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CHAIRMAN McCUSKER: cood afternoon, everyone.
Welcome to the late January Rio Nuevo meeting.

Mr. Sheafe, do you want to lead the pledge?

And, Kristin, if you guyswill pull up the
virtual flag.

(Pledge of Allegiance)

CHAIRMAN McCUSK ER: That was very robust.

Kristin, call theroll, please.

MS. SAAD: Chris Sheafe.

MR. SHEAFE: Here.

MS. SAAD: Edmund Marquez.

MR. MARQUEZ: Here.

MS. SAAD: Jannie Cox.

MS. COX: Here.

MS. SAAD: Mike Levin?

MR. LEVIN: Here.

MS. SAAD: TaunyaVillicana.

MS. VILLICANA: Here.

MS. SAAD: Shay Jimenez?

CHAIRMAN McCUSKER: Sheshould beaong
shortly.

22 MS. SAAD: Corky Poster.
FI NK & ASSOC ATES 23 CHAIRMAN McCUSKER: There sheisnow.
6095 East Grant Road 24 MR. POSTER: Here.
T 00} 624 8844%% 7" 25 CHAIRMAN MCCUSK ER: Wejust caled theroll,
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1 BOARD MEMBERSPRESENT: 1 Shay.
2 Fletcher McCusker, Chair 2 She's here, and the only one missing is Richard
3 Edmund Marquez, Vice Chair 3 Oseran, so we're accounted for.
4 Chris Sheafe, Treasurer 4 Those of you that are joining, we aways go
5 Taunya Villicana, Secretary 5 into executive session first. Thiswill be along one
6 Jannie Cox 6 today.
7 Shay Jimenez 7 So we have board minutesto approve. You
8 Michael Levin 8 should have atranscribed copy of the last meeting.
9 Corky Poster 9 Do wein fact have those?
10 10 MR. SHEAFE: Yes.
11 ALSO PRESENT: 11 CHAIRMAN MCcCUSKER: | think everybody's seen
12 Ms. Kristin Saad, Administrative Director 12 those. Unlessyou have a change or --
13 Mr. Timothy Medcoff, Board Counsel 13 MS. COX: | move that the minutes be approved
14 Mr. Mark Collins, Board Counsel 14 asemailed.
15 Mr. Dan Meyers, CFO 15 MR. LEVIN: Second.
16 *ookok ok 16 CHAIRMAN M cCUSKER: Moved and seconded. Allin
17 17 favor say aye.
18 BE IT REMEMBERED that a meeting of the Board of |18 (Motion made, seconded and passed unanimously).
19 Directors of the Rio Nuevo Multipurpose Facilities |19 CHAIRMAN McCUSKER: okay. I need amotion to
20 District was held viaZOOM, in the City of Tucson, State |20 recessto executive session.
21 of Arizona, before THOMAS A. WOPPERT, RPR, Certified |21 MR. LEVIN: So moved.
22 Reporter No. 50476, on the 27th day of January 2026, |22 MS. VILLICANA: Second by Taunya, moved by
23 commencing at the hour of 1:00 p.m. 23 Mike.
24 24 (Motion made, seconded and passed unanimously)
25 25 CHAIRMAN McCUSKER: okay. Members, click out
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1 of thismeeting, click on your executive session link. | 1 think for the first time ever online purchasing was bigger

2 If you're an attendee, you can hang out hereor | 2 than in-store purchases.

3 log back in. We should be back right at 2 o'clock. 3 Rio Nuevo only gets sales tax from a physical

4 (Executive Session) 4 store. It hasto be physicaly located inside the

5 CHAIRMAN McCUSKER: well takeamotionto | 5 district, and then we participate in that revenue, so we

6 reconvene. 6 do not benefit from online sales. The state may see the

7 So | see Taunya's back, Corky's back, Chrisis | 7 tax, but if it's not originating inside our boundary, we

8 back, I'm back. That'sfour of us. 8 don't seeit. Our concern, of course, isthat thisisa

9 MS. COX: Jannie's back. 9 permanent change in our revenue picture.

10 CHAIRMAN McCUSKER: Mike's -- 10 We are alittle bit down in the restaurant
11 We do have a quorum if somebody wantsto makea |11 space. It doesn't seem to be enough to really worry
12 motion to reconvene. 12 about, but given that we entirely depend on, you know,
13 MS. VILLICANA: So moved, Taunya. 13 store-based salestax, it's quite troubling.
14 MS. COX: Second. 14 We've talked to the legislature about this,
15 CHAIRMAN McCUSKER: All infavor say aye. |15 we've talked to the governor's office about this. There
16 (Motion made, seconded and passed unanimously). |16 are formula changes and legidlative changes that could
17 CHAIRMAN McCUSKER: Thank you. Thankyou, |17 benefit from us, but that conversation won't start until
18 everyone. 18 next year's session, so we've got to get through the next
19 Now | really need you to drop that. 19 12 months, maybe the next 18 months. And there are ways
20 There we go. 20 we're going to talk about today that we can do that.
21 Thank you, everyone. And, again, welcometo |21 It's coincidental, but maybeit's not. | think
22 the Rio Nuevo second meeting of January. 22 most people know we've been talking about hiring a CEO.
23 Asyou can probably tell from our agenda, we |23 Thefirm that's helped usis online today to walk through
24 have some serious conversations around our current |24 their recommendations. We don't take that lightly.
25 financial statusthat's going to occur in today's meeting. |25 That's also avery expensive proposition in the face of
Page 6 Page 8

1 We also have anumber of projectsthat weretryingto | 1 what we're currently dealing with.

2 advance, which is our dilemma. 2 So we've got some psychosis going on because of

3 Dan's going to walk through the budget, but 3 that and at the same time we have these brilliant projects

4 just as kind of the headlines, our revenue to dateis 4 today, you know, El Ritual, the Obie Hotel, whichis

5 about athird behind where it wasthistimelast year. | 5 finaly approved by the county, you know, and a new bagel

6 For the 14 years |'ve been on the board, we've never hada | 6 storein the Sunshine Mile. So the challenge for usisto

7 year go backwards. Every year isbetter thanthelast | 7 keep doing our great work and do it within the constraints

8 one. Thisisthefirst timeweve seen adip in our 8 that we have from how we collect revenue.

9 revenue. Moreover, ahuge missto our budget. Wehad | 9 So, Dan, let me turn this over to you. And |
10 budgeted a 1.450 million a month and we're 200,000 or |10 guess you're going to start with the current cash report.
11 $250,000 a month short of that. 11 MR. MEYERS: Thisis Dan Meyers. I'm the CFO
12 We'rein the middle of our year. We'refisca |12 here at Rio Nuevo.

13 year, it ends June 30th, so it's incumbent on us to 13 So as of December 31st, we had about

14 understand these issues and to help all of us, 14 $7,2 million in available operating cash. About 725 of
15 particularly Dan, manage these issues. 15 that is held back for the mortgage leaving us about
16 Well talk about it in Dan's session, but it's 16 6.5 million.

17 kind of the overriding theme for today. About $800,000 of |17 You'll seethat line just below there. Wetry
18 that monthly expenseis servicing our old debt. If you're |18 to project what our profit's going to be for the next
19 aRio Nuevo follower, you know that we took over |19 year, because we're trying to take a picture of thisa
20 $160 million of city debt when we transferred to state |20 year out. And up until today, that number shows

21 leadership. That's down to about 80, but it still 21 $2.7 million, that's been 57, so I've basically reduced
22 requires a hefty piece of our income. 22 our profit by $250,000 a month based on the performance
23 You'll see from our report retail is down 23 thefirst five months of thisfiscal year.

24 significantly, maybe as much asathird. Economiststell |24 Y ou know, we weren't sure if this was something
25 usthat's the Amazon factor, that this year particularly | |25 temporary and it was going to correct itself, but | really
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believe that five months in with the numbers down as much
asthey are, | don't think we can prudently expect this
just to fix itself anymore.

So, anyways, if wetakethat 6.5 and add 2.7 to
it, we've got about $9.2 million available for the next
year to fund projects.

We've currently got about 13.5 remaining on
unfunded projects that we committed to. Y ou know, we have
amost $20 million worth of projects. We've funded a
little over 6 million leaving that 13.5. And about
5.5 million of that 13.5 is outside of the (inaudible). A
big chuck of that isthe Moxie Hotel, which is 4.8
million. So that leaves about $8 million we expect to
fund over the next year. The differenceis 1.2 million.
| think we've been running with about 4 million for an
awful long time now, and so obviously things have changed
alittle bit.

Our TIF revenue for November was 1.422 million.
Again, we budgeted 1.6, so -- that's actually the best
month we've had in the last three or four months. And
we've got December on the way, which has -- December has
the largest baseline. It'salmost 3.4 million, so
December is usually not avery good month for us.

If you go back to 1999, | think we can all
safely assume that the shopping malls were just knocking
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do lots of small events. We've got abudget in there of a
million dollars ayear and we've spent a good chunk of it
so far because al the big events have been funded.

CHAIRMAN M cCUSKER: Do you have that handy,
Dan? Do you have a budget we can look at?

MR. MEYERS: | -- Fletcher, | don't. | do not.

MS. VILLICANA: So, Dan, let me ask a question
with regard to monies being set aside.

One of the things that we had produced in the
budget was per month that | believe was 100K to set aside
for arainy day fund. I'm going to cal it that. Arewe
still doing that behavior with the current levels and what
does that total amount look like as we -- you know, in the
last reporting?

MR. MEYERS: Oh, we've not had any ability to
put any money aside thisfar, so it's -- that was kind of
just a number in there to reduce it to get down to where
we kind of figure out what we have to use in the current
year.

So, Fletcher, | apologize for not having our
budget available at this point.

CHAIRMAN McCUSKER: How quick could you find
it?

MR. MEYERS: | could get it pretty quickly.

CHAIRMAN McCUSKER: Let'sjust talk about the
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it out of the park at that point in time and, as Fletcher
mentioned earlier, | think alot of those sales have now
gone to online purchases.

I want to just kind of show you guys TIF
revenue by the month for the last four years.

Kristin, do you have that?

There's a schedule of the TIF revenue for the
last four years. Thisis calendar year, so alittle bit
different. We seein 2022 we did 16.5, and then '23 we
did 17.8, last year, 19.6, and thisyear | think we're
going to be lucky to get to $18 million.

Again, there's nothing we can do about this.
It's money spent within our district with the taxes paid
to the state of Arizona, so | just -- you can see the last
four months, 1.2, 1.2, 1.2 and 1.4. So, again, our budget
was 1.6. | think that was legitimate, because you see the
prior year. You know, 1.6 for 12 monthsis 19.2 million,
so | don't think our budget wasreally in error.
Something's going on out there that we just haven't put
our finger on yet.

That's my spiel. Does anybody have any
guestions? | mean, | don't think we -- there's not alot
of things we can really dramatically cut costson. Most
of our commitments are long term, the security downtown.
Our marketing, we do -- you know, we do the big events, we
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general categories. Y ou started to touch on them.

And, you know, for the public that's watching
this, we're not alowed to do our budget in executive
session, so | apologize you have to suffer through this
with us, but in full transparency, you know, budgets are
supposed to be done with public entities in the public
session.

So of that million four that Dan just
described, if you go back and look at your financial
statement, half of that is going to debt service and we
have no way to adjust that, right, so seven --

Isthat -- isthat one month? Isit about 750
amonth?

MR. SHEAFE: Yes.

CHAIRMAN McCUSKER: Yesh. Sohalf of our
income right now is going to debt service, so that leaves
us discretionary money of about $700,000.

And what does it cost to run the office, Dan?
What's the -- kind of the administrative overhead?

MS. SAAD: Fletcher, he's putting some numbers
together for you real quick.

