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TERM SHEET: HK DEVELOPMENT GROUP, LLC 

 

REDEVELOPMENT AGREEMENT 

  

The purpose of this term sheet is to outline the general terms under which the Stillwater Economic Development 

Authority, a public trust (“SEDA”) and HK Development Group, LLC, an Oklahoma limited liability company 

(“Redeveloper”) intend to enter into a Redevelopment Agreement (“Redevelopment Agreement”) pursuant to which 

SEDA will provide assistance in development financing to the Redeveloper for the proposed redevelopment 

pursuant to the Stillwater (Re)Investment Plan (A Stillwater Downtown/Campus Link Project Plan) (“Project 

Plan”). Neither this term sheet nor any oral representations or promises create a binding commitment on the part of 

either party; a legally binding commitment will result only from the delivery of definitive and mutually acceptable 

legal documentation approved by the Board of Trustees of SEDA and executed by both parties. 

  

Redevelopment:  

Redeveloper proposes to make a $28,295,306 investment to build and equip a new hotel comprised 

of approximately 104,000 square feet and a four-level structured parking garage on real property 

located at 416 W. Maple Street, Stillwater, Oklahoma and 113 S. West Street, Stillwater, Oklahoma 

(collectively, “Property”) which upon completion will be operated as a hotel and convention center, 

as follows: 

 

Hotel: a hotel to be operated under a nationally recognized hotel brand and flag containing 

approximately 85,000 square feet, consisting of 125 guest rooms and appropriate support facilities 

including restaurant, lounge or bar, supporting back-of-house facilities, and food preparation areas, 

as well as other supporting amenities, including pool and fitness room.  The hotel brand and flag 

shall use an acceptable national registration system and meet other requirements satisfactory to 

SEDA.  The identity of the hotel and flag shall be approved by SEDA. 

 

Convention Center:  a convention center facility containing approximately 20,000 square feet of 

flexible meeting space and support space, capable of hosting multi-day meetings for large groups 

and large banquet events, including ballroom, boardrooms and breakout rooms, configured in a 

manner to be approved by SEDA, together with appurtenant facilities and amenities normally 

associated with a high-quality convention center.  

 

Parking Garage:  structured parking comprised of 150 parking spaces, which will be available to 

hotel guests and the general public for attendance at meetings, banquets and other events.  

 

Commencement:  

Construction of the Redevelopment shall commence by January 31, 2022. 

 

Completion: Construction of the Redevelopment shall be completed, as evidenced by a full and final certificate 

of occupancy, by June 30, 2023.  A Completion and Performance Guaranty ensuring the timely 

completion and payment of all of the Redeveloper’s costs associated with construction of the Hotel 

and Convention Center shall be provided. 

 

Evidence of Financing 

And Acquisition:  

Redeveloper shall submit evidence, reasonably satisfactory to SEDA, of: (1) the Redeveloper’s 

equity capital and financing commitments necessary for the construction of the Redevelopment, 

and evidence of its capacity to perform all other obligations hereunder; and (2) its fee title to the 

Property.  
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 Public 

Assistance:  

 SEDA will provide the Redeveloper upfront assistance in development financing in the amount of 

$6.2 million to support the Redevelopment, which will be disbursed to Redeveloper after all 

conditions precedent set forth in the Redevelopment Agreement have been satisfied. The $6.2 

million in assistance in development financing, plus interest, will be repaid by the sales, business 

property, real property tax, and fifty percent (50%) of the hotel tax incremental revenues generated 

by the Redevelopment (i.e., 2% of occupancy charges), which will be enhanced and secured by a 

minimum annual payment in lieu of tax (PILOT) obligation in the amount of $427,726.00.   

 

 For a period of ten (10) years after issuance of the certificate of occupancy for the Hotel, SEDA 

agrees in order to protect the public investment that assistance in development financing will not 

be made available to a competing hotel-convention center development with convention center 

space of similar size. 

 

Public  

Improvements: 

 Redeveloper is required by the City’s Land Development Code and Standards to improve three 

streets adjacent to the Redevelopment:  Maple Street, West Street and Duck Street, to relocate 

electrical utility infrastructure, and to make water and sewer improvements. SEDA agrees to pay 

for the cost of these road improvements, the electric utility relocation, and the water and sewer 

improvements, which is currently estimated to cost $2 million, in further support of the 

Redevelopment at no cost to the Redeveloper.   

