PROJECT PLAN
for
TAX INCREMENTAL DISTRICT NUMBER 13
CITY OF RACINE
(State & Main)

City Plan Commission
of the
City of Racine
Wisconsin

Prepared by
Department of City Development

in conformance with the provisions
of Section 66.1105, Wisconsin Statutes,
as amended.

APPROVALS:
City Plan Commission: December 28, 2005
Common Council, City of Racine: January 17, 2006

Standing Joint Review Board: January 27, 2006



TABLE OF CONTENTS

L. DESCRIPTION OF PROUJECT ....cucoiiinivssnissssnsnssssesssssesssssssssssessesssssssssesosssssssssssssossssssasssssssssssssmsessssssssssssssesers 2
ALINTRODUCTION ...ttt bbbt 1 bt sttt s ns st s sttt st e eeneeees e eenes 2
B. DISTRICT BOUNDARIES .......coouiuiiiiitisiaiiteitsetss e sssssss st ss s bbbt ss st sa s e e seens ettt essstnsessesee e eneseeeeesenes 2
II. PLAN PROPOSALS.......... . reeetestereer ettt eb RS e RS b SRR SR e b SRS NSRS bSO L S UL eSO S bt e et e R e s e bt sheneenerberas 3
A, STATUTORY REQUIREMENTS .....couiiiiiereniiteteseseisesisssstsssesesaseesessesessassesetssasesesesestseseesesesesssessssssssesesosssesseessesesseoons 3
B. COMPLIANCE WITH STATUTORY REQUIREMENTS .........v.eeivveeeeereeeseeteeeeseeesessteteseseseseseesesesssessassssssssssssssesessseseeeos e 3
1."Statement of the Kind, Number, and Location of All Proposed Public Works or Improvements.".............ccoo........ 3
2."Detailed List of EStimated Project COSIS™ ............cocvouiiiiinmnenrneesisiossoes s oseseeses e et eoseseeeeses s 4
3. "Description of Timing and Methods of FIRANCING " .............c.c..cccccouviviveeoroeeeeeeceeeeeeeeeeeeeeeeeeeee st 5
4. "Economic Feasibility STUAY"..............cocoueurrioeieieiee e eeee e es et ev et es et ees et ee e et 6
3. "Map Showing Existing Uses and CORGILIONS " ................ccceurvvvevieeeeeeeeoeeeeeeeeeeeeee e eeeee e ee et eeee e 6
6. "Map Showing Proposed Improvements ANd USES™ ..............ccococvmvooeereeeeeeeeoeeeeeeeeeeeeee v s 6
7. "Proposed Change of Zoning Ordinances, Master Plan, Building Codes and City Ordinances”.............c......... 6
8. "Proposed Method for ReIOCAIION..............cccccovuimiiieiiveeieeoeeeeeeeeeeeee et eeeeeee oo s 7
9. "Statement Indicating How District Creation Promotes Orderly City Development” ............oooveeeeerevoeeereerrn 7
10. "Opinion of the City AHOTREY" ..........ccooiovimieiirieseee oot eeeee s et es e ee e e s st s et e e e 7
EXHIBITS ...oniiiiiiitit ettt erte s sebe s e e ae b e s s e ettt e s besssnesensbenesesssasesressnssansnsseeennns 8



I. DESCRIPTION OF PROJECT

A. Introduction

Wisconsin state law allows cities and villages to create Tax Increment Districts
(TIDs) to provide financial assistance for new development and redevelopment. In TIDs
the expense of public improvements and other redevelopment activities that are essential
for the new development may be paid with the property taxes resulting from the new
development. Over the years, Racine has created a number of TIDs. The City of Racine
now proposes to use the Tax Increment Law to provide financing for the redevelopment
of 141 Main Street, a former brownfield property. The redevelopment project proposes
the construction of a four-story mixed use building on the site that will include 23
condominium units on the fourth floor, 84 apartments on the first, second and third floors,
and 17,000 square feet of ground floor retail space.

