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Mayor Ardell . Brede

February 9, 2017

The Honorable Dan Hall .
Chair, Local Government Committee
Minnesota State Senate

3111 Minnesota Senate Building

95 University Ave W

St. Paul, MN 55155

The Honorable Patricia Torres Ray
Local Government Committee
Minnesota State Senate

2225 Minnesota Senate Building
95 University Ave W

St. Paul, MN 55155

The Honorable Jeremy Miller

Chair, Jobs and Economic Growth Finance
and Policy Commiittee

Minnesota State Senate

3107 Minnesota Senate Building

95 University Ave W

St. Paul, MN 55155

The Honorable Bobby Joe Champion
Jobs and Economic Growth Finance and
Policy Committee

Minnesota State Senate

2303 Minhesota Senate Building

95 University Ave W

Bt Paul, MN 55155

aCBESIER dray,,

The Honorable Tim O’Driscoll

Chair, Government Operations and
Elections Policy Committee

Minnesota House of Representatives
559 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155-1206

The Honorable Michael Neison
Government Operations and Elections
Policy Committee

Minnesota House of Representatives
351 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155-1208

The Honorable Patrick Garafolo

Chair, Job Growth and Energy Affordability
Policy and Finance Committee

Minnesota House of Representatives

485 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.

St. Paul, MN 55155-1206

The Honorable Tim Mahoney

Job Growth and Energy Affordability Policy
and Finance Commitiee

Minnesota House of Representatives

345 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155-1206
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The Honorable Julie Rosen
Chair, Finance Commitiee
Minnesota State Senate

3235 Minnesota Senate Building
95 University Ave W

St. Paul, MN 55155

The Honorable Richard Cohen
Finance Committee

Minnesota State Senate

2301 Minnesota Senate Building
95 University Ave W

‘8t. Paul, MN 55155

" The Henorable Roger Chambetlain
Chair, Taxes Commitiee
Minnesota State Senate

3225 Minnesota Senate Building
85 University Ave W

St. Paul, MN 55155

The Honorable Ann Rest

Taxes Committee

Minnesota State Senate

2217 Minnesota Senate Building
95 University Ave W

St. Paul, MN 55155

Commissioner Cynthia Bauerly
Minnesota Depariment of Revenue
600 North Robert Street

St. Paut, MN 55101

The Honorable Ken Brown
Chair, Olmsted County
Board of Commissioners
151 4th St SE

Rochester, MN 55904

Re: Destination Medical Center

February 15, 2017 Report

The Honorable Jim Knoblach

Chair, Ways and Means Committee
Minnesota House of Representatives
453 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155-1206

The Honorable Lyndon Cariscen Sr.
Ways and Means Committee

Minhesota House of Representatives
283 State Office Building

100 Rev. Dr. Martin Luther King Jr. Bivd.
St. Paul, MN 55155-1206

The Honorable Greg Davids

Chair, Taxes Committee

Minnesota House of Representatives
585 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155-1206

The Honorable Paul Marquart

Taxes Committee

Minnesota House of Representatives
261 State Office Building

100 Rev. Dr. Martin Luther King Jr. Bivd.
St, Paul, MN 55155-1208

Commissioner Shawntera Hardy

Minnasoia Department of Employment and

Econemic Development

18t National Bank Building

332 Minnesota Street, Suite E200
St. Paul, MN 55101-1351

Dear Senators, Representatives, Commissioners and Chairs:

Pursuant to 2013 Minnesota Laws, Chapter 143, Article 10 (the “Act’), the
Destination Medical Center Corporation {the “DMCC"} and the City of Rochester (the
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"City”) must jointly submit a report by February 15 of each year with respect to the status
of the Destination Medical Center initiative. On behalf of the DMCC and the City, we are
pleased to submit this report, setting forth the progress that has been made since the
last report, dated February 12, 2016.

As this report will illustrate, 2016 was an exciting year for the Destination Medical
Center initiative, as we pivoted from planning to the approval of public and private
projects and the consideration of several more projects in the pipeline for 2017. The
private investment, combined with Mayo Clinic's certified expenditures to date, indicate
that we will be on track in 2017 to exceed the $200,000,000 threshold in private
investment established by the Legislature before any state funding may occur. This
early success clearly underscores the legisiative intent to have the private investment

lead the way for this initiative,

I Destination Medical Center: In General.