CHAIRMAN McCUSKER: But do you think --

MR. SHEAFE: It's about aquarter of amillion
if we add in all of the burdens that we are currently
handling.
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MS. VILLICANA: Yeah, | read -- 467.000 is what
| read in one of the last emalils.

CHAIRMAN McCUSKER: Yesh. And then --

MR. SHEAFE: That'swhat you include, but our
rough overhead islike a quarter of amillion.

CHAIRMAN M CCUSK ER: vesh. Andour marketing
budget is about 100 a month.

MR. SHEAFE: A little less.

CHAIRMAN McCUSKER: our legal bills are about
50 amonth. Therest of that we've committed to projects.

MR. SHEAFE: It'svery easy to get confused
with these numbers, because they get combined in different
ways, so when Dan comes back with the number, you can see
how it's actually calculated and what'sin it.

CHAIRMAN McCUSKER: ves, but the point being
the only money we can advance to public/private
partnerships is money we create. We don't have an
appropriation, we don't have any, you know, lines of
credit or bond money, so if we're making a million two and
750 of that goes to debt service, you know, you've got
$500,000 a month.

| think people assume we have $200 million, you
know, because they think -- you know, you look at how
successful we are, you assume we're a big budget agency.

Of that 500, a hundred is going to marking,
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the marketing budget; right?

MR. SHEAFE: Yeah, be sure of that and also the
fees that we're paying for the security downtown.

MR. MEYERS: Let's go down to the expenses.

CHAIRMAN M cCUSKER: 1 think that's admin, so
that'swhat | would call G & A, Chris. You know,
that's not --

MR. MEYERS: There's nothing in there that
really has any flexibility toit. | mean, it'sinsurance,
salaries and wages, you know, all the professional fees
and all that good stuff.

Here's the debt service and now we're down to
what -- you know, your our project support and our
marketing, security.

CHAIRMAN McCUSKER: Goto marketing. That's
the million, right? So that's --

MR. MEYERS: That'samillion --

MR. SHEAFE: It's called events and
sponsorships. Just so that you realize, it'sline 62.

CHAIRMAN McCUSKER: Yeah.

MR. SHEAFE: And then right below it isthe
downtown security, and we calculated that at 600. And
that's based on --

CHAIRMAN McCUSKER: Between thetwo, that's
another 150, so you're now at --
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then you've got the admin, office and legal. Those are
your -- that's kind of your fixed expenses. So | think,
Dan, on the back of a napkin that gives you about 200
grand a month of discretionary money.

MR. SHEAFE: Well, Dan, you may want to look at
that, put the number up there, because it's actualy a
little bit less than that. And I'm not trying to put a --

CHAIRMAN McCUSKER: No, I think that's the
point, is--

MR. SHEAFE: It'sreally important that we deal
with the redlity here.

MR. MEYERS: Thisisour budget we approved in
June.

MR. SHEAFE: Wdll, Dan, let'sgo into alittle
more detail on what we're talking about what we do. What
isin the overhead number that you calculate every month
that'skind of afixed cost?

CHA| RMAN M CCUSK ERZ Y eah, since we're talking
monthly, let's stay with monthly.

MR. MEYERS: Okay. So there's our budget for
the month -- for the year, 1.589. So what isthat, 100 --

CHAIRMAN McCUSKER: 125.

MR. MEYERS: 130. Yeah, $125,000 including the
legal and everything we've got in there, the marketing.

CHAIRMAN McCUSKER: And that doesn't include
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MR. SHEAFE: The Hexagon --

CHAIRMAN McCUSKER: --$225000 of what 1 would
call profit.

MR. MEYERS: And below that I'm showing what we
were anticipating paying out for the projects during the
year. A couple of those things have disappeared, but, of
course, we've added to it as well.

CHAI RM AN M CCUSK ER And go back to your future
commitment lineitem. | think it was $8 million.

MR. SHEAFE: He'stalking about the other form,
Dan.

CHAIRMAN McCUSKER: Yeah, go back to the
financial report form.

MS. SAAD: Can you guys see this or no?

CHAIRMAN McCUSKER: It'sstill onthisold
page. You need to drop that one.

MS. SAAD: Give me one second.

CHAIRMAN M cCUSKER: prop that on your screen.

There you go.

CHAIRMAN McCUSKER: allright. $8 million of
future commitments.

MR. SHEAFE: Well, in the next 12 months.

CHAIRMAN McCUSKER: Okay. Andwejust
discerned we're going to have -- call it will two and a
guarter amonth of money to contribute toward those
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commitments.

Areyou following this?

MR. SHEAFE: Wéll, | don't think you're stating
it right, Fletcher. | know what you're trying to do, but
let's go back and say if you take the commitments that we
really are stuck with, whether they're projects or
whatnot, we basically over the next year instead of having
about five and a half million have close to 1.2 million.

CHAIRMAN McCUSKER: okay. sothat 8 million's
been calculated into the spread.

MR. SHEAFE: Yeah, that's -- (inaudible)
million, is our projected income over the next 12 months.

Go ahead, Dan.

MR. MEYERS: Yes. And that's what, Fletcher,
said, 225. That's what that 2.7 million dollarsis. You
guys are on the same page here.

MR. SHEAFE: Right. Okay. Soif that turns
out to be our income stream, then we're going to turn
around and have as of today over the next 12 months
roughly $1.2 million of new project capability.

Now, one thing to pay attention to isthat the
Moxie out of that 5 and half million that isn't on there
isamost 4 million of it.

CHAIRMAN McCUSKER: That's severa years out.

MR. SHEAFE: Wéll, it may not be, because, as
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That's entirely discretionary. That's $100,000 a month.
And we can control money we contribute to, you know,

public/private partnerships, but that's kind of shooting
yourself in the foot, because that's future income from
today's dollars.

Y ou can drop all that, Dan.

So questions, comments, ideas? What do you
want to see next?

MR. SHEAFE: Wédll, | don't know that -- you
know, | think everybody is at least up to speed and it's
been a process for several months coming to the
realization that we are not continually expanding and this
looks likeit's really going to be there, so -- and we are
dedicated to a couple of the mgjors, the Moxie being one
and the Obie being the second primarily and the third one
being the Arizona Hotel, so if we put those things on the
table, then looking forward, we need to be very thoughtful
about what future large demands we place on the district
so that we absolutely ensure we do not run out of cash at
any given time.

And one of the things about the marketing side
of it, and thisisn't a subtle hit that it should be the
one picked on, but we don't control thetile of marketing.
Y ou know, alot of the other ones we can kind of 1ook
forward and say, oh, that's not going to happen for nine
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you know, that thing is moving forward very rapidly right
NOW.

CHAIRMAN McCUSKER: But! think we termed it.
Didn't we term it over --

Edmund, do you remember?

MR. MEDCOFF: 100,000 per month for four years.

CHAIRMAN McCUSKER: Yeah, it'safour-year
commitment.

MR. SHEAFE: Right. But that's, you know,
based on when it starts. And then your 3.9 million
number, Dan, when did you start the Moxie payments?

MR. MEYERS: The Moxie payments are severa
years out.

MS. VILLICANA: Isn't occupancy required,
because we're paying that monthly?

MR. MEDCOFF: It'swhen they break ground and
they're not expected to break ground until late this year
or early next year.

MR. SHEAFE: It's moving very rapidly right
NOW.

CHAIRMAN McCUSKER: pan, go back -- go back to
the budget. And thisiswhere | think we need board help.

We can't control the debt service. We have
little control over admin unless you terminate some people
and some lawyers. We can control the marketing budget.
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months or that's not going to happen until -- you know, at
the end of the year or that's going to happen shortly, but
marketing kind of comesin spurts. Becauseit'sa
million dollars that's sitting there, we don't always have
it just sitting there idle waiting to be used. We're
relying on money coming in and marketing demands can come
in rather quickly, because most of those commitments are
not made far in advance. Fortunately most of them are not
that big, so on an individual basis we're able to handle
them. But it isreally something to be aware of. We've
just got to manage our cash tighter than we have.

CHAIRMAN McCUSKER: sotwo burning questions.
Do we want to reduce the marketing budget? We can have an
immediate impact by terminating some of the commitments
weve made. Do we want to reduce the off-duty police
budget? That's 60 -- you know, $50,000 a month.

I know what my answer would be to both of
those, but | think the board's got to weigh in. That's
where you have discretion right now, is those twos items.

MS. COX: Fletcher, could | just say something?
And thisis peanuts, | understand, but we have $150,000
budgeted for murals this year and some of the processes
that | need to go through to get buildingsto do the
murals on has not happened as quickly as | hoped this
year, and if we wanted to save -- |'ve only made about
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$75,000 worth of solid commitments for that 150,000, and
if you tell me today that you'd like to have 75,000 back
thisyear, | can give you $75,000 today. 1'd sureliketo
have that budgets back next year, but that's next year's
decision. And | know it's small, it seems
inconsequential, but it's still $75,000 that | could give
up today if you tell me you need it.

MR. SHEAFE: By the way, just so everybody
understands, we have the mural budget inside the marketing
budget.

MS. COX: Oh, you -- okay. | thought it's
aways been a separate lineitem. | didn't pay attention
tothat. Sorry.

Well, the marketing budget's been a
million dollars for along time, so how did the 100 --

CHAIRMAN McCUSKER: wedid cut that back this
year, and then we included the murals. We did make some
cuts going into the year.

MS. COX: So, anyway, that's my offer.

CHAIRMAN McCUSKER: wedont need to do this
lineitem by lineitem. The broader issue | think for the
board is -- one thing is certain, we're going to have to
refrain from large budgets, you know, that require cash.

We're not going out of business. Y ou know, we
do have some discretionary accounts. If it doesn't get
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just address on this, and, Dan, | know | sent you on email
on this, ismaybe just put alaundry list of things
together the marketing committee looks at and then, you
know, the executive committee looks at and then bring any
thoughts from individual s they can send -- you know, go to
the lawyers and give their comments, but | think we should
have some kind of collective discussion.

If it comesin different angles, then we just
put it altogether and synthesize it and run it by Dan and
say, you know, what does thislook like when you key up
the numbers.

| think we need to be alittle bit more
businesslike, alittle bit more coordinated. And there
are things that we just don't know as individuals coming
into that conversation. It's like the marketing group,
they're going to know things intimately about the
commitments and what we can and cannot do and we'd loveto
have that feedback directly versus us assuming anything
and potentialy putting folks at odds with one another on
this topic.

MR. POSTER: There are four things that | sort
of wanted to bring up. Onewas arequest to Dan. I'm
wondering if you could graph the numbers that you showed
usin that by year and by month. And graph it two
different ways. Oneis grossincome and the other is net
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any worse, we can still keep our marketing parts, police
presence downtown intact, but it does affect the project
side of our business.

MR. MEYERS: | just wanted to --

MR. SHEAFE: Go ahead.

MR. MEYERS: | just wanted to bring attention,
you know, so we can start addressing the budget. We've
been noticing that the revenue was down and | think we all
thought it was temporary and five monthsin, | just think
it's prudent that we at least address this. | don't know
if we need to make any major decisionstoday, but | think
we at least al ought to know that we need to pay closer
attention to this, and when projects are presented to us,
we need to, you know, make good decisions on those and
just keep an eye on what's coming.

Maybe thiswill switch once we get through
December. | don't know, but | just feel like we should
address this to some extent now.

MR. SHEAFE: well, you know, you guys have been
really good about talking. And, Dan, you've been
tremendous in putting the alarm bell out there. | don't
think we have to make a decision right today, but at least
the awareness went way up and we'll be -- if this
continues, then we'll be looking for some specifics.

MS. VILLICANA: One of thethingsI'd liketo
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income after -- after debt service, because | think -- |
don't know, I'm avisual person, so when | look at trends
| want to seeit in agraph and not in sort of an array of
numbers, number one.

