fully removed and |12 Y ou can see the budget here. It's broken down

NN NN R R R R R
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replaced with alime plaster so that the building can
breathe and will just be healthier moving forward into the
future.

We are doing some site modifications to keep
the moisture away from the building so the building
itself, we don't get the wicking from the ground to get
the water up into those adobe walls anymore and we don't
have water ponding against the building any longer. This
has primarily been an issue on the south side of the
house, the southwest corner to be exact.

There were afew electrical upgrades we need to
make, just code violations that need to be fixed, and then
the HVAC unitis-- it'sat theend of itslife. It

NNMNNMNNNNRRRRERRR
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between -- design costs are basically different design
fees. Planning costs are permits. Y ou can see the direct
construction costs for the adobe doors and windows, the
roof, HVAC.

And then our contingency isthe last item,
which isjust the money we need to cover unforeseen
conditions, which got usto the 1.28 million, which is
what was originally approved back in '22.

MR. MARQUEZ: Michagl, it's Edmund. I'vegot a
guestion if you can go back a screen.

(inaudible) historical designation and
importance of this property, there's obviously pieces that
we're modernizing from HVAC, like they didn't have this
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simply cannot function any longer and needs to be
replaced.

Y ou know, along with these sort of specific
items, the discussion also was around this very clear
understanding of the legacy of this building on this
campus and that we do need to do what we can to preserve
it, so the intent for this restoration was for the
building to last at least another 50 to 75 years.

Again, the last mgjor renovation was done in
1970, which isroughly 50 years ago, so it istime to do
thisagain. And the restorationsin the '70s were
extensive, so it was no small task to begin with.

So welll talk about the original budget. You
know, it was approved by the board in '22. The budget was
fundamentally based -- when we put the budget together,
the board did not acquire the property yet. It was still
owned by AHS, so we did mostly avisual inspection with
bringing in some local experts in adobe constructionin
the spring of '22.

We did some minimal destructive investigation
just to understand the condition of the adobe in general,
and then we also sort of assumed best practices and the
conditions of similar historic structures, so we worked
with people who work with these buildings to come up with
the overall best guess that we could in terms of what the
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HVAC back in the day, or aswe bring in electrica
repairs, you bring in modern wire and --

MR. BECHERER: Correct.

MR. MARQUEZ: -- you know, the boxes, et
cetera. Isthere acertain line you can cross or can't
cross? Likein regardsto adobe, they have synthetic
stucco nowadays, you know, more modern materials that may
assist us. Arewe allowed to -- | see Corky shaking his
head, so is there anything that we can do to help
modernize the material s?

MR. BECHERER: Again, | rely on my consultants
to give me theinformation on this. The information that
I've been given isthat the lime plaster is really the
best solution in terms of being able to maintain the
building long term. It isstill the best material in
terms of a stucco coating.

Obviously we would, you know, do everything
else we can on top of that. When we're rebuilding the
adobe blocks themselves, they create a mixture of adobe
that as closdly asit can matches the original adobe so
that everything moves together.

What you don't want is to have differential
movement between different materials. So if wegoin
using modern and more experimental materials than what was
traditionally used, there's arisk of unforeseen
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consequences in the future that I'm not sure we're really
comfortable taking on like the cement plaster. Like
everyone in the '70s thought the cement plaster was great.
It was low maintenance, it was durable, it would last
forever. It just wasn't expected what it would actually
do to the adobe in the long term as it trapped the
moisture within the wall.

MR. MARQUEZ: Okay.

MR. BECHERER: Doesthat answer your question.

MR. MARQUEZ: Yeah, that'sgood. | don't know
adobe construction.

MR. BECHERER: Corky, would you agree with
that?

MS. COX: | took atour of the Cordova house
last year after restoration. It was the same story, the
same stuff about the moisture being trapped in the walls
and --

MR. POSTER: Yeah. No, | would agree with
Michael. The approach they're doing is exactly the right
approach. | mean, the problem in the "70s was someone
said isn't there a great new modern material we could use
and it seemed like a great idea at the time. It turned
out not to be agreat idea.

| should say that cement plaster is not always
abad thing if there's no water involved. It becomes
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confident and he understands the extent of the adobe
repair that's required right now, so we believe that
that's actually captured within the adobe restoration
budget number lineitem at this point.

CHAIRMAN McCUSKER: so, Michael, gotothe--
run what you need to finish.

MR. BECHERER: Okay. I'll go over this quick.

Thisisthe new budget. The numbersinred are
the ones that are in excess. Y ou know, as the budget has
increased and we needed additional design assistance,
particularly an engineer familiar with adobe construction,
we had some additional design fees, and then there were
just items that weren't broken out separately in the
original budget like pre-construction services for the
contractor. But you can see some of these numbers do get
quite high.

The next dide actually shows the overage, so
thisis how far over each item isfrom the original
budget. Itemsin black are under, soit'snot al over, a
little -- not that much help, but certainly just to note
that.

The biggest number in here is the adobe
restoration number, and then the contractor overhead is
over quite abit aswell. Some of that is because our
adobe expert that is doing the work, the scale of his
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really dangerous when the adobe is trapping water usually
coming up from the ground or from surface water and
then -- and then the cement plaster over adobe becomes a
really big problem. And clearly with the wicking of water
into this building, that's exactly what's happened.

Michael, can | ask you a question?

MR. BECHERER: Yes.

MR. POSTER: Do you have an adobe repair
alowance or isthat in the contingency?

Let me explain why I'm asking the question.
We're right now working on the commissary at Ft. Lowell
and we've -- for exactly the purpose you gave. We're
stripping the existing plaster off and we're discovering
adobe damage that we had no way of seeing and we had a
substantial adobe repair contingency in our budget that
allowed us to make the repairs that were discovered after
the plaster was removed and still not bust the budget when
wedid it.

CHAIRMAN McCUSKER: I think that's the next
dlide, because we didn't have any contingency.

MR. BECHERER: To answer your question more
directly, Corky, the adobe restoration budget is
established by -- we're working with Eric Means on this
project and he's been able to do some fairly extensive
destructive testing and analysis of the building, so heis
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business is such that they need to get additional
insurance for him as well, so there's some additiona
costs in the contractor overhead for that, so it comes up
to basically $429,000 over budget right now.

Y ou know, we did at this point perform some
extensive destructive testing now that Rio Nuevo owns the
house. We have had two years to actually observe the
movement. And I'll show you some of the things that we're
seeing and why we have a better understanding of what's
happening with this building at the paint.

We have included some scope for some roof
reinforcement that's related to seismic movement. This
could be deferred. 'Y ou know, we would recommend we do it,
but it's not required at this point. | will talk through
that and what that means, but these numbers are based on
the full documentation, so at the very least we know these
numbers are correct.