Section 66.1105(4)(d), Wisconsin Statutes, requires the "preparation and adoption
by the planning commission of a proposed project plan for each tax incremental district."
This project plan is submitted in fulfillment of this requirement and the related provisions
of section 66.1105, Wisconsin Statutes.

B. District Boundaries

Tax Incremental District Number 13 (TID 13) is composed of one parcel that is
located in the northern part of Racine’s downtown, near the Root River. The District is
shown on Map No. 1, “Project Area Boundary,” and described more precisely as follows:

Begin at a point which is the intersection of the center line of Lake Avenue and
the south line of State Street, travel thence; westerly along the south line of State
Street to the west line of Main Street travel thence; northerly along said line to a
point 63.5 feet north of the north line of Second Street, travel thence; easterly 359
feet more or less to a point 213.88 feet north of the north State Street travel
thence; southerly to the point of beginning of this description. Said land being in
the City of Racine, Racine County, Wisconsin.

As required by the TID Law, the area consists solely of whole units of property
“as are assessed for general tax purposes and which are bounded on one or more sides by
railroad rights-of-way, highways or rivers.” Additional information regarding the property
is provided in Exhibit 1, “Property Characteristics.”

The District contains property totaling approximately 1.3 acres. The entire District
is “blighted” and “in need of conservation and rehabilitation”. Exhibit 1 illustrates how
the property in the District meets the statutory criteria for Tax Incremental Districts.



District is an overlay on two existing Tax Incremental Districts, TID No, 6 and
TID No. 7. Maps 7 and 8 illustrate the location of this District within those existing
Districts.

II. PLAN PROPOSALS
A. Statutory Requirements

Section 66.1105(4)(f), Wisconsin Statutes, requires that a project plan for a Tax
Incremental District as adopted by a planning commission and submitted to the local
legislative body shall include:

"... a statement listing the kind, number and location of all proposed public works
or improvements within the district or, to the extent provided in subsection (2)(f)1.k.,
outside the district, an economic feasibility study, a detailed list of estimated project
costs, and a description of the methods of financing all estimated project costs and the
time when the costs or monetary obligations related thereto are to be incurred. The plan
shall also include a map showing existing uses and conditions of real property in the
district; a map showing proposed improvements and uses in the district; proposed
changes of zoning ordinances, master plan, if any, map, building codes and city
ordinances; a list of estimated non-project costs; and a statement of a proposed method
for the relocation of any persons to be displaced. The plan shall indicate how creation of
the tax incremental district promotes the orderly development of the city."

The plan shall also include an opinion of the City Attorney or of any attorney
retained by the City advising whether such plan is complete and complies with Section
66.1105(4)(f), Wisconsin Statutes.

B. Compliance with Statutory Requirements

The following statements, maps and exhibits are provided in compliance with the
statutory requirements.

1."Statement of the Kind, Number, and Location of All Proposed Public Works or
Improvements."

a. In January 2005, the firm of Gorman & Company informed the City of Racine that
it intended to construct a mixed commercial and residential development at the
intersection of State Street and Main Street. The development was to be a catalytic
development, consistent with the recently updated Downtown Plan. At that time, Gorman
& Company alerted the city that financial assistance would be needed for the project.
However, Gorman pursued sources of assistance from agencies other than the city and did
obtain affordable housing tax credits for residents 55 years of age or older for part of the
residential development.



Following further financial analysis, Gorman informed the city that the project
was not feasible without additional financial assistance. The city began negotiations with
Gorman that produced a termsheet for a development agreement under which the project
can proceed. The city approved the development agreement termsheet on [date]. The city
resolution and the termsheet are provided in Appendix A of this plan.

The termsheet provides for Gorman & Company to receive financial assistance in
the form of “pay as you go” tax increment financing. The City of Racine through the
Redevelopment Authority will pledge the tax increment resulting from the project to the
development for a period of 20 years, and will issue a Municipal Revenue Obligation
(MRO) contract to the Gorman & Company in the amount of $1.8 million. Gorman &
Company will use the MRO to secure private financing. These provisions are set out
more completely in the termsheet.

