Agenda
Village of Glen Ellyn
Special Workshop Meeting
Monday, October 6, 2014
7:00 PM
Glen Ellyn Civic Center, Room 301

Village Board Workshop Procedures Statement

Visitors are most welcome to attend all meetings of the Village Board and can find copies of the Agenda on their
chairs or online at www.glenellyn.org prior to the meeting. Any individnal with a disability requiring a reasonable
accommodation in order to participate in a meeting should contact Harold Kolze, Village of Glen Ellyn ADA
Coordinator, 630-469-5000, at least five (5) business days in advance of the next scheduled meeting. All matters on
the Agenda may be discussed, amended, and acted upon.

A. Call to Order

B. Roll Call

C. Pledge of Allegiance
D.

Audience Participation
1. Open:

Members of the public are welcome to speak to any item #of specifically listed on
tonight’s agenda for up to three minutes. For those items which are on tonight’s
agenda, the public will have the opportunity to comment at the time the item is
discussed. In either case, please complete the Audience Participation form and turn
it in to the Village Clerk. It is requested that, if possible, one spokesman for a group
be appointed to present the views of the entire group. Speakers who are recognized
are requested to step to a microphone and state their name, address and the group
they are representing prior to addressing the Village Board.

E. Proposed Redevelopment Projects - Financial Analysis (Presented by Village
Manager Franz)

1. Consultants Gruen Gruen + Associates and Kane McKenna and Associates will
provide financial reviews of the two proposed redevelopment projects.

F. Other Items

G. Adjournment
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535 Duane Street Department: Administration
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SCHEDULED
AGENDA ITEM (ID # 1432) DOCID: 1432 A

Consultants Gruen Gruen + Associates and Kane McKenna and
Associates will provide financial reviews of the two proposed
redevelopment projects.

At the October 6 Special Village Board Workshop meeting, the Village Board will be reviewing the
financial aspects of two potential redevelopment projects in Downtown Glen Ellyn proposed by
Opus and Next Generation respectively. Our financial advisors Gruen/Gruen (Aaron Gruen and
Debra Jeans) will provide a summary of their Financial Analysis for both projects. In addition, our
TIF Consultant, Kane McKenna and Associates (Bob Rychlicki), will provide a summary of the TIF
projections and potential impact of these projects. Within these presentations, we will briefly review
the critical business terms that have been negotiated to this point with both Opus and Next
Generation. A summary of both projects and the incentives being requested through land
acquisition, parking costs, and other requests is provided in the attached spreadsheet (see
Attachment A). Finally, attached are the reports mentioned above as well as a summary from Next
Generation of their “revised” proposal and their comparison to the Opus proposal (see Attachments
B-E.)

Below is a summary of both redevelopment projects, but keep in mind that neither developer has
filed an application to be considered formally by the Village at this time. However, each developer
and the current property owners have expressed a desire to know if either project should move
forward to the next step of review. Therefore, management is looking for direction from the Village
Board on whether either project meets Village Board expectations and whether we should proceed
with negotiating and drafting a Memorandum of Understanding (MOU). An MOU provides a
framework to identify the agreed upon business terms, but allows negotiations to continue on some
of the details of the RDA. More importantly, it provides both parties confidence to proceed ahead
with the formal public approval process, which takes time and resources for both the developer and
the Village. The MOU would formalize the basic business points and lay out our expectations for
moving forward. This would allow both sides to continue to work together in a good faith effort
towards a potential Redevelopment Agreement (RDA). Components of an MOU could include the
terms under which the Village will transfer its land, how to handle replacement parking, and
environmental remediation responsibilities.

As we consider both projects and potential MOUs for either, we should remember that the Village
can request “Clawbacks” or participation from the developer if efficiencies are achieved in the
construction process or when the developer sells the property. Requesting some reimbursement if
the developer exceeds the internal rate of return is reasonable given that we are providing the land
for free and considering other incentives. This would also be negotiated as part of the RDA.

Therefore, we look forward to discussing the financial aspects of each project with the Village Board

Monday night, answering any questions that may develop from the attached reports and receiving
instructions from the Board on how to proceed.
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Agenda Item (ID # 1432) Meeting of October 6, 2014

OPUS DEVELOPMENT
Background

Staff has continued to work with Opus on the potential redevelopment of the Main Street parking
lot and Giesche properties. Staff completed an appraisal for the property and the values are as
follows:

Main Street Lot = $1,345,000

Glenwood Lot = $247,000

Total = $1,845,000

The scope of the project has recently expanded to include the St. Petronille parking lot and former
rectory property on the east side of Glenwood Avenue. Opus requires only the Main Street Parking
lot for their development; the Glenwood lot would be combined with the St. Petronille lot for use as
a parking structure.

The church has been working to gain the approval of the Diocese of Joliet, the owner of the
property, to move forward with the project. While there are a number of formal steps necessary to
receive official approval from the Diocese, the church has been successful in obtaining the Diocese’s
permission to move forward in the process. Some of the benefits of including the St. Petronille

property include:

§ It eliminates the need to construct below-grade parking, which is more expensive than above-
grade structured parking.

§  Vehicular access between the Main Street parking lot and St. Petronille parking lot is maintained
which allows the shared use of both parking lots.

§ Environmental remediation costs should be reduced since there will be no below-grade
construction.

§ The number of parking spaces available to the public over prior plans is significantly increased.

§ It recognizes an existing easement that St. Petronille has over the Village’s Main Street parking
lot to access Main Street.

§ Creates a more effective overall parking solution for the downtown, at least south of the tracks,
that not only increases the amount of parking, but also promotes a shared-parking philosophy
that benefits all end-users.

Incentives and Parking Analysis

The Gruen/Gruen report is attached as Attachment B. The developer has requested assistance with
remediation costs, and will likely request assistance with sidewalk and public improvements
associated with this project. No formal request has been made and no other TIF Incentives have
been requested. In addition, Opus has agreed to pay for the replacement of all public parking (81
spaces). Therefore, the Village is responsible for only the additional public parking considered for
this project.
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The Village has tentatively negotiated a 99-year lease agreement with St. Petronille use their property
on Glenwood, as well as Village property on Glenwood, to construct the parking garage. In
exchange for the use of the property, the Village will maintain, replace, enforce, and insure these 98
parking spaces for St. Pet’s under a shared-used philosophy.

Public Parking.
There are 221 existing parking spaces on the subject property including 81 in the Main Street

parking lot, 42 in the Glenwood Lot and 98 in the St. Petronille parking lot. Depending on the
number of parking levels constructed, a total of 297 to 423 public and church parking spaces would
be provided, for a gain of between 76 and 202 additional parking spaces respectively. Attachment E
summarizes the parking distribution between the Village, Opus, and St. Pet’s. The breakdown of the
proposed public and church parking with both options is provided below.

Two Levels

Existing Proposed Difference

Public Parking *123 199 +76

St. Petronille Parking 98 98 0

Total Spaces 221 297 +76
*Includes 81 in the Main Street Lot and 42 permit spaces in the Glenwood Lot
Three Levels

ExistingProposedDifference

Public Parking *123 325 +202

St. Petronille Parking 98 98 0

Total Spaces 221 423 +202

*Includes 81 in the Main Street Lot and 42 permit spaces in the Glenwood Lot

A third level of parking would consist of 126 public spaces, many of which could be used for permit
parking and/or employee parking. The current parking demand in the area is high. Based on the
current plans, the cost to the Village of constructing a 2-level parking structure is estimated to be
$2.4 million with an additional $125,000 in cost if the Village were to prepare the garage for a
potential future third level. However, the additional cost for a third level in the future is estimated
to be at least $500,000, depending on timing and financing costs which are likely to increase.
Moreover, closing down the garage to add another story would negatively impact the downtown
community for an additional construction year. Therefore, if the Village prefers the additional
parking a third level provides, it would be most prudent to construct it now.

Costs

The cost to construct a three-level structure is estimated to be $3.9 million. These cost estimates
include the Village paying for the 98 replacement spaces in the St. Petronille lot, in lieu of paying for
the church property, and replacing 42 existing parking spaces in the Glenwood lot. There are
economies of scale to constructing the third level of parking. The cost per NEW public parking
space is $30,000/space for the two-level parking structure and $19,000/space for the three-level
parking structure. Attachment E provides a comparison between the two-level and three-level garage
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as well as a summary of all incentives being requested.