A. Development Plan.

One of the primary goals of the Act was the adoption of a Development Plan. In
September 2013, the DMCC established specific goals and objectives for . the
Development Plan: to create a comprehensive strategic plan, and over the life of the
project, to stimulate over $5 billion in private investment that will be supporied by $585
millien in public funds, create 35,000-45,000 new jobs, generate $7.5 billion to $8.5
billion in net new tax revenue, and achieve the highest quality patient, visitor and

resident experience.

The Development Plan is the strategic framework for the Destination Medical
Center initiative, establishing a comprehensive business and eccnomic development
strategy. As described in the Act, the Development Plan must address several items,
including land use, transportation and infrastructure planning, market research, funding
pricrities, business and economic development and market strategies.

Upon making the findings set forth in the Act, including finding that the City had
approved the Development Plan, the DMCC adopied the Development Plan on April 23,
2015. The Development Plan is posted on the DMCC website: www.dmc.mn.

B. Website.

The DMCC's website is: www.dmec.mn. The website contains the regular
meeting schedule, meeting agendas, minutes and other information on DMCC activities
and activities of the Destination Medical Center Economic Development Agency (“DMC
EDA"). The City's website, www.rochestermn.gov, also has a link to the DMCC website.

1. Specific Elements Reguired o Be Included in the Report.

The Act requires that certain elements be included in this annual report, Some of
what is presented here has been referenced above. ‘
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A “The Development Plan and any proposed changes to the Development
Plan.”

The Development Plan was adopted on April 23, 2015. It can be found at the
DMCC website: www.dme.mn.

The DMCC approved a modification to the Destination Medical Center
Development District, the geographic area in the City of Rochester in which public
infrastructure projects are implemented. That modification is attached as Exhibit A.

B. “Progress of projects identified in the Development Plan.”

According to the Act, a project must be approved by the DMCC before it is
proposed to the City. The DMCC must review the project proposal for consistency with
the adopted Development Plan. Since the adoption of the Development Plan on
April 23, 2015, three projects have been approved by the DMCC.

The first project involves the historic Chateau Theatre Building, located in the
development district boundaries and in the “Heart of the City” district as described in the
Development Plan. The DMCC approved the acquisition of the Chateau Theatre
Building by the City in the purchase price amount of $6,000,000, of which Mayo Clinic
contributed $500,000. The acquisition of this historically-designated landmark is
considered key to the planning and enhancement of the Heart of the City district. The
City, DMCC and Mayo Clinic have agreed to work cooperatively to determine the best
use of this building and a comprehensive planning process and feasibility study is
currently underway.

The secaond project approved by the DMCC is the Broadway at Center project,
located within the development district boundaries and in the “Downiown Waterfront”
district as described in the Development Plan. This mixed-use project includes a 264-
room hotel, restaurants, a skyway, and a five level parking ramp with 630 spaces. The
project is expected to generate approximately $125 million in private investment and
create 200-250 jobs.

The third project approved by the DMCC is known as the Alatus Project, located
on 2™ Street SW. This project required a modification of the Development District, and
is located in the “Saint Marys” district as described in the Development Plan. This
mixed-use project Involves the construction of an approximately 327,965 square foot,
thiteen level commercial and residential complex. It will include 347 market-rate rental
units, create 240 jobs and is expected to generate $115 million in private investment.

Finally, there are several other projects underway in the initial stages of planning,
and are expected to come to fruition in 2017. The status of these projects will be

reported in a future annual report.

In addition to the approved projects noted above, the DMCGC and the City have
approved a Capital Improvement Plan (“CIP”) for 2017. Projects identified in the 2017
CIP are as follows:
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3 Street SW Reconstruct/Design
Broadway at Center Devefopment

$51 12 Avenue Sewer Capacity

882 Cooke Park Sewer Capacity

Broadway at Center Ramp

Parking and Travel Demand Study

City Loop Plan
Transit/Transportation/Infrastructure Management
Transit Circulator Study

Heart of the Cily Public Realm Study
Chateau Theatre Re-Use Study

Downtown Street Use and Operations Study

© PN e o s e N
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C. “Actual costs and financing sources, including the amount paid under
Minnesota Statutes Section 469,47, and required local contributions of projects
completed in the previous two years by the DMCC, City, Olmsted lCountv and Mavyo.”

1. Through December 31, 2016, no State Infrastructure Aid or State
Transit Aid has been received.

2. Actual costs paid by the City from commencement through
December 31, 2016 have totaled $19,077,618, based on yearend
unaudited costs. The funding source has been City internal borrowing,
which will be repaid by the City’s 0.25% DMC sales tax.

3. Out of pocket cosis incurred by Olmsted County through
December 31, 20186 total $1,500,000.

4, All operating costs for the DMCC through December 31, 2016
have been funded by the City of Rochester.