But to walk through this more precisdly, like |
said, the adobe restoration is about $329,000 over. |
have three mgjor items I'll show you in just a minute that
are contributing to that overage, but the door and window
restoration, that -- you know, under a normal project,
that overage would be absorbed by the contingency, it
would not be an issue. Same with the HVAC. There's some
miscellaneous cost, you know, and then the contractor
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1 overhead isjust -- some of that isaso just the 1 the existing foundations and we expected to do that only
2 expansion of the project scope has caused the contractor's | 2 at the corners of the building. Now with the realization
3 overhead to increase as well. 3 that these functions are this deep, it's going to be
4 The contingency, we've actually reduced that | 4 incredibly disruptive and quite expensive to dig deep
5 significantly because we do have a better understanding of | 5 enough to get down under these foundations to put in the
6 the building and we do feel we have the scope correct now. | 6 underpinning as we are proposing it.
7 Sowe still do carry a contingency, but we were -- wedid | 7 WEe've also seen additional movement over the
8 reduce that contingency as we move into construction | 8 last two years that tells us that we need to do amore
9 because we fedl -- we basically reallocated that money | 9 extensive foundation reinforcement than we had originaly
10 elsewherein the budget at this point. 10 planned on. Y ou know, the building had been maintained to
11 So the mgjor contributing -- 11 the point where the cracks were being repaired. We
12 MR. POSTER: Michadl -- 12 haven't been repairing the cracks for the last two years
13 MR. BECHERER: Yes, sir. 13 intentionally so that we can see how the building is
14 MR. POSTER: -- question. 14 actually moving.
15 That's a contractor's contingency; correct? 15 So our solution for this --
16 MR. BECHERER: That is correct. 16 Because to dig down that deep requires very
17 MR. POSTER: Okay. 17 deep trenching, it requires safety measures, a great deal
18 MR. BECHERER: But I will say, Corky, at this |18 of work. We would have to take down parts of the site
19 point we have combined -- we do not have aseparate |19 wall. It expands the scope of work to the point that it's
20 owner's contingency any longer for this project, so that's |20 much more expensive than we expected.
21 what we have moving into construction as atotal 21 The solution that we're proposing for thisis
22 contingency at this point. 22 to basically above the function wall isto put a bond beam
23 MR. POSTER: Just for the other board members, |23 around the building on the three sides that are adobe to
24 thereason I'm asking that question isa contractor's |24 distribute the load of the adobe across the stone
25 contingency generally is under the control of the 25 foundationsin amore uniform manner and tie the building
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contractor. They will inform when they're using it, but
it'snot -- it'sunder their control and it's basically

for things that they would typically -- in ahard bid they
would have put that number in, and so thisis under their
control. If there's money left at the end of the project,
Rio Nuevo getsit back, but it's not at our discretion,
it's at their discretion.

MR. BECHERER: Yes. It would not be for added
scope, for instance, if we wanted to add other featuresto
the building.

MR. POSTER: Correct.

MR. BECHERER: So the mgjor contributing
factors that are causing this, one, is we have very deep
foundations. We did not expect this. The foundations of
this building are up to six feet deep and there's actually
five separate foundations under this building. Sowhen |
said this building was built in the late 1850sin its
current form, that's because there were at least four
buildings on this site prior to thisone. And typically
what would happen is, you know, the river would flood, it
would take the house out, the family would come back,
they'd raise the foundation and build another house on top
of it. So our expectation is that we would have a shallow
foundation, that we could dig afairly shallow trench, get
underneath that to basically underpin with new concrete
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back together.

So what we're seeing is, because the
foundations are so deep, they're not moving as much as we
think they are and really the movement is coming from the
adobe itself, so if we can repair the adobe and basically
distribute this load more efficiently across the existing
foundations, it will essentially solve the problem that
we're seeing with the kind of cracking you typically see
from settlement. So we're currently proposing to do that
on three sides of the building.

L et me bring up the plan.

Thisisthe plan of the building. So that bond
beam would go around the south, the west -- I'm sorry, the
northwest and south sides. The east side of the building
was completely rebuilt in the '70s and does not have any
issuesright now. It'salso not adobe. It'saburnt
adobe, so it's an actual masonry product.

The cost reduction here isthe north wall is
probably in the best shape of all of them, so we could
eliminate that bond beam from the scope of work and reduce
that -- you know, the foundation reinforcement number, you
know, probably by athird.

I'll talk about overall cost savingswhen | get
to the end of this, but, you know, there are some areas we
can save some money. We recommend that we do it for the
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longevity of the building, but if we do need to save some
money, that would be one option.

We do know that the -- sorry. Let me go back
tothat. We do know the south corner -- southwest corner
is where most of the water has collected, so that's one of
the major issues that we're having along with the south
side of the building. And I'll show you a photograph of
the west side of the building so you can understand the
cracking that we're seeing and why we have these
additional concerns. So that was one unexpected condition
that we found.

It isinteresting the third foundation is
realy, realy nice. It'sthisbeautiful cut stone, so
there was avery expensive, you know, very, very nice
house here at some point, probably in the early 1800s,
compared to some of the more rough stone or stubble stone
that you see on typical foundations or foundations further
south from downtown.

The other thing we had not anticipated was
extensive roof reinforcement. We -- with the renovation
in the '70s, they did extend the adobe walls with burnt
adobe products. The walls are taller than they were
traditionally based on the '70s renovation, so there's a
hinge point where the adobe and the new masonry come
together and where the two roofs come together. So when
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And then the third thing is basically the adobe
condition itself. So we're able to do extensive
destructive testing, which isreally drilling alot of
holes into this building to understand the condition of
the adobe behind them.

And it's pretty obvious when you run adrill
bit into the wall, you know, you get through the plaster
and it just -- they'll just go loose. The bit just goes
loose once it getsin there and you know there'sa
problem. So we have around the base of this building
pretty extensive areas where the adobe is maybe
eight inches thick at this point, the good adobe, so we
have to get in there and take that out.

Now it happens to coincide with many areas
where we want to put in this bond beam, so it actually --
the bond beam solution for the foundation and the
restoration of adobe do seem to work together really well,
but there is more extensive adobe repair work than just
where the bond beam goes.

So some of the -- let's see. | think some of
the stucco isin decent condition. | think back to
Corky's point. Y ou know, there are some places where the
cement plaster isfairly well adhered and does not appear
to have moisture behind it, thisis higher on the wall, so
another way to reduce some of the cost would be to
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you look at the inside of the Sosa-Carrillo house and look
up, you're not seeing the bottom of the roof, you're
seeing afase ceiling and there is another traditional
lumber roof system abovethat. But what our structural
engineer isteling us -- isrecommending is that we tie
thisroof structure into the walls with metal straps
around all of the exterior walls and some of the interior
wallsto basically seismically stabilize this building
because of that hinge point between the new and the old
construction.