Number two is we have control over our outpour
of money to some extent, so two ways that we could do
that. Number oneiswe could consider perhaps a hiatus on
new projects starting in the second quarter of 2026 as a
way to really seeif we can get some of these issues under
control. In other words, if we can't spend at the rate
we've been spending, then it's useful to just call atime
out and start thinking about that, number one.

Number two, | still think there's some more
information we need. The trend that we're looking at
looks like about a four-month trend and it didn't include
December, so it would be really interesting to see if that
holds up over time.

And then we always have the ability to create a
new budget next year. And it might be much more of a
conservative budget from a cost point of view. And we
have the ability to do that. We have the ability to go
likeitem by lineitem. We've been in sort of afat
situation for awhile and we've gotten expansive in the
kinds of things we've been funding. And if wereina
contracting situation, | think we can respond to that in a
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1 budget format. 1 is, but we can actually bring the report up if you want.

2 CHAIRMAN McCUSKER: 7o Taunyass point, Dan, | 2 MR. GINSBERG: I thought that since the board

3 let'srun acouple scenarios. 3 membersall had a copy of the report, there wasn't a need

4 You know, if it stays at thislevel, what are 4 to develop dides, you know, for the -- because it's not

5 the board's options, if it gets worse, what are our 5 that long initscontent. But actualy | think having the

6 options. And, you know, there's got to be aconversation | 6 financial discussionisreally agreat segue into

7 about the big discretionary items. Marketing and police | 7 discussing, you know, whether or not there's a need for --

8 coverage are two of those. 8 we called it an executive director instead of a CEO.

9 Chief Kasmar will tell you we've made our 9 Typicaly most of the organizations like this around the
10 downtown pretty safe, but it's challenging and it's 10 country, the individual who runs the day-to-day operations
11 expensive and, you know, crowd flow figures out where |11 carriesthetitle of executive director. And typically
12 they're stationed and they go someplace elseto start |12 the person is, you know, well healed in economic
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trouble, so -- but, you know, we're the front line right
now in our downtown. And it's pretty typical of alot of
urban downtowns right now, that that's kind of the go to
placeif you want to stir up trouble.

MR. MARQUEZ: We have athird discretionary
item no one ever wants to talk about, and that is the
dealsthat we look at moving forward. We typically say we
will do up to -- up to 50 percent, but so many times we
default and automatically it's 50 percent of every deal we
do. So another way to look at it is how much sales tax
are you generating, what's our income, can we invest
simply up to the sales tax that we receive. Y ou know, so
many times we go past that dollar. We're not going an
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development and project development and project
recruitment to make -- you know, to make things happen.
And | think that's probably, you know, the kind of
individual, you know, this organization would probably be
looking for, you know, in the long term.

The organization, obviously you've been
successful in the current -- you know, current model. The
board's been doing yeoman's work, you know, obviously
approving these deals and so forth, so the question really
is, you know, can -- can the organization even do more or
be better and grow, you know, with any organizational
|eadership changes so to speak.

And | think in the course of the report, which
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ROI, we're getting a break even, so just --

CHAIRMAN McCUSKER: wecould aso go rebate
only for awhile.

Okay. Dan, let'sget thiscirculated. You'll
seeit on the next agenda. We're not panicking. We are
trying to appeadl to the state. We had a great audit. Our
ROI right now isnineto one. There€'salot of reasonsto
invest with us, but it's now political.

That's aterrible segue, Dave and David, into
the next conversation, because, you know, we've been
pretty serious about thisidea of bringing on a CEO for
well over ayear.

David Smith and David Ginsburg are with afirm
I'm familiar with called HRS out of Chicago. They are a
recruiting agency into the economic devel opment space.
I've worked with them before. They're very knowledgeable,
very successful, so we retained them to discuss with us
and how they viewed this position and, you know, things we
might think about as we want to advance some sort of full
time CEO, which we've never had in the 14 years that I've
been here.

So, Dave, I'll turn it over to you guys. We
have distributed the report to the board, but, Kristin, if
you have one or Dave if you are going to go through it or
you might have some dlides, | don't know what your plan
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we provided in doing our research, you know, there's
pluses and minuses al thetime. The pluses of having,
you know, an executive director is you have someone who's
working 40 hours aweek, you know, focused on the business
model and making things happen, which means that right now
| think the organization, if | can characterizeit as
that, is somewhat passive in terms of the deals that
come -- the deal flow iswhat comesin the door. And when
you have someone that's areal talent and understands this
whole process of deal making and the economic development
world, you would hope to have someone who's going to be
proactive as well and go out and seek deals and bring
deals to the table based upon whatever the needs are
downtown. So the plussideisthat, you know, you would
have -- by having afull-time executive director and
having the right person with the right skill sets and
qualifications, you would have somebody that would be more
proactive, which might in fact help situations like you're
currently in with -- where the revenue has declined. This
would be a person who would hopefully be bringing deals to
the table and not just waiting for the deals to kind of
comein the door. So that's the plus side.

Y ou know, on the downside obvioudly, to attract
someone like that, you'd have to pay afairly decent
salary. We probably figured at least in the 150 to 180
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1 range, maybe alittle bit more, and you'd be looking for | 1 now, having somebody in place that could pick up the trend
2 someonethat'snot ajunior intheir career. Youwant | 2 alittle bit earlier, figure out why thetrend is, what is
3 somebody who's quite experienced and very palitically | 3 actually happening and what types of projects will
4 savvy, because your organization, you know, dependsonthe | 4 generate the kind of revenue that you need to kind of grow
5 legidlature alot, the legislature and the governor and so | 5 your sales, if you will, would be helpful.
6 forth, so there'skind of apolitical background to 6 So, you know, | think in the short term there
7 things, so this person has to be very politically astute | 7 isabit of investments there, but | think you almost need
8 to work with the board, because the board still is 8 somebody in aposition like that that can be at this full
9 critical in approving projectsin any model. But 9 time getting the facts, answering your gquestions, that
10 hopefully what the executive directer would be abletodo |10 could begin to turn the sales trend around.
11 isbring projectsto the table that are already curated, |11 And then, you know, you have had some
12 going al through your due diligence so that that's done |12 (inaudible) of this board for many, many years, which it's
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up front in addition to being proactive versus reactive to
deals. So that's probably the big advantage.

So, again, the disadvantage isit takes
additional revenueto do that. And | think someone again
would be looking for, you know, financia stability if
they're going to come into thisrole, they'd be looking
for the board to be, you know, behind what they're doing
and be able to work collectively with the board, would be
critical and, of course, the -- | think the legislature
and the governor and so forth would have to definitely be
on board with, you know, supporting a full-time, you know,
executive director.

And just as an aside, you know, | noted in the
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recognized, it's nationally recognized. | mean, we've
seen this and heard this everywhere. And | think asyou
begin to transition the organization into the future, it's
awise thing to take advantage of that and do it maybein
agradua way.

So if you look at what our recommendation is,
the recommendation is to initiate the process of
establishing the position of an executive director, it's
not turn right around and do a search but begins the
process of establishing an executive director. So that |
think is our bottom line recommendation.

So, Dave, Weida, do you have any other points
you would add to that or --
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audit report that they even recommended having an

additional person to be a project manager for the hotel --
or for the convention center, because that's a magjor,

major portion of your -- of your charter. So | think

there's probably a need to have, you know, asmall staff.
Y ou've got Kristin right now, who's doing, you know,
yeoman's work and, you know, doing al the administrative
work holding everything together, so you'd have someone
like Kristin and you've have a project manager for the
hotel, you'd have an executive director. Y ou have a CFO,
so you aready have the makings of a-- you know, of an
organization or an organization structure. And, again, an
executive director would be responsible for making sure
that everything -- the organization runs properly, so --

But, you know, timing is everything and it, you
know, becomes a financial -- afinancial commitment that
hasto be there, I think, in order to get the -- you know,
to be able to attract the right types of people you would
want in that role.

So anyway, David, do you want to add anything
to that?

MR. SMITH: | think the only thing | would add
toitisthat asyou think about this, having an executive
director can either be looked at as an expense or an
investment. And I think given what the trends are right
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MS. TUCKER: | would just say that, you know,
the other major advantage is -- you know, just to
reiterate this, isthat there are all kinds of ways that
you can increase sources of revenue. So when you have
somebody full time focused on that, you're going to have a
better launching pad to really acquire better funding. So
| think that's the main benefit really, one of the main
benefits.

CHAIRMAN McCUSKER: Any questions for Dave,
David or Weida?

(No oral response)

CHAIRMAN McCUSKER: Thank you very much.

Thisisanon-action item.

Taunya, go ahead.

MS. VILLICANA: Yeah. Sol'd ask each of you
in your professional opinion what are the risks of not
bringing someone in at this juncture and taking this
process as you have suggested in your assessment.

MR. GINSBERG: | think at this juncture the
biggest risk probably isyou have alot of talent right
now in -- you know, in your leadership and Fletcher and
the executive committee and the board and, you know, it
givesyou thetime. You have the ability right now to use
that to leverage that talent, to help integrate the right
individual so that you have a-- you know, along-term
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sustainable, you know, leadership model to run with.

Y ou know, life happens and, you know, alot of
things can happen, too, with -- you know, with the board
and everything else. So | think you've got an opportune
time right now, you know, to leverage the talent and the
experience that's on the board to help make that
transition.

Does that make sense? Does that answer your
question?

MS. VILLICANA: It does. It really does, yeah.
| think that's along some of our discussion.

MR. SMITH: | can sometimes be alittle bit
direct, but my background before | got involved with any
of this downtown type of stuff was| was aretail
executive, and if | saw a 30 percent decreasein my sales,
especialy over afew months, | think 1'd want to know
something alittle more specifically than, you know, isit
the Amazon effect. What isit? Where are the sales
revenues? Why are they not comingin. And | think having
somebody that's an executive director that has some sense
of urgency and is tied to generating the kind of revenue
that you need | think isimportant.

And therisk is not having somebody like that.
If that sales trend gets going or we wait and see for
three or four more months, what's alittle bit of a
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organizations that have the budget size that you have and
so forth that carry the name of TIF, you know, they're
typically run by, you know, a professional executive
director and staff, so you're atypical, | guess, relative
to the national, if you will.

The other side of it isthat you generate most
of your revenue from sales tax, and that's a bit unusual,
because most of the other similar type organizations, you
know, have other methods of generating their revenue. So
that's also unique to -- you know, to your situation. And
| think --

MR. SHEAFE: Dave, aquestion.

MR. GINSBERG: Shoot. Go ahead.

MR. SHEAFE: Inyour experience -- now, we have
right now officially anine-year runway, alittle less
than nine years. When you're trying to attract somebody
that is mature and seasoned, what limitation does that put
on you when you can say, well, we don't know if this
organization is going to last all that much longer.

MS. VILLICANA: We can also mandate that they
stay longer.

MR. SHEAFE: Yeah, but right now we have a hard
date.

MR. SMITH: I think, Chris, that's an excellent
question related to the previous question. You are really
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problem now could become areal seriousissue and it
doesn't take too long to happen.

I'll be nice from here on.

MS. VILLICANA: Wédll, you don't haveto be. |
love the directness.

Weida, do you have anything that you'd like to
comment?

CHAIRMAN McCUSKER: Wheat's the temperature in
Chicago today?

MR. SMITH: Wéll, I'min Cincinnati actually
and it's 10 degrees, so atrip to Tucson wouldn't be bad.

CHAIRMAN M CCUSK ER: Thereyou go. Thank you.

Any questions?

Corky.

MR. POSTER: | have aquestion.

Y ou get to see alot of organizations, and
obvioudly thisis not the only one that you're looking at.
I'm curious whether you're seeing organizations that have
the structure that we currently have and the movement of
those organizations to the executive director. I'mjust
curious sort of big picture how we -- how we sit in sort
of the national scene and how typical or atypical Rio
Nuevois.