TIF Analysis

Attached is a TIF Report conducted by our consultant, Kane McKenna (Attachment C). This
report is a detailed analysis of the impact this project would likely have on the Central Business
District TIF. Since this is a residential project, the TIF Plan provides for the statutory payments to
the School Districts for the reimbursement of up to 40% of the Incremental Property Taxes
generated by the residential portion of the project for the per capita tuition costs associated with the
net new students residing in the residential units. The cap for the tuition reimbursement
requirements is 40%. Therefore, this analysis reviews three different scenarios, 40% (worst), 20%
(likely), and 0% (best). The projected increment revenue to pay for this project or future projects
within the TIF District ranges from $3.05M to $5.2M. In addition, the report estimates that the
commercial component of the project would generate $1,017,662 over the life of the TIF.

Kane McKenna and staff recommend that we evaluate this project conservatively and included the
worst case scenario into the financial summary of both projects. Using the worst case approach, this
report shows that the TIF District can pay for all but $900,000 of the parking garage and possibly all
of the garage depending on the school reimbursement ratio. Additionally, the Village would generate
revenue from the sale and operation of the parking garage, but that detailed analysis has not been
completed.

NEXT GENERATION DEVELOPMENT

Early in the process, staff completed an appraisal for the property which was completed and valued
at $1.9M. Staff continued to negotiate various aspects of their initial incentive request which
fluctuated between around $10 million to $12 million. We evaluated a number of different financial
structures including financing the garage, master leasing the garage, and we evaluated infrastructure
costs and allowing Type II construction, along with other concepts. At this point, Phase II of the
project is not being considered, so the portion of the land does not include the parking lot east of
Glenwood at an estimated value of $1.3M.

The current plan includes a more simplified proforma which is summarized in the attached July 14,
2014 Reconciliation from Jannary 2014 Gruen Report to the Current Proposal (Attachment D). Their current
project includes a request for free land, paying for utility and remediation costs, paying for
converting existing parking to structured parking, and TIF incentives to allow them to meet their
“hurdle rate.” The project aligns with many of the recommendations in the Village’s long-term
plans and could have a number of potential benefits, including:

1. The tax exempt municipal parking lot and road would be placed on the tax rolls resulting in
increased property tax revenues. The new structure would also have greater value and generate
more property tax revenue than the existing McChesney and Miller building.

2. The project would result in a new development on the site as recommended by the Downtown
Strategic Plan.

3. A total of 180 new apartment units would be added to the downtown, the new residents of
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which would support existing downtown businesses and bring new life and vitality to the area.
4. A new development on a municipal site would generate TIF revenues.

5. The project could potentially add to the public parking supply on the north side of the tracks, if
a 3-level is included.

Parking and Incentives Analysis

Parking

A 2-3 level parking garage is proposed including ground level parking and 1 or 2 levels of below-
ground parking. A total of 154 existing public and private parking spaces would be removed to
accommodate the project including 33 on-street parking spaces, 79 of the 129 spaces in the
Crescent/Glenwood Lot and 42 private parking spaces on the McChesney and Miller property. All
of the parking spaces that would be removed in the Crescent/Glenwood Lot ate permit spaces. The
parking spaces on the east end of the Crescent/Glenwood Lot that would remain are metered
parking spaces. The proposed breakdown of parking with and without the optional 2 level of
basement parking is below. This analysis does not include the 42 private parking spaces on the
McChesney property that would be removed.

Without Optional 224 Basement Level

Existing Proposed Proposed Total Proposed
Spaces Public Spaces | Resident Spaces | Spaces

Ground Floor 112 100 35 135

Basement Level 0 0 199 199

Total 112 100 234 334

Public Parking Difference | *-12

**]f the 16 spaces required for the proposed retail space are included, the equivalent net parking loss
would be -28 spaces.

With Optional 24 Basement Level (The table below is based on the concept plans submitted. The number of
parking spaces in any 2" level basement could be subject to change based on a number of factors.)

Existing Public Spaces | Resident Spaces | Total Spaces
Spaces

Ground Floor 112 135 0 135

Basement Level 1 0 133 66 199

274 Basement Level 0 0 168 168

Total 112 268 234 502

Public Parking *+156

Difference

*If the 16 spaces required for the proposed retail space are included, the equivalent net parking gain
would be 140 spaces.

If the Board decides that additional public parking should be constructed, the amount of new public
parking to be constructed would need to be determined. The estimated cost per space is $27,845.
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The cost to replace the existing parking plus adding another 156 spaces is estimated at approximately
$7.5M and would be the Village’s responsibility under the current proposal. If the Village Board
prefers not to build the 3-Level, the costs would be $2.7M. If the 3-Level of parking (below-grade)
is not constructed, there would be a small decrease in the amount of public parking. Furthermore, it
is difficult to add below-grade parking in the future and additional parking could be used to support
additional development on the eastern portion of the Crescent/Glenwood Lot. If the Board is
supportive of constructing a third level of parking, staff would recommend maxing out the amount
of possible parking spaces.

Incentive Requests
Next Generation has submitted an economic incentive request to the Village that includes the
following.

1. The Village’s contribution of the Crescent/Glenwood patking lot and Crescent Boulevard
right-of-way to the developer at no cost. The property was appraised at $1.91 million.

2. That the Village provide an estimated $1.75 million in utility relocation costs.

3. That the Village pay to replace the existing 112 parking spaces on the property at a cost of
$27,845 per space for a total of $3.12 million.

4. That the Village pay for the creation of any new public parking that would be created. If 156
public parking spaces were provided at a cost of $27,845 this would total $4.34 million.

5. A Village contribution of $850,000 toward the project to allow the developer to achieve a
reasonable project return of 7%.

The total incentive requested by Next Generation is therefore $7.63 million, not including the up-to-
$4.34M that the Village could contribute if a second level of below grade parking is constructed.

TIF Analysis

Attached is a TIF Report conducted by our consultant, Kane McKenna (Attachment E). This
report is a detailed analysis of the impact this project would likely have on the Central Business
District TIF. Since this is a residential project, the TIF Plan provides for the statutory payments to
the School Districts for the reimbursement of up to 40% of the Incremental Property Taxes
generated by the residential portion of the project for the per capita tuition costs associated with the
net new students residing in the residential units. The cap for the tuition reimbursement
requirements is 40%. Therefore, this analysis reviews three different scenarios, 40% (worst), 20%
(likely), and 0% (best). The NPV of total increment projected to pay for this project or future
projects within the TIF District ranges from $6.4M to $3.7M. In addition, the report estimates that
the commercial component of the project would generate $411,883 over the life of the TIF.
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The Gruen/Gruen reports and the TIF Report shows that the TIF increment generated by this
project could pay for the incentives and most of the existing parking. This was calculated using the
Likely Scenario of 20% reimbursement to the school districts which is very conservative. However,
the TIF increment would not be sufficient to pay for any additional parking.

Kane McKenna and staff recommend that we evaluate this project conservatively and included the
worst case scenario into the financial summary spreadsheet. Using the worst case approach, the
Village would have to fund $6.3M towards this project. However, the Village would generate
revenue from the sale and operation of the parking garage, but that detailed analysis has not been
completed.

Next Steps

Management is looking for direction from the Village Board on whether either project meets Village
Board expectations and whether we should proceed with negotiating and drafting a Memorandum
of Understanding, what business terms are acceptable and whether staff shall continue to negotiate
for either of these projects. The key questions that need to be answered are:

1. Do these projects make financial sense?
2. How do these projects impact public parking?
3. Do these projects align with long-term Downtown goals?

We look forward to the discussion on Monday night and if you have any questions, please give me a
call.