Now, thisis not required, but it is best
practice to do this. Thetimethiswould be anissueis
if there were a seismic event. What raises the concern |
think for meisthat thiswill be a public building that
will be used for assembly, so thisis not a house anymore
in the traditional sense. We could reduce the scope of
the roof reinforcement to the main zaguan and the front
and back door, which would be the kind of primary
emergency egress path. It'slikely if there were a
seismic event the walls would fall outward, so you would
want to save -- you would want to protect that main
existing core. So that would be another opportunity for
some savings. |I'm not reflecting that in the numbers
right now, but if that's the direction from the board, we
would certainly move down that path.
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basically as we take off the stucco coating, aswe're
going, assess where it iswell adhered and not causing
issues to the adobe behind it and potentially saving some
of that cement plaster and not replastering the whole
building.

| think the recommendation again would be to do
al of it if we can, but that's -- you know, certainly |
understand the realities of the budget and the realities
that Rio Nuevo isfacing in their overall budgeting for
this and other projects, so | want to make sure we put
that out there as another option.

And that'sreally kind of where we are today.
| think, you know, like | say, we're about $430,000 over
budget. I think theseitemsthat | just discussed in
terms of reducing the foundation reinforcement and
reducing the adobe work, potentially reducing the work on
the roof, we could probably get $100,000 out, so | think
we could reduce the overage to maybe $330,000, but I'm not
sure we could get much lower than that based on the
current condition of the house and the kind of work that
we really do need to do for this house to really -- you
know, | mean, to sustain it for, like | said, another 50
years or more.

MS. COX: Michadl, | have a question.

Wheat isthe timeline for the construction of
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the building? Are these dollars you are going to actually
need in the next ten months or --

MR. BECHERER: Yes.

MS. COX: Okay. So --

MR. BECHERER: Soin part --

MS. COX: -- before July of next year?

MR. BECHERER: Yes.

MS. COX: Wow.

MR. BECHERER: And part of that -- what we
would like to do is, again, we have the whole separate
project for the work that Los Desis going to do. We want
to run those in parallel because there is some cost
savings between the three projects. And Los Des has some
events around the gem show next year, so we're trying to
get this done by gem show, is one of the issues.

Now, that's not to say we couldn't defer all of
the adobe work until next summer, but then the house would
then need to be vacant again until we were complete with
the adobe work. Because there's so much structural work
that needs to go on, | would be uncomfortable with them
occupying the building while we do this work.

MS. COX: Okay. Thank you.

MR. POSTER: ThisisCorky. | just had a
couple of comments.

Number oneis| think | want to remind everyone
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a grade beam running around the bottom, which would really
solve a couple of problems. It would really solve the
problem of the adobe settling into itself and, number two,
it would have a pretty significant impact on the wicking
problem in the future, because the water rises up through
adobe very quickly. It doesn't rise up through concrete
very quickly at all.

MR. BECHERER: Correct.

MR. MARQUEZ: I've got aquestion, Michag!.

So you've been very extensivein this. You
guys are drilling the holes throughout the adobe, et
cetera, you've got alot of the photos for us, et cetera.
No onelikesto overrun, obviously. What's the -- what's
the chance you come back to us with another overrun after
this?

MR. BECHERER: | want to say zero, but
obviously, you know, nothing is ever totally guaranteed.
I do feel 90 percent confident that we have the costs
captured. You know, if we get into it and there's -- |
mean, it's difficult for me to imagine what we would find
because we have extensively gone through this building.
Y ou know, we've been into that space -- you know, that
concealed space in the attic now. It'salso avery
discrete amount of area. It'sreally the three exterior
wallsiswhat is fragile and needs the work, because the
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thisis probably the most important cultural asset that we
have in and around the convention center and it's really
important to the entire community.

Number two iswe own it. Thisis not
contributing to someone else's overrun on a project that
they possibly can absorb. Thisisabuilding that's
fragile, important culturally and we own it. And what I'm
hearing from Michael, who | have a huge amount of respect
for, isthat we need to do this right.

I'm strongly in favor of the seismic
reinforcement. 'Y ou know, there was an earthquake in
southern Arizonain 1887. There will be another one. You
know, it wasn't akiller earth quake, but it damaged a lot
of adobe buildingsin 1887, and so that is not a specious
conversation to be having.

Number two is, and | had pretty much the same
suspicion as you've come to the conclusion on, Michadl, is
that the settlement is not foundational settlement but
it's -- as adobe turns to powder, it tends to settle and
al that's happening at the bottom of the wall.

And | guess you're talking about a grade beam
at the bottom.

MR. BECHERER: Yes.

MR. POSTER: Yeah, typicaly | always think of
abond beam at the top of awall, but you're talking about
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interior adobe walls arefine. Thereisno issue with
those. Thisis purely those three walls.

Y ou know, we do have, you know, Eric Means
who's going to do the work for us. Heisonethe bestin
town. We have given him very clear direction on what we
expect and heis confident in his number. Soitis--
it's the adobe that is where therisk is for additional
scope, but | think the work that we've done has reduced
that risk asmuch as | can do today frankly.

| don't know if that answered your question,
but, you know, | feel confident | won't be back.

MR. MARQUEZ: We have a contingency built in
extensively at thisnew level or we're just keeping the
old contingency and then increasing those certain numbers
of --

MR. BECHERER: What we've done is taken the
contingency we originally had and reallocated it where we
had overages already, so we're currently carrying -- let
me find it here. We have $60,000 right now in
contingency.

MR. MARQUEZ: That's nothing.

MR. BECHERER: It's pretty tight.

MR. MARQUEZ: I liketo say it just because
itsfunto say it. | agreewith Corky. It'svery
exciting -- very exciting to be able to say that.