5. The 2017 operating and capital improvements budget for the
DMCC totals $14,427,642. Of this amount $3,000,000 will be provided by
Olmsted County from its 0.25% DMC sales tax. The remaining
$11,427,642 is to be provided by the City of Rochester from a variety of

City funding sources.

8. Mayo Clinic has provided $500,000 in 2016 for the Chateau
Theatre project described in Section Il B.




February 8, 2017
Page 6

7. Additionally, Mayo Clinic has supported the DMC EDA both
financiafly and with in-kind contributions. In 2018, Mayo Clinic’s support
to the DMC EDA was in the amount of $235,000.

With respect to private projects, the Act requires that DEED must ceriify that
$200,000,000 of private invesiment has been made before any state funding may be
paid. Mayo Clinic certified $85,708,731 in qualified expenditures for the Destination
Medical Center initiative in 2015. When added to Mayo Clinic’s qualified expenditures in
2013 and 2014 in the amount of $46,210,615, the total Mayo Clinic qualified
expenditures through December 31, 2015 equal $131,919,346. Inh addition, there were
ather private (non-Mayo Clinic) qualified expenditures in the amount of $20,487,686.
The Act requires that an annual certlification of private investment by Mayo Clinic or
other private investors be made to DEED by April 1 of each year. It is expected that
additional private (non-Mayo Clinic) qualified expénditures and additional Mayo Clinic
qualified expenditures for calendar year 2016 will be submutted in connection with the
April 1, 2017 filing to DEED.

Aitached is the annual certification of private investment that was submitted to
DEED on March 31, 2018 (Exhibit B), as well as the DEED certification, dated July 13,
2016 (Exhibit C).

D. "Estimated costs and financing sources for projects fo be started in the
next two vears by the DMCC, City, Olmsted County and Mayo.”

The Development Plan sets forth a framework and examples of projects that may
be considered for funding in the next several years. Each project will be approved on an
individual basis. See also the response to “B” and "C,” above.

E. “Debt service schedules for all outstanding oblinations of the City for debt
issued for projects identified in the plan.”

The City has provided the funding required for approved projects thus far, and no
debt has been issued as yel. .

Thank you for your consideration of this annual report. On behalf of both the
DMCC and the City, we welcome your comments or questions. We look forward to

'Gantmuat# W@SE AT DE' slination Medical Center initiative in 2017.
j :‘1: g i

Tina F. Smith, Chair Ardeli F. Brede, Mayor

Destination Medical Center Corporation City of Rochester

Enclosures

cc: Legislative Reference Library

B67428-6,D0C
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EXHIBIT B

DESTINATION MEDICAL CENTER CORPORATION
201 4th St. SE.
Rochester, Minnesota 55904

March 31, 2016

Katie Clark Sieben

Commissioner

Minnesota Department of Employment and Economic Development
1%t National Bank Building

332 Minnesota Street, Suite E-200

Saint Paul MN 55101-1351

Dear Commissioner Sieben:

On behalf of the Destination Medical Center Corporation ("DMCC”) and Mayo
Clinic, I am pleased to forward the following materials for the April 1, 2016 certification,
pursuant to Minnesota Statutes Section 469.47, Subdivision 2;

1. DMCC Certification: | enclose the DMCC cettification of expenditures
made by an individual or entity, other than Mayo Clinic, for the period of
July 1, 2013 through December 31, 2015, The City of Rochester,
Minnesota, assisted with the compilation of this report. The amount of
expenditures set forth in this report is $20,487 ,686.

2. Mayo Clinic Certification: | enclose correspondence and accompanying
materials from Jeffrey W. Bolton, Vice President of Administration at Mayo
Clinic, dated March 31, 2016. Mayo Clinic is certifying expenditures for
the peried of January 1, 2015 through December 31, 2015 in the amount
of $85,708,731.

3. Summary of Expenditures; The summary page entitied “Certification of
Expenditures, Destination Medical Center" sets forth total cumulative
expenditures through December 31, 2015, in the amount of $153,789,385.




Commissioner Katie Clark Sieben
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Thank you for your consideration, and please do not hesitate to contact either
DMCC or Mayo Clinic if you need further information. We look forward to continuing to
work with the State of Minnesota, City of Rochester, Oimsted County, Mayo Ciinic, and
our other partners on the Destination Medical Center initiative.