Attachments

A - Spreadsheet Summarizing 2-Level & 3-Level Parking Component/Incentives Requested-
Dated 09-12-2014

B - Gruen Gruen + Associates Financial Analysis of Opus Development-Dated September 24, 20714

C - Kane McKenna TIF Report Opus Project -Dated 09-12-2014

D - Gruen Gruen + Associates Financial Analysis of Crescent Development-Dated January 2014

E - Kane McKenna TIF Report Next Generation Project-Dated 09-15-2014

F - Next Generation’s Reconciliation from January 2014 Gruen Report to the Current Proposal

ATTACHMENTS:

. Attachment A - Spreadsheet Summarizing 2-Level and 3-Level Parking Component-Incentives Requested (PDF)

o Attachment B - Gruen-Gruen Review of Opus Proposal 09-24-2014 (PDF)

° Attachment C - Kane McKenna TIF Analysis Opus Proposal 09-12-2014  (PDF)

° Attachment D - Gruen-Gruen Financial Analysis of Crescent Development Jan 2014 (PDF)

. Attachment E - Kane McKenna TIF Analysis Next Gen Proposal 09-15-2014 (PDF)

U Attachment F - Next Gen Reconciliation Jan 2014 Rept to July 2014 Proposal (PDF)
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Attachment: Attachment B - Gruen-Gruen Review of Opus

e

CONFIDENTIAL DRAFT
GRUEN GRUEN + ASSOCIATES
MEMORANDUM

Date: September 24, 2014
To: Staci Hulseberg and Mark Franz
From: Aaron Gruen and Debra Jeans

E.l1.b

N\

Subject: C1366 Review of Opus Development Propos

THRESHOLD QUESTION:

N
I. How much could Opus pay for the land needed to site the proposed 150,000-
square-foot mixed-use building, or-alternati ow many dollars of
incentive would be required to provide Opus wi specified rate of return?

Short Term Hold Using <AS Assumptions
¢

. Assumes sale of propetty upon stabilization (at end of 3rd operating year)

A
B. Internal Rate of Return (IRR) requitement on equity of 15.0%
C

. Analysis only includes the SN
the separate parking garage. An estimated 122

the mixed-use building, not

ured parking (190 spaces) planned to be built in

ted to private parking to serve the parking requirements of
t and 68 spaces will be allocated to the Village for public use
s a replacement of 84 percent of Village parking spaces lost to

' the development of the proposed project).

Answer: See Table 1 below

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634

Fax 847-317-0643 MIDWEST@GGASSOC.COM
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Attachment: Attachment B - Gruen-Gruen Review of Opus E.1b

e

TABLE 1: Estimated Residual Land Value
of Proposed Opus Mixed-Use Development

Apartments Retail Total
$ $ $
Residual Land Value 43,509 721,422 764,931
Per-Square-Foot' 13.19

Total Project Value® 31,779,694 1,955,702 3,735,397

Equity (30%) 9,533,908 586, 0,120,619
Permanent Loan 22,245,786 1,368,9 23,614,778
Annual Debt Service 1,760,984 1‘68,370 1,869,353
IRR in Year 4 15.00% 15.00% 15.00%
Return on Cost at Stabilization (Yea 6.90%

' According to Opus, the mixed-use building (ineluding parking) will be sited on
approximately 1.33 acres of{site (which totals 2.49 acres).

% Residual land value plus dévelopment and financing costs.

“Source:. Grue ruen + Associates

e Without the full cost o%placing lost Village and Church parking, Opus
could aff to. pay $76
rn 2 15% IRR. This equates to about $13 per-square-foot of

00 for the land needed to site the mixed-use

return on cost at stabilization is estimated at 6.9%.

A proforma from Opus indicates Opus plans to purchase the privately-

‘ ned portion of the site (the Giesche parcel) for $1,800,000. The residual
land value analysis, based upon the assumptions specified by Opus, suggests
the proposed development cannot support a land price of $1.8 million. This
“explains why Opus has requested the Village-owned portion of the site be
contributed at no cost. Without the contribution of the Village-owned land,
which Opus assigns a value of $1,200,000, the proposed project would not
be financially feasible for Opus to undertake.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643 MIDWEST@GGASSOC.COM
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Attachment: Attachment B - Gruen-Gruen Review of Opus E.1b

e

Sensitivity to Return Requirement

e Opus indicated a target IRR range of 12% to 20%. Table 2 below
summarizes the difference in supportable land value suggested by this range,
holding all other assumptions other than the IRR target the same.

TABLE 2: Sensitivity to Return Require t
Residual Land Y»alu p turn on Cost
3 Yo
12% IRR 1,901,663 6.66
15% IRR 764,931 6.90
20% IRR (1031, 7.30
Source: G Gruen 1ates

A
e If the return on ez< requ1rement is lower at a 12% IRR, the supportable

land value increas $1.9 million. This is roughly equivalent to the $1.8
million land price for the Gles e site. That is, Opus can afford to pay for
$1.8 million‘for the Giesche site, and given the stipulated development costs,
and cash flow from the development, operation, and sale of the property

earn a 12% IRR on equity investment.

. Show\ sitivity of supportable land value to the required return on

equity, investment to induce development, if the return requirement is set

higher at.a 20% IRR, the supportable land value becomes negative. In other

‘ rds, Opus would need both the Geische and Village-owned land at no

cost, plus an upfront subsidy of about $1.1 million (before considering the

additional cost to replace lost parking) in order for the project to be
“financially feasible to undertake.

IL. How many additional dollars will Opus be required to fund to replace lost
Village and Church parking?

e It is our understanding that the development cost assumptions provided by
Opus do not include the full cost of replacing lost public parking. We
believe the stated $3,168,000 of parking costs are just for the podium parking
decks included in the mixed-use building, totaling 190 spaces. We

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643 MIDWEST@GGASSOC.COM
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e

understand that Opus will be required to fund construction of an additional
50 spaces to fully replace lost public parking.

81 - existing Village spaces
159 - new private residential spaces required

240 - total minimum parking requirement \

(190) - less spaces included in mixed-use buildin ing decks
50 - net additional spaces requirgd

e Opus has estimated construction costs for a separate two- or three-story
parking structure of approximately “$10,900 :to $11,500 per space.
Accordingly, additional development ¢ ill total'approximately $545,000
to $575,000 to replace lost public parking. e costs are not incorporated
in the residual land value analysis summarized previously. Given the findings
outlined above, t §add1t10nal costs would appear to turn the project

infeasible for the vate developer/equity investor. Therefore, financial
assistance would,appear to be tequired to cover the costs of the additional
parking. In addition, to the ext nt environmental remediation costs would
arise, it doés not appear that @pus would be able to incur those costs and
achievea feasible return.\

III. How.do constru ost estimates for the proposed Opus development
compare to previous cost estimates for the Next Generation Development
proposal?

0

e Total costs excluding land for the proposed Next Generation Crescent
Apartments were previously estimated at approximately $210 per gross
square foot of building space. Total costs for the proposed Opus
development are estimated at $217 per gross square foot of building space, a
difference of only three percent.

e Opus includes higher hard building and soft costs but lower parking costs.
(The Opus building is proposed to be podium parked at or above grade. The
Next Generation concept included below-grade parking). The cost
difference per space is estimated at approximately $17,000.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643 MIDWEST@GGASSOC.COM
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e

TABLE 3: Next Generation and Opus Development Cost Comparison

E.l1.b

Next Gen Opus
Gross Building Area in Square Feet 194,983 149,000
Hard Construction Costs, Excluding Parking $29,578,592 $24,008,124
Hard Costs Per Gross Square Foot $151.70 $161.13
Structure Parking Spaces Included 241 \ 190
Parking Costs, Total $8,156,645 $3,168,000
Parking Cost Per Space $33T845 $16,674
Soft Costs, including Development Fees $3,263,251 $5,104,942
Soft Costs Percent of Total 7.96">¢\) 15.81%
Total Development Cost, Excluding Land $40,998,488 $32,281,066
Total Development Cost Per Gross Square Foot $ $216.65
e Apartment rent assumptio tween the proposed Next Generation Crescent
Apartments and Opus deve ent are basically equivalent; $1.98-per-square-foot

and $2.00—per—squz?ot respectively.

e The proposed Opus developmewcludes more ground-floor retail space,
approximately 8,4&:&: feet, and this component of the development as

summarized \
projeéct.

o/ 'The er parking costs, higher value supporting retail component, and more

‘ optimistic assumptions about the sales value of the built space associated with the
Opus project are the primary elements that explain the smaller need for incentives
for the pfoject relative to the Next Generation Crescent Apartments project.

e Summary comparison of Next Generation and Opus proposals:

O FEach developer is proposing that Village-owned land be contributed at no
cost;

O Each developer proposes that the Village pay for any additional public
parking it requires;

O Opus appears to agree to replace the lost Village surface parking at its cost;

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643 MIDWEST@GGASSOC.COM

ected to generate most of the land value associated with the
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e

O Next Generation, however, requires financial assistance to replace some of
the lost Village surface parking; and

O In addition, Next Generation is asking for further financial assistance to raise
its level of return to meets its return on cost feasibility threshold.

