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The retail sector experiencing the second greatest amount of net surplus is building materials
and garden-related supplies — with sales exceeding typical resident demand by an estimated
$106 million per year. The sales surplus is primarily to the benefit of home centers, followed by
hardware stores and other building materials dealers. Some of this net inflow likely exemplifies
Fairbanks role as a logistics center supplying the vast hinterlands of Interior Alaska extending to
the North Slope.

Similarly, Fairbanks appears to serve a significant regional supply role with motor vehicles/parts
and with sporting goods — catering both to regular customers drawn regionally and visitors
internationally.

Sales Leakage. Partially offsetting these strong retail performers are number of so-called
brick and mortar retail categories that have a local physical presence but nonetheless
experience net sales leakage — led by what is termed food and beverage (i.e., grocery) retail
with net leakage out of the metro region estimated at $104 million annually. This is a
remarkable level of resident outflow for a retail store type that typically performs well
supplying day-to-day food needs.

Retail outflow is also noted for health and personal care (as with pharmacy), gasoline stations,
food serving and drinking places (i.e., dining), clothing and accessories — each with FNSB sales
leakage in the range of $30 to $70+ million per year. Lesser levels of sales leakage are noted for
electronics and appliance and furniture and home furnishings retail. With the possible
exceptions of grocery and fuel service retailing, these are store types that historically have had
a strong presence in downtown locations.

For a lesser populated metro region, the Fairbanks area actually has a relatively strong presence
of non-store retailers, selling via mail order and e-commerce — often without a readily visible
brick and mortar retail presence.

However, sales from locally based on-store retailers is more than offset by resident purchases
from non-store retailers, most of whom are located outside the local market area. Net sales
leakage is estimated at $122 million per year. As of 2024, an estimated 15.5% of resident
purchases are now made via mail order and e-commerce.

Comparison with Anchorage. Not surprisingly, as Alaska’s largest city and metro area,
retail sales for the Anchorage area are estimated at more than $9 billion annually, 4 times the
sales volume of the Fairbanks North Star metro area. Relative to area population and buying
incomes, both Fairbanks and Anchorage have remarkably high sales volume associated with
general merchandise stores — notably discounted oriented warehouse clubs and supercenters
selling across a wide range of merchandise categories.

Fairbanks experiences relatively stronger retail performance than Anchorage in categories
including motor vehicles, building materials, and sporting goods. Conversely, Fairbanks North
Star underperforms for retail store types including home furnishings, electronics/appliances,
grocery, personal care, apparel, and dining.
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Interior & North Slope Alaska

As the largest city for the entire interior and North Slope areas of Alaska, it would be tempting
but perhaps over-reaching to assume that Fairbanks retailers could do more to attract a
significant volume of business in from these outer reaches. As noted, the population of the
Interior-North Slope represents a 25% increase in potential market area population to that of
FNSB metro area alone.

Paucity of retail in these smaller communities means that annual sales leakage from this larger
region is more than twice that of FNSB alone — spread across most retail store types. However,
there are a few categories where Interior-North Slope serves its resident customers
comparatively well — better than FNSB alone. This appears to be the case for building materials,
gasoline and fuel services, and dining (eating and drinking).

There may be instances where Fairbanks retail and service businesses could better serve this
larger regional population than is currently happening — for example as a weekend getaway or
for extended stays with those coming to Fairbanks for natural resource related business
purposes. But this may be a stretch — as Prudhoe Bay is an approximately 500-mile (one-way)
road trip from Fairbanks and many parts of the trade are not even accessible by highway. For
the time being, little emphasis is placed on this long-term retail business capture opportunity.

City of Fairbanks Retail

We now focus on the business of downtown Fairbanks retail. Overall, retail and dining sales
from businesses located in the City of Fairbanks account for an estimated 42% of sales in the
Fairbanks North Star Borough (or metro) area. This market share is fairly consistent across all
store categories. The category with the highest market share is dining (comprising food service
and drinking places) at 52% of metro wide sales.

Much of Fairbanks’s retail activity is situated just north of downtown and the Chena River —
readily accessed by the Old Steese Highway and Johansen Expressway. Large format retailers
include Walmart, Costco, Home Depot, Lowe’s and Fred Meyer.

Downtown Retail Storefront Opportunity

With $208 million in annual sales, Downtown Fairbanks captures about one-quarter (24%) of
retail sales in Fairbanks and 10% of sales metro-wide. Downtown’s highest capture rates are
noted for electronics and appliances (at 58% of city-wide and 29% of metro-wide sales).

Other above average capture rates are noted for furniture and home furnishings,
miscellaneous specialty stores, sporting/hobby, dining, health/personal care and apparel.
Below average capture rates are noted for motor vehicles/parts, building materials/garden,
grocery, and general merchandise (notably big box) stores.

Store types experiencing above average rates of market capture are those that today typically
fare the best for downtowns across the U.S. This is even more the case for downtown Fairbanks
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specialty-oriented and smaller scale retail, as well as for and dining establishments which are
centrally located to serve Fairbanks area residents, downtown workforce and tourists.

Building up downtown’s

residential base and incomes Pedestrian-Scale Retail - for Downtown Vitality
will serve to further
strengthen core area retail
opportunities in the years
ahead. Of the retail uses that
reasonably could be
considered for the Polaris
site, securing a quality small-
scale specialty grocery on site
or immediately adjacent
would be most important to
residential and overall Source: FNSB Dowwntown Fairbanks 2040 Public Review Draft,
development feasibility — but September 5,2023.

perhaps also the most challenging.

Steps noted as instrumental to securing the best retail, dining and entertainment mix possible
include the following:

e Site Control is important to assure any anchor tenant (such as grocery) of project
viability and addressing tenant-specific design requirements. Part of these negotiations
should include opportunity for existing businesses on-site (as with LaVelle’s Taphouse
and the Elbow Room) to be accommodated as part of a full-site redevelopment.

e Targeted Marketing for retail and high-profile service businesses should be to those
oriented to serve a complementary mix of resident, nearby worker and tourism
customers.

e Parking Access ideally will be available not only on-street but immediately adjacent in
the city’s Golden Heart parking garage. If constructed, a weather protected crossing
should serve needs of shoppers — especially for a grocer — as well as for residents and
other on-site businesses.

e Development Costs and tenant configurations will need to provide special attention to
meeting requirements of anchor tenants — especially those of a grocery and/or
relocation of existing on-site businesses.

¢ Financing for ground-level retail-service businesses occupants and for the entire mixed-
use project can be expected to involve pre-leasing — especially of anchor tenant spaces.

e Amenities that could reinforce retail opportunity include marketing, events and
accessibility to nearby uses, for example, signature rooftop dining, event functions on
the rooftop of the Golden Heart parking garage, strengthened linkages to the
courthouse and Chena River trail system, and shop(s) focused on Alaska made goods.
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OFFICE SPACE

If retail dominated the downtown built environment of most cities through the 1950s, office
use came on the scene as retail decamped to larger footprint settings away from the historic
city center. More recently, modern telecommunications capability coupled with the COVID-19
pandemic and switch to at-home and remote work has brought into question the ability to fully
re-occupy existing office space. Prospects for new construction are even more questionable.

The rapid recent transition from low-cost development financing to a high interest rate
environment further dampens prospects for new construction — at least for the near term.
However, there are yet opportunities for downtown to serve as an attractive setting for large
employers as well as smaller but urban focused niche office work places.

Experience in cities large and small is that office tenants ranging from attorneys to corporate
users will step up to more contemporary and amenity-laden space — at top of market rents or
more). But proceed with caution!

Data Sources & Methodology

This assessment draws from the office-related portions of the employment and business
activities profiled earlier in this report. This is followed by review of current office space real
estate listing and sales activity from a recognized national source (in this case LoopNet).

Employment-Driven Demand

Current and potential sources of added demand for downtown office space can be divided into
two — maybe three — categories:

e Businesses and organizations that already have a large employment footprint in
downtown — primarily those already experiencing job growth but also special needs of
some who are not

e Smaller scale niche-oriented office space users who are growing and/or have a strong
demonstrated preference for a downtown business presence

e Possibly also crossover tenants that have the backing of large and financially strong
organizations but may take down smaller or hybrid spaces in a multi-user building

Each of these is considered, in turn.

Large Office Users. Taken together, education and health care providers together with
government have the most significant existing presence in downtown Fairbanks — accounting
for a figure approaching half of all downtown employment. Metro-wide, education/health
employment has been on the increase while government employment has been declining — at
federal, state and local agencies.

Discussions with these organizations would be important to determine existing or potential
future interest in being part of Polaris site redevelopment — whether as sole occupant (and
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potential structure owner) or as one tenant in a multi-tenant building (as for near term/interim
or specialized needs):

e Perhaps the most logical governmental entity to approach for possible expansion into
the Polaris site would be for overflow of existing adjoining Rabinowitz court functions.

e While existing hospital or clinic expansions might generally be considered as most
logical to stay on or in proximity to existing campus sites, it is conceivable that
expansion involving development of the Polaris site might be considered — perhaps with
specialized facilities (possibly including housing) to serve an expanding aging population.
More likely is that a smaller clinic or physicians’ practice might purchase or lease a
portion of a new Polaris site building.

Governmental and health-related facilities typically have capacity and often the willingness to
pay more for building space than other private sector employers. Either or both of these large
employers could benefit from parking available with the 377 space Golden Heart parking garage
immediately adjacent. While planning horizons leading to development may be longer, these
institutional entities also potentially bring funding resources to the table that may not be as
readily available with other private sector financed projects.

Niche Players. While representing a smaller share of the FNSB employment base, firms in
natural resources, information, financial services, professional and other consumer services all
show a pronounced proclivity for doing business from a downtown location. Average firm size
ranges from about 4-20 employees depending on the business sector considered.

Unfortunately, region-wide employment has been declining in recent years for each of these
sectors — with the exception of professional services. Nevertheless, attracting and growing
more of these types of firms may be important for overall diversification of the Fairbanks North
Star metro-wide economy. These sectors typically are also associated with higher wage jobs —
supporting downtown retail and often with an ability to pay higher end private sector rents.

While it is conceivable that some firms might entertain purchasing their share of space (asin a
condominium arrangement), more likely is that these space users would be tenants in a multi-
tenant building albeit involving early pre-leasing commitments where possible.

Crossover Tenants. Available data together with stakeholder input suggest the opportunity
to reach beyond normal market opportunities to consider crossover uses — that may involve
some mix of live-work — a hybrid product with a mix of office, housing and/or lodging functions.
Three specific applications are suggested for consideration:

e Courthouse-related temporary/extended stay. As one of four district court locations in
Alaska (Anchorage, Fairbanks, Juneau and Ketchikan), Fairbanks covers by far the largest
geographic area in the state. Attorneys, jurors, defendants may travel long distances for
uncertain multi-day periods. An en-suite lodging arrangement with shared services may
be useful for those who still need to conduct business while in Fairbanks.
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e Corporate Fairbanks live-work. Similar arrangements may be of value for natural
resource firms and public agencies posting employees on-site over a multi-day stay.

e Shared or co-work space. A more readily known model is the shared space and
incubator concept most popularized nationally by the controversial WeWork model but
also in many communities managed by an economic development or other non-profit
organization.

These crossover tenant opportunities are further elaborated in the next section focused on
lodging and event space. In any event, upfront equity funding likely would be required if some
portion of a new Polaris building were to be devoted to some form of crossover tenant use.

This initiative could be considered as part of an assertive economic development and
diversification program to jump start and facilitate increased population and employment
growth for Fairbanks and the FNSB metro region. If pursued, the space should be designed in a
manner that could be readily re-purposed to more conventional use in the event that tenant
demand proved inadequate to achieve a reasonable and financially sustainable occupancy level.