 

Operating 

Covenant:  
 Redeveloper will cause the Redevelopment to be continuously and fully operated 24 hours per day, 

seven days a week, consistent with the Hotel Standards and as set forth herein for a period of not 

less than twenty (20) years from Completion.   As used herein, “Hotel Standards” means that the 

Redeveloper shall operate the Hotel so that it meets the overall standards of at least a three-star 

lodging establishment, as defined by the Forbes Travel Guide, or of at least a three-diamond hotel, 

as defined by the AAA Diamond Ratings, or if those rating services are not in use, at an equivalent 

level used by an alternative nationally recognized hotel rating service. 

 

Covenant  

Agreement:  

 Redeveloper will execute a Covenant Agreement requiring a minimum annual payment in lieu of 

taxes, commencing on December 31, 2023, in the amount of $427,726.00 (“Minimum Annual 

Payment”), less credits (“Credits”) in the sum of: (a) all real and personal property taxes assessed 

and paid on the Property; (b) two percent (2%) of the annual taxable sales of the Redeveloper 

payable to the City of Stillwater, and (c) fifty percent (50%) of the hotel tax generated by the 

Redevelopment (i.e., 2% of occupancy charges) payable to the City of Stillwater, which Minimum 

Annual Payment shall be paid each year for a period of twenty (20) years or until such time as the 

assistance in development financing and interest thereon is paid in full (“Minimum Annual 

Payment Period”).  All incremental revenues will be available to SEDA for eligible project costs 

in accordance with the Project Plan.  Immediately following the recording of the deed conveying 

the Property to the Redeveloper, and before the recording of any other financing documents against 

the Property, the Covenant Agreement, in form and substance provided by SEDA, shall be recorded 

in the land records of Payne County, Oklahoma, as covenants running with the land pursuant to 

which the Redeveloper and its successors and assigns shall be bound by the terms of the Covenant 

Agreement, including the obligation to pay, or cause to be paid, the Minimum Annual Payment; 

provided, however, SEDA shall subordinate to the approved lender any portions of Minimum 

Annual Payment under the Covenant Agreement which are not imposed by any taxing authority. 
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Reserve   

Agreement:  

 Redeveloper will execute a Reserve Agreement, in form and substance as required by the Authority, 

pursuant to which the Redeveloper’s lender shall collect funds on a monthly basis from the 

Redeveloper, in the form of cash, in an amount sufficient to pay the Minimum Annual Payment 

obligation established in the Covenant Agreement. 

 

 

Note and 

Mortgage:  

 Redeveloper shall deliver a Promissory Note in the principal amount of $6.2 million together with 

such other collateral security documents relating to the Property and the Redevelopment as may be 

required by SEDA, subject to subordination as provided above. 

 

Function Space 

License 

Agreement:  
 Redeveloper and SEDA shall execute a Function Space License Agreement pursuant to which 

SEDA, the City and other authorized individuals and entities shall have the irrevocable right and 

license to reserve and use the convention center meeting space, ballroom, pre-function space and 

boardroom, together with rights for supporting occupancy reservations for certain City-wide and 

other events, on terms and conditions set forth therein.  In consideration of the significant assistance 

in development financing provided by SEDA in support of the Redevelopment, SEDA shall be 

entitled to: use of the ballroom three (3) days per calendar year and use of the meeting rooms six 

(6) days per calendar year, for public (community) events, subject to availability at the time the 

reservation is made.  In the event function space is not available at the times requested by SEDA, 

Redeveloper will provide suggested alternate times of comparable utility to SEDA when the 

function space is available.  SEDA shall reserve function space not earlier than thirty (30) days 

prior to the desired date, provided, however, that one (1) time per calendar year, with respect to the 

ballroom and pre-function space, and two (2) times per calendar year with respect to the board 

room, SEDA may make reservations up to one hundred eighty (180) days in advance. SEDA and 

Redeveloper shall work together in good faith to resolve any conflicts in reservations for function 

space. Redeveloper may adopt reasonable requirements or procedures pertaining to reservations 

made by SEDA and assign specific function space rooms, in consultation with SEDA, appropriate 

to scheduled events. 

 

Submission  

of Plans:  
 Redeveloper shall submit design and construction documents for review and approval by SEDA.  

 

Taxes:  
 Redeveloper shall pay when due all sales taxes, real estate taxes, and assessments on the Property. 

 

Use  

Restrictions:  

 Redeveloper shall operate the Redevelopment as a hotel for the accommodation of guests, 

convention center for meeting, banquet and similar purposes, and structured parking, together with 

related retail shops, restaurants and such other amenities as are consistent with the Hotel Standards. 

The Redevelopment shall be subject to certain prohibited uses as set forth in the Redevelopment 
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Agreement. The Redeveloper shall have no right to convert the use of the Redevelopment or any 

portion thereof. 