IV. Additional Item for Consideration \

Given that it appears the Village will need to contribute land, bear additi rking costs,
i be appropriate
for the Village to participate in the share of returns that/Opus may r ove the level

needed for the project to be feasible.

< Y

\\

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643 MIDWEST@GGASSOC.COM
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EXECUTIVE SUMMARY - TIF/SALES TAX PROJECTIONS

VILLAGE OF GLEN ELLYN, ILLINOIS - OPUS GROUP DEVELOPMENT
CENTRAL BUSINESS DISTRICT TIF DISTRICT

September 12, 2014
Introduction

Opus Group or entities formed by it (the “Developer”) has proposed to develop certain
property located in the Central Business District TIF located on the west side of main Street and
north of Hillside Avenue, which development would principally consist of the construction of the
following uses (the “Mixed Use Development”):

1) 126 unit residential apartment units and associated parking spaces;
2) 8,500 s.f. retail/commercial space; and
3) 216 to 342 space parking deck for public use.

The Village of Glen Ellyn, Illinois (the “Village™) has included the property in 2012 as part
of a “redevelopment project area” (the “TIF District”) per the Tax Increment Allocation
Redevelopment Act, 65 TLCS 5/11-74.4-1, as amended (the “TIF Act”) pursuant to the Central
Business District Redevelopment Plan and Project (the “TIF Plan”) thereby allowing the Village to
use the property tax increment generated thereby to pay for certain eligible redevelopment costs
(the “Incremental Property Taxes”). The Village is also expects to collect taxes received by the
Village pursuant to the Retailer’s Occupation Tax Act, Service Occupation Tax Act, Use Tax Act,
the Service Use Tax Act, the Home Rule Municipal Retailers’ Tax Act and the Home Rule Service
Occupation Tax Act (collectively, the “Local Sales Taxes”). These taxes arc not required to be
deposited in the TIF fund.

The following preliminary analyses provide a projection of the Incremental Property Taxes
that would be generated by the Mixed Use Development. The attached Exhibit A provides a brief
description of the general assumptions that are used in the analysis.

The following is a description of the three Incremental Property Tax scenarios analyzed
herein:

Scenario No. 1: Maximum 40% School District Tuition Allocation

Scenario No. 2: Mid Point 20% School District Tuition Allocation

Scenario No. 3: Minimum 0% School District Tuition Allocation (assumes no new school
age children generated by the Mixed Use Development)

The following preliminary analysis also provides a projection of the Local Sales Taxes that
could be generated by the retail portion of the Mixed Use Development. The attached Exhibit A
provides a brief description of the general assumptions that are used in the analyses.
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E.l.c

Kane, McKenna and Associates, Inc. (“Kane, McKenna”) has reviewed the materials in
relation to available file material, industry reports and research of comparable properties. Certain
of the general assumptions described in Exhibit A have been provided by the Developer.
Kane, McKenna has not been provided with any type of marketing studies related to the
retail portion of the Project and has utilized industry averages for the projections. The
purpose of the analysis contained herein is to determine the incremental property tax and
sales tax revenue benefits derived from the Mixed Use Development.

Analysis of Projected Incremental Property Taxes

The Village’s TIF Plan provides for the statutory payments to the school districts for the
reimbursement of up to 40% of the Incremental Property Taxes generated by the residential portion
of the Mixed Use Development for the per capita tuition costs associated with the net new students
to the school districts residing in the residential units. It is important to note that the actual
payment to the school districts is based on the presence of new school age children residing in the
Project and evidenced annually. To the extent that the 40% allocation is not paid out (number of
school children times per capital tuition charge less State aid), the Village retains the remainder of
the 40% allocation. For purposes of the analyses, the residential development Incremental
Property Tax projections assume up to 40% of the increment is allocated to the potential student
tuition reimbursement requirements (the “Student Payments™) and projects that the remainder of
the residential development Incremental Property Taxes (60%) and 100% of the retail portion of
the Mixed Use Development are available.

In addition, sensitivity analysis is undertaken to estimate alternate levels of school tuition
allocations — either 20% or 0% — in order to frame the analysis based on actual school age children
that may reside in the Mixed Use Development — which is based on an annual accounting tied to
actual students residing in the Project during the year of the calculation.

The equalized assessed value of the properties used to determine the initial equalized
assessed value for the TIF District is $459,611 (the “Base EAV”). The following Table 1 is a list
of the parcels and their respective assessed values determined at the time of the creation of the TIF

District:
BASE

PIN TIF EAV
05-11-327-005 $0
05-11-327-007 $0
05-11-327-008 $0
05-11-327-016 $0
05-11-327-023 $459,611
05-11-327-025 $0
05-11-327-026 $0

Total $459,611
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E.l.c

Furthermore, the analyses herein also assume that the 2013 state equalization factor
(1.0000) and a two year average propetty tax rate (8.1934) are applicable to all calculations of
property taxes.

Exhibit A is a preliminary analysis of the projected amount of Incremental Property Taxes
that would be generated by the Mixed Use Development.

Exhibit A also includes an analysis of the projected equalized assessed valuation of the
Mixed Use Development during the absorption period; and

Provides a projection of the Incremental Property Taxes that would be generated by the

Mixed Use Development after the provision for Student Payments under the maximum
allocation (40%), mid point allocation (20%) and no student assumption (0%).

Analysis of Projected Sales Taxes

Exhibit A also includes a preliminary analysis of the projected amount of Local Sales Taxes
that could be generated by the retail portion based on the average for the Project retail square
footage of space.

The retail sales estimates would need to be supplemented by actual user data as tenants are

identified by the Developer.

Summary

Analysis of Projected Incremental Property Taxes

Pursuant to the requirements of the TIF Act, the analysis provides for the maximum amount
of the Student Payments to be paid to the school districts servicing the area. Furthermore, the TIF
Act provides that the Village may reimburse itself for administrative costs relating to a
redevelopment project area. None of the analyses provide for the reimbursement of any
administrative costs but the Village can allow for the payment of such costs as the analysis is
refined.

Summary Table

The following is a summary of the Incremental Property Taxes and Local Sales Taxes
projected to be generated by each of the school allocation scenarios.
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Incremental Property
Taxes

Gross Incremental Taxes

NPV of Total Incremental
Property Taxes (100%) @4.0%
(assumes 0% school allocation)

NPV of Total Incremental
Property Taxes (100%) @4.5%
(assumes 0% school allocation)

Incremental Property
Taxes (After School Allocations)

Gross After 40% Allocation

NPV of Incremental
Property Taxes After 40%
Allocation @4.0%

NPV of Total Incremental -
Property Taxes (After 40% )éﬁ.nty

-

Gross After 20% Allocation

NPV of Incremental
Property Taxes After 20%
Allocation @4.0%

NPV of Total Incremental
Property Taxes After 20%
@4.5%

Local Sales Taxes

Total Local Sales Taxes

$8,245,178

$5,155,637

$4,883,655

$5,155,535

$3,223,710

$3,053,646

$6,700,356

$4,189,673

$3,968,651

$1,017,662

E.l.c
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EXHIBIT A

General Assumptions

Construction of the Mixed Use Development would commence in the 1st quarter of 2015; completion
and initial occupancy in 2016; fully stabilized property tax assessment in 1% quarter of 2017.

Mixed Use Development
Market Value
Size Estimate
Project Description (sq.ft./Units) (sq.ft./Unit)
Residential Rental 126 $100,000/per unit
Retail/Commercial 8,500 $100/per s.£.