Market Comparables

Research of comparable commercial properties has been conducted in a manner similar to that
for residential use. A challenge is that the volume of transactions in the Fairbanks area is much
smaller than for residential properties. As much of the commercial (especially free-standing)
space in Fairbanks is designed to accommodate either retail or office use, this evaluation
encompasses both retail and office properties.

Consistent with information received from the set of comparables reviewed and stakeholder
interviews, it is possible to prepare a preliminary estimate of values as might be supported on
the Polaris site. As was noted with the residential analysis, at this stage estimates should be
viewed as preliminary and illustrative — to be refined if project work continues beyond Phase 1.

Polaris Site Commercial Space Prices Supported (Preliminary)

Per Sq Ft
Property Type er. 9
Estimate

Commercial Rental Space

Annual Rental Rate $30.00 Upper end for retail-office commercial
Less Vacancy 10% Assumes higher vacancy than housing
Gross Monthly Rent $27.00 Actual rental income received

Less Expense % of Income 10% Assmes triple net (NNN) lease

Net Operating Income $24.30 Ascalculated per year

Capitalization (Cap) Rate 8.00%  Assumes more risk profile than housing
Valuation $300 Max construction cost supported

Sources: LoopNet, as of May 2024.
Estimates are preliminary and illustrative, subject to revision.
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This preliminary analysis indicates that, based on current market rates, commercial retail
and/or office supports up to about $300 per square foot of development cost (including land,
construction and soft costs). This appears to be above the cost supported with rental residential
and below site and building costs supportable with for-sale residential development.

From the limited inventory of comparables identified by LoopNet, rental rates currently range
from about $20-540 per square foot per year (or $1.67-53.33 calculated as a monthly rate).
Assumed is that rents are triple net (NNN), meaning that tenants pay expenses — as for property
taxes, maintenance and insurance. Actual project cost may vary considerably depending on
type and quality of construction, and extent of tenant buildout provided by the owner.

In any event, achieving top of market rents is likely to be required for financial feasibility. As
one source has suggested, the rent required to offset construction costs could range up to
$5.00 per square foot monthly (or S60 when calculated on an annual basis) — essentially double
the amount indicated by the sample pro forma

Office Market Opportunity

Steps noted as instrumental to securing Polaris site development exclusively or partially for
commercial office use include the following:

e Site Control of the full block is likely essential to secure office use for a major downtown
employer. A smaller partial block project might be possible to focus on smaller, niche-
oriented office space users. especially if the middle portion of the block cannot be
secured as part of a unified project site.

e Targeted Marketing can be expected to be directed toward a large most likely existing
Fairbanks office-related employer and/or to locally connected smaller-scale niche users
including start-up enterprises — especially firms seeking to upgrade the quality and
prestige of their Fairbanks office presence.

e Parking Access should be expected to be available to the immediately adjacent Golden
Heart parking garage. A weather protected connection between the Polaris and the
parking garage is not as essential as for residential use (unless the office anchors are
willing to pay a pro rata share of this added cost).

e Development Costs and occupant configurations will need to provide special attention
to meeting requirements and support service needs of one or more anchor office users
with more flexible and likely lower cost space for smaller infill tenant spaces.

e Financing will need to be driven by pre-lease or purchase commitments from anchor
users and likely from at least a portion of smaller infill space (including ground level)
users. If developed, funding for crossover space may need to be partially or fully secured
from contributed or patient equity capital sources.

e Amenities reinforcing office appeal (for both large and small users) include commitment
to a significant ground level retail build-out. For multi-tenant office use, shared space
allocation might be made as for supportive conference or ancillary business services.
Most importantly, tenants will need to see value that supports above market rent rates.
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LODGING & EVENT SPACE

Historically and continuing today, lodging and event space often represents a significant
component of downtown economic activity. Downtown lodging including hotel, motel, and
(more recently) short-term rental properties serve a broad range of lodging needs and interests
— for business and governmental travelers, tourists, and guests of local families.

Downtown lodging establishments offer benefits of central access to visitor destinations
including shopping, cultural and historic attractions, plus access to business clientele. However,
downtown properties increasingly compete with other options for accommodations — notably
convenient airport and highway locations together with vacation-oriented resort properties
often oriented to non-urban sites.

Similarly, event venues as with conference/convention centers, performing arts and cultural
centers, and arenas/sport facilities often are located in downtown areas as a potential added
catalyst for re-investment and revitalization of the urban core. For the size of the city and
greater metro area, Fairbanks appears fortunate to have a substantial component of lodging
and event activity.

The question for this overview market assessment: Is there market opportunity to do more?

Because of the diversity of facilities potentially considered, this assessment should be
considered as offering preliminary observations based on information sources as are most
readily available. These diverse sources include property and industry-based web sites, the
research capabilities of the internationally-recognized firms such as STR (formerly Smith Travel
Research), the April 2019 Convention and Performing Arts Center (CPAC) Market Study:
Fairbanks, Alaska as conducted for Explore Fairbanks, and input from stakeholder interviews.

Lodging Overview

This assessment begins with a review of existing lodging located in downtown Fairbanks.
Currently , four hotels with a total of just over760 rooms represent the major share of
downtown lodging activity.

Downtown Hotel Lodging Inventory

Hotel Property _Rooms Notes |

Bridgewater Hotel by Wyndham 93 Renovated & overlooking Chena River
Clarion Hotel & Suites 128 Just off Highway 2 & Airport Way
SpringHill Suiltes by Marriott 140 Next to Chena River

Westmark Fairbanks Hotel 400 With 17,000 sq ft conference center

Sources: Property and industry-based web sites including
https://www.explorefairbanks.com/places-to-stay/ and https://www.hotwire.com/.
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The Westmark Fairbanks Hotel has the largest inventory of any hotel property identified in
downtown and the greater Fairbanks area. The Westmark also serves as a site hosting
conference center, banquet and related event activity.

Construction of these hotels dates from the mid-1950s to 2001 (with development of the
SpringHill Suites). There appears to have been little to no new construction for over 20 years
though property renovations have occurred more recently.

This inventory does not include an unknown number of properties (mostly residential) used as
short-term rentals (STRs) including B&Bs. Perhaps the best known is the Alaska Heritage House,
an 8-room B&B in a National Historic Register home.

While Fairbanks represents a prominent destination for visitors traveling beyond the Anchorage
metro area, attractions and associated lodging activity occurs across a vast expanse of locales.
And while older, smaller properties can be affected by seasonal or permanent closures, the
Fairbanks area accounts for roughly a quarter of this widely dispersed interior and coastal
lodging inventory.

Lodging Trends. Nationally, regionally and locally, the travel and lodging industry has now
largely recovered from the abrupt and substantial reduction in activity experienced during the
COVID pandemic. It was not uncommon for occupancies to drop by as much as one-third from
2019 to 2020. Average daily room rates also dropped during the pandemic but with recovery
now well exceeding overnight lodging rates experienced pre-pandemic.

Alaska destinations also experience considerable seasonal variations in lodging demand —
especially across less populated communities outside the Anchorage metro area. Peak
occupancies can range to 80%+ occur during the summer months of June, July and August.

Occupancies and average room rates may then drop by as much as half, most notably in
December and January of extremely short and cold winter days. However, other sources
including stakeholders for this market assessment indicate that winter occupancies have
improved and are above the average for lodging properties throughout Interior Alaska —
especially Fairbanks. Similarly, room rates for downtown hotels appear to be well above the
average for the industry regionally.

Downtown Lodging Opportunity. The 2019 CPAC study notes that:

Fairbanks is a unique and special community given its geographic location and its
proximity to many natural wonders. Its appeal as a destination has allowed the
community to develop in ways that other similarly situated communities would not be
able to do. A key example of this is the robust hotel supply that exists in Fairbanks,
largely due to the summer tourism season.®

While extraordinarily comprehensive, the CPAC study was completed just in advance of the
COVID pandemic unfolding in 2019. And while the manner and extent of industry changes has
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not been quantitatively updated, a key CPAC observation that likely remains valid today is to
focus on opportunities that “if leveraged, would help to extend and increase the number of

visitors to Fairbanks, diversify demand, and help fill existing hotel rooms in the shoulder and
off-peak season.”

Making the case for a significant lodging component with Polaris site redevelopment appears
premature at present. Tightly focused market and financial feasibility analysis would be
required — beyond the scope of this present multi-use market assessment. It would be
important for any new resulting lodging product to not directly compete but be experienced as
complementary to Fairbanks’ existing hotel and related lodging inventory.

However, it is conceivable that a niche product might be pursued as one element of a mixed-
use development for a portion of the upper-level floor space. Flexibility of use could prove
integral to market feasibility not just of the lodging component but also to the marketability of
other more traditional on-site retail, dining and office occupancies.

Possibly worth pursuing is a hybrid lodging product involving creation of multi-use units that
can be utilized on a demand-driven basis for premium full-service:

e Traditional overnight lodging
e Extended stay lodging
e Short-term rentals — as for vacationers or persons relocating to Fairbanks

e Corporate office/en-suite lodging — as home base for employees while on temporary
assignment in Fairbanks or across Interior Alaska

In larger metro areas both in the U.S. and globally, this represents a little known but
increasingly active market, characterized by the observation that:

... there are real estate developers who specifically target corporate purchasers by
building condominium units intended for use as temporary housing, office space, and
entertainment venues for traveling executives and support personnel. This type of real
estate development is increasingly common in major business hubs and cities with high
levels of corporate activity. These units are designed to cater to the unique needs of
corporations, providing flexible, high-quality living and working environments that can
be used for both short-term and long-term stays.’

Within a mixed-use structure, this hybrid lodging arrangement might be allocated, for example,
to one of the upper floors of a multi-level structure with retail at ground level and more
traditional office and/or residential units on the rest of the upper levels. This hybrid live-work-
entertain type of use could be further facilitated by and reinforce the potential for quality
dining at the ground level and/or top floor view level.
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Feasibility of a hybrid lodging facility might also be reinforced though not solely dependent on
inclusion of some form of event space with Polaris redevelopment — a subject to which this
discussion now turns.

Event Space

Despite the number and variety of event facilities in Fairbanks, the CPAC study concluded that
an additional facility could serve to “fill the void that the City is still currently experiencing from
a lack of event facilities, even though the market is ready to support one.” The report went on
to note that “from a competitive positioning standpoint, such development will improve
Fairbanks’ attractiveness to residents and potential visitors.”

The 2019 study focused on the potential for a convention center adjoined by a performing arts
center on a 2-block site including the subject Polaris redevelopment block. A unique feature of
the study was its identification of other “circumpolar” facilities in North America, Denmark,
Finland, Iceland, Norway, Sweden and Russia that have proven successful in attracting
customers despite operating in similarly extreme climates.

As is the case with most similar major publicly owned and operated arts and conference
centers, the CPAC study concluded that these two conjoined projects likely would require
substantial contributed funding for construction and would not likely generate enough user
revenue to fully pay on-going operating costs. An added concern is that the 2-block site
proposed was “not big enough” to readily accommodate the scale of development considered.

One issue suggesting caution for Fairbanks relates to the large number of existing purpose-built
meeting and arts facilities and the challenge to accommodate diverse interests with a larger
multi-user facility. Another issue relates to a need for strong corporate and private sponsorship
for project viability but with the note that the “Fairbanks market is fairly weak in this area.”

While a large-scale convention and performing arts center has been deferred due to challenged
feasibility, some form of smaller scale, purpose-built event space might still warrant
consideration with Polaris site redevelopment — to the extent that such facility could enhance
and be enhanced by the other on-site uses. Examples of such facilities might include

e Meeting and/or banquet space for small event needs of other on-site building occupants
e Art gallery featuring local exhibitors

e Shop featuring local artisans

Market Opportunity for Event Space
Steps noted as important to securing Polaris site development partially for lodging and/or event

use include the following:

e Site Control is expected to be determined primarily by the predominant residential or
office use of a new Polaris structure.
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e Targeted Marketing will be directed to needs of on-site users and as complementary to
rather than directly competitive with other lodging and event spaces in downtown
Fairbanks.

e Parking Access ideally can be provided in a manner that complements needs of other
building occupants but ideally with some level of weather protected crossing to the
garage especially if on-site lodging is included with the project.

e Development Costs should be aimed to create cost-effective functional space in support
of primary building occupant requirements.