MR. GINSBERG: That'sagreat question. |
think from a national perspective, most of the
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atypical. Number one, you're the only TIF in the state of
Arizona, so -- and | don't see any prospects for any
others. Secondly, you're using sale tax revenues, which
relatively few other TIFsuse. And, thirdly, you're
controlled by the state where most TIFs around the country
are controlled more locally. And because you're
controlled by the state, there'salot of political
vulnerability there, the legislature changes, the governor
changes. That could put some real risk in place for an
executive director. And it's especially important, you
know, if the political support that you currently provide
for that person would not be there. So | think those are
somethings that are really alittle bit atypical.

MR. SHEAFE: Especialy if that political
support could change very easily to a different agenda,
whatever that is.

What limitations from a practical standpoint do
you recruit under those circumstances.

MR. GINSBERG: That's, | think, one of the
issues that you have to discuss with, you know, potential
candidates. That'swhy | said | think you're going to be
looking at candidates that are -- thisis not going to be
aposition for any reason for somebody that's stepping up
the ladder. You'relooking for somebody that already -- |
won't want to call this maybe a capstone position in their
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career but certainly not somebody that's getting ready to
retire. 'Y ou want somebody that's going to be there eight
to ten years.

So the fact that there's anine-year runway,
you know, | think the person with the right kind of
experience, skill sets and so forth may find this given
the track record and, you know, what they could possibly
do with the organization, find this an attractive
position. But it wouldn't be attractive to everyone. |
mean, just for that reason that you mentioned, that, you
know, they could look at this and say, hey, it's
technically only there for nine more years. Hopefully it
will there be much longer. And | think with agood
strong -- at least from our vantage point, with a good
strong leadership team in place, you know, | think there's
agood possibility to be there longer than, you know, nine
years.

But it's-- you know, it's-- again, you're
looking for that person that has the experience and the
talent in putting these kinds of deals together and being
able to bring those deals to the table and be more
proactive, | guessisthe word I've been using, you know,
so that you're not just waiting for the deals to come
across the transom so to speak.

MR. SMITH: | would take ayellow highlighter
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concerned property owners that know something needsto be
done to save downtown and they devel op some committees and
they start studying things and they develop alittle
program and they are board led. And once they start to
see that they're starting to make a difference and that
maybe they develop a special improvement district so they
have some stable funding, it's only then that they put in
an executive directer or a CEO or a paid staff.

So thereisthat transition. And how the board
handles that transition and works with that CEO or
executive directer or paid staff iscritical. But thisis
avery common transition in the downtown business. It's
how these organizations are all born.

MR. POSTER: Thank you.

MS. TUCKER: The other thing | would add is
that, you know, once that transition is made, if you do
hire an executive director, then | think it'sfair to say
that when you -- if you do that, that you actually give
that person the power that they deserve to run the
organization with the support they need.

CHAIRMAN McCUSK ER: All right. Thank you,
David, Dave and Weida. Thank you very much. Well bein
touch. Thanksfor al your hard work.

MR. GINSBERG: Thanksto al of you. Havea
good day.
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on page four of the report and say the process of
establishing the position of executive director. That
goesto Chris's question of you need to look at what some
of thoserisks are and is there anything that you can do
or that you can negotiate with the state to help to
mitigate some of those risks, because they are real.

MR. SHEAFE: Thank you for the answer.
Appreciateit.

MR. POSTER: There'sasecond half to my
guestion, which is, nationally what have you -- what is
the transition that you may have seen between the sort of
board-run organization to an executive director
organization.

So one of the big questions in our mind is what
does that transition look like. Isit a successful
transition. Y ou know, what have you seen in other
organizations. Even though we're atypical, there must be
other organizations who have gone from sort of a board
dominated action program to an executive director.

MR. SMITH: Good question. And I think asyou
may know from our firm that most of the work that wedo is
with downtown organizations, business improvement
districts. That'swhere| came out of. | wasa CEO of
our organization herein Cincinnati. And typically those
organizations get no staff. It'susually agroup of very
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CHAIRMAN McCUSKER: Just quickly. Felix, if
you've got some peopl e that need to go back to work, |
know we pulled some people off the bagel making line, are
you -- | can put you up now if you need people to make
bagels.

MS. GROFF: I'm done for the day. 1'm okay.

MR. RIPPEL: | think we're okay.

MS. GROFF: Yeah, I'm okay.

CHAIRMAN McCUSKER: Kyle and Rebecca, you're
good?

MR. LAUER: Yeah, were okay.

CHAIRMAN McCUSKER: all right. Well, you're
getting acivicslesson. By the time we come to you,
you'll understand how we operate.

So, Jacqueleen, that puts you up next. You're
the seasoned veteran now. Y ou can teach these
whippersnappers.

MS. LARSON: | haveto say budget review was
much easier to follow thistime around now that I've had a
crash course.

CHAIRMAN McCUSKER: sothisisEl Ritual. We
saw this project the last meeting. It'sreally smart and
cool and it'sin the depot and it's something we want to
support. Sothisis set up today for action. And you had
some time, Jacquel een, between the meetings to kind of
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polish up your proposal, so | think you're already set up
to run your slides.

MS. LARSON: Yes.

CHAIRMAN McCUSKER: and introduce yourself,
because we transcribe everything.

MS. LARSON: I'm Jacqueleen Larson. And, as
Fletcher said, | am coming to you with a presentation for
my startup El Ritual today.

So first and foremost, can you guys see this
okay?

MR. POSTER: Yes.

MR. MARQUEZ: Yes.

MS. LARSON: Perfect. | really appreciate the
conversation from last -- or earlier this month. | went
ahead and took back the feedback mainly about recurring
charges or recurring -- renewing memberships with
recurring additional charges somehow blocking this from
TPT viability, so | have some good news to share with you
there.

But just as atiny refresh, our concept isa
boutique wellness studio redly rooted in the beauty of
the Sonoran desert. We're offering contrast therapy,
which is sauna and cold plunge, sound and breath work in
noise canceling headphones so we don't have to worry about
trains aswell as asmall retail selection.
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So you guys have seen this before. | brought
thisto the last meeting, but just kind of showing again
that one to four-year ramp in of gross revenue and then
what the estimated TPT would look like. And so that 290
isthe number | want you to remember, | will remind you,
on my initial term and then basically 100,000 in TPT for
every incremental year past that first four.

Thisisthe good stuff.

Edmund, | don't see you in my screen, but I'm
thinking of you. I'm going to scroll so | can see your
reaction, because | feel like we need to discussthis.

Will Pew ison theline.

And, Tim, thank you so much for all of your
help. We have al come together over the last two weeks
since we met last to basically confirm that El Ritual is
TPT tax liable and based on these following key points.

Will, | feel like you've been waiting for a
long time. Do you want to walk them through these three
key points?

MR. PEW: Yeah, I'm happy to try to explain. |
think Tim's on the same page. So bottom lineisthat El
Ritual by default will be ataxable entity type, and so
under the Arizonatax code absent an application for an
exemption from TPT, they're going to have to pay it.

So there is an exemption for gym memberships --
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We are projecting to bring in about 400 -- or
8 -- | need to calm down -- $600,000 in the first few
years ramping into about amillion stabilized like fully
ramped up revenue.

Like Fletcher said, our leaseis at the depot.
We're doing afour-year initial term with two-four year
optionsto review. And with the beautiful investment
that's going into this space, | hope to be there for that
full, full time.

We are very much aligned with some of your
goas. We complement some of your big betsin downtown
hotels quite nicely offering, you know, kind of this spa
experience for them that isreally unique and native to
Tucson, which | think when people come here, they're
aways delighted by.

We're generating sales tax in anew way, so
we're not really affected by the slump that we're seeing
inretail. We're definitely not a restaurant, so our
membership model offering access to an amusement is kind
of net new for what you guys currently have on your
roster.

And the ask that I'm coming to you with today
for hard construction build-out | actually will pay for --
| will deliver positive ROI in my initial lease term, and
then it'sjust kind of upside cream from there.
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or for gyms where 80 percent or more of the revenueis
from recurring memberships. And the business model, we
don't anticipate that's ever going to be the case. |
think Jacqueleen came out with 65 percent, something like
that.

MS. LARSON: Correct.

MR. PEW: And so they wouldn't satisfy the
definition of a health and fitness establishment for
purposes of getting that exemption. And evenif it did,
it would -- you know, absent applying for the TPT
exemption, it's still going to have to, you know, pay the
TPT tax. We don't think that would be the case, because,
you know, even were the memberships going to be 80 percent
or more, there's also this provision in the code that says
that access hasto be for 28 days or more, and the way
we're structuring this will be sort of a month -- or four
week to four week or month to month membership that only
gives aperson 12 days of access so, less than 28 days of
access. And then finally by including aline item on the
customer invoice for TPT, then they're obligated to remit
those funds that they're collected.

So given all these factors, and Jacqueleen's
willing to sign, you know, sort of a covenant to agree to,
you know, not reguest an exemption, to include the TPT
line item and to collect that tax and remit it. We don't
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think there's any risk that it would ever not be paying
TPT.

MS. LARSON: And then the ADOR counsdl did
specifically address our question about the short-term
membership status not being impacted, or would it be
impacted if it was auto renewing and she said that's not
an issue.

MR. PEW: Does anybody have any questions on
that?

MR. MARQUEZ: | just have a point of
clarification. Thisis Edmund, of course. I've been
thinking about you, too.

MS. LARSON: Good.

MR. MARQUEZ: | mean, if we have a pragmatic
conversation and let's just say this becomes arebate,
because we just explained that we're basically out of
money for the most part.

If you go back adlide, | think it's one dlide,
8.7 percent estimated TPT, the state sales tax is 5.6, we
get half of that, so just call it 2.6 percent iswhat our
actual incomeis, so for you to get arebate, just know
it'salot less than the $290,000.

MS. LARSON: Wéll, | hope | don't have to fall
into getting arebate, but understood, not ideal .

Revenue model, we can walk through that, but
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GC. When | presented last time, | had their estimate,
which, you know, the GC that's running the propped, Pedro,
said he felt good about, but | literally this morning just
recelved the hard -- like the official, officidl,
everything validated build-out cost and it did uptick
dightly, so we're at 530 for hard construction. | have
to buy al my devicesthat kind of plug in and aren't hard
fixed into the space, and then | have some startup cost
fees, you know, marketing, legal, my architect, et cetera.
But ultimately what | am asking you for isjust shy of 50
percent of my hard construction build-out, 250K .

I'm going to bein it for 280 plus obviously
the ancillary things that aren't even in the discussion
for you guys. So all in project cost is650. I'm funding
400 out of just personal capital and asking you guys for a
generous contribution of 250 for these build-out costs
paid directly to Caylor or however you expect to doit.
But | don't know that a rebate would work for me, but I'm
happy to learn more about like how that would be
structured.

MS. VILLICANA: Solet meask. Istherean
opportunity for usto also consider small business grants
in Shay's committee? | want usto also consider that asa
segment of this so that the --

CHAIRMAN McCUSKER: Thoseare very small,
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we -- isthere any other questions on TPT liability or are
we feeling good?

CHAIRMAN McCUSKER: will, thank you. We
appreciate all the work.

MS. LARSON: Thank you.

CHAIRMAN McCUSKER: Thiswasnewtous. |
think it was alittle novel for ADOR, so it was aredl
educational experience. | think we're comfortable with
your business model now.

So the number Edmund was referring to, 2.6
percent of your forecast would be about $87,000 over the
same period of time.

MS. LARSON: Okay. Got it.

CHAIRMAN McCUSKER: Go ahead.

MS. LARSON: All right. Understood.

CHAIRMAN McCUSKER: Let's go to your budget
and stuff you've --

MS. LARSON: Okay. So --

CHAIRMAN McCUSKER: We see --

MS. LARSON: Perfect.