 

 

Prohibition 

on Transfer:  
 During the Minimum Annual Payment Period, Redeveloper shall not, without prior written 

approval by SEDA, make any total or partial sale, transfer, conveyance, assignment or lease of the 

Property.    

 

Any change in the hotel brand or flag must be approved in writing by SEDA, which will not be 

unreasonably withheld if a like-kind hotel brand and flag is selected and the Redeveloper can 

demonstrate that the hotel will continue to be operated in a manner that satisfies or exceeds the 

Hotel Standards. 

 

Upon the expiration or termination of the approved franchise agreement, Redeveloper shall notify 

SEDA. Redeveloper shall promptly submit for SEDA’s approval the proposed nationally 

recognized hotel brand and flag to continue operations of the Hotel.   Should the Hotel cease to be 

operated in a manner that satisfies or exceeds the Hotel Standards, SEDA may declare a default 

and demand payment in full of all outstanding payment obligations due and owing to SEDA by the 

Redeveloper.    

 

Reports:  
 During construction, Redeveloper shall provide monthly status reports of all development costs 

paid and maintain a record of all sales and use taxes paid to the City of Stillwater on construction 

materials and personal property purchased for the Redevelopment.  Thereafter, Redeveloper shall 

maintain a record of all sales taxes generated at the Redevelopment. 

 

These terms are contingent upon the following: 

 

1. Redeveloper’s submission of an Application for Assistance in Development Financing to the City Manager 

in form and substance as required by the Implementation Policy Guide. 

2. A recommendation by the Implementation Policy Committee after its review of the application for 

compatibility with the Project Plan, the City’s Land Development Code and Standards, evaluation of the 

qualifications of the Redeveloper, including financial capacity and experience. 

3. Redeveloper’s submission of a franchise agreement with an approved national hotel brand. Redeveloper 

shall provide SEDA with all amendments to the franchise agreement. 

4. Redeveloper’s submission of evidence of financing, capacity to perform its obligations hereunder and 

Redeveloper’s fee title to the Property, in form and substance satisfactory to SEDA. 

5. Approval by SEDA of the schematic design studies, design development documents, and construction 

documents for the Redevelopment, and such other information as may be requested by SEDA. 

6. Approval by SEDA of the construction contract(s) for all improvements to the Property. 

7. City’s adoption of a resolution supplementing the method for determining the sales tax increment to include 

fifty percent (50%) of the City’s hotel sales tax (i.e., 2% of occupancy charges) generated by the 

Redevelopment. 

8. SEDA to deposit $6,200,000 with Redeveloper’s lender.  Funds to be used for the acquisition of subject 

property and construction of the proposed redevelopment.   

9. Approval by SEDA of a proposed Redevelopment Agreement, including the Redeveloper’s obligations and 

the terms of development financing assistance as outlined in this Term Sheet. 

10. Execution of the Reserve Agreement by SEDA, Redeveloper and its lender. 

11. Execution of the Covenant Agreement by Redeveloper, to be recorded before the recording of any other 

financing documents against the Property, provided, however, SEDA shall subordinate to the approved 
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lender any portions of minimum annual payment under the Covenant Agreement which are not imposed by 

any taxing authority.  

12. Execution of the Redevelopment Agreement by the Redeveloper and SEDA.  

13. Redeveloper’s execution of the Note securing Redeveloper’s payment obligations to SEDA. 

14. Financing approvals by the City Council of Stillwater. 

15. Approval by the Oklahoma Department of Commerce of the City’s Application for State Local Government 

Matching Payments pursuant to the Oklahoma Local Development and Enterprise Zone Incentive Leverage 

Act. 

Please indicate your agreement with the foregoing by executing this Term Sheet where indicated below.    

 

Approved by the Redeveloper this ________ day of November, 2021. 

 

Redeveloper:     HK Development Group, LLC, 

     an Oklahoma limited liability company 

 

 

By:  ______________________________ 

      Hamid Khoshroo, Manager  

 

Approved by SEDA this 15th day of November, 2021. 

 

SEDA:     STILLWATER ECONOMIC DEVELOPMENT AUTHORITY, 

     a public trust 

 

 

By: ______________________________ 

          William H. Joyce, Chairman 

ATTEST: 

 

(SEAL) 

 

____________________________ 

Teresa Kadavy, Secretary 

  

 

APPROVED as to form and legality this ______ of November, 2021. 

   

    ______________________________ 

     Dan Batchelor, Special Counsel  

     for Economic Development  