Assume average sales of $250/s.f. for the retail portion

Sales growth rate assumes inflation at 2.0% annually for first 10 years and 2.5% thereafter

Sales tax rate — 1.0% Village portion of state sales tax and 1.0% home rule sales tax

Projections of sales tax collections adjusted for lag in receipt from State and accounting by
Village (projected sales tax for each year based on 25% of collections from prior year and 75%
of collections from current year) for each year thereafter

Non-sales tax generating uses — assume 75% of retail uses generate sales tax

2012 and 2013 Average Tax Rate = 8.1934%
State Multiplier = 1.000

Annual growth rate for property assessments = 2.0%

Tax collection — one year in arrears, e.g., 2015 taxes collected in 2016

County assessment rate of 33.33% was used to determine the assessed value of the Mixed Use
Development

TIF expires in 2035 (final property tax collection year of 2036)

A-1
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EXHIBIT B

MIXED USE DEVELOPMENT
PROJECTIONS AND ASSUMPTIONS
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From
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Pre-development Services
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C1366
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CONFIDENTIAL

GRUEN GRUEN + ASSOCIATES
MEMORANDUM

Date: January 2, 2014

To: Mark Franz

From: Gruen Gruen + Associates

Subject: C1366 Financial Analysis of Crescent Development

INTRODUCTION AND KEY CONCLUSIONS

Y proposed multi-family Crescent
fation Development, LLC ("Next

The following memorandum presents an analysis ofgll
Development based upon information furnished by
Generation").

needed from a private owner to site the developmién Lap: OWaned by the Village

the costs and revenues associated

with parking proposed to be built, m ediby the Village of Glen Ellyn. The
Village would own two levels of the copi oe in 11CQERE the public land contributed to
the project. by

We then summarize OURL § feve . lest for a subsidy and explain why

: »Bconomic analysis suggests that the developer
cannot fing entdf i i pdy a specified amount upfront for the Village

the Village Y ould “participate” in a portion of the excess
farhthe land contributed to the project. It would not be

yresenting the comparison of the potential subsidy requested by
the developer and estimalgd’potential tax revenue that would accrue to the Tax Increment
Finance District (“TIF”), assuming a “pay-as you” TIF, the Village would need to pay “out of
pocket” for some portion of 261 public parking spaces proposed to be built (this includes 107
spaces that would replace lost surface parking). Under the most conservative forecast TIF
increment (prepared by the developer) to remain with the Village, the requested subsidy to the
developer will support the development of both the apartment units and associated private
parking requirements (241 spaces) while generating funds to replace approximately 60 of the
existing Village surface parking spaces. For purposes of this analysis, we used the developer’s
conservative TIF revenue (property tax increment) projections (see Table 1 below) in estimating
1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643

MIDWEST@GGASSOC.COM
PAGE 1
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the amount of dollars the Village will need to pay outside of the TIF to fund the parking
structure. Input from the Milton Township Assessor suggests a higher assessed value of the
apartment property upon completion could result and therefore higher TIF increment could be
generated.’

If following more extensive due diligence the developer finds it can reduce development costs
further or obtain higher rents than currently anticipated and therefore reduce the need for a
subsidy to bridge the feasibility gap, then less funds would be required from the General Fund to
pay the shortfall. Under the current estimates provided, for thegyerall parking capacity additions
to be made and apartment development to be feasible, thg e will need to allocate dollars

iedeyeloper’s rent payments from the

General Fund.

TA
Estimated Parking Garag@FundingdSh ortfall
Net Present Value of Village Revenue' ' '
20-Year Master Lease Payn'lfsnts2 $8,625,377
20-Year TIF Revenue (Village Portio $1,536.129
Total Net Present Value Village Re $10,161,506
Parking Garage Constr
Private Parking (2418 $8,156,614
Public Replaceme $3,621,401
Public New Parkin $5.212.110
$16,990,125
$6,828,619
100.0%
Public R& 55.4%
Public New ¥ 0.0%
Number of Par SRR Would Pay "Out of Pocket" 202 spaces
'Based on annual (g 2%.
2 Based on annual mastgea ment of $645,961 over 20 years.
3 Construction cost estimXggom Next Generation Development.
Sources: Next Generation Development; Gruen Gruen + Associates.

! If annual increment were to approximate $710,000 per year (as opposed to $422,500 as estimated by the
developer), which may be reasonable to expect based upon preliminary input from the Milton Township
Assessor, the funding shortfall would decrease to only $3.6 million. Holding all other inputs the same,
for every dollar increase of property tax above $422,500, the net operating income of the development
would reduce by a dollar. Therefore, the investment feasibility threshold would be impacted accordingly.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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In order to bridge the feasibility gap associated with the proposed residential development and
associated parking and pay for the replacement of lost parking and new additional parking, using
the most conservative TIF property tax forecast would require the Village to contribute
approximately $6.8 million from sources other than the TIF. This contribution would essentially
cover 44.6 percent of the costs of the replacement parking and all of the new, additional parking
that the proposed development cannot feasibly support.

Based upon the developer’s yield on cost requirement of seven percent, the developer has
requested an annual tax abatement or rebate of TIF equal to $298741. Without the requested 20-

residential project cost of approximately $31.5 milli6f§” Total{foject costs including land are
estimated at $35.7 million. Accordingly, a gapgofia imatclyifd 2 million exists. Seven
percent of the funding gap is equal to $29 tlie amount of annual tax
abatement requested. (Capitalizing $293,741 )

ctit payments would also offset some of the costs of
tue to the development. Under the proposal, then, the Village
the full cost; replace parking spaces lost at less than the full cost

PRESENT VALUE OF REVENUE TO VILLAGE
INSUFFICIENT TO PAY TOTAL COSTS OF PARKING GARAGE

As indicated above, the two revenue sources (master lease plus Village portion of tax
increment) will not fund all debt service requirements of the parking garage if the Village
were to issue a 20-year General Obligation bond. The estimated parking garage
construction cost exceeds the present value of Village revenue by approximately $6.8

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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million.? In addition to debt service and bond issuance costs, on-going expenses to maintain and
operate the garage and capital replacement reserves to ensure the long-term operability of the
garage will need to be accounted for.

The shortfall is attributable to the provision of new, additional parking spaces and the need
to replace surface parking costs that are not fully offset by the developer’s rent payments
and anticipated available TIF increment. For example, under the forecast TIF increment, the
subsidy to the developer will support the development of both the apartment units and associated
private parking requirements (241 spaces) while generating fifids to replace approximately 55
percent or 60 of the existing Village surface parking sp None of the additional planned
public parking spaces would be funded by the two Villa@e nue sources. The Village would

ApD 200 of the planned public
parking spaces. Given the current real estate ecg Sidential development, absent
rents increasing or costs proving lower than £UrLe Aresidential project itself

PARTICIPATION

Accordingly, if developer returns tulf dhan anticipated and which would
otherwise have reduced the need for a Sub: Village for contributing the
land and the subsidygtd & ' lpand as§dciated parking feasible, a
participation arrangg iedepublic-private transaction. The

ontributed to the project or additional dollars
g at the onset by participating in a portion of
)| percent threshold made possible by the

alculated upon the sale or refinancing of the project,
wits. will not apply and this would take into account the

2 If annual increment were to approximate $710,000 per year (as opposed to $422,500 as estimated by the
developer), which may be reasonable to expect based upon preliminary input from the Milton Township Assessor,
the funding shortfall would decrease to only $3.6 million.
1121 Lake Cook Rd Suite A, Deerfield, IL 60016 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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The following reviews the essential elements of and estimates underlying the project.
PHYSICAL DEVELOPMENT PARAMETERS

The proposed program includes 185 multi-family apartment units and 241 parking spaces for the
residents. Table 2 below summarizes the physical parameters of the proposed development.

TABLE 2: Residential Development Parameters
Gross Site (Land) Area 2.10 Acres
Number of Apartment Units
Gross Building Area in Square Feet
Net Building Area in Square Feet
Average Unit Size in Square Feet
Number of Structured Parking Spaces’ il
" According to Next Generation Development e garage will be
allocated to the apartment use.

The total site area is estimated at approXimatelyjie M 8ize. The multi-family apartment
building is planned to i c 194,983 2 i i
estimated at 162,485 10} : Ely cent. The average unit size
approximates 878 st ' Wi argtfo tialftommercial component has not
been factored into the

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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DEVELOPMENT COST PARAMETERS

Table 3 below summarizes expected development costs before land acquisition and financing,
based on information provided by the developer. No costs associated with public parking are
included.