Fink & Associates

(9) Pages 33 - 36



Rio Nuevo

7/22/25

Board Meeting July 22, 2025
Page 37 Page 39
1 | think you'reright on, Corky. The TCCisour | 1 building restored.
2 primary component, we own this. It wasthe missing piece | 2 MR. MARQUEZ: Well, what's that add to your
3 of the puzzle in regard to the campus. 3 contingency, another like 13 grand or something?
4 Hopefully Richard will find that mute button at | 4 MR. BECHERER: About 70.
5 thispoint and | agree with -- 5 MR. MARQUEZ: We're at 430.
6 MS. COX: Huna, can you -- 6 MR. BECHERER: Yeah, we're at 430, so 500, that
7 MR. MARQUEZ: Just kick him out. 7 would you give -- and |'ve got about 60 right now in
8 CHAIRMAN M cCUSKER: For history purposes, | | 8 contingency, so that would give me 130 in contingency.
9 think it's culturally important we talk about how this | 9 MR. MARQUEZ: | would just say lovingly don't
10 building survived, and | think we have to do theright |10 come back.
11 thing because of it. 11 MR. POSTER: Michael --
12 This building historically isregistered asthe |12 MR. BECHERER: | don't want to come back.
13 Sosa-Carrillo-Fremont house, and there was some 200 barrio |13 MR. POSTER: Let's put that 30 into owner's
14 propertiesin the name of urban renewal that date to this |14 contingency, not contractor's contingency.
15 same period, you know, 1850 1860, that were torn downto |15 MR. MARQUEZ: 0h, good one, Corky. Right on.
16 make way for the convention center and city hall. This |16 MR. POSTER: And then we have control over it.
17 building was saved because they thought at thetimethat a |17 CHAIRMAN McCUSKER: corky, doyouwant to make
18 Caucasian governor at one point intimeresided init, so |18 the motion?
19 they savedit. It'sentirely racist. They tore down 19 MR. POSTER: Yeah. I'd like to make the motion
20 everything that was Hispanic, Chinese, black inthis |20 that given what an important building thisis and what a
21 property and saved the one building that they thought our |21 great amount of research and what a great team has been
22 governor resided in. 22 working on this project that we increase the budget for
23 Theirony of all that isthe governor never set |23 this project by half amillion dollarsto cover the
24 footinthisbuilding. So when we took control of it, we |24 additional cost and divide that additional amount of money
25 dropped the Fremont from the name. It'snow referredto |25 into the contractor's contingency as presented by Michael
Page 38 Page 40
1 exclusively asthe Sosa-Carrillo house and it ismaybethe | 1 and the remainder as owner's contingency under our
2 earliest example of adobe architecture from -- asMichael | 2 control.
3 mentioned, the foundation may date back to theearly | 3 MS. VILLICANA: Second, Taunya.
4 1800s. 4 CHAIRMAN M cCUSKER: Taunyabeat everybody.
5 So there'sno ROI here. There'sno bar going | 5 Okay. We have amotion and a second, Michael,
6 inhere. Thishasbeen alabor of love sincewetook | 6 toincreaseyour budget by 500 grand. It'sabig number.
7 control of it. | think it's hugely important culturally. | 7 Tim, do you want to call theroll?
8 | do think that the contingency might be alittle light, | 8 MR. MEDCOFF: Yes.
9 soyou're basically talking about a 500,000-dollar 9 Corky Poster.
10 commitment hereto do it right. Thisisour legacy. It |10 MR. POSTER: Aye.
11 will outlive dl of us. And, you know, Dan justtold us |11 MR. MEDCOFF: Jannie Cox.
12 we were 300 grand over budget for the most recent year, |12 MS. COX: Aye.
13 s0, you know, | think we should support Michael and his |13 MR. MEDCOFF: Edmund Marquez.
14 work and give him a half amillion bucksto go finish |14 MR. MARQUEZ: Aye.
15 saving this adobe house. 15 MR. MEDCOFF: TaunyaVillicana.
16 MR. MARQUEZ: Well, 300isif you found the |16 MS. VILLICANA: Aye.
17 savings like only doing so much seismic in certain areas, |17 MR. MEDCOFF: Richard Oseran.
18 et cetera, so the full number isjust shy of half a 18 | saw an aye. He'smuted, but | saw an aye.
19 million. You'rejust saying to round up to half a 19 Mike Levin.
20 million? 20 MR.LEVIN: Aye.
21 CHAIRMAN McCUSKER: sasedonwhat I heardfrom |21 MR. MEDCOFF: Shea Jimenez.
22 the contingency, he's probably going to need alittle more |22 MS. JIMENEZ: Aye.
23 contingency. 23 MR. MEDCOFF: And Fletcher McCusker.
24 And to your point about not coming back again, |24 CHAIRMAN McCUSKER: I voteaye. That's
25 | would think, Michael, ahalf amillion bucks getsthat |25 unanimous.
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Michael, thank you. We're blessed to have you
on the team. And, you know, it's important work, so thank
you.

One item from the budget amendment, Dan. So
that goes back into the budget. We didn't address the 50
grand for Presidio, so, you know, we now have to deal with
that if somebody wants to make that motion on behalf of
Jannie for the Presidio.

MS. VILLICANA: So moved, Taunya.

CHAIRMAN McCUSKER: Taunyamoved that.
Somebody second that.

MR. MARQUEZ: Second.

CHAIRMAN McCUSKER: an right. That's 50 grand
going back into the budget for maintenance on the Presidio
project. All infavor say aye.

(Motion made, seconded and passed unanimously).

CHAIRMAN McCUSKER: Okay. That passes.

Dan, that goes back into the budget.

Mr. Collins, | don't think | need to do
anything else. They automatically amend the budget,
right? Do | need to take any action on the budget itself
or those things amended the budget?

MR. COLLINS: Inmy opinion, Mr. Chairman, no,
that should be enough.

CHAIRMAN McCUSKER: okay. Al right. Consider
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CHAIRMAN McCUSKER: Yeah.

Huna, let's give him screen sharing.

And you might kind of go back to the beginning,
Nick, and tell us where you are and what you've been doing
for thelast --

MR.HAMMOND: You're good to go, Nick.

MR. EGGMAN: All right. Thank you.

All right. My business, John, he's actually
having surgery today, so we -- the guys who own and
operate HighWire have been around for a decade now. Since
then we've expanded. We opened The Grand, which was aRio
Nuevo project, last summer, event space downtown that
connects to the property.

And then in September of last year, we
purchased the Johnny Gibson's Downtown Market, closed it
down December. Construction started January. Combining
that space with the former Crescent Smoke Shop. We're
getting ready by the end of the year to open what will be
Gibson Food Hall and Market, so it will be abig -- geez,
what are we at, nearly 8,000 square feet, kind of food
vendor space market, dinein eating, retail space for
local vendors. So that's what we've been working on.

Where we left off with Rio Nuevo, we have been
granted a certain amount of money and our needs have
basically stayed the same. Today we're requesting -- a
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the budget amended. We'll move on.

Gibsonsisup next. I think, Nick, | saw you
online. Thank you for being patient with us.

We heard you had alittle fire this weekend, so
is everything okay? | guess we should ask that first.

MR. EGGMAN: Sure. Yeah. | mean, it could
have been alost worse. They think either a compressor
for the soda gun or alithium battery that was charging
exploded in the back. The drywall caught fire. Luckily
the sprinklers did their job, put it out very quickly.
Fire damage, minimal.

Smoke and the water from the sprinklers created
a huge mess, so right across the way, Servpro jumped in.
They were here three hours after the fire started.
They've been here nearly 24 hours aday. Hoping to get
the space back open within a couple weeks, so | do
apologize, Jannie. We won't have that building open
Friday, but we're moving forward opening all the other
spaces to accommodate for the mural celebration. Well
have everything in order for you.

MS. COX: Thank you. | appreciate that.

CHAIRMAN McCUSKER: And do you have a
presentation, Nick?

MR. EGGMAN: Yeah. If | could share my screen,
well go over --
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portion of it, | think it's 134,000, was left as afuture
tax credit as opposed to being added towards the
construction reimbursement, so what 1'd like to ask today,
if it's possible, for that amount to be converted from tax
credit to a construction reimbursement that we could use
today.

All right. Can you guys see my screen?

CHAIRMAN McCUSKER: Yeah, weseeall your
PowerPoints.

MR. EGGMAN: All right. So do you want meto
go back through the full presentation from April?

CHAIRMAN McCUSKER: It won't hurt.

MR. EGGMAN: Okay. All right. So --

MR. MARQUEZ: Maybe quickly since we've already
seenit.