CHAIRMAN McCUSKER: Let's see your construction
budget.

There you go.

MS. LARSON: Great. Okay. So | am coming to
you -- | literally just got -- I'm working with Caylor for
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25,000 kind of thing.

MS. VILLICANA: Okay. But it could bea
segment of hard cash.

MS. LARSON: No, we don't like to see people
pull from (inaudible) funds.

MS. VILLICANA: | see. Okay.

MS. LARSON: We haven't been allowing that.

MS. VILLICANA: Okay. Thank you.

CHAIRMAN McCUSK ER: Do you have alender,
Jacqueleen? Isthis-- do you have abank or aline of
credit or --

MS. LARSON: No, | --it's-- it'sjust cash.

CHAIRMAN McCUSKER: Your personal cash?

MS. LARSON: Yeah.

MR. SHEAFE: What would be the timing? If you
needed money from Rio Nuevo, what timeframe would we be
putting that in? And isthis-- you're showing that now.

MS. LARSON: Yeah. Thank you for asking that.
So timeistight for me. The building -- or the space I'm
going into isowned by the city. The best | could get
them to negotiate was starting my rent payment in June,
which isliterally the worst time to start paying full
freight rent in Tucson, but that'sfine. I'm grateful for
the runway that they've afforded me for build-out and a
couple months of operation, but in order to preserve those
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1 operating months before I'm duerent, | needtoopenin | 1 CHAIRMAN M cCUSKER: A million ayear, yeah.
2 April. 2 MS. LARSON: Inrevenue and then 1,000 in TPT.
3 Right now my architect said that we could 3 CHAIRMAN McCUSKER: ifyou assumethat, Edmund,
4 probably hit a45-day build, and | got Caylor to say, yes, | 4 for the next five, you know, if she can get to amillion
5 they can start demoing the space next Monday, 5 inyear four, then you've got five more years at a
6 February 2nd. So | am trying to move asfast aspossible | 6 million, but that's only $140,000, to us, you know, so
7 for an openin April. 7 it's-- it'sabout a break even deal for us. Y ou know, we
8 MR. SHEAFE: Areyou paying for your contractor | 8 would bring in about -- if she hits her numbers, about
9 up front? One of the things that all of our commitments | 9 220K over the term of our life.
10 doiswerelast in, so you have -- because that'sthe |10 But it does diversify downtown. It brings kind
11 400. 11 of an dliteclient. The challenge asyou heard is cash.
12 And then the other thing is what backup do you |12 There might be an interesting conversation with
13 haveif things get real dry for you July, August, 13 Rob to see, you know, if we were to pay him directly what
14 September, you know, whatever? What about your operating |14 kind of terms we might get, Jacqueleen, directly from
15 overhead if you're not quite cash flowing during that |15 Caylor.
16 period? 16 MR. MARQUEZ: Yesh. | mean, wejust got done
17 MS. LARSON: Yeah. | wastryingto basically |17 contemplating a conversation cutting back our police force
18 like push off needing to take out aline of credit ora |18 downtown and cutting our marketing, which brings hundreds
19 loan, but that's basically where my head's at for getting |19 of thousands of people downtown. | mean, if it'sme
20 that kind of operating runway should it be needed. So| |20 looking at thisand we look at our lack of cash flow, I'd
21 wanted to pay for and fund the actual build-out and |21 belooking at doing arebate. Y ou'd have to front your
22 startup with, you know, savingsthat | have and then would |22 cost of construction, pay your TPT, and then, | mean, us
23 kind of dip into that credit as my runway and cushion |23 being generous at doing the full 250 in arebate. Y ou can
24 should | need it from an operational standpoint. 24 add in inflammation there. But, | mean, that's what |
25 MR. SHEAFE: All right. 25 see. | mean, I'm watching people nod on some of the
Page 50 Page 52
1 MR. MARQUEZ: Would you go back to your | 1 commentsthat Fletcher's making, so I'll leaveit alone
2 financials up above? 2 and see what motion somebody wants to make.
3 MS. LARSON: Yes. 3 MR. SHEAFE: Wdll, I'd be happy to try and --
4 MR. MARQUEZ: Please, pretty please. 4 I'm sorry, Taunya. Please jump ahead.
5 MS. LARSON: Thisone? 5 MS. VILLICANA: Yeah. | think -- i want to
6 MR. MARQUEZ: No, the onethat actually hasthe | 6 kind of pan back alittle bit. A number of things. One
7 projection as one through year four. 7 isitistaking aspace and making it into something that,
8 There you go. 8 A, ishitting all age bands if you look at her business
9 So, | mean, we sunset in 2035. | don't know, | 9 model and the focus here, and it's also meeting the
10 I'mjust trying to do math. | mean, based onthe--1 |10 criteriaaround like -- look, she comes with a background
11 mean, the hard part is like we just chatted here. So this |11 in this particular areawith a stack of knowledge that
12 isn't asclean asarestaurant and abar. | mean, the TPT |12 takesit even further out in marketing sustainability.
13 isso much easier. Thisiskind of creative TPT, whichis |13 She'safamily member that is aso looking at saying,
14 great. It soundslikeit'slegal. | mean, I'm just 14 look, | moved here, I'm raising my family, I'm taking
15 tryingto look at your runway. There are bigger 15 riskshere, I'm putting money in.
16 construction deals as we get into the larger deals, which |16 | think there's alot of sweat equity that's
17 welll look at our entire runway out to 2035 askind of |17 going to go into this business model and stack of
18 what you'd generate. 18 knowledge that is unique. We need to be mindful of that
19 But, again, even if you look at like -- gosh, 19 and | think we need to -- to invest in this differently
20 you'reat 3 -- why does your number go down so much. Year (20 and uniquely thinking along those lines. I'm very
21 onethrough four is 3.3 million, then you're -- 21 interested in seeing this cometo fruition, and | don't
22 MS. LARSON: Thisisoneyear, so -- 22 want usto get too like numbery to the point whereit'sto
23 MR. MARQUEZ: Oh. 23 nauseam.
24 MS. LARSON: It'slike 1,000 a year. 24 Jacqueleen, | see your nervousness. |
25 MR. MARQUEZ: A million ayear. 25 understand. I've spent time with you. | know you've done
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alot of scrubbing on thisand | know you're very vested
inthis. Sol really want usto move forward and think,
you know, along the lines of like, look, we're going to be
revisiting our numbers, we're going to be reworking and
thinking about the organization. | really want usto
invest in Jacqueleen and this business.

MR. SHEAFE: Do you have a suggestion for how
to do that, Taunya?

CHAIRMAN McCUSKER: well, shedid sort of make
amotion, so --

MS. VILLICANA: | did.

CHA' RM AN M CCUSK ER Let mekind of come back to
that, because --

MR. POSTER: I'll second that motion for
discussion.

CHAIRMAN MCcCUSKER: sothat as is $250,000in
pretty quick cash. She's going to be openin April. So
just to make sure, Taunya, that's what you meant.

MS. VILLICANA: | did, yes. | mean, | would be
willing to go to the 220 level if you're saying like,
okay, we've got to break even on this, let's go to 220
and, Jacqueleen, make it happen. | mean --

MS. LARSON: Yes.

MS. VILLICANA: -- if you're comfortable,
Corky, going with my amended motion.
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| think if we went to him and said, Rob, you know, we need
to pay this over ayear or some other workout, I've got to
believe that he would work with us. But, you know, the
motion would require us to, you know, follow our typical

procedures and reimburse you, Jacqueleen, as you spend
money.

Tim, you've got your hand up, too.

Y ou're muted, Tim.

MR. MEDCOFF: we need to have amotion or amend
the motion to alow the executive officers --

MS. VILLICANA: I'll say that right now.

MR. MEDCOFF: -- and legal to finalize the
deal.

MS. VILLICANA: Well doit. Sol'mgoing to
add into that motion, so I'm going to go back and say the
full motion at this juncture if that's okay, Chairman.

CHAIRMAN McCUSKER: Yeah, let's start at the
beginning. Go ahead and make your motion.

MS. VILLICANA: Okay. So| make amotion to
provide 200K in direct benefit -- reimbursable benefit
that can be stretched potentially with Caylor Construction
and then a50,000-dollar rebate. And | instruct the
counsel aswell as the executive team to basically enact
this motion.

MR. SHEAFE: Can| ask just to have an addition
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MR. POSTER: | am.

MR. MARQUEZ: | would like to request a second
amendment of doing $50,000 in cash and $200,000 in rebate.

MS. VILLICANA: I don't think she can do that.

MS. LARSON: It doesn't work.

MR. SHEAFE: Isthere any number that does
work, Jacqueleen, where you bifurcate and have an element
of rebate in the total ?

MS. LARSON: We could invert what Edmund
suggested and do 200 and then 50 on rebate.

MR. SHEAFE: Okay. Do you know the numbers
well enough to feel confident in making that statement?

MS. LARSON: Yes. | mean, if you're asking me,
yes, Chris, | do.

MR. SHEAFE: Do you want to amend your motion,
Taunya?

CHAIRMAN McCUSK ER: That was to you, Taunya.

MS. VILLICANA: | know. I'm thinking through
my brain here.

I'm comfortable amending my mation, 50,000 in
rebates, 200,000 in reimbursable funds from Rio Nuevo.

MR. POSTER: I'll accept that. I'll second.

CHAIRMAN McCUSKER: The only thing | would add
to that, which | think is maybe not relevant to the motion
but to the timing, | think Rob Caylor would work with us.
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there. | know it will come up asacomplication. The
50,000 would be paid at the rate of 50 percent of what we
receive until it reaches 50,000.

CHAIRMAN M cCUSKER: well, that's new math, so
that would require her to -- if it's a straight rebate,
they get our portion of the tax capped at 50,000.

MR. MARQUEZ: It'stypically astraight rebate.

CHAIRMAN McCUSKER: Yeah, it'susualy a
straight rebate.

MR. SHEAFE: Well, we till have to know what
itis; correct? We have to know how much --

CHAIRMAN McCUSKER: They'll pay the taxes, we
get the taxes, we refund it to them until it hits $50,000.
Werefund all of it to them until it hits 50,000, so
theoretically it could be paid off in two years.

MR. SHEAFE: I'm going to assume that
suggestion has been rejected.

MR. MARQUEZ: | have aquestion for Dan Meyers.

Dan, do we have an opportunity to collect the
construction tax on thisbeing a Tl dea ?

MR. MEYERS: I don't think there's any
construction sales tax on these kinds of projects.

MR. SHEAFE: Wédll, there's going to be some,
but it will be small because most of it will be labor.