The proposed $1.8 million in financial assistance to Gorman & Company is to be
provided from the City of Racine through the Redevelopment Authority pursuant to the
provision of the Tax Increment Law in sec. 66.1105 (2) (f) 1. h., Wisconsin Statutes.

b. The number and location of the proposed public works and improvements are
shown on Map No. 6, titled “Proposed Improvements”, and are listed below:

1. Financial assistance to the developer of up to $1.8 million, but not more than that
amount or the actual increment resulting from the project over the period of 20 — 22
years.

2. Reconstruction of portions of Main Street and State Street adjacent to the project to

provide curb parking and pedestrian enhancements. Recently completed comparable work

on the opposite legs of the State and Main intersection has cost approximately $170,000.
2."Detailed List of Estimated Project Costs”

Table 1 provides a detailed list of the estimated project costs.



Table 1
List of Estimated Project Costs’

a. Municipal Revenue Obligation. $1,800,000
Street Improvements. $170,000
c. Other: administrative, professional, organizational $30,000
and legal.
Total Estimated Project Costs, excluding financing. $2,000,000
d. Financing. NA

3. "Description of Timing and Methods of Financing”
a. Estimated Timing of Project and Financing Costs

The Summary of Project Costs (Schedule "A" below) identifies the year in
which actual expenditures described in this plan are expected to be incurred. The
estimates presented are subject to change as actual circumstances during the project
execution period may require.

Schedule A

Estimated Timing of Project Costs*
Year Estimated Project Cost Cumulative Total
2006 $1,800,000%* $1,800,000
2007 $200,000 $2,000,000

*The Tax Increment Law has accounting and reporting requirements for active TIDs. The
city will charge to the district an estimated $609/year in the period from 2007-2028 for
these costs and an estimated $2,700 to close out the district

**This is the face value of the MRO to be issued to the developer in 2006. Increments
will be paid out throughout the life of the district.

b. Estimated Method of Financing Project Costs

Table 2 displays the funding sources for each of the proposed project costs
listed in Table 1. It distinguishes between project costs that will be recovered through tax
increment financing and “non-project” costs that are covered through other sources of

funds such as the developer’s resources, or state or federal grants, or project income.

As previously noted, the MRO commits the stream of tax incremental

' The City of Racine and Redevelopment Authority of the City of Racine reserve the right to
make only those improvements and to undertake only those activities that are deemed economically
feasible and appropriate during the course of project implementation and which are commensurate

with positive growth in the tax increment.
5




revenues to the project and will secure a loan arranged by the developer. As a result, the
City of Racine is not borrowing for the project and has no financing expenses related to

the district.
Table 2
Project and Non-Project Costs
Project Costs | Non-Project Costs Total
a. | Private Development — four NA $19,173,636 | $19,173,636
story mixed use building
b. | Municipal Revenue $1,800,000 NA $1,800,000
Obligation.
c. | Street Improvements. $170,000 NA $170,000
d. | Other: administrative, $30,000 NA $30,000
professional, organizational
and legal
Total Estimated Project $2,000,000 $19,173,636 | $21,173,636
Costs, excluding financing
e. | Financing: NA NA

4. "Economic Feasibility Study"

Exhibit 2 charts the District’s tax incremental revenue from 2007 through 2034,
the district’s maximum allowable lifespan under the TID Law. Increments are projected
based on the schedule for construction and sales of units in the developer’s proforma
statement, dated September 2005. Unit values were reviewed and judged to reasonable by
the Racine City Assessor. Conservative assumptions were applied to the forecast. In
particular, a declining tax rate, to reflect state imposed expenditure restraint, was

assumed.

Exhibit 2 forecasts that the TID will recover its costs by year 22, 2028, and can be

closed out at that time.

5. "Map Showing Existing Uses and Conditions”

Please refer to Map No. 2, "Existing Land Use," and Map No. 3, "Existing

Conditions,".

6. "Map Showing Proposed Improvements”

Please refer to Map No. 3, “Proposed Land Use”, and Map No. 6, “Proposed

Improvements.”