MR. EGGMAN: Okay, yes, very, very quickly.

So what we presented last time, we have our
overall budget. Everything in orange is not reimbursable,
stuff in green has already been paid. There's been more
paid since. So any equipment is not part of reimbursable,
finishes, furniture, decor, architect. And thisis stuff
that we've already paid up.

So we have our totals, contractor work, fire
suppression, which is something you guys have collaborated
with us on for the Cooney buildings. Equipment, finishes,
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1 architecture, engineers, about a 1.3 million dollar 1 MR. MEDCOFF: Thanks, Nick.
2 bUdget 2 CHAIRMAN McCUSKER: wasthere asecond to that?
3 CHAIRMAN McCUSKER: andhowmuchof thatdidwe | 3 MR. MARQUEZ: Jannie.
4 contribute? 4 MS. COX: Me.
5 MR. EGGMAN: Sosofarinthis--thisisfrom | 5 CHAIRMAN M cCUSKER: smie? Okay. Wehavea
6 thelast round, our presentation, you guys committedto | 6 motion and a second to convert their rebate to cash.
7 the Crescent building 153.5 and then to the Gibson 7 Tim, let's call theroll.
8 building 200 with a 134.000 tax credit. Soif weconvert | 8 MR. MEDCOFF: Jannie Cox.
9 that, it would be 334 construction reimbursement. That's | 9 MS. COX: Aye.
10 what we originally had asked for. 10 MR. MEDCOFF: Edmund Marquez.
11 Where we're at today, we do have some overages. |11 MR. MARQUEZ: Aye.
12 | can go over it with you. 12 MR. MEDCOFF: Richard Oseran.
13 CHAIRMAN McCUSKER: You skipped over an |13 MR. OSERAN: Aye.
14 important slide there. 14 MR. MEDCOFF: Shay Jimenez.
15 MR. EGGMAN: I'm sorry. Let mego back. |15 MS. JIMENEZ: Aye.
16 CHAIRMAN McCUSKER: Thisnew product produces | 16 MR. MEDCOFF: Corky Poster.
17 $4 million ayear of revenue. 17 MR. POSTER: Aye.
18 MR. EGGMAN: Yes, probably the most important |18 MR. MEDCOFF: Mike Levin.
19 stuff. 19 MR. LEVIN: Aye.
20 So thisis our revenue projection. 20 MR. MEDCOFF: TaunyaVillicana.
21 CHAIRMAN M cCUSKER: Going fromfour toseven. |21 MS. VILLICANA: Aye.
22 MR. EGGMAN: Right. 22 MR. MEDCOFF: And Fletcher McCusker.
23 CHAIRMAN MCcCUSKER: 1 just wanted to make that | 23 CHAIRMAN McCUSKER: I voteaye. That's
24 point. 24 unanimous.
25 MR. MARQUEZ: You don't havetojumpintoal |25 Nick, thank you. Good luck with your little
Page 46 Page 48
1 the overages, et cetera. We know that construction's | 1 fire dust up.
2 construction. We've already supported thisdeal. Welove | 2 MR. EGGMAN: Thank you very much. Appreciate
3 thedeal. It generatesaton of salestax for us, it 3 you guys. Seeyou soon.
4 activates the Crescent corner. You guys have doneagreat | 4 CHAIRMAN McCUSKER: thank you, si, very much.
5 job with HighWire, The Grand, et cetera. 5 MR. EGGMAN: Bye.
6 I'd like to make amotion that wego ahead and | 6 CHAIRMAN McCUSKER: All right. Next up was
7 convert the $134,000 of rebatesinto a-- into alive 7 Batch Whiskey and Doughnuts. When | first met Ronnie, |
8 check. We front the money instead of doing arebate, | 8 said, Ronnie, | have one word for you. What's that.
9 allow executive and our attorneysto completethedeal and | 9 Milk.
10 it still stays within the same parameters of what we've |10 I don't know that they've added milk to their
11 approved to do previous to this meeting. 11 menu, have you, Ronnie, but you've done everything else
12 MS. COX: Second. 12 you said you were going to do.
13 CHAIRMAN McCUSK ER: Nick, you dropped your |13 MR. SPECE: Yeah, we did bring back the boozey
14 share? 14 ceredls, so we do have milk in those.
15 MR. EGGMAN: Of course. 15 CHAIRMAN McCUSK ER: Thereyougo. Al right.
16 CHAIRMAN McCUSKER: Go ahead. 16 So introduce yourself and talk about the
17 MR. MEDCOFF: Yeah. Just to clarify for the |17 project.
18 board and before you take the vote, it's still -- it'sa |18 Can you run your own slides or do we heed to
19 construction cost reimbursement, so the developer, Nick |19 help you?
20 and John, still need to present their invoices, which I'm |20 MR. SPECE: Yeah, | think | can do that.
21 surethey've probably already spent mogt, if not all, of |21 All right. We good there?
22 the $334,445 in construction costs. But they basically |22 MR. POSTER: Yes.
23 have to come forward with proof that they spent it and we |23 MR. SPECE: Okay. Sojust aquick refresher or
24 reimburse 50 percent of it up to that cap. 24 introduction for those that don't know us. 1'm Ronnie.
25 MR. EGGMAN: Okay. Understood for me. |25 My wife Christian and | are native Tucsonans, downtown
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residents and owner/operators of Batch. Batch has become
known as the whiskey and doughnut bar around the world.
We opened January of 2016, so we're coming up on a decade
aready, which is awesome and wild. We'reright in the
middle of Congress Street between Scott and 6th in an
historic building that is on the National Historic
Registry.

Over this last decade, we've curated the
largest collection of whiskey in Arizona by hundreds of
bottles, it's not even close, and we've received a lot of
press for that nationally, internationally, alot of big
industry publications, so we're pretty well known around,
which has been awesome.

A Rio Nuevo project coming up on three years
old now was our basement expansion. That opened November
of '22 and that's quickly coming up on three years old,
S0, yeah, it'sbeen afunride.

So this next expansion, why we're here, our
second floor was previously occupied by our former
landlord, who became our tenant, which was areal estate
property management company MVB. It'sjust cubicles
essentially up there. And they left last year, and so not
only was that space not generating anything beyond rent,
it wasn't generating any sales tax, that's for sure. But
it's been vacant, and so we want to activate that second
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soon as Octaber but certainly before the end of 2025
opening.

On top of that, we are doing upgrades to the
ground floor. There will be some additional seating that
is ADA accessible on the ground floor. We are not putting
in an elevator and there are code exceptions that allow
that that we've figured out.

We are adding an additional ADA restroom on the
ground floor. And with that little space down there, that
brings the occupancy to 155. The entire building
currently is about 130 with the basement and the ground
floor, so, again, we're doubling -- more than doubling our
existing occupancy.

So thisis the shot of the second floor after
the demo. So al the sort of gray space you see on the
floor was all cubicles. They were built in, very nicely
done but still cubicles. It's over 3,000 square feet in
this space. It's 20-foot ceilings. It's agorgeous
space, the northern part overlooking Congress Street. And
then -- so on that far wall there, the bar is already
framed. All the electrical and plumbing isin, so welll
get to -- thisis kind of arendering of what it would
look like.