CHAIRMAN McCUSKER: Corky, did you second the
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1 new motion. 1 MS. LARSON: shell have an honorary member --
2 MR. POSTER: Yes, | did. 2 well, maybe just amonthly --
3 CHAIRMAN McCUSKER: Tim,goahead. | 3 CHAIRMAN McCUSKER: No comps.
4 MR. MEDCOFF: Yeah. Just to clarify, because | 4 MS. VILLICANA: Do not give me anything. Il
5 thiswould be an economic benefit agreement, it'snota | 5 make sure |l pay my way.
6 GPLET or adevelopment agreement, it would bethe sales | 6 CHAIRMAN McCUSKER: Nocomps. shesgot to pay
7 tax equivalent, not actual salestaxes, soit would come | 7 her own way.
8 out of our other bucket. 8 MS. LARSON: Thank you all tremendously. Thank
9 CHAIRMAN M cCUSKER: Right. Theamountsare | 9 YOU.
10 coincidental. 10 CHAIRMAN McCUSK ER: Thank you, everybody.
11 If everybody's following this, Kristin, were |11 MS. VILLICANA: You've got this.
12 going to have you call theroll. We haveamotionto |12 CHAIRMAN McCUSKER: weicome, obie. Andwere
13 approve a $200,000 investment into El Ritual anda |13 finaly at a place where we can move thisalong. We're
14 50,000-dollar rebate paid as we collect fundsfromthe |14 very grateful to your wisdom and tenacity and patience as
15 department of revenue that would be funded by 15 you've worked through this with us. What's the saying, if
16 non-TIF dollars, and we'll have a conversation with Rob | 16 it was easy, Brian, anybody could do it. So we'rereally
17 just to see if we can make something with him happen. |17 pleased that you've gone from, you know, a proposal to
18 That's not part of the motion. We'rejust going to talk |18 prospective awardee.
19 to him. 19 The magjor step in thisfor Rio Nuevo observers
20 Everybody understand? Any questions of anybody |20 was to have the county sign off on Obie as the operator.
21 about the motion? 21 Just to backfill some of the facts, Rio Nuevo has an
22 (No oral response). 22 option to lease and/or buy the land known as 75 East
23 CHAIRMAN McCUSKER: okay. Kristin, call the | 23 Broadway immediately across the street from TEP, that's
24 roll, please. 24 been in place now for over two years, and we went through
25 MS. SAAD: Chris Shedfe. 25 acompetitive process and awarded Obie Properties of
Page 58 Page 60
1 MR. SHEAFE: Aye. 1 Eugene, Oregon, the opportunity to close on that parcel.
2 MS. SAAD: Edmund Marquez. 2 A large part of the reason we did that are the
3 MR. MARQUEZ: Please makeit first class. Aye. | 3 two people sitting at their conference table in Eugene,
4 MS. SAAD: Jannie Cox. 4 Oregon, the quality of the properties that you operate,
5 CHAIRMAN McCUSKER: I think she's -- 5 the mixed use that you bring to a downtown. Edmund had
6 MS. SAAD: Mike Levin. 6 firsthand experience with your hotels and became area
7 SPEAKERS3: -- |€eft the building. 7 believer early on. And ultimately, you know, the project
8 MR.LEVIN: Aye. 8 you brought to usincludes not only aboutique hotel but
9 MS. SAAD: Taunya Villicana. 9 over adozen retail locations.
10 MS. VILLICANA: Aye. 10 So our next steps for you are to identify you
11 CHAIRMAN McCUSKER: Shay Jimenez. |11 asthe developer and to authorize our executive officers
12 MS. JIMENEZ: Aye. 12 to negotiate your incentives. What we've talked about --
13 MS. SAAD: Corky Poster. 13 and thisis not something we are voting on today, but
14 MR. POSTER: Aye. 14 we'll begin the process -- isthat we will get you into
15 MS. SAAD: Fletcher McCusker. 15 this parcel at anominal cost.
16 CHAIRMAN McCUSKER: | vote aye. 16 That's my dogs. They're enjoy your
17 (Motion made, seconded and passed unanimously). |17 presentation. That means that Amazon's here speaking of
18 CHAIRMAN McCUSKER: It'sunanimous. |18 Amazon.
19 Jacqueleen, you've got your work cut out for |19 So our objectiveisto get you this property
20 you. WE!l beintouch on how this processworksand |20 basically at no cost to you. That will include an option
21 therewill be alegal document coming your way. SO |21 to purchase the property coincidental to our option that's
22 congratulations. 22 also at anominal price. So our chief incentiveisto get
23 MS. LARSON: Thank you so much. 23 thisland into your possession.
24 CHAIRMAN McCUSKER: Taunyasgoingtobethe |24 We've also talked about some cash to offset the
25 firstinline. 25 gap that you've presented to us. We might just have you
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1 go through that again so that we understand the current | 1 some over time unless we're into some economic, thing that
2 dtatus of your equity financing gap funding. That'sthe | 2 maybe movesit alittle bit the other way. We've
3 part weintend to fill. 3 accommodated tariffs that might be involved in that, but
4 So if you'd just briefly update us on whereyou | 4 $51 million.
5 are and your financing and budgeting and timing, then| | 5 Our equity and loans combined, we can reach a
6 can entertain amotion. 6 capacity of $43 million on the project leaving a gap of
7 Weéll, | can't. It'sdiscussion only. We can 7 around $8 million. And that's the gap we're talking about
8 agreeto then start our attorneys to advance your 8 and the gap we're finding and looking for.
9 documents. 9 If you're interested in projections and what
10 So, Brian, welcome to Tucson. 10 have you, our restaurants alone will generate | believe 10
11 MR. OBIE: Wdll, thank you, Fletcher. Andit's |11 to $12 million ayear. That'sfrom the experience that we
12 good to be with everybody again. We've been over two |12 have. And then with the additional retail that we've got,
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yearsin this process. And while you're appreciative of

our tenacity, we appreciate yoursaswell. And it'svery
interesting to hear the challenges and what's going onin

the retail world, to Tucson or in this geographic area,
which maybe we can speak to for a moment, because we have
alot of retail experience and we have about 80 retail

tenants and half are probably the food and beverage

business.

And it'sinteresting. We have not seen that
kind of dramatic change in our base. Our tenancy sales
are up last year over the prior year, but we -- it's
basically foot and beverage. Food and beverage isworking
well at the high end, not the low end.
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at this point it would be speculative, but | think maybe 5
or so. That'ssmall retail. It could be more than that,
but | don't want to over speak aswell, so up in the 16,
17, 18,million dollar range annually probably in retail
sales plus the hospitality revenues.

But still perhaps more important than that and
the reason that you supported Moxie was bringing people
downtown. The Tucson area market is actually more than
just bringing -- just bringing travelers downtown. The
marketplace is there to bring people from around downtown
and frankly people that live downtown as away to shop and
do whatever it might be on agiven day.

We'reinto in this project creating sales that
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On theretail, the thing that | think maybe
insulated us alittle bit is the fact we've got local
tenants and purveyors of goods and they tend to rely --
their attention is not so much Amazon as an example
because of the unique products, et cetera, so a shifting
market.

We experienced a downturn shortly after the
election and the chaos that went on for about four months
and then things came back. And we had alittle bit of a
chaotic time and we do see in the hospitality business
people being very careful about their selection, et
cetera. They aretraveling. Our revenues, they're
basically flat on the hospitality side. That'salot
about chaos, it's alot about less Canadian travelers, et
cetera, but we're moving through that just fine.

And it's awfully interesting to me because what
were about in Tucson is creating activities, energy
downtown. | mean, that's why we're there. That's what we
want to do, that iswhat iswe do. That iswhy we feel
that our work is good work from a personal standpoint and
like what we're doing and why we would be in Tucson.

| don't have the numbers exactly in front of
me, | was not prepared to present those, but my memory's
still good enough that the total cost of the project was
north of around $51 million. That will probably move up
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goeswell beyond the traveler. The marketplace will

probably experience -- based on our experience here,

certainly 50 percent of its business will be from local --

local people. The other 50 percent perhaps from travelers
not just at our hotel but the other hotels as well.

So that's kind of where we arein an overview.

Irene, did | leave anything out or --

MS. ALLTUCKER: No, I think just understanding
thetimeline | think is good to know, that we've been in
this and spending money for the last two almost years of
work with designers and architects and studies. We will
then continue. Once these next approvals get through with
Rio Nuevo, we would then move into more refined design and
construction looking to break ground in 2028, so to kind
of give you atime of what that would look like.

CHAIRMAN McCUSKER: Let'swalk through that
from our side. So hopefully by the next meeting, we can
present you with adraft GPLET, government property lease
excise tax, document. That's the property side of the
equation. WEe'll present you with adraft EBA, economic
benefit agreement. If and when we agree to those, we
would have to vote on that in apublic session. That vote
is subject to a 60-day notice, so when we do a government
|lease to a private devel oper, we're obliged to post that
and allow other jurisdictions the opportunity to object.
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It's never happened to us, but it is procedural. Soif we
can get an agreement done and agreed upon in two weeks,
Tim would post that and we would bring it back to the
board 60 days later upon the lapse of that period and
finalize the lease and economic devel opment.

So once we agree, the only thing we wait for is
the period to lapse. And, again, it's never happened to
us, so | think we would al assume that you can move ahead
that quickly. And we may need some conversations about
how all that gets put together.

Tim, go ahead.

MS. ALLTUCKER: I think --

Sorry.

MR. MEDCOFF: Go ahead, Irene, and then I'll
jumpin.

MS. ALLTUCKER: I think part of that'stiming
issues then also when it's presented in front of the
county and that public notice aswell. So getting --

CHAIRMAN McCUSKER: The only thing we have to
do with the county isto agreeto their lease, not our
lease to you.

MS. ALLTUCKER: Okay.

CHAIRMAN McCUSK ER: sothe only people that
need to go back to the county is probably me and our
attorneys. We will be the county's tenant, you will be
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benefits more than the devel oper, so we may or may not
need an economic study here just depending on how much
retail space ison the ground floor versus the apartment
complexes, so | just have to double check that.

| think because thisis not a multi-family
residence, it's going to require that economic study, so
there's a 30-day delay related to that. Then we have to
provide al the information to our independent contractor
torunthat. So all of thiswould be contingent on that
study coming back showing that the public would benefit
more than the devel oper.

CHAIRMAN McCUSKER: ail right. Sowe're going
to engage our lawyers. We're not going to vote on
anything today. We will begin to publicize the documents
associated with this action. We do have to go back to the
county with our lease from Pima County. We will present
to the devel opers our sublease to you and our economic
benefit analysis to help address your gap.

AsTim said, al that gets evaluated by athird
party. Given that that's gravel, it's not going to be too
hard to demonstrate taxpayer benefit, so we don't see an
issue there. And then wefinally haveto post it. So
well -- hopefully we'll have something to you guysin two
weeks.

MR. OBIE: Very good.
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the subtenant, which they've already approved.

MS. ALLTUCKER: Okay.

CHAIRMAN MCcCUSKER: subject to them sesing the
final lease.

MR. OBIE: As, | understand it, they'll act as
the agency where we would go for our permits,
construction, et cetera. And we would -- Fletcher, |
would add to what we've said here on the timing, once we
have our development agreement with you and the city, et
cetera, we'll move ahead hopefully in April and begin
architectural engineering. That process doesn't seem like
it should, but it could probably take a year, then we move
to permits. Of course, who knows how long that takes.
But that's when we -- | would hope we might break ground
earlier than 2028 but mid 2027, perhaps somewherein
there.

CHAIRMAN McCUSKER: Right. Right. Before your
60th birthday.

MR. OBIE: Right on. Right on.

MR. MEDCOFF: Hetcher --

CHAIRMAN McCUSK ER: The county has agreed to
run the development services here, too, so --

MR. MEDCOFF: And the other document, Fletcher,
typically for residential properties, there doesn't need
to be an economic study done showing that the public
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MS. ALLTUCKER: Pretty exciting.

MR. OBIE: WEell all stay focused and keep
trying to move down the road on this for sure.

CHAI RM AN M CCUSK ER And Taunya can go straight
to you from the spa.

MR. OBIE: Right on. Right on.

CHAIRMAN MCcCUSKER: she'sour case study.

All right. Thank you. We'll bein touch.

Okay. Welcome Diner, aquick announcement.
Sloane McFarland, who's been the long-time devel oper of
that property, has sold hisinterest to his partners. Our
agreement requires Sloane to be involved, so basically
we're announcing publicly that we have to start over again
on that particular site. So you'll see them presenting to
us and well talk to the mayor and city council and
others. They do intend to reopen the Welcome Diner and
then probably back to the drawing board on the property to
the south and east.

Roadrunners, just real quickly, they asked to
extend their lease ayear. | think we're fine with that.
They may or may not eventually move to Reno, but their
attendance right now isreally very good. The price tag
for us on that would be basically $20,000 a month for one
year more than we originally approved. And thisis set up
as an action item, but we should probably put the two week
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delay inthisaswell, don't on think, Tim?