7. "Proposed Change of Zoning Ordinances, Master Plan, Building Codes and City

Ordinances”

6




The property is currently zoned B-4 “Central Business District” a very broad use
district that is intended to accommodate both residential uses and other uses that are
characteristic of the downtown area of the city. (Section 114-506, et seq., Racine Code of
Ordinances.) The B-4 district permits a wide range of uses by right, including residential
units located above the first floor. Residential use on the ground floor can be
accommodated by a conditional use permit, which has been granted for the ground floor
units in this project.

The property is within the downtown design review area (Section 114-822, et seq.,
RCO.). The design of the building has been reviewed and approved by the Downtown
Area Design Review Commission.

Off-street parking is not required in the B-4 zoning district. (Section 114-1147,
RCO.) However, there is ample space in the proposed building and on an adjacent surface
lot for off-street parking.

The redevelopment is fully consistent with the recommendations of the updated
Downtown Plan.

8. "Proposed Method for Relocation”

None of the property to be affected by this Plan is currently occupied. Therefore,
no relocation is anticipated and no provision for relocation activities or expenditures for
relocation payments is included. Should the acquisition of occupied property requiring
relocation be necessary, the cost and method of relocation will be included in a revised
Redevelopment Plan and associated Relocation Plan prepared pursuant to sec. 66.1333
and sec. 32.05, Wis. Stats. The costs of such activities will be eligible for reimbursement
through tax increment revenues should such revenues be generated during the statutory
life of the District.

9. "Statement Indicating How District Creation Promotes Orderly City Development"

District creation is consistent with and will help implement the Downtown Plan,
approved by the City Plan Commission on May 25, 2005 and adopted by the Common
Council on June 7, 2005 as a component of Racine’s Comprehensive Plan.

10. "Opinion of the City Attorney"

Please refer to the letter of the City Attorney in the Exhibits section.
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MAP 3. EXISTING CONDITIONS
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MAP 5. PROPOSED LAND USE
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MAP 6. PROPOSED IMPROVEMENTS

legend
@ Grant to developer

@ Intersection modifications
and pedestrian enhancements

Refer to section IL.B. on pages 3-4 for the
description of the improvements.
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EXHIBIT 1

MAP 1. PROJECT BOUNDARY AREA

Legend

, 00021007 — Tax Parcel Number
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Thomas J. Kienbaum OFFICE OF CITY ASSESSOR

City Assessor

730 Washington Avenue
Racine, Wisconsin 53403
262-636-9119

January 5, 2006

MEMO TO: Brian F. O’Connell
Director of City Development

FROM: Thomas J. Kienbaum /f% /(
City Assessor

SUBJECT: Proposed Tax Incremental District No. 13

I have reviewed the Wisconsin Department of Revenue TIF Limitation Report for
2005. The 2005 TIF increment is $166,262,050 with a total current value of
$205,258,200. With the additional property from the proposed TIF 13 our City will
meet the 12% test.



Guadalupe G. Villarreal

Deputy City Attorney
Office of the City Attorney Scott Lewis
Assistant City Attorney
Daniel P, Wright Stacey Salvo
City Attorney Paralegal
January 13, 2006
BRIAN O’CONNELL
DIRECTOR OF CITY DEVELOPMENT
730 WASHINGTON AVENUE

RACINE WI 53403

SUBJECT:  Project Plan for Tax Incremental District Number 13, City of Racine
(141 Main Street)

Dear Mr. O’Connell:

I have reviewed the subject plan and find that it is complete and complies with Wis. Stat.
section 66.1105.

Sincerely, 1
£

Daniel P. Wright
City Attorney

DPW/1d

/dpw/taxdistrict 13 141 main/

Gity Hall
730 Washington Avenue, Room 201
Racine, Wisconsin 53403
262-636-9115
262-636-9570 FAX




CITY OF RACINE, WISCONSIN

REDEVELOPMENT AUTHORITY RESOLUTION 06-05

WHEREAS, State at Main, LLC has requested that the City of Racine provide financial assistance for the
redevelopment of 141 Main Street; and

WHEREAS, The Redevelopment Authority can assist the project by issuing a Municipal Revenue
Obligation, pursuant to a development agreement with the City of Racine and State at Main, LLC; and