The rendering doesn't really do the scale of it
justice. The 20-foot ceilings, the 3,000 square feet
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floor that they vacated.

And so the concept we've got, and you can see
some of it actualy in my background rendering, it's --
we're calling it kind of a sportslounge. We don't want
to use the term sports bar. It's not a burgers and
wings-type sports bar, it's alittle more we'll call it
elevated, and also agaming lounge. What that meansis
we're going to have pool tables shuffleboard, darts,
activities up there aswell.

It is currently under construction. We've had
our intermediate inspections for plumbing and electrical,
soit'swell underway. The drywall and framing is almost
done, plumbing and electrical is 80 percent plus complete.
It's going to be areal compliment to the spaces we have
currently.

So we have the whiskey bar, we have the
cocktail basement bar, which everyone calsit a
speakeasy. Thisisacompletely different market again
with -- obviously sports are abig deal. There's not a
ton of options downtown or anywherein Tucson really for
watching sports on this scale alongside all the activities
that will be complimentary to it.

That space, the plans show an additional 138
seats, which more than doubles our current occupancy
between both other floors. And we're targeting maybe as
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looks kind of small in this rendering to me, but it gives
you an idea of what the finished product could look like.

Here's another shot from the corner looking
north with the pool tablesin the corner. And thisis
from -- if you're behind the bar looking out, you'll see
some of the shuffleboards there along the wall and then
looking back towards the bar from that eastern wall.

And so to give you an idea of our past sales,
s0 2022 is when we opened the basement. Previous to that
year, we had never touched half amillion in sales. With
a couple months of the basement, we had projected it to
hit 560. We got to 600,000 that year.

The following year with the full year of the
basement that Rio Nuevo helped us expand, we hit the
million dollar number. We kept that rolling the following
year.

That second half of '24, the industry really
started to soften and we've seen that throughout '25, but
we're down 11 percent year to date, which is not terrible
given all the conditions the service industry has faced
over the last year, especialy since the beginning of this
year. Sowe're -- everyone we've talked to is down
20 percent and often days we are, but we're only down 11,
so we think that will recover nicely here. And, again,
with this expansion on the second floor, we're getting a
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whole new market of people.

So we do think we'll -- we're very close, but
we do think by next year welll get back to that million
with the expansion. Thisisavery conservative
projection. Adding 150 plus seats, we're saying another
400,000. I'm hoping that's very low, but | think it's
very conservative and safe to hit that number.

| need to move my pictures. | can't see my
total here.

Anyway, you'll see the projectionsfor the five
years, bottom line there on the far right. We're at about
$700,000 in total salestax over those next five years,
so -- and, again, | fed like these numbers are very
conservative on the expansion.

So thisiskind of just ageneral summary of
our costs for construction. You'll see some of theline
items, but the total current budget is 350 and our request
isfor 50 percent of that at 175. We're on top of that
investing at least | would say 50 grand, probably more,
for the games, the equipment, the furniture, et cetera.

So | did want to kind of breeze through that
quickly because | know this has been along meeting
aready, but I'm happy to answer any questions.

MR. MARQUEZ: Areyou unsharing?

MR. SPECE: Yeah.
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is some general conditions, you know, on that budget that
| provided.

MR. POSTER: Okay.

MR. SPECE: A little more detail in there that
| sent in than the PowerPoint had.

MR. POSTER: Okay. Thank you.

MR. SPECE: Yeah.

CHAIRMAN McCUSKER: Any other questions for
Ronnie?

MR. SPECE: We are so far along that we really
don't anticipate, you know, surprises at this point. The
heavy lifting islargely complete. It'salot of finish
work ahead of us now.

CHAIRMAN M cCUSKER: edmund, doyouwant to make
that a motion?

MR. MARQUEZ: Yeah, | move that we support this
next phase of construction with $175,000, | don't have a
better word, empowering our exec and our attorneys to
complete this deal along the same standard of structure
that we usually add to most deals.

Tim --

| guess | need a second before | ask Tim.

MS. COX: Second.

CHAI RM AN M CCUSK ER Tim, you had your hand up?

MR. MEDCOFF: Yeah. Two things. One, again,
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MR. MARQUEZ: I'd like to start if you don't
mind, Fletcher.

Ronnie, you guys have done a fantastic job.

Y ou're one of the most low maintenance groups that we've
done business with. | mean, last time we invested in your
downstairs speakeasy bar, you were already in the midst of
construction and you've really converted that space into
something | will say, quote, unquote, magical.
$175,000 to invest in your upstairs, | mean, if
you look from your very conservative numbers, | mean,
we'll make like $56,000 over those five years of income.
And even though those numbers don't really match, and | do
think you're being conservative because you do draw
people, | would still support investing in you. You guys
have just done everything we've ever asked you, so you've
done agreat job. | just wanted to give my two cents.

MR. POSTER: Ronnie, another question. Areyou
acting as your own general contractor?

MR. SPECE: No, we have -- Chasseis helping us
on the general side. I'm project managing under them, if
you will.

MR. POSTER: Soisthat in your budget
anywhere? | mean, all the numbers seem like sub numbers.

MR. SPECE: Thereis some on the -- the
information | sent in, not in the presentation, but there
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board -- up for the board to consider, but there's some
architectural engineering fees, which typically the board
doesn't pay for, and then, two, | think under the new
format, Mr. Chairman, thisis one that needs to be punted
to allow the public and others to comment before we take
it toafull vote.

CHAIRMAN McCUSKER: veah, wedid build in the
two-week lag, Ronnie, so that we can noodle on this. Your
project's pretty straightforward. 1'd hateto violate our
own rules, you know, a month after we set them. So we
need to think about the architect fees, but we'll noodle
on that and we'll bring you back in two weeks and get this
approved for you.

MR. SPECE: Okay. Thank you.

MR. MARQUEZ: So I'd like to officially
withdraw my motion.

MS. COX: And my second.

CHA' RM AN M CCUSK ER Thank you, Tim, for that.
Y eah, we get caught up in our own excitement, which has
gotten us in trouble before, but this oneis so obvious.
And, you know, heis, you know, doing a huge job anchoring
that part of downtown.

Ronnie, we're grateful. Well seeyouina
couple weeks.

MR. SPECE: All right. Thank you very much.
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CHAIRMAN McCUSKER: Same thing, Tom. Were
going to hear your story and we're going to praise you for
it, and then we're going to delay you for two weeks, but
go ahead and talk about what you want to do with your
trolley tours.

Tom Heath, everybody.

MR. HEATH: I think I'm sharing the screen
there, if that's okay. Listeningto all this
conversation, I'm like there's people out there doing all
this fantastic work and my team are back here as the
cheerleaders making sure we get that recognition out for
everyone.

But very briefly, | just want to giveyou a
little background on where my partners and | come from.