¢ Financing for lodging and event space likely will need to be covered by commitments
from other building users, operators of this carve-out event space component and/ or
outside contributed sources.

e Amenities that will support limited lodging/event functions of the new Polaris structure
include convenient access/wayfinding to related building functions including ground
level retail space plus addressing specific event needs of major building occupants.

MIXED-USE

Four different types of building use have been identified and evaluated on a preliminary basis
for redevelopment on the Polaris site — residential, retail, office, and lodging/event space. A
fifth use (or set of uses) that deserves added attention is mixed-use.

What Mixed-Use of the Polaris Site Involves

This fifth use (or set of uses) that deserves added attention is the concept of mixed-use. For
purposes of this analysis, mixed-use is assumed to involve at least three of the above listed
distinct uses -- residential, retail, office, and lodging/event space. In effect, mixed-use for the
Polaris site is assumed to involve:

e Predominance of retail, dining and related customer service occupancies on the ground
floor of the redevelopment site — possibly also fine dining/club on the top floor.

e Office space, hybrid cross-over corporate office and/or lodging/event space on one or
more of the upper floors.

e 2+ levels of residential space also on the upper floors — leaving the question of which
use gets top floor position open for further consideration.

The Pivotal Role of Public Parking

Yet another use, a sixth use — parking — is pivotal for a financially viable and sustainable Polaris
site redevelopment. Some or all of the parking needed to serve building uses might be provided
on-site. This is typically most important for some potential ground floor retail uses, especially
the case if a grocery were to locate on the ground floor.

Developing surface parking on-site will reduce the total amount of building area that can be
developed. An optional approach would be to construct below grade parking on the Polaris site.
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However, even if technically feasible, below grade parking would be costly, making it yet more
challenging to develop a mixed-use project that can prove to be financially feasible.

Consequently, it is currently assumed that parking as needed to support the Polaris site can be
provided primarily if not exclusively by the neighboring publicly owned Golden Heart public
parking garage — unless found to be not feasible. Also assumed is that a convenient, attractive
access across 2"? Avenue to from the redeveloped Polaris site to the garage can be provided.

A Mixed-Use Building Concept

Potential components or a mixed-use scenario as might be considered for a full-block
development are illustrated by the following (very preliminary) massing diagram.

ANAN

River Views

Floors 4-6:

lllustrative Redevelopment
Site Massing Diagram

4th-5th Floor Residential
6th Floor Flexible
Residential-
Office-Dining
(half block
coverage)

Potential Rooftop Terrace
Second Avenue

Floors 1-3:
Ground Floor Retail/Dining
2nd Floor Office
Optional 3rd Floor Flexible Hybrid
Live-Work-Lodging-Event Space
(full block coverage)

Lacey
Street

Source: E. D. Hovee. Illustrated is a 6-story mixed-use building depicting potential uses of
the full block bounded by First and Second Avenues, Lacey and Noble Streets.

Site would comprise approximately 150,000 square feet of building area with about 90-100,000 square feet on
three lower floors and 50-60,000 square feet on three upper floors. This scheme assumes that parking for building
uses occurs primarily at the Golden Heart parking garage on the south side of Second Avenue.

This massing diagram is preliminary, not to scale and does not propose any specific design concept.

As illustrated, this hypothetical site concept assumes a full-block development coupled with a
mid-rise building, less out of scale with the skyline as arguably has been the case with the
former Polaris building. If full-block site assembly proves to be not possible, a similar massing

City of Fairbanks ¢ Polaris Site Redevelopment — Phase 1 Market Assessment (Review Draft) ¢ Page 43



approach could be scaled back to cover either or both of the west- and east-side portions of the
block that the City of Fairbanks currently owns.

Alternatively, a higher building could be constructed to compensate for the net reduction in
building area without availability of the mid-block area. If developed to an approximately 15
story height (exceeding the height of the former Polaris building), the new Polaris could qualify
for bragging rights and associated branding as the “tallest building at the top of the world.”*

Unless there is substantial pre-leasing and condo reservations, a partial block development may
offer a lower risk project with less space to absorb at one time. However, this advantage may
be offset by reduced efficiency of space utilization together with associated higher per square
foot construction cost and site disruption associated with smaller, sequentially developed sites.

Of the uses considered, residential offers the greatest certainty for some positive level of
prospective demand. The question is: how much and at what price point? Assuming a minimum
of two floors of units of varied sizes (ranging from 900 square feet for working professionals up
to perhaps 1,350+ square feet for well-established older residents), these two floors might be
developed for about 30 condo units — with a mix of large and smaller unit sizes. If penthouse or
other condos were included with a 6! floor, the total unit count could be further increased.

Due to reduced depth of space for residential as compared with office space, the upper floors
would be developed over only about half of the site’s ground level footprint. Office use is
generally better adapted to utilize space with greater depths (i.e., larger building floor plates).
Depth of market demand is questionable due to declining office related employment across the
FNSB and to long-term uncertainties about work from home versus from office. However, this
may be offset by opportunities for major natural resource firms, Alaska native regional
corporations, university, military and other governmental organizations to participate in a
robust economic development initiative for downtown and the greater Fairbanks region.

While the ground floor is targeted for retail/dining uses, market demand is also highly
uncertain. There is unmet demand regionally as residents make extensive use of e-shopping
and travel to distant metro areas. Recapture of some portion of this leakage together with
strong appeal to tourism trade may prove essential to fully populate ground floor frontage.

Fortunately, ground floor space is also conducive to use for office, service business and/or
event space occupancy. In the event that sufficient commercial tenants cannot be secured, the
ground floor footprint could be downsized to about half-block — similar to that of the upper
floor residential spaces. However, this would also mean a reduction in active street frontage.

Floors 3 and 6 of this hypothetical mixed-use project involve the most speculative uses — also
creating the most sizzle — heightening attractiveness of the other on-site uses. A cross-over
lodging-office or corporate condo product offers the most innovative use for the site, making
Fairbanks a more attractive destination for corporate and high value tourist extended stay
business. However, this use also involves the most risk — likely not feasible unless demand is
demonstrated with strong pre-lease and/or office condo sales in advance of construction.
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Similarly, the return of a top floor restaurant could create the signature effect for this site as
previously demonstrated by the Tiki Cove at the top of the Polaris building. If a credit tenant is
not secured, the space could be developed out for added residential — perhaps including one or
two penthouse units. Absent demonstration of advance demand prior to construction, a
building of one or two fewer floors should be strongly considered.

Access to the public parking garage needs to be convenient, attractive and weather-protected.
Skywalk and perhaps below grade connections should be considered along with heating or
greater weather protection for longer term committed uses of the garage. While downtown has
a relatively high water table, the former Polaris had a basement level. The nearby Northward
building has below-grade parking with water seepage issues managed by pumping.

Mixed-Use Market Opportunity

As with the other single use options considered, this assessment includes identification of steps
of pivotal importance to securing Polaris site development as a true first-of- its-kind mixed-use
development for downtown Fairbanks — as described by the following:

e Site Control of the entire block for a single new building likely will be essential to assure
an efficient and cost-effective floor-by-floor layout.

e Targeted Marketing can be directed to solicit and select a development team together
with prospective anchor tenants with the financial capacity and experience to construct
and operate a mixed-use, mixed tenure structure (i.e., likely part rental, part condo).

e Parking Access for all building uses ideally will be provided primarily on a convenient
and customized basis in the Golden Heart garage, albeit with convenient, weather
protected street crossing access together with potential drop-off, loading zone and very
short-term on-street parking access at the new Polaris building’s edge.

e Development Costs should be aimed to create cost-effective functional space in support
of each use and occupancy type — albeit with the prospect that housing and/or office
occupants may also be considered to provide some financial support for other on-site
ancillary and supporting uses.

e Financing may involve either single or multiple debt/equity partners layered to meet the
tenancy needs and capacities of each occupant/use category together with incentives as
contributed capital — as might be needed to address potential gaps in private financing.

e Amenities of potential importance may include secured access for each occupancy use,
especially as between private and public use spaces including opportunity for some
form of valet/concierge service.

Bottom-line, while the focus is on redevelopment of part or all of the former Polaris building
site, the opportunity presented should be considered also from a multi-block system-wide
perspective. In the words of one stakeholder, the new Polaris offers potential for renewed
appeal to “townies” extending beyond this block to also encourage renewed investment
interest for currently underutilized surrounding blocks as well.
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V. STRATEGIC OPTIONS

Drawing from the multiple perspectives of market demographics, employment opportunities,
stakeholder interviews and real estate conditions, it is now possible to move toward conclusion
of this Phase 1 market assessment. Key considerations involve a preliminary outline of
alternative development scenarios followed by associatedrecommendations for a preferred
development scenario, concluding with next steps for potential Phase 2/3 work scopes in
support of the preferred development scenario.

DEVELOPMENT SCENARIOS

Three development scenarios are outlined for consideration. Each scenario includes a brief
evaluation in terms of respective advantages and disadvantages (or pros versus cons).

Scenario A - Interim/Public Reuse

As described with the scope of services for the Phase 1 market assessment, the City of
Fairbanks could determine not to proceed with further consideration of a redevelopment plan
for Polaris site redevelopment at this time. At its discretion, the City might then decide to take
another approach or proceed with interim and/or public reuse of a black-topped bifurcated site
and delay determination of eventual redevelopment to a later date.

Advantages of this scenario are that it minimizes further risk by the City and/or development
team by avoiding a project viewed as not likely to prove feasible in the absence of potentially
significant or unsupportable development incentives. The case to minimize risk recognizes
current market realities of declining regional population and weakening employment base
together with the current challenge of a high interest rate financing environment — potentially
undermining market support for a substantial new project within Fairbanks” downtown area.

Disadvantages are primarily that terminated or delayed action toward site redevelopment
further reinforces the current adverse cycle of a weakening downtown and metro-wide
community — in terms of population, employment, incomes and overall community vitality. If
the Fairbanks economy takes a turn for the better, there is a second potential site-specific
disadvantage related to interim use — namely the prospective future difficulty that often occurs
in dislodging a supposedly temporary use of a public property.

Scenario B - Single Use Development

This scenario assumes that the Polaris site is redeveloped primarily as a single use residential or
office structure. With this scenario, it is possible that some limited portion of ground floor
space also might be allocated for a supporting retail or other customer service use — also that
ground floor building area could be pared back, possibly allowing for some on-site parking.

Advantages of this approach are that it represents a cleaner, more readily implementable
project. Financing for a single-use project is typically easier to obtain with better terms than for
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mixed-use and places fewer demands on developers who may be more experienced with single
use projects. Timeline from project inception to completion also may be more rapid.

Disadvantages are essentially two-fold: a) over-shooting the area-wide and downtown market
for a single use resulting in slow absorption and greater vacancy for new residential or office
space; and b) missing an opportunity on a signature site for a catalytic development that
leverages other investment, employment and population growth downtown and regionally.

Scenario C — Mixed-Use Development

This scenario assumes that the City holds out to secure a true urban use mix and signature
development for downtown Fairbanks — including at least three of four uses involving on-site
retail, housing, residential and/or hybrid lodging/event space.

Advantages of this approach include less risk of over-shooting the market for any single use
due to diversification of on-site uses, multi-market appeal to area residents, employers,
employees, and visitors together with added tax revenue and greater leveraging effect for
other vicinity downtown properties. This scenario also likely offers the most benefit for
increased utilization of the adjacent Golden Heart public parking garage.