WHEREAS, The Executive Director has presented for approval a proposed termsheet for the
development agreement based on the negotiations with State at Main, LLC and City representatives;

NOW, THEREFORE, BE IT RESOLVED, by the Redevelopment Authority of the City of Racine, that
its Chairperson and Executive Director are authorized to execute a development agreement and associated
documents with State at Main, LLC, and the City of Racine for the redevelopment of 141 Main Street
(parcel identification no. 00021007), subject to the following:
e That the terms of the agreement are substantially the same as the terms presented to the Authority
on January 12, 2006 in the proposed termsheet dated December 29, 2005;
e That the agreement includes such provisions as the Executive Director and City Attorney shall
determine to be necessary and appropriate for such an agreement; and
e That the Common Council also approve the agreement and provide a source of funding sufficient
for the development agreement.

FURTHER RESOLVED, that'upon approval the agreement and the funding by the Common Council, the
Chairperson, Executive Director and City Attorney are authorized and directed to proceed with the
execution of the agreement without further action by the Authority, including finalizing specific terms of
the agreement and execution of any contract, lease, option, mortgage, bond, and/or deed of sale pursuant
to the agreement.

FURTHER RESOLVED, that the Authority recommends that the financial assistance to be provided to
State at Main, LLC, under the agreement be provided from the Tax Increment District created for the
redevelopment project.

Fiscal Note: TID 13 will provide $1.8 million in financial assistance for this $19 million development
project.

Adopted on: January 12, 2006 Seal
By a Vote of

For: 3

Against: 0

Abstain 1

Attest:

/VM,

Brian F. O’Connell, Executive Director




City of Racine / Racine Redevelopment Authority (RDA)

State at Main Development Project
TERM SHEET

Draft 12/29/05

In order to promote the redevelopment of property that has been deemed to be blighted, the
City and State at Main LLC, its successors or assigns (the Developer) have agreed (together,
the Parties) in principal to the following terms for the development of approximately 1.31
acres of property (the Project)located at 141 Main Street. (See site plan attached.)

In general in exchange for the Developer’s commitment to develop a mixed-use Project with
approximately 107 residential dwelling units in one building — 84 apartments, 16,800 feet of
commercial retail, and 23 condominium units — with a cumulative increase in taxable market
value of over $7,900,000 (less the current equalized value of the site) over two years, the
City will agree to use its best efforts to create a Tax Increment District for the project site,
and to provide the cash flow from the Tax Increment District to pay approximately $1.8
million of eligible costs for the development utilizing Tax Increment Funds.

The Developer has agreed to raise its own capital prior to construction start for 100 percent
of the costs of the project. The City agrees to provide the developer a Pay As You Go
Municipal Revenue Obligation (MRO) in an amount not to exceed $1.8 million, the payment
of which will depend solely on the tax increment revenues generated from the project site
that shall be subject to annual appropriation by the City Council. This will never constitute a
general obligation of the City.

The following Terms are set forth as a general understanding of each party’s obligations and
shall serve as the basis for the preparation and execution of a Development Agreement:

Developer Obligations:

1.) Developer shall agree to develop the project site with approximately 107 dwelling
units in one building as set forth on Exhibit A. Units shall be a mix of one- and
two-bedroom apartment homes and one- and two-bedroom condominium homes
in accordance with the detailed schedule of units and values set forth on Exhibit
B. The Project will contain total taxable value not less than $7.9 million and shall
be installed according to a time table agreed to by the Parties.

2.) Developer shall raise 100 percent of the capital needed for both the public and
private costs of completing the project.



3.) In consideration for the funding of all of the improvements, the Developer shall
accept from the City/RDA its MRO in an amount not to exceed $1.8 million. The
Developer understands that the MRO is not a General Obligation of the City and
shall be paid only from NET Tax Increment Revenues generated by the project
site and shall be subject to annual appropriation by the City Council. Net
Increment shall be defined as the gross annual increment less the actual costs of
the City or RDA for legal, financial, engineering and administrative expenses.
Failure to make payment on the MRO due to a shortfall in TID revenues shall not
constitute a default on the part of the City/RDA. In the event that TID revenues
are not sufficient to meet full payment of the principal or interest due on the MRO
at the end of the Statutory life of the TID, no further payments shall be due from
the City. In the event that there are “surplus” revenues above the amount required
to pay the MRO, the City shall be entitled to use said revenues for any other
statutorily eligible TID expense.