Tucson Trolley Tour'sfirst unofficial tour was
back in 2016. My business partners, Tony, Ray and Darren,
are on the real estate side of things. My primary
businessis actually mortgages. And we found back in 2016
there was alot of lack of understanding, especialy in
the real estate community, asto al of the amazing things
that were happening in the urban core. Their clients were
not getting the best of information in our opinion, so we
launched an effort to educate them. And that over the
years has really translated into us subsidizing tours for
professionals to get a better understanding of the
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Park and al the stuff on the west side and One West and
even AC Marriott. Thesewere all things that weren't yet
in existence but we knew were coming.

And our first tour, you can see we got people
together with Michael Keith and DTP and Jerry Dixon and
Paul Sisak and we brought people out to hear from those
that were doing it and it just grew from there. And now
eight years later, we've just really had a tremendous of
fun showing off Tucson to the world.

We get -- now primarily we still do economic
development tours with real estate agents and others, but
primarily we are transitioning more into atraditional
touring company and getting people out there to explore
our urban core.

Therough financials -- and I'll be honest, the
2016 to 2024, that is the best we could kind of recollect,
because we never intended thisto be abusiness. We were
just doing this over that timeframe. But between our time
and actual dollars out of our pocket, we believe we
invested somewhere between 100 and $175,000 into this
venture over that timeframe, you know, divided up over the
years and the various tours.

The 2025 is alittle bit more accurate because
some of those are expenses that we have now incurred. We
bought a bus at the end of last year. We'verolled that
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community and eventually it led to consumer-focused tours
and hasreally kind of turned into a business that we

weren't expecting eight years ago. We just thought we
were helping -- doing a community service.

Thisis-- thisisushaving alittlefunin
our new trolley bus, which we just purchased last year.
And where we fill the need, there's really great toursin
Tucson that are happening through the Presidio and many
other places, but there isn't one that is on avehicle and
it increases the opportunities for people to explore a
city that have challenges with the walk or maybe the
temperature, whatever it may be. We provide an
aternative outlet for them and have seen really a
significant rise in our demand over the time.

Again, from 2016 through present, we have not
really been arevenue-generating operation. We've been
paying other bus companies for tours to put people on and,
you know, we realized that that wasn't a sustainable
model, so we made some changes to that.

Thingsthat | like to shareand I'm really
excited and proud about is that when we started our very
first tour, thisis an example of it, all of thisamazing
thing that's happening in downtown, so much of it was just
aconcept. We shared abook with real estate agents of 40
pages of renderings of things that were coming like City
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into the 2025 numbers there, but we actually bought a bus.
We've been doing some work on it. We needed adriver, so
| went to get my CDL through Pima, go Aztecs. And some of
these expenses are projected and will be somewhat based
upon how quickly we can -- we can ramp up.

Our 2026 iskind of our estimate if we're
operating at full capacity doing what we want to be doing,
which is two tours on Saturday, two tours on Sunday and
one tour during the week and then two to three specialty
tours throughout the month. We believe our costs are
going to run us around 100,000 or so.

Y ou know, we've been partnering with Visit
Tucson, Downtown Tucson Partnership, and as you heard
earlier, we're volunteering with the project on Friday
because those are in our core. We want to share those
stories and we're not going to charge, you know, for that.
We use the business model to subsidize the rest of what we
want to do in the business model, in the mission.

But really quickly, what my ask is, iswe're
looking for 19,500 for three areas that we need help in.
We had envisioned a full wrap of the bus, which is going
to cost 8,10,000. We've scaled that back to doing vinyl
panels that can be added and removed. We started that
process, but we need to really kind of finish it.

The bus repair upgrades, we've got two
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1 significant issues we're dealing with. Oneisthe 1 inthat neighborhood, so we've estimated that we could do
2 previous owners had patched a holein the roof that wehad | 2 asmuch as 90,000, and that it will increase over time,
3 al thought was arepair and it turned out to bemoreof a | 3 and then it takes kind of a big jump towards the end of
4 temporary patch and now we're starting to seethere'san | 4 thefive-year plan because we think we will have a second
5 issuein there and we've got to get that addressed. We | 5 busactually out there.
6 don't know the exact cost of that yet because we're going | 6 And thetickets -- because it is aticket,
7 to haveto remove some of the roof to tell usexactly what | 7 these are sales-tax connected events. When people buy a
8 that issueis, but they've given us -- you know, we've got | 8 ticket, they are purchasing something that we are required
9 anidea of the range of that. 9 to charge the sales tax on and have been doing so since --
10 And the second component of that busrepair is |10 since we launched in -- we started doing this at the very
11 our air-conditioning unit for the cabin is sufficient for |11 beginning of the year.
12 now, but we anticipate it's not really going to be enough |12 So just areal brief summary. You know, we've

NN NN R R R R R
O R WNRPEPRO®OO®NO®U MW

to run afull bus twice a day during the summer next year.
We anticipate having to replace the cabin AC unit. Right
now for the summer, we've reduced to 75 percent capacity
and reduced it to early morning tours to help with that.
So we're looking at either fixing or replacing that.
And then the thing we're most excited about is
afairly recent development. We've been -- many of you
know this, but my partners and | also own the Tucson
Gallery, which launched in the Proper Shops. And we just
signed a lease to move from that incubator space into an
empty space at 245 East Congress. It used to be the
Tucson (inaudible) Souvenir Shop. And the Tucson Gallery
is moving into that space, it's significantly larger, and
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put a significant amount of time and money into thisasa
labor of love. If you had told mein 2016 that thisis
where | would be at, | would have told you, forget it, I'm
not going to do it, | don't have time for any of this, but
every year you just add alittle bit moreto it. And the
funding we're requesting we think will really help us get
a better image out there, a better opportunity for more
tours and increase the potential for us, especially with
getting that AC unit up and running at a stronger level.

That'sit. Rushed through it, but if you have
guestions, I'd love to answer and --

CHAI RMAN M CCUSK ER Drop your screen share. We
nominate you as the official ambassador of downtown.
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we have an area carved out where Tucson Trolley Tours will
have its own presence. We haven't had that yet, so we're
actually going to have a street level kiosk with the
opportunity to purchase tickets, tourist information and
we need to build that out with the basic, you know,
construction, some lighting, POS, electricity and things
of that nature.

It's in conjunction with building out the
Tucson Gallery, so we're till finalizing exact details of
that, but the -- the costs, you know, we believe that 19.5
will really give us an opportunity to create a better
visual presentation to the consumer and really give usthe
opportunity to start launching into more -- more toursin
the very near future.

So our five-year plan just so you understand
the numbers as they grow, iswe do hope by 2029 we
generate enough revenue to now offset the cost of buying a
second vehicle, which we hope to be an actual
rubber-wheeled trolley, but the cost of those are
somewhere around 200,000 new and we need to -- we need to
build to that.