TABLE 3: Residential Development Costs

Total $
Site Development @ $19.15-Per-Square-Foot of Land 1,750,000
Residential Construction @ $120-Per-Square-Foot of B 23,397,830
Space'
Residential Amenities 1,385,500
Contingency and General Conditions 3,045,262

Residential Parking @ $33,845 Per Space
Hard Construction Costs N
Property Taxes N 2000

,156,645

Permit and Impact Fees 1,335,385
Construction Management 1,827,866
Soft Construction Cost 3,263,251

Total Construction QRSP Rd D | 40,998,488

€osts, including site development, residential
? contingency, and residential parking are
on or approximately $204,000 per apartment unit. Soft
nyees and financing costs, are estimated at approximately
‘tosts, excluding land and financing are estimated at just under
$41.0 million. Not&ior, this ana , we added the costs of the 241 spaces for the residential use

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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MARKET PARAMETERS

Table 4 summarizes the market parameters for the analysis, based on information furnished by

the developer.

E.ld

TABLE 4: Residential Market Parameters

Average Monthly Rent Per Unit / Per Square Foot $1,737/$1.98

Annual Apartment Rent Escalation:
Years1-3
Year 4
Year 5+

Annual Operating Expenses Per Unit / Per Squarg
Foot

Apartment Occupancy:
Year 1
Year 2
Year 3+

Monthly Parking Revenue Per Space

b + Associates.

Sources: Next

tapproximately $1.98-per-square-

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM

YCE the first three operating years of the project.
limately $6,332 per unit or $7.21-per-square-
ly 65 percent occupied in the first operating
Monthly parking rent is estimated at $125
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FINANCING AND INVESTMENT PARAMETERS

Table 5 below summarizes the financing and investment parameters stipulated by the proposer.

E.ld

TABLE 5: Financing and Investment Parameters of Apartment Use

Equity as Percent of Project Total 25.0%

Internal Rate of Return (IRR) on Equity Threshold 15.15%

Sale Year for IRR Calculation

Construction Loan:
Annual Interest Rate
Loan Points

Sale Year Capitalization Rate

Sale Expenses

percent loan fee is assumed to be securcgy
permanent financing. ¢

jpiand hold the property for three years. The sale
and selling expenses are estimated at three

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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RESULTS OF RESIDUAL LAND VALUE ANALYSIS

Table 6 presents the results of the discounted cash flow analysis and estimate of residual land

value.
TABLE 6: Results of Residual Land Value Analysis
Total $
Residual Land Value 2,035,500
Project Value:
Construction Costs 40,999,000

641,000
154,000

Financing Costs
Loan Points
Total Project Value
Equity
Internal Rate of Return in Year 3

The results of the real estate econo g hat the project could support a land
value of $2,035,000, while generating{@ quity invested. Therefore, the
project could support the @ (reported at $1.725 million).

Note this result reflect§ leciati Ve af the pr 861d soon after completion of
construction and leaSENf -atesia significanigortion of theigeturn on equity investment. The

in our model. Under the feasibility described above, the sales value and therefore net proceeds
are factored into the cash flow and return on equity. Given the short holding period assumed, the
income in initial years of operation does not generate a seven percent yield on development
costs. Under the inputs outlined above, the yield on cost totals 6.5 percent. Therefore,
considering only the income portion of the return, the project would not achieve a feasible hurdle
rate or minimum feasibility threshold.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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Based upon the developer’s yield on cost requirement of seven percent, the developer has
requested an annual tax abatement or rebate of TIF equal to $293,741. Table 7 below
summarizes the need for the requested tax abatement or rebate of TIF.

TABLE 7: Estimated Residential Project Funding Gap With and Without Tax Abatement

No Tax Abatement With Tax Abatement
$ $

Effective Gross Income' 4,022,325 4,022,325
Operating Expenses (1,171,44 (1,171,441)
Master Lease Payment” . (645,961)
Property Tax Abatement 293,741

Net Operating Income 2,498,664
Acceptable Project Cost @ 7% Yield 35,695,200

Estimated Project Cost’ 35,695,200

Project Fundmg Gap*

2 Annual master lease payment from dg
? Includes land, hard and soft costs asso
* Estimated cost less acceptable cost.

15 percent annual discount rate (matching the required equity return rate). In essence, the
requested incentive of $293,741 per year raises the net operating income to a level
generating the required yield on cost of seven percent and therefore achieving the

feasibility threshold.

In addition, the developer has requested that the Village construct the parking facilities which
would serve the residents, replace 107 spaces of existing surface parking, and add 154 new
spaces sought by the Village. The developer has proposed to pay rent to the Village that would

4121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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more than cover the estimated annual debt service costs attributable to the development of the
241 residential spaces. The “excess” rent payments would also offset some of the costs of
replacing the surface parking lost due to the development. Under the proposal, then, the Village
will add new parking spaces at the full cost; replace parking spaces lost at less than the full cost
of replacement, while the rent payment will amortize the costs of the residential parking.

PRESENT VALUE OF REVENUE TO VILLAGE
INSUFFICIENT TO PAY TOTAL COSTS OF PARKING GARAGE

Total parking garage construction costs are estimated 4it8§16,990,125 according to Next
Generation Development. The Village is being asked tofftindtand construct the entire 502-space
garage. As shown on Table 8, two project-specific révei Ifkes are expected to be available
to fund garage construction: master lease payfients from thS{developer and property tax
increment generated by the apartment componghtsboth over 20 year NQliz

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
MIDWEST@GGASSOC.COM
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TABILE 8: Present Value of Village Revenue Over 20 Years

Property Tax Increment
Total Rebate to
Master Lease Increment’ Developer* Village Portion
$ $ $ $
Year 1 645,961 105,625 (73,938) 31,688
Year 2 645,961 211,250 (147,875) 63,375
Year 3 645,961 316,875 1,813) 95,063
Year 4 645,961 422,500 93,741) 128,759
Year 5 645,961 422,500 293,741) 128,759
Year 6 645,961 422,500 ,741) 128,759
Year 7 645,961 422.5 41) 128,759
Year 8 645,961 42 (2935 128,759
Year 9 645,961 4 0 (293,7 128,759
Year 10 645,961 4223 293,741) 128,759
Year 11 645,961 422,5 93,741) 128,759
Year 12 645,961 422,500 (293,741) 128,759
Year 13 645,961 ,500 (293,741) 128,759
Year 14 645,961 93,741) 128,759
Year 15 645,961 22, ,741) 128,759
Year 16 2,500 ( 41) 128,759
Year 17 5, 5 93,741) 128,759
Year 18 45,961 4 93,741) 128,759
Year 19 Ns,961 422; (293,741) 128,759
Year 20 422,5 729354 128,759
Total Y 2,91 5 /(5437222) || 2,379,028
Net Pt T
Value 37 5,049,524 (3,513,395) 1,536,129
" Projectioni@fitax increment based up veloper estimates. To be conservative; mo-escalation
of property t ement over e is ass®hed. Per input from the Milton Township Assessor,
assessments are e§timated at 25%,150% and 75% of full value over the first three years,
respectively. Assumgsno changéin the current property tax rate over time.
% The rebate to the de i estimated as the lesser of two numbers: 70% of increment or
$293,741. SR

3 The Village’s current borr %ing rate is estimated at 4.0 to 4.2% for 20-year General Obligation
debt (Aal rated). We use a 4.2% annual discount rate.

dyl

Sources: Next Generation Development; Village of Glen Ellyn; Gruen Gruen + Associates.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
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Under the developer’s forecast, the TIF would retain approximately $128,760 per year following
the full assessment of the property.’ Assuming a discount rate of 4.2 percent to reflect the
Village’s borrowing cost, the stream of unabated property tax increment would equate to
approximately $1.5 million on a present value basis. The present value of Master Lease
payments would total $8.6 million. Collectively, the two revenue sources total approximately
$10.2 million on a present value basis to the Village. Table 9 below summarizes the proportion
of parking garage funding requirements supported by these two Village revenue sources.