Disadvantages include greater complexity of the development transaction, potential need to
attract a more experienced project team familiar with mixed use, likely slower timeframe from
project inception to completion and risk that one of the uses of the site performs poorly —
dragging down the vitality of the other on-site occupancies.

TOWARD A PREFERRED SCENARIO

As initially conceived with this first phase market assessment, Phase 2 would involve possible
preparation of a design concept coupled with more detailed financial feasibility review. If
subsequently authorized by the City, Phase 3 would focus on obtaining proposals consistent
with the City’s preferred scenario from potentially qualified developers.

Trial Balloon

Recommended is that the City of Fairbanks aim toward achieving some form of a Scenario C —
Full-Block Mixed-Use Development. If that proves to not be achievable but if there is developer
interest in a single use alternative, the City might then default to Scenario B — Single Use
Development. In the meantime, also recommended is that any interim use of the demolished
Polaris site be clearly documented and publicized as revokable at any time if and when a viable
proposal for long-term site redevelopment emerges.

Redevelopment Work Program

Based on results of this Phase 1 assessment, a modified work program is proposed for an
upcoming Phase 2-3 project work program. This is illustrated by the work program flow diagram
on the following page.

City of Fairbanks ¢ Polaris Site Redevelopment — Phase 1 Market Assessment (Review Draft) ¢ Page 47



Polaris Site Redevelopment Phase 1-3 Work Program

Phase 1 Market Assessment Phase 2 Marketing Phase 3 Development Plan

4 )

Market Testing:

Developer Team:

Demographics,

Employment & Scenarios: * Office Anchors ¢ Developer Proposals
Business Profile A-Interim * Retail ¢ Team Selection
B- Single Use > * Office Condo * Exclusive Negotiation
C-Mixed Use * Residential Condo Agreement
f \ * Lodging/Event
Real Estate Analysis: Trial Balloon: * Parking Plan
* Residential -> Mixed-Use ;/ i
* Retail Full-Block ;
* Office
* Lodging/Event Redevelopment Plan:
* Mixed Use Developer Interest: * Site & Building Design
\- Parking ) 1-Limited to None ¢ Financing Plan
2-Single Party * Incentive/Gap Funding
3-Multi-Party ¢ Construction Plan
4-Public Led * Development Agreement

[ Full or Partial Block Development?]

Source: E. D. Hovee. Flow diagram is illustrative; see text description for added detail.

This report addresses the Phase 1 scope of work as provided to date. Phases 2/3 are modified
based on results of this initial assessment. A key change is to shift the focus of Phase 2 from
design, cost and financial feasibility provided by a consultant team to a market initiative aimed
to secure project interest from qualified real estate development firms. Due to uncertain depth
of demand and pricing, developer input is recommended to occur sooner rather than later.

Conducted concurrently would be outreach to potential anchor users — as tenants and/or
purchasers of a condominium interest. At the outset of Phase 2, a marketing brochure and/or
development prospectus would be prepared to introduce developers and potential occupants
to the project and the rationale to participate in bringing the project from concept to reality.

Phase 2 marketing could be led by the City with consultant and/or advisory group involvement.
For example, the City might take the lead with developer and anchor tenant contacts for office
space and key ground floor occupants. Consultant support can be provided for reaching out to

specific user groups — as with prospective retail tenants contacts for ground floor retailers and

focus group discussion conducted with potentially interested residential condo purchasers.

If Phase 2 proves successful, Phase 3 would transition to a developer-led initiative with the City
taking on a review and approval role — also addressing incentives if needed to support project
feasibility. A key question to resolve is whether full- or partial block redevelopment is to occur.

Next Steps

The following refinements are proposed for Phase 2 and subsequent Phase 3 scope of work.
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Phase 2 Scope. Rather than proceed immediately to preparation of a design concept and
more detailed financial feasibility, it is recommended that the Phase 2 be modified to focus on
identifying, contacting, and interacting with prospective development, financial and user
interests as a means to better understand development capabilities and interest. This would
include discussion of each private party’s view of mixed- or single-use feasibility.

Parties to contact would be identified via a variety of sources including re-contacting some
individuals previously interviewed, city personnel and other referrals. A starter list of potential
in-state and out-of-state contacts focused on retail and service business tenants is provided as
Appendix C. Follow-up discussion with interested parties could be conducted via a mix of in-
person meetings, phone contacts and virtual meetings. In addition, one or more focus groups
could be structured to assess the interest of potential residential and corporate condo buyers.

As noted, a brief prospectus or marketing brochure would be provided to contacts that
summarizes results of this Phase 1 market assessment, describes City objectives for Polaris site
development, incentives (as outlined by Appendix B) that may be available for development,
and describes the process that the City expects to take in soliciting development proposals and
selecting a preferred development team.’ These contacts and discussion should remain
confidential unless and to the extent that the contact waives confidentiality.

Outcomes that might occur as a result of this Phase 2 developer, business tenant and condo
pre-market contact process potentially include:

e Alternative 1 - Limited to No Interest. If results of contacts made (especially to
qualified real estate developers) result in little to redevelopment interest, the City could
take action to: a) pursue additional development contacts, b) abandon/defer action for
selection of a preferred development team for the time being, or c) pursue
redevelopment as a publicly led approach to site redevelopment and/or ownership (per
Alternative 4 as described on the next page).

e Alternative 2 — Single Party Interest. If just a single firm or development team expresses
written interest in serving as lead developer, at its sole discretion the City could decide
to: a) broaden the search process, or b) authorize exclusive negotiations with the sole
interested party.

e Alternative 3 — Multi-Party Interests. If statements of interest are received from
multiple parties, at its discretion the City could: a) issue a formal request for
development proposal (RFDP) to qualified parties meeting City objectives; or b)
determine all expressions of interest to be non-compliant with City minimum
requirements and abandon proceeding with a development project for the interim or,
alternatively, broaden the net to cover additional developer contacts.

Phase 3 Scope. If the City decided to proceed via either the Alternative 2 or 3 approaches,
the City could then review submitted proposals in accordance with its pre-established selection
criteria (framed to reflect city and developer input) and then recommend a preferred
development team and proposal — followed by negotiation of a development agreement.
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At a minimum, developer prepared deliverables
provided during the term of an exclusive negotiation
agreement could be expected to:

Describe proposed uses for redevelopment of
City-identified available Polaris site (including
floor plans, and perspective rendering).

Identify the lead developer and other
firms/individuals as participants with the full
development team.

Describe similar projects constructed by the
team and results in terms of cost project
actually incurred together with
absorption/lease-up period.

Provide current and recent financial
statements (P&L, balance sheet) for the lead
firm (maintaining confidentiality as possible).

Provide a line-item preliminary development
budget (covering land, hard construction and
soft costs).

Also provide estimates for anticipated sources
of funds (including incentive offsets, if any),
and backstop financing in the event that
anticipated sources do not fully materialize.

Provide a confidential year-by-year operating
pro forma projections from project opening to
normalized occupancy.

Outline anticipated timeline from
planning/design to construction and
occupancy — including performance targets as
a condition for transaction completion.

Identify other terms and conditions associated
with a purchase and sale agreement (or other
transaction with the City as anticipated prior to
start of construction).

The selected development team would then proceed
pursuant to the exclusive negotiation agreement (or
term sheet) to prepare detailed plans and submittals
as mutually agreed which the City would review as a
basis for development agreement finalization.

Alternative 4 Approach

to Polaris Site Redevelopment

In the event that private
development interest is not
forthcoming or can not be
successfully negotiated, there is
one other alternative that the
City could consider rather than
abandoning or deferring site
redevelopment indefinitely. This
is outlined as Alternative 4 — a
publicly-led approach to site
redevelopment and/or
ownership.

Hallmarks of this approach
might encompass:

v' City taking a lead role to
prepare design concept
and more detailed financial
feasibility and funding
(conducted in-house and/or
thru contracted services).

v Occupancy focus changing
toward public or non-profit
tenants (albeit with ground
floor priority for customer-
focused retail or related
service business uses).

v Affordable or other housing
considered if found to be
legally supportable as part
of a public project.

v' Potential property sale to a
public, non-profit or private
entity either prior to or after
project construction.

This alternative, if pursued,
could require commitment of
substantial public resources and
project risk and should be
approached with careful due
diligence before proceeding.
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APPENDIX A - STAKEHOLDER CONTACTS

As noted in Section Il of this report, persons interviewed were determined in consultation with
the City. Their contribution of time and diversity of expertise is gratefully acknowledged.

Name lorganiation __|poskin

CB Bettisworth

Bettisworth North

Senior Architect

David Pruhs

City of Fairbanks

Mavyor

Mike Sanders

City of Fairbanks

Chief of Staff

Bob Pristash

City of Fairbanks

City Engineer

Sue Sprinkle

City of Fairbanks

City Council

Jeff Putnam

Design Alaska

PE, Vice President

David van den Berg

Downtown Association

Executive Director

Jomo Stewart

Fairbanks Economic Development
Corporation

President & CEO

Kellen D. Spillman

FNSB Community Planning

Director

Melissa Kellner

FNSB Community Planning

Deputy Director

Jamie Rice

Golden Heart Parking Services
(Fairbanks Parking Authority)

Manager

Amanda Bohman

Greater Fairbanks Chamber of Commerce

Advocacy Coordinator

Jim Hage Hage & Associates Appraiser
Seth Church Jewel Isaac, LLC (Construction) Founder
Patty Mongold Mt McKinley Bank President

David Durham

Mt McKinley Bank

Chief Credit Administrator

Elizabeth Shok

Somers Sotheby's International Realty

Associate Broker
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APPENDIX B — DEVELOPMENT INCENTIVES

A key initial conclusion of this market assessment is that user revenues from space rentals
and/or condo sales likely will not prove adequate to fully cover redevelopment costs. Filling the
funding gap will require contributed income from non-project sources but without accessing
existing local taxpayer revenues. An initial set of potential contributed sources for consideration
is provided below. This listing is preliminary, subject to revision as project planning proceeds.'

Potential Incentive

Notes

AIDEA Development

The Alaska Industrial Development and Export Authority (AIDEA) — a public
corporation created by the 1967 legislature — serves as the state’s

Financing development financing authority including: Loan Participation, Conduit
Bonding authority, Loan Guarantees and Development Finance
Energy Efficiency Linked to power initiative of FNSB for federal/state funding of building

Demonstration

demonstration project, potentially linked to energy program of UAF

Federal Funding

Congressional set-aside as with allocation for Polaris building demolition

Land Cost Discount

Provide land at no or low cost as City portion of site already owned

Military Housing

Funding from U.S. Department of Defense in support of diverse off-base
housing for key on- or off-base personnel

Tax Increment
Finance (TIF)

Authorized statewide in 2001 for allocation of future property tax revenues
not previously available but generated with private development to pay
toward necessary infrastructure, site acquisition and/or development cost

Naming Rights

Funded by anchor tenant or philanthropists for entire building name and/or
key program areas such as event space or hybrid en-suite lodging

Opportunity Fairbanks Census Tract 1 location of Polaris site offers potential federal low
Zones (0Zs) income community OZ tax incentives for reinvesting unrealized capital gains''
Parking Garage Reservation and allocation of spaces for resident and/or commercial tenant
Allocation parking by Golden Heart Parking Services
FNSB code Chapter 8.08 provides several potential options for property tax
Property Tax abatement including up to 10 year exemption / 5 year deferral for property
Abatement used for economic development purposes with similar provision for
deteriorated property.
Skybridge Funding from sources such as Courthouse, parking garage and/or
Funding philanthropist for above or below-grade connections to parking garage
Connection to the existing Aurora Energy downtown area district system for
Steam . . .
Heating affordable space heating and hot water — coordinated with other energy

efficient on-site conservation and related utility corridor improvements

U.S. Economic
Development
Administration
(EDA)

As with other area projects in the past, EDA provides funding for economic
development technical assistance, public works, revolving loan funds and site
development for projects that create or retain jobs with new post-pandemic
initiatives as for Build to Scale (B2S), regional technology and innovation
(Tech) hubs, and university centers.