MR. MEDCOFF: Yes.

CHAIRMAN MCcCUSKER: aAndthenfinaly, Felix, we
saved the best for last, and we appreciate your patience.

If you're not abagel lover, you're going to
hear a great story, because this team of pizza makers --

| think it was Pizza Luna, right, where you
guys started?

MR. RIPPEL: Yeah.

CHAIRMAN McCUSKER: -- started experimenting
with bagels baked in the pizza oven, not the traditional
bagel. Well, they're out of the pizza business and doing
quite well in the bagel business, so they have an
opportunity to move a new store downtown. So we'rereally
excited. 1I'm very excited because it's down the street
from my house.

So, Felix, introduce yourself and your team.

We've helped him build his presentation.

MR. RIPPEL: Yeah. Hi, everyone. I'm Felix
Rippel. | amin Portland, Oregon. And I've got Rebecca
Groff with me aswell as Kyle Lauer. They are kind of the
heart and soul of Bubbe's. Y ou know, it was alot their
idea and they have taken this thing and run with it. And
they have proven to be such adept operators and creative,
big hearted people from Tucson that -- you know, | thought
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Kristin, we have them, right, so you might --

MS. SAAD: Yeah, | do.

MR. RIPPEL: Okay. So --

CHAI RMAN M CCUSK ER You've got them if you just
want to expand.

MR. RIPPEL: All right. Therewego. How's
that look?

CHAIRMAN McCUSKER: That's perfect.

MR. RIPPEL: All right. Sothisisjusta
quick, quick mockup. The one thing about this building is
that it is getting the entire fasciaredone. | have not
seen exact renderings of what it's going to look like when
we're finished, but we just wanted you to at |east see it
with our sign up there.

A little bit about Bubbe's. Y ou know, as
Fletcher kind of referred to, it started out just asa
little bit of ahabby. Y ou know, we were running Pizza
Lunavery successfully.

And, you know, the reason we were doing pizza
in Tucson is we've got ten locations up here in Portland,
Oregon, called Pizzicato and we've been up here for 38
years. It was started by Mark and Tracy Frankel, who are
my partnersin the business and, you know, we've had alot
of success here in Portland, kind of much loved,
multi-generational-type restaurant. We're kind of higher
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| was going to have to be alot more involved with them,
and over the past few years, now we're just friends that
talk once aweek and they are absolutely killing it there.

Before | get into any presentation, | just want
to say, wow, what a crazy thing you guys have going on
here with, you know, being able to kind of like grant
dreams. 'Y ou know, seeing that young woman get approved
was just -- like brought tearsto my eye. It'sreally
cool that there's such athing as Rio Nuevo and that it's
so massively impactful. It'sjust -- it'sacool thing.

Y ou know, I'm in Portland and, you know, we're
struggling with a depressed downtown as well and I'm just
sitting here going why can't we have a Rio Portland, like,
oh, wow. It'sreally cool what you guys have put together
and how you do it is so unique.

It's abummer to hear about the economic woes,
but | think with all the brainsin thisroom, you all will
figureit out. That goeswithout saying.

So | don't know. Where do we start? | can
show you --

CHAIRMAN McCUSKER: Youshould beableto run
your slides, so --

MR. RIPPEL: Okay. Let'sseeif | canfigure
that out.

CHAIRMAN McCUSKER: If you can't, | think
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end, definitely alittle bit higher on the cost of things,
but they really struck, you know, gold by doing a high end
gourmet pizza 38 years ago when that wasn't really
necessarily athing.

Long story short, they buy ahousein Tucson
becauseit's lovely, that's what we all want to do, and
ended up down there and couldn't get the pizza out of
their -- you know, they're kind of like serial
entrepreneurs as | say. Everywhere they go they need to
start something, started pizzawhen it was great.

Y ou know, COVID hit and, you know, that created
its own set of challenges. And during that time, Kyle was
employed there, so, Kyle, | want you to pick up real quick
and just give a quick rundown of what happened at that
point.

MR. LAUER: Yeah, absolutely.

So | had started working at Pizza L una around
2018 as | was attending university. And around COVID
time, | had started dating Rebecca, who's my fiancee
currently but also half of Bubbe's aswell, and we had
just started to kind of, you know, talk about the idea of,
hey, Tucson does not have any locally-owned bagel shops,
really the only -- the only person in town was Bruegger's
at that time, and so it kind of started out as a pet
project to go along with Pizza Luna, quickly just
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ballooned into a very successful business that me and
Rebeccado run.

MR. RIPPEL : Awesome. Yeah, and we started out
with one small location. We took over -- well, we aready
had it. Wetook the prep side of Pizza Luna and said why
don't we just open abagel bakery here and see what
happens. Before you knew it, it took off. We opened a
store on Jostler two years after that, and now we're
looking to expand onto Broadway.

Y ou know, we -- bagels are like pizzain the
sense that they're alittle bit recession proof. I'll say
that. Our year on year sales growth has been exponential.
It's not been -- you know, |'ve been in food and beverage
my whole life and |'ve never seen growth like we've seen
at these two locations. Y ou know, we're talking low 30
percent year on year growth.

And the other thing that was really surprising
to usis, you know, we went into it going thisis going to
be a seasonal business, it's Tucson, you know, it's going
to dry up, and we saw alittle bit of that the first year,
but since then it has aimost flattened out. And the
reason that's so kind of heart warming to usisit means
that, you know, we're a part of that community now, we're
apart of people's daily routine, and that was just anice
little surprise that we got.
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It'sbasically abig, long shotgun as you can
see. One of the differences about this location is that
it's actually going to have more seating than either of
the others have. And we're really looking forward to
that. We've had -- you know, from the other two stores
that is one of the asks that we've gotten from our
customers, isthey just really -- you know, it'safun,
inviting, happy place and can you provide more space for
usto hanginit.

The Wilmot store has quite a bit of outdoor
seating. The Jostler store has a nice patio as well, but
it would be nice to have indoor as well as outdoor, so we
fedl like we've accomplished that here. We're not going
to have much outdoor just because of the layout of the
complex there, but we are adding more indoor than we've
ever had.

| did that thing because Fletcher told meto.
There's no furniture, fixtures, equipment in any of our
builds, so | think that was the right thing to do. We've
got Tl costs at 257,050.

Y ou know, one of the things that we've done,
too, is| wanted this community oriented rather than trend
oriented. You know, we fed like, you know, bagelsare a
stable of people'slives. They're abreakfast food. It's
at such a price point that it's not a big dining decision,
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I've got -- al right. Some of thisis by
rote. I'm sure you guys have seen this. Y ou know, one of
the things that we'd like to do isreally be in Tucson
with enough of afootprint without oversaturating and, you
know, we want to be there long term. And that's one of
the reasons we have ten-year leases at all of our
locations with options after that. So that's been a
practice we've had in our pizza business up here and it
served us. It'sjust, you know, really get there, grow
roots, be areflection of that particular neighborhood,
you know, gain that kind of loyalty through time and just
be in there through the good and the bad. That's kind of
what we're seeing here.

| didn't do all the fancy math and say exactly
what we think we're going to be earning for you, but |
know there's much smarter heads in that room that will
figure that out.

Thisisjust some examples. We don't have
renderings of the new store yet, but thisis, you know,
just some pictures of the existing stores we have now so
you can kind of get the fedl. It'svery clean, it'skind
of quirky, you know, penny tile and bright colors and, you
know, just -- thereisamirth in our storesthat is one
of the best aspects of it. People comein, it'sjoyful
and it's happy.
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it'snot a big -- you know, you're not making a choiceto
go get abagel. It'skind of likeit's on the way, it's
easy. You're going to be greeted by happy, shiny people
that are, you know, enjoying what they're doing. And that
was -- you know, that's just one of the ancillary benefits
of beinginthis.

Now, it costs quite a bit to do bagels, at
least initially, because of -- even though we started out
in pizza ovens, we are using actual bagel ovens now. And
if you have not seen one, they are sizable. It'slikea
small tank that you have to have built in your location,
which is -- you know, there's a significant cost to that,
so -- but kind of, you know, some costs. Onceit's laid
out there, it is a pretty fun and easy operation to run.

Y ou know, the prior operating experience,
that's just -- we've been in this business -- I've been in
food and beverage my whole life. I've been with Pizzacato
up herein Portland for 19 years as CEO. | have been, you
know, with Bubbe's since its inception, so we've got alot
of years of experience that have -- you know, and we think
of Bubbe's asit was a consolidation of al the things
that have worked for us in other aspects of our business
that we've done, because we've opened a bakery concept
here in Portland, we've had a couple stand-alone
restaurants and we've kind of learned the gamut and we
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said, what works best. Well, this model works best.
Well, that's how we designed Bubbe's and we're seeing that
happen. It'skind of sleek, fun and, you know, the sales
are showing that it's just caught on like wildfire.

So what we've got isaten year, as| said,
with annual escalations as well as extensions. We did get
exclusivity there, so that protects us there, and we are
planning on being around for the long haul.

We've got everything we need asfar as -- we're
ready to go. | mean, every -- we have deposits down on
equipment, we've got all our permitting, we've had
everything submitted to county, city, we've got our budget
and we are --

We don't take possession until September 1st,
but we are doing absolutely everything we can leading up
to that, so there's going to be nothing left, no waiting
beyond build-out and final approval and COI, and then
we're off to the races.

Three-year forecast. So | put in conservative.
It isconservative. | didn't -- | didn't want to blow
smoke and | just wanted to be honest. Thisiswhat we're
looking at. Thisis probably not aworst case, but I'd
say it'samedium to low case scenario for usasfar as
sales go, small footprint. It'sa pretty small average
check-type business, but the volume is bonkers.
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know, it's been along process on the lease. And weve
had alease signed for awhile, but we still have quite a
few months before we can get going and we are chomping at
the bit.

So we're requesting assistance in the amount of
112.5. It'salittle bit less than half, because | wanted
a solid number and not some weird broken up number.

And, Fletcher, thank you for reviewing what |
had sent and catching that HVAC thing. That was very
helpful. | appreciate that.

Asfar asfunding goes, we're self-funding. We
have -- we have plenty of capital. Mark, Tracy and | are
equal partners up here in Pizzicato aswell asin Bubbe's.
And even though they're separate EINS, you know, it's all
kind of the same people involved with the same amount of
financial backing. And we have not taken out aloan for
growth since prior to 2000, so that's always been a part
of our model. We kind of wait and build up the coffers
until we can really just do something for cash. It just
makes it easier for us and we were never in -- didn't want
to be sitting under some crazy debt number, so we treated
thisthe same. And, you know, the businessitself will be
providing some, and then the owners will provide the
remainder of that.

MR. MARQUEZ: So, Felix, if you don't mind me
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We think that we're located strategically in a
way that there's not going to be any cannibalization from
existing stores. We were really smart and waited along
time to want to do this third store for us. Part of us
was like -- after the first two, we were like, okay, we're
athing, everyone loves us here and we love doing this,
let's build three of them, and then we had a-- kind of a
look inside and said let's do thisright, let'sdo it Slow
and steady and let's be really thoughtful and make sure
that we're making really good choices that align with what
our, you know, growth ethosis, which is, you know, you
don't just go in and oversaturate, and then you end up
having to close one or two of those stores down the road.
That's not the way to do this. Y ou know, we've kind of
let it come organically.

And we actually weren't actively looking for a
space when we were contacted about this space, which
aways fee kismetic and serendipitous. Y ou know, Mark and
Tracy and | flew down there separately and just fell in
love with the spot and it just felt realy natural and
great and loved what's been going on down there with the
revitalizationin general. It just seemed like areally
natural fit, so we're -- you know, we'rereally -- we're
really excited.

The hardest part has been waiting, because, you
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jumping in, let me just kind of jump into the business
side of it.