Sincerely,

Tina F. Smith
Chair
Destination Medical Center Corporation

Encl.
cc:  Destination Medical Center Corporation Board of Directors
Jeffrey W. Bolton, Mayo Clinic

833403-1.00C




Building Permits within PMC Boundary

{Doss not include Mayo Projects)

{Updated 3-16-2016 to omit public buildings)
Quarters Completed

2013 3rd $829,770
ath $2,495,795
2014 1st $7,036,528
2nd $2,106,466

3rd $2,754,403

4th $3,383,504
2015 1st $868,500
2nd $490,000

3rd $424,085

4th $98,635
$20,487,686
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MAYQO 200 First Street SW

CLINIC Rochester, Minnesota 55905
e 507-284-2511

mayociinic.org

March 31, 2016

Katie Clark Sieben

Commissioner

Minnesota Depariment of Employment and Economic Development
Ist National Bank Building, ‘

332 Minnesota Sweet. Suite E-200

Saint Paul, MN, 55101-1351

Dear Commissioner Sieben:

Attached with this leiter is Mayo Clinic’s certification of qualified expenditures of the medical business entity for the
Destination Medical Center (DMC) initiative for the period starting January 1,2015 and ending December 31, 2015,
The amount of qualified investment for this report is approximately $85.7 million.

Overall, Mayo Clinic expended more than $250.0 million on capital projects and equipment in Rochester in calendar
year 2015. Major projects contributing to itinclude: Domitilla 3 Modernization, Saint Marys Mary Brigh East Bed
Tower Expansion and addition to Superior Drive Support Center. Again, Mayo Clinic is taking a conservative
approach this year when counting eligible investments and expenditures for purposes of meeting the DMC investment

thresholds.

We look forward to working with the State of Minnesota, City of Rochester, Olmsted County and other stakeholders
to strengthen our economy and further strengthen Minnesota's position as the warld’s premiere destination medical

center.

Thank you.

Jefirey W. Bolton
Vice President, Administration
Mayo Clinic

ce: Kevin McKinnon, Deputy Commissioner Economic Development,
Minnesota Department of Employment and Economic Development
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Certification of Expenditures

Destination Medical Center

For Calendar Year 2015
Due to Commissicner of Employment and Economic Develapment (DEED) by April 1

Pursuant to Minnesota Statutes, Section 468.47, the Medical Business Entity and the Destination Medical Center
Corporation {DMCC) Board of Directors {assisted by the City of Rochester) respectively submit to the Department of
Employment and Economic Development (DEED) the following expenditures that relate to the Destination Medical
Center (DMC) Development for the calendar year 2015, and the information required to support the approved
methodology provided in the City of Rochester/Commissioner of Employment and Economic Davelopment State
Infrastructure Ald Agreement (State Infrastructure Ald Agreement).

Expandituras Reported Thls Year . )
Total Expenditure Reported This Year by Medical Business Entity’ $66,708,731
Total Expenditure Reported This Year for individuals and other private entities'? $20,487,686

TOTAL Expenditures This Year $106,196,417

Cumulatlve Expenditures
Cumulative Previous Expenditures $46,210,615
Previous Qualified Expenditures {minus $200,000,000 Required Initial Investment) {$153,789,385)
TOTAL Expenditures This Year {from above) $106,196,417
Cumulative Qualified Expenditures as of 12/31/15 {$47,592,968)

State Ald Qualified for this Year {local government match also required)
General State Infrastructure Ald Qualitied for (Cum. Qual. Exp. multiplied by .0275)
State Transit Aid Qualified for (multipiied by .0075)

By providing my signature below, 1 cerlify that the information state hereln, o the best of my knowledgs, is accurate,
frue, and complies with the provisions of Minnesota Statutes, Section 469.47 and the approved methodology as

outlined in the State infrastructure Ald Agreement.

For Expenditures by the Med!cal Business Entity:
|G Ca,..,f /!\ g ¥ e0lb
Mayo Clinic Chlef Financial Officer Y/ Date
For a!i ?}ger Expenditures: =,
f’/w - 5-30-20/b

Ddstination Medicél'Cenier orpofatfun . Date

+

| Expenditures need to be after June 30, 2013
2 Private expenditures for the period of July 1, 2013 - December 31, 2015, afier adoption of the Development Plan.

Cerlain additional expenditures for this time period are currently under digcussion with DEED, and may be
included in the certification for calender year 2016.

832238.POF




*" Department of Employment ant! Ezonomlc Development

duly 13, 2016

Ardell F, Brede, Mayor

City of Rochester

201 4™ Street SE ~ Room 281

Rachester, MN 55904-3782 e .