TABLE 9: Estimated Parking Garage Fupfng Shortfall

Net Present Value of Village Revenue'

20-Year Master Lease Payments $8,625,377
20-Year TIF Revenue (Village Portion) $1.536.129
Total Net Present Value Village Revenue $10,161,506

Parking Garage Construction Cost’
Private Parking (241 Spaces)
Public Replacement Parking (107 Spaces)
Public New Parking (154 Spaces)
Total Construction Cost

$16.9

90,125

Estimated Parking Garage Funding\@ad $6,828,619
Percent of Garage Funded by Village'Re:
Private Parking (241 S A 100.0%
Public Replacement 55.4%
Public New Parki 0.0%
Number of Parking 202 spaces

" Based on annual disco

debt service requirements of the parking garage if the
eneral Obligation bond. The estimated parking garage
e present value of Village revenue by approximately $6.8
million.* In addition to debt service and bond issuance costs, on-going expenses to maintain and
operate the garage and capital replacement reserves to ensure the long-term operability of the
garage will need to be accounted for.

* The developer’s tax increment estimate is effectively based on a market value estimate of $95,000 per unit. This
represents about 60 percent of estimated land and hard construction costs of $169,000 per unit. GG+A believes that
the estimate of incremental property tax is very conservative. Based on preliminary information from the Milton
Township Assessor, we believe annual increment may approximate $710,000 per year.

4 If annual increment were to approximate $710,000 per year (as opposed to $422,500 as estimated by the
developer), which may be reasonable to expect based upon preliminary input from the Milton Township Assessor,
the funding shortfall would decrease to only $3.6 million.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
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The shortfall is attributable to the provision of new, additional parking spaces and the need
to replace surface parking costs that are not fully offset by the developer’s rent payments
and anticipated available TIF increment. For example, under the forecast TIF increment, the
subsidy to the developer will support the development of both the apartment units and associated
private parking requirements (241 spaces) while generating funds to replace approximately 55
percent or 60 of the existing Village surface parking spaces. None of the additional planned
public parking spaces would be funded by the two Village revenue sources. The Village would
be required to fund, from other revenue sources, approxi y 200 of the planned public
parking spaces.

1121 Lake Cook Rd Suite A, Deerfield, IL 60015 847-317-0634 Fax 847-317-0643
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Gruen Gruen + Associates (GG+A) is a firm of economists, sociologists,
statisticians and market, financial and fiscal analysts. Developers, public agencies,
attorneys and others involved in real estate asset management utilize GG+A research
and consulting to make and implement investment, matketing, product, pricing and
legal support decisions. The firm's staff has extensive experience and special training
in the use of demographic analysis, survey research, economettics, psychometrics
and financial analysis to describe and forecast matkets for a wide variety of real estate
projects and economic activities.

Since its founding in 1970, GG+A has pioneeted the integration of behavioral
research and econometric analysis to provide a sound foundation for successful land
use policy and economic development actions. GG+A has also pioneered the use of
economic, social and fiscal impact analysis. GG+A impact studies accurately and
comprehensively portray the effects of public and private real estate developments,
land use plans, regulations, annexations and assessments on the affected treasuries,
taxpayets, consumets, other residents and property owners.

San Francisco: Denvet: Deetrfield:
(415) 432-4342 (720) 583-2056 (847) 317-0634
st@ggassoc.com denver@gpassoc.com midwest(@ggassoc.com

WWW.ZoaSss0C.Com

APPLYING KNOWLEDGE, CREATING RESULTS, ADDING VALUE
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VILLAGE OF GLEN ELLYN, ILLINOIS -~ NEXT GENERATION PROPOSED
DEVELOPMENT
CENTRAL BUSINESS DISTRICT TIF DISTRICT

EXECUTIVE SUMMARY - TIF/SALES TAX PROJECTIONS
September 15,2014
Introduction

Next Generation LLC or entities formed by it (the “Developer”) has proposed to develop
certain property located in the Central Business District TIF located north and south of Crescent
Boulevard, and west of Glenwood Avenue, which development would principally consist of the
construction of the following uses (the “Mixed Use Development”):

1) 180 unit residential apartment units and associated parking spaces;
2) 3,700 s.f. retail/commercial space; and
3) 112 to 268 parking spaces for public use.

The Village of Glen Ellyn, Illinois (the “Village”) has included the property in 2012 as part
of a “redevelopment project area” (the “TIF District”) per the Tax Increment Allocation
Redevelopment Act, 65 ILCS 5/11-74.4-1, as amended (the “TIF Act”) pursuant to the Central
Business District Redevelopment Plan and Project (the “TIF Plan™) thereby allowing the Village to
use the property tax increment generated thereby to pay for certain eligible redevelopment costs
(the “Incremental Property Taxes”). The Village is also expects to collect taxes received by the
Village pursuant to the Retailer’s Occupation Tax Act, Service Occupation Tax Act, Use Tax Act,
the Service Use Tax Act, the Home Rule Municipal Retailers’ Tax Act and the Home Rule Service
Occupation Tax Act (collectively, the “Local Sales Taxes”). These taxes are not required to be
deposited in the TIF fund.

The following preliminary analyses provide a projection of the Incremental Property Taxes
that would be generated by the Mixed Use Development. The attached Exhibit A provides a brief
description of the general assumptions that are used in the analysis.

The following is a description of the three Incremental Property Tax scenarios analyzed
herein:

Scenario No. 1;: Maximum 40% School District Tuition Allocation

Scenario No. 2: Mid Point 20% School District Tuition Allocation

Scenario No. 3: Minimum 0% School District Tuition Allocation (assumes no new school
age children generated by the Mixed Use Development)

The following preliminary analysis also provides a projection of the Local Sales Taxes that
could be generated by the retail portion of the Mixed Use Development. The attached Exhibit A
provides a brief description of the general assumptions that are used in the analyses.

Packet Pg. 48




Attachment: Attachment E - Kane McKenna TIF Analysis

E.l.e

Kane, McKenna and Associates, Inc. (“Kane, McKenna”) has reviewed the materials in
relation to available file material, industry reports and research of comparable properties. Certain
of the general assumptions described in Exhibit A have been provided by the Developer.
Kane, McKenna has not been provided with any type of marketing studies related to the
retail portion of the Project and has utilized industry averages for the projections. The
purpose of the analysis contained herein is to determine the incremental property tax and
sales tax revenue benefits derived from the Mixed Use Development.

Analysis of Projected Incremental Property Taxes

The Village’s TIF Plan provides for the statutory payments to the school districts for the
reimbursement of up to 40% of the Incremental Property Taxes generated by the residential portion
of the Mixed Use Development for the per capita tuition costs associated with the net new students
to the school districts residing in the residential units. It is important to note that the actual
payment to the school districts is based on the presence of new school age children residing in the
Project and evidenced annually, To the extent that the 40% allocation is not paid out (number of
school children times per capital tuition charge less State aid), the Village retains the remainder of
the 40% allocation. For purposes of the analyses, the residential development Incremental
Property Tax projections assume up to 40% of the increment is allocated to the potential student
tuition reimbursement requirements (the “Student Payments™) and projects that the remainder of
the residential development Incremental Property Taxes (60%) and 100% of the retail portion of
the Mixed Use Development are available.

In addition, sensitivity analysis is undertaken to estimate alternate levels of school tuition
allocations — either 20% or 0% — in order to frame the analysis based on actual school age children
that may reside in the Mixed Use Development — which is based on an annual accounting tied to
actual students residing in the Project during the year of the calculation.

The equalized assessed value of the properties used to determine the initial equalized
assessed value for the TIF District is $530,262 (the “Base EAV™). The following Table 1 is a list
of the parcels and their respective assessed values determined at the time of the creation of the TIF

District:
BASE
PIN TIF EAV
05-11-314-008 $530,262
05-11-316-008 $0
Total $530,262
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Furthermore, the analyses herein also assume that the 2013 state equalization factor
(1.0000) and a two year average property tax rate (8.1934%) are applicable to all calculations of
property taxes.

Exhibit A is a preliminary analysis of the projected amount of Incremental Property Taxes
that would be generated by the Mixed Use Development.