So beyond Fletcher catching the HVAC, our
attorney caught that there's $60,000 of the TI coming in
from your landlord. We typically subtract that from the
deal because that's not skin in the game from the tenant,
so0 257 minus the 60,000 is 197,000, divided by two, that
being a 98,500-dollar ask, so just take $30,000 off that
roughly.

So being self-funded, | mean you obviously have
been in this meeting, you've heard all the things that
we've talked about financially. You guys have the money
to complete this deal where we could look at thisas a
rebate. Based on the numbers and projections you just put
up there, | think about three years for you to get this
money back, but ideally for usyou'd help usif you did a
rebate.

MR. RIPPEL: Yeah, | know that came up. |
spoke with the other partners about it and they are of the
mind that we would really prefer to do the self-funding.
We have the money earmarked and ready. It'sall ready to
go out the door. And, you know, we're not going to say no
to anything, but we'd really prefer that it did not go the
rebate route.

MR. MARQUEZ: But youre self-funding, you guys
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have the funds?

MR. RIPPEL: Yes, 100 percent. And, you know,
there's contingencies above and beyond that as well.

MR. MARQUEZ: Awesome.

MR. RIPPEL: Likel said, we'rekind of -- you
know, even though we're two different companies, thereis
kind of a parent company that's been around forever and
has had a large amount of success and, you know, we've
always stayed closely held and it'sjust us three. And
we've done that so we have the financial freedom to do
stuff like this.

CHAIRMAN McCUSKER: pid you agree with his
math, Felix, given the landlord --

MR. RIPPEL: Yeah. | mean, | -- of course, |
want to double-check that myself, not that | disagree with
it at all, but that's just something I'd like to do.

MR. MARQUEZ: Awesome. Well, if no one else
has a comment, I'll start the conversation anyway. | move
we --

CHAIRMAN McCUSK ER: Thisisadiscussion item.

MR. MARQUEZ: Oh, that'sright. That'sright,
You'reright. Thank you.

CHAIRMAN M cCUSKER: wevefleshed out the
issues.

MR. RIPPEL: What else can | tell you about it?
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thisisimportant to the Sunshine Mile. All the things
that Felix described really fitsin with what we're doing
there with the new bakery and the bookstore Stacks. You
know, it'sal -- Corky, it's very Portlandesque. | think
it helps enliven the neighborhood.

Well try and figure out the economics. We may
have a couple of counterproposals for you, but we'll work
on this diligently between now and the next meeting.

MR. SHEAFE: What was the location that you're
open at?

MR. RIPPEL: Currently?

MR. SHEAFE: Yeah.

MR. RIPPEL: There'sone on --

WEell, you tell him. You know exactly where it
is.

MR. LAUER: So our original location is Wilmot
and Speedway right next to Trader Joe'sin that parking
lot if you're familiar, and then our Jostler Village one
is River and Campbell.

CHAIRMAN McCUSK ER: wilmot'sright next to
Kazoku Sushi, Chris.

MR. SHEAFE: All right.

MR. RIPPEL: I think -- not to toot on the
horn, but | do want to point out that there has been
national recognition of Kyle and Becca's recipes and work
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CHAIRMAN McCUSKER: and, Kyle, you guys are
local, right, you and --

MR. LAUER: Yeah, we both livein town. We're
in the Paloverde neighborhood, so just up the road from
there.

MS. GROFF: And | also wanted to --

CHAIRMAN McCUSKER: You're breaking up,
probably because you're on your cell. Try again, Rebecca.

MR. MEDCOFF: Or try turning off --

| guess you can't turn off the camera. Never
mind.

MS. GROFF: Okay. Isthat better?

CHAIRMAN McCUSKER: Yes.

MS. GROFF: Excellent. | just wanted to also
jumpin. Kyleand | are both in Tucson. We are both --
we both attended the University of Arizonaand I'm also
born and raised, and so it like feelsreally, | mean,
amazing to add to the Tucson community. And that's what |
wanted Bubbe'sto be. We have the very gracious backing
of Felix, Mark and Tracy Frankel, and so we're very
appreciative of that. And Kyle and I, you know, one day
want to make this something of our own. | just wanted to
jump in and say that as well.

CHAI RM AN M CCUSK ER | would encourage everybody
in the next two weeks to go buy a bagel and you'll see why
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on bagels, which they're probably too humble to bring up,
so I'll bethe oneto doit. But that'skind of abig
deal for us. You know, Tucson is on the map as a bagel
destination, you know, and you've got the entirety of the
east coast, especialy in the northeast, that's been doing
it for millennia.

And | couldn't be more proud of those two, |
mean, so creative. You know, you're kind of students of
the art of bagel baking and, man, you're creative and it's
been really impressive to sit back and watch and I'm just
glad I'm part of it.

CHAI RM AN M CCUSK ER Y ou know, we have alocal
(inaudible) that just got a beer award. Michelin isnow
in Tucson. | don't know if anybody's tracking that, but
we actually now have Michelin-éligible restaurants, so we
have great hopes for you guys.

Okay. WEll beintouch. Seeyouintwo
weeks.

MR. RIPPEL: Sounds great.

MR. LAUER: Thank you so much.

MS. GROFF: Thank you so much.

CHAIRMAN McCUSKER: okay. sot think we ended
up moving everything to the next meeting, so that's
definitely future agenda. We'll try and get some homework
done on the budget.

Fink & Associates

(21) Pages 81 - 84



Rio Nuevo
Board Meeting

1/27/26
January 27, 2026

©O© 0N O A~ WDNPRP

NNNNNNRERRERRRER R B B
ORWNREPROOO®O®NOOUMWNLEO

Page 85

MR. SHEAFE: I've got aquestion.

CHAIRMAN McCUSKER: Go ahead.

MR. SHEAFE: On the Obie, if we put together an
outline, which let's say we can get that done in two
weeks, do you think it might be useful to have a special
meeting for that one project so that we can actually get
the 60-day timing process underway having already gone to
the board and reached unanimous agreement as to what the
structure's going to be?

CHAIRMAN McCUSKER: sol need the county to
give metheir lease, and | was hopeful to have it today,
so | don't think we can do anything with the subtenant
until we have the master lease. Y ou know, if the county
can move aong, | think we can move along. | think, you
know, we just need to make a presentation to them on what
the economics would look like and we've described to them
now the two things we have to wait for. But | don't know
that | can do that until we have awritten agreement.

MR. SHEAFE: Well, let me ask it adifferent
way then. | did have atalk with Jan yesterday and she
said that they're, you know, going to get it to you
momentarily, so whatever that means. But once we get it,
it shouldn't take us very long to go through and
understand what we want to take to our board.

CHAIRMAN McCUSKER: so there'sacouple of
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specia meeting just to approve the -- we could do both.
We could approve the county lease and approve the
sublease.

MR. SHEAFE: Well, what I'm thinking, and |
hadn't thought it through as well as you just explained
it, but | think we have a pretty good handle on what the
deal structure's going to be going to Obie on the
assumptions of what we decided for the county lease.

And, by the way, in asking this question, that
little strip that the city owns, which was the alley,
that's gone away as an issue; isthat correct?

CHAIRMAN McCUSKER: it'sbeen deeded to the
county, so --

MR. SHEAFE: Soit's part of the county lease,
so now what we need to do is, once we confirm what the
county lease is, we can come up with the structure for our
sublease, go to our board, get our board to approve that
and then finalize it with Obie. And if thereis
adjustments, go back and get re-approval from our board on
any adjustments that have been made.

CHAIRMAN McCUSKER: The county document is
really independent of Obie except that the county approved
our subtenant. That whole process is ongoing between the
county attorney and Mr. Collins. And Tim has awaiver to
help usfinalize that document. That's the only thing
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processes here. We have notified the county of our intent
to exercise our option for the lease option. That
required the county to approve the operator, which we did
last Tuesday in a unanimous vote with the motion made by
Chair Allen, so the county has approved Obie as the
operator.

What follows that is the lease -- the final
lease between Rio Nuevo and Pima County asto that parcel.
And, as you mentioned, it is on very nice terms that
they've agreed to, which enables usto provide the
incentives we need for Obie.

So that's happening between Rio Nuevo and the
county. It really doesn't involve Obie. We haveto
generate a sublease to Obie Properties or whatever entity
they're going to use here and get that documented in front
of them, which | do expect there will be some back and
forth on that.

Once they've agreed to those terms, which would
include the economic benefit, then that has to come back
to the Rio Nuevo board to be voted on. So they may not be
ableto occur simultaneously. Job onel think isto get
the county |ease done and approved by this board, and
then, you know, do the sublease with Obie.

If there'saway to move it along quicker, |
think you'reright. | mean, we could certainly call a
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that will survive between us and Pima County, and then we
make our deal with Obie.

MR. SHEAFE: Okay.

CHAIRMAN McCUSKER: The county may or may not
mention Obie is approved. | mean, that was apublic
process. It was, you know, a5-0 vote.

| don't know, Mark and Tim, if we have to
identify Obie as the subtenant, because, you know, it's
between Rio Nuevo and Pima County. They've approved --
you might just have to mention they've approved the
subtenant.

MR. COLLINS: That may be all we need, Mr.
Chairman.

MR. MEDCOFF: Agreed.

CHAIRMAN McCUSKER: All right. And handlea
lot of unfinished business, | guess. We'll do some work
on the budget. We need to, | think, regroup on the
executive director position. That could be -- that wasto
be in the next meeting aswell. There'salot of stuff in
the first meeting in February.

MR. POSTER: Thisis Corky. | listened to or
read some of the material from your presentation to the
board of supervisors and read some of the comments from
Andres Cano about affordable housing, which got me to look
back at our goal number four in our master plan, increase
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housing opportunities in the Rio Nuevo district serving
al levels of income. And it occurred to me that our
board could use some education on sort of the finer points
of affordable housing, particularly where the leverage
pointsare. | know we'vetalked alittle bit about
housing being very expensive or getting parcels, but it's
my experience that there's alot of leverage in affordable
housing in the gap funding areas. And | would liketo
propose in our next meeting that we get a presentation by
agroup of three people. And I'm suggesting an affordable
housing devel oper, someone from the housing community
development department of the city and a genera
contractor that does alot of affordable housing
specifically to educate us on what small points we might
be able to have an influence on the development of
affordable housing in our district. So I'd liketo add
that as an agendaitem to our next meeting with your
approval.

CHAIRMAN McCUSKER: The challenge we have iswe
don't own any land, so part and parcel to us participating
has to be some jurisdiction that owns the land or some
private developer that owns the land has to partner with
us. Soif part of that presentation --

Now, we have approached the IDA, but it's not
been fruitful. The county has indicated they would like
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to participate with us on maybe some site selection.
There are a couple of county parcels. So the biggest
challenge is not the mechanics of affordable housing but
acquiring the parcel itself, so --

MR. POSTER: Wéll, I'm proposing purely an
educational presentation.

CHAIRMAN McCUSKER: i there's someone in there
that could help us identify opportunities to acquire or
partner in land. That's been our biggest challenge, isto
find someone willing to --

MR. POSTER: Well, these are the smartest
people | know about, and so --

CHAIRMAN MCcCUSKER: veah, letsdothat. Maybe
not the next -- maybe not the next meeting, but maybe the
oneright after that.

MR. POSTER: Okay. Sureenough. That'sfine.
| just wanted to get if on our agenda.

CHAIRMAN M CCUSK ER: Anything else for the good
of mankind?

(No oral response)

CHAIRMAN McCUSKER: Okay. Ill entertaina
motion to adjourn.

MR. SHEAFE: So moved.

CHAIRMAN McCUSKER: Second, please.

MR. LEVIN: Second.
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Mike seconded that. All in favor say aye.
(Motion made, seconded and passed unanimously).
CHAIRMAN McCUSK ER: Thank you, everybody.

(4:18 p.m.)
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