Sources: E. D. Hovee based on stakeholder interviews and internet research.
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APPENDIX C — TENANT OPPORTUNITIES

Perhaps the #1 question raised by stakeholders and surveys about downtown is: how do we get
more retail, restaurant/bar and customer facing services back downtown? While it is a bit early
to outline definitive opportunities, here are a few suggested tenant types — emphasizing those
with smaller store footprints — both those with an existing presence elsewhere in Alaska and
those outsiders yet to discover this one-of-a-kind market — for residents and visitors alike.

Potential
Prospect

Already in Alaska

Grocery & Food Related

CARRS

Founded in Tok, now part of Safeway/Albertsons with HQ & 8 locations in
Anchorage, 3 elsewhere. Market w/bakery/deli, also online w/grocery pickup

Three Bears Alaska

Family-owned Alaskan grocery & general store chain, also a quick stop option
w/sporting goods section & supplies for outdoor/weekend warriors

Alaska Wild Berry
Products

With 2 locations in Anchorage, store specialized in wild berry chocolate, also
give baskets, souvenirs, jellies/jams & souvenir apparel items

Alaska Coffee Shops

Kaladi Brothers Coffee has 15 locations near Anchorage, sustainability focus;
Black Cup Coffee (bought by Kaladi) has 1 wholesale/direct consumer store

Alaska Breweries

Midnight Sun Brewing (Anchorage), Denali brewing (Talkeetna), 49™" State
Brewing (Anchorage & Denali Park) have tasting rooms/restaurants

Micro- Anchorage Distillery (using AK-grown barley & pure glacier water, Amalga
Distilleries (Juneau & gin-focused), Port Chilkoot (local grains) — all with tasting rooms
Anchorage Highest online rated Anchorage restaurants are Moose’s Tooth Pub &
Restaurants Pizzeria, Snow City Café, Glacier Brewhouse, Jens Restaurant & Wine Bar.
Restaurants Highly rated restaurants include Tracy’s King Crap Shack (Juneau), Chinooks

Across Alaska

(Seward) & Ludvig’s Bistro (Sitka, south of Juneau)

Other Retail & Service Businesses

The Hoarding

An outdoor gear & apparel store located in Anchorage, specializing in clothing

Marmot and equipment for Alaska’s rugged outdoor activities.
Alaska Shirt A small to mid-sized store selling a wide range of Alaska-themed clothing &
Company souvenirs, located in the capitol city of Juneau.

Once in a Blue

Gift shops with 9 locations, known for Alaska-themed apparel & gifts, located

Moose in Anchorage, Seward & Talkeetna (north of Anchorage).

49 Supply Company 2 miles Sf)uth .of dovx./n'Fown Anchorag.e, mid-sized store offers (3Io'thing &
accessories with a distinct Alaskan flair as well as a few souvenir items.

AMH Only in Anchorage — a fine mountaineering & hiking store focused on

equipment for climbing, pack rafting, alpine touring & camping

Barney’s Sports
Chalet

Supplying hunters with “the best hand selected gear” — an Anchorage
specialty outdoors shop featuring packs, bags, clothing, footwear & tents
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Potential

Prospect
Closest stores in Wasilla & Anchorage; strong pick by Fairbanks women ... as
for apparel and housewares; urban store footprints of as little as 15,000 sq ft

Furniture Enterprise  Operates 13 AK furniture stores under different names including 2 Fairbanks
of Alaska stores (not downtown) — Sadler’s Home Furnishings & Ashley Home Store

Target

Boutique Anchorage furniture store focusing on antique home furnishing &

Rusty Raven .
y decor items

A single downtown arts & culture Anchorage boutique, stocking a wide range

Cabin Fever of handicrafts, decorative objects & gifts made by AK artists

Ketchikan based & oldest continuous AK business, serves residents & cruise

Tongass Tradin L . . .
g g ship visitors for clothing & accessories — sports gear to hardware & furniture

Alaska Commercial Largest rural area general store retailer w/33 locations across state, nearest
Company location is Fort Yukon approximately 150 miles north of Fairbanks

Largest network of fitness centers in AK with 9 location in Anchorage, 2 each
in Juneau & Fairbanks, ranging from large multi-use to smaller facilities in size

The Alaska Club

Fitness center with several locations in Anchorage, 1 in Wasilla, 1 in Palmer,
offering all the traditional amenities of the big box gyms

Yet to Arrive

Grocery & Food Related

Body Renew Alaska

Similar to Seattle’s Pike Place, a scaled down year-round Pybus in Wenatchee

Public Market . .
WA features local farm goods, artisanal foods, restaurants & specialty shops

Discount grocer specializing in staples in 39 states w/100 new locations in

Aldi . .
: 2023 & 800 planned in next 5 years, parent Aldi Nord also owns Trader Joe’s
, Spokane based serving small communities in WA, MT, OR, ID with

Rosaeur’s B .

Huckleberry’s Natural Market featured in many stores
, CA chain w/570+ stores, 17 new planned for 2024, closest in WA state, trendy

Trader Joe’s . .

for community feel, reasonable prices & popular Trader Joes brand products
Other Retail & Service Businesses
More Coffee Treeline (Bozeman — coffee for adventurers), Peet’s (strong in WA/OR),

Seattle’s Best (Starbucks acquired), Stumptown (Portland), Caribou (MN)

Energy firms like ExxonMobil & Chevron, also tech, law, retail & defense firms
often purchase high amenity condos for periodic/temporary on-site work

Corporate Condos

Sonder - the “future  In 45 cities globally including Seattle & Vancouver BC, Sonder focuses on
of hospitality” business travelers & extended stays — can be anchor or sole building tenant

Source: E. D. Hovee based on web-based search and firm experience.
Listing is not definitive but intended to illustrate potential prospect opportunities,
for the Polaris site and/or other locations in downtown Fairbanks.
Marketing contacts with these and other potential prospects as identified along the way
are recommended as part of a Phase 2 work program.
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END NOTES

Data and related information for this market assessment has been obtained from sources generally deemed to
be reliable. However, accuracy is not guaranteed and information is subject to change without notice. The
findings and opinions expressed in this report are those of E. D. Hovee and should not be considered as
representing the opinion of any other party without prior approval —whether in whole or part.

Source is Wikipedia, https://en.wikipedia.org/wiki/Polaris_Building, as of April 2024.

Claritas supplements data from the Census Bureau with other sources, including internal data, as well as
information from other government agencies, the United States Postal Service, and private organizations.

The 1,927 figure by Claritas for downtown population is higher than the estimate provided with the 2040 plan
document which provides an estimate of 1,563 residents. This is for two reasons: a) the plan estimate is for
2020 while Claritas is for 2024, and more significantly b) the plan estimate is for Census Tract 100 which covers
only the portion of the downtown area south of the Chena River while the Claritas estimate includes
downtown plan area on both sides of the river.

If calculated as a share of all occupied housing units, owner-occupied multi-family housing comprises 8% of all
residential units in Fairbanks, as compared with a 19% market share in Anchorage and 11% across the U.S.
(encompassing both urban and rural America).

A primary source for assessment of downtown lodging and event opportunities is the April 2019 Convention
and Performing Arts Center Market Study — Fairbanks Alaska, prepared by Johnson Consulting in partnership
with Ascent, Bettisworth North, LMN Architects and JMB Consulting on behalf of Explore Fairbanks.

Per ChatGPT response to inquiry by E. D. Hovee, May 31, 2024.

The tallest building north of the 65 parallel is the Northern Lights Cathedral in Alta Norway at 154 feet high.
The former Polaris was 92 feet tall. Per ChatGPT based on inquiry of June 4, 2024.

As initially outlined in the E. D. Hovee January 5, 2024 proposal to the City of Fairbanks, Phase 2 services were
described to include design plans and financial feasibility assessment conducted by a City retained project
consultant. While that could occur as a result of project negotiations with a preferred development team, it is
currently proposed that design plans and demonstration of project feasibility be a responsibility of the
selected development team with review by the City or a City-retained consulting team.

Additional research and due diligence as to supplemental contributed funding sources can be expected as a
specific project proposal comes into more clear focus.

0OZ tax benefits potentially available are temporary deferral of taxes on previously earned capital gains, basis
step-up of previously earned capital gains invested, and permanent exclusion of taxable income on new gains.

This market assessment has been prepared for the City of Fairbanks by the economic and
development consulting firm E. D. Hovee & Company, LLC. Since 1984, the firm has provided
market research, financial feasibility and strategic development services for a range of
public agency, non-profit and private clients — primarily in the Pacific Northwest but also
elsewhere in North America. Prior to forming a consulting practice, principal Eric Hovee
served as economic development coordinator for the City of Portland OR and in a similar
capacity for the City of Vancouver WA.
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FAIRBANKS POLARIS SITE REDEVELOPMENT RFP
PLANNED ISSUANCE NLT DECEMBER 31, 2025 (DRAFT-10/29/25)

The City of Fairbanks is issuing this Request for Proposals
(RFP) to secure private sector redevelopment of what is RFP Contents
known as the recently removed and now vacant Polaris v Site Overview
building site in downtown Fairbanks, Alaska. Qualified v RFP Structure
real estate development firms (or teams) are invited to v' Redevelopment Goal
submit proposals no later than the end of March 2026. At v Submittal Requirements
its discretion, the City may select one or more proposals v’ Proposal Evaluation
as a basis for exclusive negotiations leading to a v Selection & Nego’rio’rion
development agreement with the most responsive firm. v Further Information

v' City Council Resolution
SITE OVERVIEW

Current ownerships of the approximately 35,674 square foot on the downtown block bounded
by First and Second Avenues, Lacey and Noble Streets involve 12 tax parcels comprised of:

e City owned parcels totaling 20,898 square feet — the former Polaris building site noted as
including City West (13,614 square feet) and City East parking area (7,284 square feet).

e Privately owned parcels with two owners totaling 14,776 square feet situated mid-block.

The block south of the Polaris site is a City owned 377-space, 5-story parking garage with spaces
that may be allocated for use by redevelopment site business and residential occupants. The
City of Fairbanks prefers a mixed-use development — with residential, ground floor retail/dining,
office, and/or lodging use that encompasses the whole Polaris site block. Proposals for partial
or whole block redevelopment will be considered. The City will not be acquiring privately
owned parcels. The developer will be responsible for securing any as-needed added properties.

Polaris Building @ Fairbanks’ Tallest Polaris Redevelopment Site Area

-7 =

Source: Google — as seen prior to demolition. Source: FNSB GIS.
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|. RFP STRUCTURE

By way of introduction, this redevelopment Request for Proposal (RFP) begins by outlining
document contents and supplemental materials available as background information.

RFP ToPICS

This RFP document is organized to cover the following topics:

¢ Redevelopment Goal — predicated on market/financial feasibility as preferred outcomes
for the City of Fairbanks and project developer as a public-private partnership (PPP).

e Submittal Requirements — distinguishing between initial submittals from all Proposer(s)
with follow-up responses from development firms or teams selected for further review.

e Proposal Evaluation — addressing Proposer conformance with threshold project
requirements together with supplemental evaluation criteria.

o Developer Selection — as recommended by an evaluation team with City Council
concurrence for either a single firm or more than one proposal to be further evaluated.

e Exclusive Negotiations — preferably with one development firm or team with clear
benchmarks for developer deliverables leading to a final PPP development agreement.

e Further Information — outlining resources that prospective development firms or teams
may contact or utilize in preparing proposal submittals.

e Appendix: City Council Resolution — as an expression of City and regional support for
successful redevelopment meeting City and private sector investment objectives.