- Dear Mayor Brede:

Thank you for submitting the 2015 Certification of Contributions for Destination Medical Center (DMC).
We are exclted to assist Wlth this initiative to make the Mayo Cilnic, Rochester, and Minnesota a premier
- medlcal destination. . :

Your certlflcatlon listed $9,846,771.68 in city contnbuttons between luly 1, 2013 and Decemher 31
2015. You prowded a detailed listing of 765 expenditures, These expenditures consisted-of direct DMC
‘expenses paid by the city as well as DMC Corporation and DMC Economic Development Authority -
expenses paid for by the mty From that list, DEED raridomly selected 17 expenses for review. We
reviewed invoices, payments and city payroll files for accuracy and eligibility. :

.Additionally, the city provided DEED with an independent third party report from Clifton Larson Allen
stating the law and procedures for certifying contributions are being followed properly. '

‘While the amount of ybur contributions qualifies you for $25.1 million, expenditures from Mayo Clinic
and others has not surpassed the minimum $200 miilion. Your contributions will be credited towards

future years.

“Thank you again for your efforts on this groundbreaking economic develop‘meﬁt effort.

Tina Smith, Chair of Destination Medical Center Corporation

Jeff Bolton, Chief Administrative Officer Mayo Clinic

Patricia Simmons, Chair of Economic Development Agency Board of Directors
Lisa Clarke, Economic Development Agency Executive Director

Economic Development Division
1st National Bank Building M 332 Minnesota Street, Suite E200 B Saint Paul, MN 55101-1351 USA W www.mn.gov/deed

Toll Free: 800-657-3858 M Phone: 651-259-7114 B Fax: 651-296-5287 B TTY: 651-296-3900
AN EQUAL OPPORTUNIFY EMPLOYER AND SERVICE PROVIDER

FERLTESY- N R AN




Department of Employiiient and Economic Development”
July 13, 2016

Tina Smith, Chair

" Destination Medical Center Corporatlon
4720 West Lake Harrlet Parkway
aneapolrs, MN 55410

Jeff Bolton; Chlef Admmistratwe Offlcer
-Mayo Clinic - .
200 First Street SW
Rochester, MN 55905
" Dlear Ms. Smith and Mr. Bolton:

Thank you for submi’f’ci'ng the 2015 Cerfifi‘cation of Expenditures for Destination Medical Center {DMC).

“We are excited to assist with this anltiatwe to make the Maya Cllmc Rochester, and Minnesota a premier

medical destmatlon

Your certlflcatlon hsted $85,708,731 in Mayo Clinic expend|tures and $20 487, 666 in other expend|tures
The Mayo Clinic provided DEED with information on all invoices and payments to account for their
certlﬁcatlon amount. They also provided an independent third party report from RSM US LLP stating the
law and procedures for certifying expenditures which are being followed properly. Additianally, DEED

- staff reviewed invoices and payments in your certification. We selected 62 of your listed expenditures
totaling moie than $8.5 million, We selected one expenditure from each of the 62 projects listed. Al
invoices for the selected expenditures were on file and payments were made in a timely fashion. DEED
staff also confirmed that all projécts had building permits after June 30, 2013. DEED acknowledges the
expenses and payments met gwdelmes and the internal accountmg and audltmg system the Maya Clinic

has in place is sufficient.

Additionally, the DMCC and the City of Rochester provided DEED with'a list of 100 construction permits
that were filed to account for the 520,487,666 in other expendltures DEED randomly selected 10
_permits and was provided the permit applicatzon, parmit, project closeout, and map of projects. From
this Informatlon, DEED confirmed the pro;ects values, dates, ellgibmty, and completlon. :

" As requwed by law, | have determlned that the amount of 2015 Destination Medlcal Center
expendltures is $106,196,397 as you certified. DMC cumulative expenditures are now $152,407,012. The
$200 million cumulative expenditure threshold has not been met and the state will not he investing
funds for public infrastructure or transit thls vear. The expendltures will be cred!ted towards future

years for this purpose.

Thank you ag'ain foryour efforts an this gro ur;dbreaiking’ economic development effort. ’

. - Economic Development Division
st Natlonal Bank Building ! 332 Minnesota Street; Suite E200 B Saint Paul MN 55101 1351 USA B www, mn gov/deed

_Toll Free; 800-657-3858 B P.hone:v_BSj -259-7114 B Fax: 651-296-5287-8 TTY:_ 651-296-3900
- AN EQUAL OFFORTUNITY EMPLOYER AND SERVICE FROVIDER,




N APatncua Simmons, Chair of Economlc Deve{opment Agency Board of Darectors :

Lisa Clarke, Economic Development Agency Executive Director
Gary Neumann, City of Rochester :