4.) Developer shall provide the City’s Financial Advisor (Ehlers & Associates) with
detailed project proformas in an Excel format to identify profitability in the form
of Cash on Cash return, Internal Rate of Return (IRR), and development fee
calculation for the project for the purpose of verifying a “land acquisition gap” in
financing that must be bridged to achieve a reasonable return on the project.
Detail provided by the Developer shall include detailed sources & uses of funds
including but not limited to sources of Developer equity, borrowed funds & sales
of land or condominium units.

5.) Once the Parties agree to reasonable Cash on Cash and IRR based upon estimates
provided by the Developer, the Developer agrees to provide the City/RDA with a
complete accounting for the project actual revenues and expenses at the end of
each year through the end of the full project build out. In year 2007 or when the
project site is fully built out, whichever occurs sooner, the City/RDA and its
Financial Advisor shall at that point utilize the actual performance data of the
project (revenues & expenses) to update the original project proforma. “Full
project build out” for the retail portion of the project and the for-sale
condominium units shall be achieved when such two phases of the project have
been built out to white box specifications. If the return exceeds the amount
initially agreed upon by more than ten percent, the Developer agrees to split such
excess return 50/50 with the City/RDA via a cash payment at that time. Said
payment to the City/RDA shall be used by the City/RDA to prepay that portion of
the MRO as is possible thereby reducing the time that the TID would need to
remain open.



City Obligations:

1.) City shall use its best efforts to create a Tax Increment District for the purpose of
blight elimination which will include the lands identified on Exhibit C. The project
plan shall include the following eligible estimated expenditures:

a. Land $500,000

b. Building $13,654,156
c. GC profit and overhead $864,023

d. Site work $859,484

e. Personal property $338,000

f. Landscaping $54,852

g. Soft costs $2,038,386
h. Financing fees $232,225

i. Reserves $307,169
TOTAL TID COSTS $18,848,295

Verification of the net “gap” in project financing created based upon a reasonable
estimated return on investment as determined by the City’s financial advisor,
Ehlers & Associates.

2.) The City or the RDA will issue to the Developer one or more Pay As You Go
Municipal Revenue Obligations (MRO) in an aggregate principal amount not to
exceed $1.8 million. Interest on the MRO shall be at the rate of 6.5 percent. The
MRO shall never be considered a General Obligation of the City. Its payment shall be
made solely from the NET increment available from the Project site. Net Increment
shall be defined as the gross annual increment less the actual costs of the City or RDA
for legal, financial, engineering and administrative expenses. The final actual amount
of the MROs shall be based upon verified costs or $1.8 million, whichever is less.

3.) Interest on the MRO outstanding balance shall begin to accrue the later of (i) January
1, 2008, or (ii) January 1st of the year the first increment revenues are received from
the new development. The need for capitalization of interest shall be determined
based upon further discussion between City & Developer regarding timing of
developer’s borrowing & completion of taxable value.

4.) City/RDA shall expeditiously provide such information to Developer’s lenders as
needed for Developer to secure financing.

5.) City/RDA shall provide expeditious review of all municipally issued building permits
and plan applications to assure timely completion of projects.

1 §7)
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3. The equalized value of taxable property of the district plus the value increment of
all existing districts does not exceed 12 percent of the total equalized value of
taxable property within the city; and

4. The area is a blighted area and rehabilitation district.
5. The project plan for the district is feasible and in conformity with the master plan
of the City of Racine.

FURTHER RESOLVED, that the Director of City Development is authorized and
directed to submit the district project plan and supporting documentation to the Standing Joint

Review Board for review and approval of the district by the Board.

FISCAL NOTE: Implementation of the Project Plan is estimated to cost $2,000,000.

A/