SUPPLEMENTAL MATERIALS

Being circulated in conjunction with this RFP is a summary project prospectus which describes
this remarkable investment opportunity for Fairbanks as the 2" largest city and metro region in
Alaska — situated at the center of the vast Interior Alaska extending to the North Slope of the
Arctic. The prospectus briefly reviews market demographics for downtown Fairbanks, the entire
city, the Fairbanks North Star borough (i.e., metro area) and entire state.

Also summarized by the prospectus is a employment profile, prospective uses with site
redevelopment, preliminary development interest based on a 2024 stakeholder interview
process, and development incentives potentially available to qualified projects. More detailed
market data and analysis is for key potential uses is provided by a June 2024 Polaris Site
Redevelopment: Phase 1 Market Assessment. This more detailed information can be provided
on request per the Further Information section of this RFP.

Downtown demographics today are considerably different than those for the rest of the city,
region and state. Whether these demographics continue or change favorably will be affected by
the scope and scale of redevelopment investment in the years ahead.
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Il. REDEVELOPMENT GOAL

The #1 goal for Polaris site redevelopment is to re-invigorate downtown’s residential, visitor
and working population — as a catalyst for City- and borough-wide economic development.

MARKET CONTEXT

Whether and to what extent market demographics continue or change favorably going forward
will be affected by the scope and scale of downtown redevelopment investment — starting with
renewed private and public reinvestment in the Polaris site.

For Fairbanks and Interior Alaska, new construction coupled with subsequent operating costs
often exceed what residential and commercial rents and sales values will readily support. A
pivotal challenge for reuse of the Polaris site is likely to be construction of a project that can
prove out as financially viable short- and long-term. The City is supportive of innovative
approaches to quality design coupled with value engineering and supportive financing.

A full-block mixed-use redevelopment is preferred as shown to be market and financially
feasible. Key “take-aways” from market data and stakeholder contacts for site reuse suggest:

e Market rate residential can be targeted to affluent seniors and working professionals.

e Downtown retail is enhanced with ground-floor store fronts and maybe top floor dining.
e Office space demand is uncertain but with opportunity for greater downtown presence.
e There may be opportunity for limited but leading-edge event and office-lodging product.

e The adjacent public garage can provide parking as needed to support site re-occupancy.

Contributed as well as occupant derived revenue will be pivotal for financial feasibility. The City
of Fairbanks is committed to support local, state and federal incentives that will improve
development feasibility without requiring direct local taxpayer funding support.

PREFERRED OUTCOMES

While not required, the following outcomes will enhance opportunity for developer selection:

e A multi-story development with at least three of the above noted uses accommodated
on-site or adjoining.

e Full block redevelopment if adjoining private uses are acquired by the project’s private
developer and combined for joint development with the City-owned parcels.

e Availability of low or no-cost parking in the adjoining public parking garage as needed to
support 100% of on-site parking needs.

e Consideration of a below market land or site value transaction with future payback when
identified financial performance benchmarks are achieved.
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lll. SUBMITTAL REQUIREMENTS

Submittal requirements address both initial submittal and possible follow-up responses from
firms selected — either as preferred developer or invited for additional consideration.

INITIAL SUBMITTALS

Interested development firms and/or project teams are invited to submit proposals
encompassing the following materials. All proposals should be compiled and submitted as a
single PFD electronic file document, transmitted by email to msanders@fairbanks.gov and
received no later than 5 pm (AKDT) on March 31, 2026.

A. Cover Letter — briefly describing in no more than two pages the nature and location of the
proposed project, organizational structure of the proposing firm(s), estimated project
investment, incentive funding proposed, and team experience as applicable to Polaris site
redevelopment. The letter should be signed by individual(s) authorized to make a binding
proposal for a period of not less than 120 days from date of submittal.

B. Development Team Qualifications — should include the following information:

1) Name of lead firm or entity with overall authority and responsibility to undertake
and complete the project being proposed, including contact information for project
manager together with location of firm, website, phone and email information.

2) Identification of participant entities in addition to lead entity which may include (to
the extent known) lead contractor and key sub-contractors, anticipated project
ownership structure, entities proposed as sources of equity and debt financing,
architectural design and legal counsel and other individuals or entities with
significant project responsibilities.

3) Disclosure of the existing ownership interests in the project site and/or immediate
downtown area currently and prospectively (if different) — with the proportion of
ownership interests identified — together with delineation of active versus passive
(or limited) partnership roles.

4) Lead firm and team history describing at least three similar completed projects
including scale of development, single- or mixed-use occupancy, and project
performance in terms of timeliness of construction, occupancy and space
absorption, debt repayment, and return to project investors.

C. Site Control — with map showing proposed site location and site area in square feet (by
phase if appropriate), identification of current and proposed or in-process site ownership
arrangements, demonstrating planned site control for all parcels as proposed for development.

D. Project Overview — with exterior building rendering and/or massing diagram plus site plan
illustrating planned building placement and key design features accompanied by narrative
description of major design features on-site and in relationship to neighboring uses, together
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with current and anticipated transportation access. Note: More detailed architectural and
design plans will be reviewed if submitted, but are not required by this RFP for initial proposal

submittals.

E. Detailed Project Description — addressing the following items:

1)

2)

3)

4)

5)

6)

Estimated square footage and number of levels of building area by use component,
— as outlined for mixed use development.

Preliminary estimate or range of development cost — itemized to cover all relevant
cost categories including site acquisition, site/infrastructure, building construction,
and indirect/soft costs.

Anticipated phasing of development if project is to be built in two or more phases,
including square footage and development cost associated with each phase.

Parking spaces planned with the proposed development — detailed by building use,
including potential use of existing nearby available parking plus added spaces
anticipated as consistent with recognized parking standards.

Development intensity with floor area ratio (FAR) calculations (defined as gross
building area divided by site area) for portion(s) of site to be built — by phase.

Existing site or neighboring uses that may be displaced — directly in conjunction with
project construction and occupancy with completed development including
conditions and timing of the planned displacement and provisions for replacement
or mitigation.

F. Preliminary Market & Financial Feasibility — assessment is requested to be submitted with
all project proposals addressing:

1)

2)

3)

4)

Summary of marketing program planned for tenant leasing and/or condominium
sales including identification of generalized target markets for each distinct use
category.

Preliminary listing of projected distinct sources and uses of capital as with
anticipated equity (including private and contributed non-profit or public funds)
during phased construction coupled with on-site revenue projected by normalized
occupancy post-construction — identifying likely remaining gaps in project financing
as needed to be addressed for feasibility going forward.

Estimated capitalized valuation on end-use occupancy based on construction cost,
operating income/expense and capitalization rates as applicable to comparable
commercial and mixed-use properties for the Fairbanks and wider Alaska market.*

Proposer submitted arrangement for submittals of financial information requested
to be held as proprietary and confidential with initial proposal submittals — to be
reviewed only by City designees as agreed to with proposer and City and subject to
legal review (in advance). If Proposer declines to submit F (1-4) requested items, the
City at its discretion may choose to exclude the Proposer’s Proposal from further
consideration.**
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5) Other conditions and/or contingencies with potential to materially affect the ability
to proceed with the project as proposed, including proposed changes to stipulations
of this RFP for which the City is under no obligation to accept in whole or part.**

G. Follow-up Clarifications & Verifications — may be requested for one or more proposals
selected by the City for further review prior to or in conjunction with developer selection — with
additional information expected to cover any or some combination of the following items:

1) Clarification and/or provision of further information requested by the City as follow-up
to review of initial proposal submittals.

2) Verification of anticipated availability of debt and equity financing including letters of
interest or preliminary commitment from potential sources of financing including
statement of sources of equity (including private and contributed no-profit or public
funds) — allocated by ownership interest.

3) Revised and refined listing of detailed sources and uses of project funding through to
normalized occupancy.

4) Provision of CPA-prepared or audited financial statements including balance sheet,
income/expense statement, and cash flow for all identified or relevant individual, joint
and corporate ownership interests and/or federal tax returns as submitted for the past
two years (with determination of specific documents to be reviewed as agreed to by
Proposer and City in advance).

5) For any project proposal recommended as being selected for exclusive negotiations,
submittal of items G (1-4) may be required subject to provisions related to
confidentiality and/or public release by the parties — including City review as
appropriate in executive session and/or via independent 3" party review. For item G (4),
Proposer(s) should describe what information would be publicly disclosed versus
withheld as part of its initial submittal. Some form of negotiated public disclosure is
anticipated to be required prior to execution of a final development agreement.**

ADDITIONAL FOLLOW-UP RESPONSES & REVIEW

Following the project evaluation review (described in the next section of this RFP), the City will
have the option of selecting a single preferred developer or at may its discretion identify added
Proposers for further consideration. For firms selected as preferred developer or for further
consideration, yet additional supplemental materials may be requested either to provide
clarification with regard to initial submittals and/or to obtain added information viewed by the
City as pertinent to selecting a preferred development team.

The City will work with the affected Proposer(s) with the goal of reaching agreement on
supplemental materials to be submitted. In the event that agreement cannot be reached within
a time frame set by the City, the Proposer may at City discretion be disqualified from further
consideration without any further obligation to the Proposer.
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IV. PROPOSAL EVALUATION

Proposals received will be reviewed and evaluated by a City-designated evaluation committee
of individuals having no identified conflict of interest with any of the Proposers from whom
development proposals have been received. As described below, all identified threshold project
requirements must be met or the proposal may be disregarded at the sole discretion of the
City.

THRESHOLD PROJECT REQUIREMENTS

The following are threshold (or minimum) requirements which must be met for a project
proposal to be considered:

e Commitment to complete redevelopment of the City West publicly owned Polaris site.

e A minimum level of mixed use (with at least two of the uses as specified in discussion of
Market Context) including ground floor publicly accessible occupancies.

e A minimum 1.5 floor area ratio (or FAR defined as building square footage divided by site
square footage) to assure at least two floors of building development with developer
discretion as to how building space is allocated on each floor of proposed building area.

e Waiver of building and developer fees (as currently available) possibly in conjunction
with waiver of other fees (which currently are not being generated at this site) but as
may be demonstrated necessary to achieve a financially feasible project.

e No permanent use of the City-owned West or East sites for at-grade surface parking.

e |f not developed concurrent with the Polaris (City West) site, provision for public parking
on the City East site for added parking as may be needed on an interim basis terminating
at time of City East site redevelopment.

e Requiring construction to commence within 12 months of developer selection unless the
selected developer can propose an alternative timeline with rationale for modification.

e |dentification of development incentives important to project feasibility (excluding any
direct outlays of local taxpayer funding) — including documentation of agency contacts
with responsibility for considering incentives deemed as potentially pivotal to project
feasibility. **

While compliance with these threshold criteria is required for a proposal to be considered
further, these commitments alone will not assure any Proposer of being selected. Supplemental
criteria as outlined below will also be taken into consideration at the sole discretion of the City.

SUPPLEMENTAL EVALUATION CRITERIA

Supplemental criteria include both objective and subjective determinations to be made at the
discretion of the City’s Project Evaluation Committee. These criteria will involve evaluations as
to whether and to what extent the Proposers submittal can be expected to:
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Meet applicable legal requirements of City code, state statute and federal law including
findings that the project funding is for a valid public use and/or purpose — as determined
by the City attorney and/or other legal reviewers such as bond counsel acting on behalf
of the City.**

Be consistent with adopted public policy including applicable provisions of the FNSB
Comprehensive Plan, Zoning Code and Downtown Fairbanks 2040 Plan.

Meet community criteria for market need, competitive advantage, public benefit, plan
consistency, stimulation of added investment, and/or enhanced community image.