Revenue, if we hit our two tours per week --
two tours per Saturday and Sunday and one during the week
and then start adding in specialty tours, we believe next
year we should generate somewhere around $7,000 a month,
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Y ou've managed to turn a business into a hobby. We are
very grateful. You talk about ROI. Thisis probably
worth amillion times, you know, the money that, you know,
we could put into this. | don't know what drives you to
doit.

If you haven't been on atour with Tom, it's
unbelievable. He asked meto go on one with him aslikea
co-guide and | never did it again because he knows so much
more about everything that's happening downtown than even
| did. | said, okay, you don't need me on these tours,
and he's been doing it ever since.

So we talked about doing this in our marketing
go budget, but it's, as you know, pretty well tapped out,
so we asked Tom to come to the full board to see how you
would view his basically 20,000-dollar request.

MR. OSERAN: I've got a couple questions.

Tom, where does the tour originate and where
doesit terminate?

MR. HEATH: So presently it starts and ends at
the Proper Shops right across the street from you, 300
East Congress. We're moving now -- we'll be there through
August, and then come September we'll be at our new
location at 245 East Congress right next to the Ronstadt
Center. There'sactually adoor on the west side of that
suite where we can pull up, load and drive right out the
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back.

MR. OSERAN: And how have you been selling your
tickets?

MR. HEATH: Mostly through social media,
online, lots of support from Visit Tucson. We've given
al the Visit Tucson volunteers and certified tourism
ambassadors free rides. And then agood chunk of it are
people finding us online and we're starting to build out a
lot more private tours, people that are from SaddleBrooke
that want to come down as a group but don't necessarily
want to navigate the traffic or the parking, voyagers,
things of that nature, client giftsfor real estate
agents. We're doing a birthday party in October for
someone who took our tour and she wants to bring all of
her friends on it.

MR. OSERAN: And when you do your build-out, is
that where the tickets will be, either the online address,
physical address will be on Congress Street.

MR. HEATH: Yeah. Yeah, we currently have a
physical address on Congress Street, but we don't have
much of a presence other than like allittle acrylic stand
in the current space, because we're only operating out of
300 sguare feet or so where we are. The new space has
over 2,000 square feet and it will befull on. 1t will
look like its own Tucson Trolley business situated inside
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respect to an outdoor patio. He's hired athird party to
fabricate the outdoor structure. It's taken that
fabricator alittle longer than Elliott anticipated to get
that completed. He anticipantsit will get done next
month, but | recommend to the board that we agreeto a
three-month extension just to avoid having to come back to
the board next month in case there's another hiccup.

MS. COX: | move that we provide that
three-month extension to Elliott's.

MS. VILLICANA: Second, Taunya.

CHAIRMAN McCUSKER: She beat you, Mike. She's
fast.

MR.LEVIN: Yeah.

CHAI RM AN M CCUSK ER Okay. We have amotion and
a second to extend that for Elliott's. All in favor say
aye.

(Motion made, seconded and passed unanimously).i

CHAIRMAN McCUSKER: Okay. Tim, thank you for
that.

Country Home, as | mentioned at the top of the
meeting, we're going to table this.

A little bit for the public about what's going
on there. | think everybody knows that Nate Ares won the
project on the Sunshine Mile for that whole block. He has
anumber of very ambitious plans. He's starting to get
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of that.

MR. OSERAN: Thank you.

MR. MARQUEZ: Fletcher, we did recently free up
some dollarsin marketing. I'd recommend sending this
back to marketing so we can kind of get into the weeds
about signage and support and the wrap, et cetera, a
little easier on the marketing committee -- or not
committee, marketing group.

CHAIRMAN McCUSKER: I'mfinewith that. If
that's the Board's pleasure, we can just assign it to --
the deal with the marketing budget.

Tom, welll just put you in the marketing
budget.

Any objections to that? Anybody have any
concerns about doing it that way?

(No oral response).

CHAIRMAN McCUSKER: allrignt, Tom, well bein
touch.

MR. HEATH: All right. Thank you. Appreciate
your time.

CHAIRMAN McCUSKER: Elliott's, Tim, wejust
need a short extension, right, on their outdoor patio?

MR. MEDCOFF: Correct. I've been in contact.
Just to refresh the board and the public, Rio Nuevo
previously agreed to support Elliott's on Congress with
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permits from the city of Tucson. He would like to expand.
He'slooking at acquiring some adjacent property. We had
some questions about the zoning basically, so we're going
to ask him to address those and come back and talk to us.
It seems like an obvious win-win situation, but we were a
little concerned about some of the zoning issues.

That takes me to Borderlands. | seeyou
online, so I'm going to speak directly to you.

We've decided as a board not to pile onto
Borderlands problems. A lot of these are things you guys
have brought on yourselves by not properly communicating
with people that could help you, and we've certainly seen
the worst of that drama.

We actually have titleto thisfood truck. You
may or may not remember the deal we made with you alittle
shorter than three years ago provided that that truck be
titled and we have alien on that, so we could enforce
that. We could foreclose on it, we could repossess it, we
could require you to bring it back. We're not going to do
any of that. We're going to title this truck over to you.
We want your attorney to talk to Tim about how to handle
that, and we would ask that you use those proceeds to pay
down some of your tax liabilities.

So consider thisagift from Rio Nuevo and a
dodged bullet on your behalf, because, you know, there's a
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lot of things going on over there that created alot of
dramafor us, but we're not going to in essence kick you
while you're down.

So Tim isgoing to handle that. Have your
attorney reach out to Tim. We should settle this very
quickly. Hopefully you guys get back on your feet. We
hope that your other two locations, one that we've
invested heavily in, are successful and we all look back
at 2025 asthe year that didn't need to happen.

So Tim isin charge of that. We delegated that
to resolveto him. We're not going to try and enforce our
lien.

Final, isaratification issue for the board.

In our budget and master plan, you remember we talked
about hiring a public relations agency. We have met with
several. We have recommended Caliber as one of the most
experienced and the best fit with us. It'swell within
our budget. Tim has negotiated the agreement. We just
need basically a motion to ratify.

MS. VILLICANA: So moved, Taunya.

MS. COX: Second.

CHA' RMAN M CCUSK ER Wow. You guyswant to get
someplace.

MR. MARQUEZ: Man.

CHAIRMAN McCUSKER: Okay. Sowe have amotion
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and a second to ratify the hiring of Caliber as our PR
agent. All infavor say aye.
(Motion made, seconded and passed unanimously).
CHAIRMAN M CCUSK ER: Okay. Thank you for that.
Future agenda items, anybody want to see
anything on the August agenda?
(No oral response).

CHA' RMAN M CCUSK ER Y ou can always email me or
send Brandi an email.

With that | can take a motion to adjourn.

MR. LEVIN: So moved.

CHAIRMAN McCUSKER: Thank you, Mike.

MR. MARQUEZ: Second.

CHAIRMAN McCUSKER: | haveamotionand a
second to adjourn until August. All in favor say aye.

(Motion made, seconded and passed unanimously).
CHAIRMAN McCUSKER: Great meeting. Jannie,

thank you. We'll see you at your event on Friday.

*kk*k
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