Successful project history (with experience in Alaska and/or elsewhere on the west coast
of the U.S. and Canada).

Stipulations of City engineer related to qualifications of firm, project manager and staff,
quality and value of design, scheduling and overall conformance to RFP.

Financial backing and plan (covering refined anticipated sources and uses of funding).

Conformance to availability of realistically available incentive funding with and no impact
to the City’s General Fund tax-based resources.

Capacity to complete the project (including contingency and backstop funding sources in
event that full project funding does not occur as initially proposed.

Long-term financial sustainability of project with end-use capitalized valuation at least
equal to all-in cost with supporting operating pro forma at normalized occupancy — also
with adjustments if necessary to account for significant changes in expected income
and/or expense beyond initial normalized occupancy extending over up to a 20-year net
present value (NPV) period at a discount rate consistent with risk-adjusted capitalization
rates typical for similar projects locally and statewide.*

PRELIMINARY & FOLLOW-UP REVIEWS

The City of Fairbanks Project Evaluation Committee will review all proposals received for

conformance to threshold project requirements and consistency with supplemental evaluation

criteria, subject to City Council review and approval.

Up to three development firms/teams will be interviewed followed by preliminary selection of
1-3 proposals for further evaluation. Recommended selection of a preferred development firm
(or team) will be made based on both written and oral presentations — utilizing the above noted

criteria plus any additional factors determined as appropriate and consistent with this RFP.
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V. SELECTION & NEGOTIATION

Selection of a preferred development team will be made based on review of formal RFP
responses (assuming interest from two or more parties) or more informally (if interest is
forthcoming only from a single qualified party). Developer deliverables over the term of an
exclusive negotiation period are expected to:

e Further detail proposed uses for redevelopment of City-identified available Polaris site
(including site and floor plans, and perspective rendering(s).

e Confirm responsibilities of lead developer and other firms/individuals as participants with
the full development team.

e Provide current and recent financial statements (P&L, balance sheet) for the lead firm
(maintaining confidentiality as mutually determined).**

e Provide a refined line-item preliminary development budget (covering land/site
acquisition, hard construction and soft costs).

e Provide estimates for anticipated sources of funds (including incentive offsets, if any) and
backstop financing in the event that anticipated sources do not fully materialize.

e Provide confidential year-by-year operating pro forma projections from project opening
to normalized end-use occupancy.**

e Provide a refined end-use capitalized valuation and/or 20-year NPV calculation subject to
independent third-party review demonstrating valuation exceeding all-in project costs.**

e OQutline anticipated timeline from planning/design to construction and occupancy —
including performance targets as conditions for project planning and completion.

e Make a good faith deposit with cashiers check, certified check or letter of credit.***

e |dentify other terms and conditions associated with a purchase and sale agreement (or
related transaction) together with determination of items subject to public disclosure or
confidentiality with the City — as appropriate prior to start of construction.**

Assuming satisfactory compliance with developer deliverables, the selected development
team(s) would proceed pursuant to a refined development agreement (or term sheet) to
prepare detailed plans and
submittals as mutually
agreed which the City will
review as a basis for
subsequent plan and
agreement finalization.
The result should be a final
PPP development
agreement between the
City and selected
Proposer.**
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VI. FURTHER INFORMATION

For further information or questions regarding any aspect of this development RFP and
associated development prospectus, please contact:

Michael Sanders Phone: 907-459-6760
Chief of Staff Mobile: 907-687- 2362
City of Fairbanks Email: msanders@fairbanks.gov
Or
Eric Hovee

Phone: 360-921-6430

Redevelopment Consultant
P Email: ehovee@edhovee.com

E. D. Hovee & Company, LLC

Notes Applicable to All Proposals:

*

* %k

* %k %k

Information on commercial, residential and mixed-use sales pricing, rents and expenses is
typically available from local real estate brokerage sources. Capitalization (cap) rate data is
not widely available for properties outside Anchorage. The 2024 Phase 1 market assessment
assumed cap rates of about 7.00% for residential and 8.00% for commercial development.

Per Copilot Al inquiry of September, 2025, multi-family residential cap rates for the
Fairbanks area range from about 5.0%- 6.4% depending on asset class with the lowest rate
(of down to 4.74%) for some Class A properties. These reflect a slight compression trend in
2025, albeit with investor interest remaining strong despite higher financing costs.

Cap rates for retail properties range from about 7.60% to 8.43% depending on location,
tenant mix and asset quality (inferred from retail and multifamily data in the area). Specific
rates are less frequently published but Copilot indicates office and special purpose
properties are trending higher (at 8.5-9.6%) due to vacancy and valuation pressures.

Cap rates applied by project Proposers for proposal valuation estimates should be justified
as consistent with current local and regional practice as well as changing national conditions
to the extent reasonable and possible.

City Council executive session(s) or independent 3™ party review may serve to resolve
proprietary or disclosure questions —as mutually agreed by the parties. If a selected
Proposer declines to submit City requested items, the City at its discretion may choose to
exclude the Proposer’s Proposal from further consideration and have the optional right to
select a runner-up for exclusive negotiations or re-start a developer RFP process at a time of
the City’s exclusive determination without any further obligation to disqualified Proposer(s).

Good faith deposit by preferred or selected developer is planned to be in the amount of at
least $50,000 or otherwise be mutually determined. If the project proceeds, the deposit
may be credited to developer incurred project costs. If the project is terminated through no
fault of the developer, the deposit may be returned in full (or as otherwise agreed).
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APPENDIX. CITY COUNCIL RESOLUTION

Recommended is inclusion of a 1-2 page City Council resolution inviting proposals from
qualified developers with knowledge of the statewide and interior Alaska market including the
Fairbanks FNSB or metro area. State the importance of the project as a catalyst for downtown
redevelopment — as a good place to live, shop, work and enjoy. Include reference to key
incentives most viable for consideration — both those of City and other public/private partners.
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Regular City Council Work Session
November 18, 2025

Agenda Item #6: “2026 Draft City Operating
and Capital Budget [not introduced]”

To view the 2026 Mayor’s
Proposed City & Capital Budget
on the City of Fairbanks’ website,
scan the QR code to the right or
visit https://bit.ly/43SomCP










4. Please upload figures that show your project location and planned site layout for the
proposed station(s).

See Exhibits a through ¢ for each location option. Each location was visited and photographed, and the
location of the nearest transformers and load centers noted.
a. City parking between 1st and 2nd Ave on the west side of Noble Street
b. City parking at Church by north side Cushman St. Bridge (Gordon Wear Park)
c. City parking at Morris Thompson Cultural & Visitor Center
d. City parking at Fairbanks City Hall, front lot, back lot, 8" Avenue.

5. Site Needs

What might your site need in terms of infrastructure and/or utility improvements (such as access to
power)?

Identification of the nearest transformer that has spare capacity to power the proposed charging
stations. The Installation of conduit and conductors from transformer to load center, installation of load
center, conduit, and connectivity to the charging stations. Improve lighting and ADA accessibility as
needed.

6. Safety Considerations

Are there any safety considerations you have regarding your site, including, but not limited to,
Americans with Disabilities Act (ADA) accessibility, security, and site illumination?

Proposed EV charging sites to be placed in well-lit public spaces with good visibility to discourage theft
or vandalism, under remote surveillance camera security and ADA compliant access. Some locations can
be secured inside fenced areas.

7. Winter City Living
Do you have any cold climate design considerations to share, or have you identified any other risks?

EV charging times are longer during periods of cold weather. Pre-conditioning (heating) of batteries is
encouraged before connecting to a charging station. A heated warming hut and wind breaks
strategically placed would be beneficial for public use.

8. Do you commit to the operation and Maintenance requirements per this funding source, or do
you intend to rely on a third-party contractor to meet requirements?

The city will maintain all constructed improvements per maintenance agreement or resolution. The city
agrees (preliminary commitment) to pay 9.03% match toward construction and installation.



a. City parking 1st and 2nd Ave on the west side of Noble Street.







c. City parking at Morris Thompson Cultural & Visitor Center
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City parking at Fairbanks City Hall, 8th Ave, in front of FPD or Back Lot.
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CITY OF FAIRBANKS CITY CLERK’S OFFICE

800 Cushman Street Telephone (907) 459-6702

Fairbanks, AK 99701 Fax (907) 459-6710
MEMORANDUM

TO: Mayor O’Neall and City Councilmembers

FROM: D. Danyielle Snider, MMC, City Clerk @

SUBJECT:  State Solicitation for Input, Alcohol and Marijuana Regulations

DATE: November 14, 2025

Last month, I notified the Council about the State’s request for public input on proposed
regulations governing the alcohol and marijuana industries, as outlined in 3 AAC 305.010-305.950
(alcohol) and 3 AAC 306.005-306.995 (marijuana). The State is seeking feedback from affected
industries, community organizations, and the general public.

This item was scheduled for discussion at the October 21 work session. Since that meeting was
cancelled and there has not been a regular work session since then, the topic has been placed on
this work session agenda for the Council to discuss and provide input, if any. The State’s comment
deadline is December 16.

For convenience, I’ve provided links to each set of State regulations, including individual articles,
along with the State’s public notice of solicitation for input for each set of regulations.

Alcohol Regulations, 3 AAC 305.010-305.950 Marijuana Regulations, 3 AAC 306.005-306.995

Article 1. Board; Administration; Licensing; Fees Article 1. Licensing; Fees

Article 2. Manufacturer Licenses; Endorsements; Permits Article 2. Local Options

Article 3. Retail Licenses; Endorsements; Permits Article 3. Retail Marijuana Stores

Article 4. Wholesale Licenses Article 4. Marijuana Cultivation Facilities

Article 5. Trade Practices Article 5. Marijuana Product Manufacturing Facilities

Article 6. Provisions Applicable to More Than One License Type Article 6. Marijuana Testing Facilities

Article 7. Alcohol Server Education Course Article 7. Operating Requirements for All Marijuana Establishments
Article 8. Enforcement; Civil Penalties Article 8. Enforcement; Civil Penalties

Article 9. General Provisions Article 9. General Provisions



https://www.akleg.gov/basis/aac.asp#3.305
https://www.akleg.gov/basis/aac.asp#3.305.010
https://www.akleg.gov/basis/aac.asp#3.305.200
https://www.akleg.gov/basis/aac.asp#3.305.300
https://www.akleg.gov/basis/aac.asp#3.305.400
https://www.akleg.gov/basis/aac.asp#3.305.500
https://www.akleg.gov/basis/aac.asp#3.305.600
https://www.akleg.gov/basis/aac.asp#3.305.700
https://www.akleg.gov/basis/aac.asp#3.305.800
https://www.akleg.gov/basis/aac.asp#3.305.900
https://www.akleg.gov/basis/aac.asp#3.306
https://www.akleg.gov/basis/aac.asp#3.306.005
https://www.akleg.gov/basis/aac.asp#3.306.200
https://www.akleg.gov/basis/aac.asp#3.306.300
https://www.akleg.gov/basis/aac.asp#3.306.400
https://www.akleg.gov/basis/aac.asp#3.306.500
https://www.akleg.gov/basis/aac.asp#3.306.600
https://www.akleg.gov/basis/aac.asp#3.306.700
https://www.akleg.gov/basis/aac.asp#3.306.800
https://www.akleg.gov/basis/aac.asp#3.306.905

Solicitation for Public Input — Alcoholic Beverage Control Board Regulatory Revisions

Notice of Public Scoping Under Administrative Order 360 for possible Alcoholic Beverage
Control Board Regulation Changes to 3 AAC 305, Alcoholic Beverage Control Board.

Background. In response to Administrative Order 360, the Alcoholic Beverage Control Board is
soliciting written and oral comments from affected industries, community organizations, and the
general public regarding regulations and materials incorporated by reference in 3 AAC 305.010 —
305.950.

The Alcoholic Beverage Control Board is undertaking this solicitation process to ask the public
for ideas, suggestions, and input before the Alcoholic Beverage Control Board drafts or proposes
any specific regulation amendments or repeals for public review.

The Alcoholic Beverage Control Board is particularly interested in specific ideas for regulatory
change that may:
e clarify existing regulatory obligations;
e reduce costs for the public, industry, or government;
e improve or streamline procedures, application requirements, and review processes, for
example reducing the time required to apply for a license, permit, or benefit;
e reduce administrative burdens;
e streamline permitting procedures;
e improve communication procedures;
e provide greater transparency with respect to standards, decision-making, and rationales for
application processing; or
e clarify interagency roles.

Solicitation for Public Input — Marijuana Control Board Regulatory Revisions

Notice of Public Scoping Under Administrative Order 360 for possible Marijuana Control Board
Regulation Changes to 3 AAC 306, Marijuana Control Board.

Background. In response to Administrative Order 360, the Marijuana Control Board is soliciting
written and oral comments from affected industries, community organizations, and the general
public regarding regulations and materials incorporated by reference in 3 AAC 306.005 — 306.995.

The Marijuana Control Board is undertaking this solicitation process to ask the public for ideas,
suggestions, and input before the Marijuana Control Board drafts or proposes any specific
regulation amendments or repeals for public review.

The Marijuana Control Board is particularly interested in specific ideas for regulatory change that
may:

e clarify existing regulatory obligations;

e reduce costs for the public, industry, or government;

e improve or streamline procedures, application requirements, and review processes, for
example reducing the time required to apply for a license, permit, or benefit;
reduce administrative burdens;
streamline permitting procedures;
improve communication procedures;
provide greater transparency with respect to standards, decision-making, and rationales for
application processing; or
e clarify interagency roles.
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Introduced by: Mayor O’Neall
Councilmember Therrien
Councilmember Ringstad

Date: November 10, 2025

RESOLUTION NO. 5192, AS AMENDED

A RESOLUTION STATING THE CITY OF FAIRBANKS LEGISLATIVE
AND CAPITAL PRIORITIES FOR 2026

WHEREAS, the City of Fairbanks appreciates any support and funding from the

State of Alaska; and

WHEREAS, the City has identified the following legislative, operational, and capital

priorities, and the public had an opportunity to hear about these priorities and to provide
comment on the priorities at the regular City Council meeting of November 10, 2025.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL that the 2026

legislative, operational, and capital priorities of the City of Fairbanks are as follows:

2026 Priority Legislation

e Update AS 40.25.110 to allow for fees to be applied for any video copying
and/or editing required for a public records request.
e Adjust legislation around child abandonment laws to allow for “baby boxes.”

2026 Operational Priorities

e Reduce the municipalities’Maintain-a PERS rate of 22%-orlessfer

ey

e Maintain a balance of $90 million in the Community Assistance Fund.
Maintain SART funding for to help communities meet testing liabilities.

e Require a natural gas line spur to Fairbanks at no expense to the
community.

e Allow Tier 1, 2, and 3 PERS retirees to continue to collect retirement if
they return to work to fill critical shortages under Tier 4.

e Mitigate municipalities’ liability regarding the PFOS/PFOA ground water
contamination and fund remediation efforts for PFOS/PFOA ground water
contamination.

e Prioritize the development and expansion of a crisis behavioral health
system in the Fairbanks communityState-of Alaska.

2026 Capital Priorities

e Provide $800,000 for Alaska Land Mobile Radio (ALMR) compliant radios
required by State of Alaska system upgrade.

acion meaeraean




BE IT FURTHER RESOLVED that the City Clerk is directed to send copies of this
resolution to the Office of the Governor, ard-the Interior Alaska Legislative Delegation,
and our representatives in Congress.

BE IT FURTHER RESOLVED that this resolution is effective six days after
adoption.

PASSED and APPROVED this 10th day of November 2025.

My e T i

Miﬁdy O’Neéall, Maydr

AYES: APPROVED BY UNANIMOUS CONSENT
NAYS: None

ABSENT: None

APPROVED: November 10, 2025

ATTEST: APPROVED AS TO FORM:

Kl kel

¢or Thomas Chard, City Attorney
Kaﬂlee 5‘“6‘((\/ 'De,’ou{l? C/'r"y

Altorne Y

Resolution No. 5192, as Amended
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2026 Priority Legislation

e Update AS 40.25.110 to allow for fees to be applied for any video copying and/or
editing required for a public records request.

One of the most frequent record requests to the City of Fairbanks is for body/vehicle/
interview-room camera footage from the Fairbanks Police Department (FPD). While the
FPD appreciates the ability to share these videos, the department must block out any
identifying information that the requestor is not authorized to have. This information can
include bystander faces, license plates, identification cards, etc. The video editing required
for even a simple traffic stop can be quite time-consuming and expensive. Currently AS
40.25.110 only allows for fees to be collected for personnel costs of requests that exceed
five person-hours in a calendar month, and other fees cannot exceed the standard unit
cost of duplication. The City of Fairbanks requests that the State amend AS 40.25.110 to
allow public agencies to establish a per-hour fee for video record requests.

e Adjust legislation around child abandonment laws to allow for “baby boxes.”

The Safe Haven Baby Boxes Program prevents illegal abandonment of newborns by raising
awareness, offering a 24-hour hotline for mothers-in-crisis, and offering a last-resort
surrender option. The primary purpose of the program is to eliminate infant death by
abandonment. The use of baby boxes in the Interior will offer a method for preventing infant
death due to abandonment.

2026 Operational Priorities

e Reduce the municipalities’ PERS rate of 22%.

The majority of the 22% municipalities are mandated to pay goes to retire the legacy debt of
the original defined benefit retirement plan (PERS). From FY2008 to FY2023, all PERS
employers (State and municipalities) have paid an additional $7.7 billion toward the
unfunded liability. Locally, the FNSB and two cities within have paid $132.2 million for their
share of this liability. These payments, unfortunately, will continue for years to come. This is
possibly the largest financial fiasco in the State's history. The municipalities had a
reasonable expectation that the State would be proper stewards of these funds and
learned far too late that this was incorrect. If State leaders truly feel that the new DB
program will work, then we request that all municipalities be exempt from paying off any
new debt created by this new plan. This would be fair, as the City of Fairbanks has no
control over the management of these funds.

Attachment to
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¢ Maintain an annual baseline of $90 million in the Community Assistance
Program.

The City of Fairbanks is concerned with the reductions in the community assistance
program and requests the State restore a baseline of $90 million annually to the program.

e Maintain SART funding to help communities meet testing liabilities.

The City of Fairbanks requests that the SART funding dedicated to Fairbanks be maintained
to help offset the current costs of the demands.

e Require a natural gas line spur to Fairbanks at no expense to the community.

The City of Fairbanks realizes the creation of a new natural gas line provides an opportunity
to bring a robust natural gas supply to Fairbanks. If the design of the new line does not
include a spur to Fairbanks, it will become cost prohibitive to add it at a future date.

o AllowTier 1, 2, and 3 PERS retirees to continue to collect retirement if they
return to work to fill critical shortages under Tier 4.

With the nationwide labor pool shortages, allowing Tier 1, 2, and 3 PERS retirees to
continue to collect retirement if they return to work could help fill critical staffing shortages
in positions that fall under Tier 4. Many agencies are having difficulty finding good
candidates for jobs, and a simple tweak to the current PERS system could create a huge
pool of quality applicants for PERS positions. The basic concept is for the State of Alaska to
allow PERS Tier 1, 2, & 3 employees to retire, collect their retirement, and return to the
workforce under the Tier 4 system. This would allow them to be paid their retirement while
rejoining the workforce and paying into the PERS system again. It would bring qualified and
experienced workers back to PERS jobs and allow agencies to build back the workforce.

e Mitigate municipalities’ liability regarding the PFOS/PFOA ground water
contamination and fund remediation efforts for PFOS/PFOA ground water
contamination.

The City of Fairbanks requests relief from the Alaska Department of Environmental
Conservation (ADEC) plume characterization requirements related to the Perfluoro octane
Sulfonate (PFOS)/Perfluorooctanoic Acid (PFOA) contamination at the Fairbanks Regional
Fire Training Center. The contamination at the training center occurred over decades of use
by all the regional fire services including city, borough, and state agencies. The City also
requests State funding for PFOS/PFOA mitigation efforts. PFOS/PFOA contamination is a
world-wide health concern with countless contributing factors to the contamination. The
City anticipates changes in PFOS/PFOA regulations will require additional mitigation

Attachment to
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efforts, to include the decommissioning of private wells, which will cost more than the
local community can afford.

e Prioritize the development and expansion of a crisis behavioral health system
in the Fairbanks community.

The City of Fairbanks requests that the legislature prioritize funding for sustained services
of the existing Mobile Crisis Teams (MCT) and the infrastructure needed for a Crisis
Stabilization Center which will provide comprehensive, appropriate, and immediate
provision of behavioral health services in Fairbanks, Alaska. The Alaska Mental Health Trust
Authority has partnered with and supported Fairbanks financially by funding a MCT and a
Crisis Now Coordinator for five years. It is imperative the state continues their evaluation
work to increase reimbursement rates to begin to reach the actual costs of these crisis
services.

The City of Fairbanks additionally requests that regulations of crisis stabilization centers
not be overly restrictive and burdensome, creating an environment where only the largest
operators in Anchorage have the ability to provide the full spectrum of crisis care. The goal
of the City of Fairbanks is to support a welcoming center in the least restrictive setting to
facilitate voluntary and involuntary admissions to relieve our first responders to include law
enforcement, emergency medical services, dispatchers, mobile crisis team, mobile
integrated health, and emergency service patrol.

To further address the unmet needs of behavioral health crisis, the City asks for continued
support for Foundation Health Partners' efforts to stand up pediatric behavioral health
inpatient services. The residents of Fairbanks need to know that assistance is available
when their family member is experiencing their worst day. The pain and suffering of families
and individuals struggling with a behavioral health crisis is greatly increased by being
forced to seek care over 350 miles away from their home and support. Itis a priority of the
City that we treat behavioral health crisis here in Fairbanks.

2026 Capital Priorities

e Provide $800,000 for Alaska Land Mobile Radio (ALMR) compliant radios
required by State of Alaska system upgrade.

Over the last decade, police and fire radios have been nearing the end of their service life.
Alaska Land Mobile Radio (ALMR), the digital radio service required by the State of Alaska,
requires upgrades to the infostructure and devices themselves. Several radios are past the
ability to receive these updates and will need to be completely replaced. Some radios are
broken and need to be repaired. According to ALMR, multiple police and fire vehicle and
portable handheld radios’ usability will expire by 2026.

Attachment to
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City of Fairbanks

Finance Committee Meeting Report
October 23, 2025

Committee Members Present: Margarita Bell
Joshua Church
Council Member Cleworth
Alesia Kruckenberg
Council Member Ringstad
Council Member Sprinkle
Michael Sanders

Committee Members Absent: None
Committee members greeted Mayor-Elect O’Neall.

Committee members reviewed the following reports as of September 30, 2025:
e General Fund Balance Sheet with a fund balance of $14.6 million
e Cash Flow Report with a balance of $24.1 million
e General Fund Revenues and Expenditures Report with revenues of $36.2 million and
expenditures of $32.9 million

Committee members discussed optimizing revenues from gaming activities. Committee members
requested a matrix on three proposed activities as follows: Adventure Passport Lottery (tourism
raffle), Green Up Raffle (variation of an ice classic), and Online Lottery. Committee members
will finalize this discussion at the next meeting.

The next Finance Committee meeting is scheduled for Thursday, November 20, 2025, at 7:00
a.m. in the Meeks Conference Room.
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