Exhibit A also includes an analysis of the projected equalized assessed valuation of the
Mixed Use Development during the absorption period; and

Provides a projection of the Incremental Property Taxes that would be generated by the

Mixed Use Development after the provision for Student Payments under the maximum
allocation (40%), mid point allocation (20%) and no student assumption (0%).

Analysis of Projected Sales Taxes

Exhibit A also includes a preliminary analysis of the projected amount of Local Sales Taxes
that could be generated by the retail portion based on the average for the Project retail square
footage of space.

The retail sales estimates would need to be supplemented by actual user data as

tenants are identified by the Developer as well as a review of actual sales taxes currently
generated at the site.

Summary

Analysis of Projected Incremental Property Taxes

Pursuant to the requirements of the TIF Act, the analysis provides for the maximum amount
of the Student Payments to be paid to the school districts servicing the area. Furthermore, the TIF
Act provides that the Village may reimburse itself for administrative costs relating to a
redevelopment project area. None of the analyses provide for the reimbursement of any
administrative costs but the Village can allow for the payment of such costs as the analysis is
refined.

Summary Table

The following is a summary of the Incremental Property Taxes and Local Sales Taxes
projected to be generated by each of the school allocation scenarios.
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Incremental Property
Taxes

Gross Incremental Taxes

NPV of Total Incremental
Property Taxes (100%) @4.0%
(assumes 0% school allocation)

NPV of Total Incremental
Property Taxes (100%) @4.5%
(assumes 0% school allocation)

Incremental Property
Taxes (After School Allocations)

Gross After 40% Allocation

NPV of Incremental
Property Taxes After 40%
Allocation @4.0%

NPV of Incremental
Property Taxes After 40% @4.5%

Gross After 20% Allocation

NPV of Incremental
Property Taxes After 20%
Allocation @4.0%

NPV of Total Incremental
Property Taxes After 20%
@4.5%

Local Sales Taxes

Total Local Sales Taxes

4

S:\Client Folders\Glen Ellym\Glen Ellyn Next Gem\Summary\T1F_Sales Tax Projections Executive Surmmary 09.15.14.docx

$10,669,949

$6,481,986

$6,115,472

$6,899,930

$3,941,516

$3,718,653

$8,578,998

$5,211,751

$4,917,062

$411,883

E.l.e
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EXHIBIT A

General Assumptions

Construction of the Mixed Use Development would commence in the 1st quarter or 2" quarter of 2016;
completion and initial occupancy in 2017; fully stabilized property tax assessment in 2019.

Mixed Use Development

Market Value
Size Estimate
Project Description (sq.ft./Units) (sq.ft./Unit)
Residential Rental 180 $100,000/per unit
Retail/Commercial 3,700 $100/per s.f.

Assume average sales of $250/s.£. for the retail portion

Sales growth rate assumes inflation at 2.0% annually for first 10 years and 2.5% thereafter

Sales tax rate — 1.0% Village portion of state sales tax and 1.0% home rule sales tax
_Projections of sales tax collections adjusted for lag in receipt from State and accounting by

Village (projected sales tax for each year based on 25% of collections from prior year and 75%

of collections from current year) for each year thereafter

e Non-sales tax generating uses — assume 75% of retail uses generate sales tax

» 2012 and 2013 Average Tax Rate = 8.1934%
e State Multiplier = 1.000

o Annual growth rate for property assessments = 2.0%

s Tax collection — one year in arrears, e.g., 20135 taxes collected in 2016

e County assessment rate of 33.33% was used to determine the assessed value of the Mixed Use
Development

e TIF expites in 2035 (final property tax collection year of 2036)

Packet Pg. 52




Attachment: Attachment E - Kane McKenna TIF Analysis ' ' E.le

EXHIBIT B

MIXED USE DEVELOPMENT
PROJECTIONS AND ASSUMPTIONS
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Attachment: Attachment F - Next Gen Reconciliation Jan

Apartments at Crescent

E.1f

Reconciliation from January 2014 Gruen Report to the Current Proposal

As we at Next Generation Development (NGD) have articulated from the being of our process
with the Village of Glen Ellyn (Village) in order to create an economically viable project, our
development will have to generate a yield on cost (stabilized net operating income divided by
total development costs) of at least 7%. Since the net operating income (NOI) dictates the
amount of cost our project will support and therefore the amount of the resulting subsidy, our
reconciliation (attached) starts with the projected net operating income of $2,498,644 as stated
on page 10 of the Gruen Gruen report dated January 2014,

Below please find a comparison of what NGD believes OPUS is requesting at their project
compared to our proposed project:

Site Conditions

Replacement Parking

Additional Parking

] Nét Subsidy

NGD is requesting that the
Village vacate the portion of
Crescent Boulevard from from
Prospect Avenue to Glenwood
Avenue including the adjacent
municipal parking lot.

NGD is requesting the Village to
provide $1,750,000 to address
utility relocation and related
issues which exist on the site.

Crescent Street Apartments will
displace approximately 112
existing parking spaces. Since
the benefit of converting surface
parking spaces to structured
parking will accrue to the Village,
NGD is requesting the Village to
provide funding for the
conversion cost of approximately
$3,118,640 ($27,845 per space).

NGD is prepared to construct

156 additional parking spaces for

and at the Village's cost which is
projected to be approximately
$27,845 per.space,

NGD is requesting the Village to
provide a subsidy of
approximately $850,000 to be
used to offset development costs
to allow the project to reach an
acceptable financial return of 7%
on total development costs.

" to vacate the municipal parking

lot on Main Steet.

- NGD understands the OPUS is
< requesting Village support of an

amount NGD does not have
knowledge of to address site
issues including potential

" environment issues.

The OPUS project will displace
approximately 130 parking
spaces. NGD does not know if

" OPUS will be requesting the

Village to provide funding for the
conversion of surface to
structured parking as NGD is,
however we believe that OPUS

. is functioning under the same

financial constraints NGD is.

NGD understands the OPUS is
prepared to construct up to 53
additional parking spaces for and
at the Village's cost.

NGD has no knowledge of the
OPUS request for net subsidy.

There have been several extended discussions about the use of a TIF and the financial impact
to Glen Ellyn over the past year which we would like to clarify.

+ TIFs where created to be used in situations where economic activity would not be possible if
not for the availability of TIF proceeds.

- Of every dollar of real estate taxes paid by business and residences of Glen Ellyn only 6.6% is
available to the Village or put differently for every dollar of tax increment used to fund a TIF,
93.4% is being funded by municipal bodies other than Glen Ellyn.

- NGD'’s projected NOI assumes the project is paying $422,500 in tax increment. If the
increment is understated, the result is a greater real estate tax bill to the project which would
result in needing to apply the additional increment to actually paying real estate taxed. The
end result being, no net benefit to the project or NGD.

July 14, 2014
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Attachment: Attachment F - Next Gen Reconciliation Jan

Apartments at Crescent

Reconciliation from January 2014 Gruen Report to the Current Proposal

Amount Item

Comment

NOI per January 2014 Gruen
2,498,664 |Gruen report

645,961 |Remove master lease payment

The January 2014 Gruen Gruen report assumes a
master lease structure. NGD is now assuming we
finance our required parking seperately.

Remove partial real estate tax
(293,741) |abatement

The January 2014 Gruen Gruen report assumes
the NGD receives a partial real estate tax
abatement, which is no longer the assumption.

2,850,884 |Adjusted NOI

Assumes no master lease payment or partial real
estate tax abatement.

15,410 NOI per unit - 185 units

The January 2014 Gruen Gruen report assumes
the project has 185 units.

2,773,833 |NOI reduced to 180 units

NOI sized to 180 units, down from 185 units in the
January 2014 Gruen Gruen report.

275,169 [NOI net change

NOI adjusted for the removal of the master lease
payment, real estate tax abatement and the
reduction of the number of residential units from
185 to 180.

3,930,987 |Capped at 7%

Additional development costs which can be
supported by NOI capitalized at 7%.

The following are adjustments against the $3,930,987
of additional cost supportable by changes to NOI.

(6,515,730) | Residentail Parking 234 spaces

Cost of residential parking which where assumed
to be paid from the master lease payment, now
included in development costs. NGD’s projected
cost per parking space has been reduced from
$33,845 per space to $27,845 per space which
we believe is better aligned with cost per parking
space at the proposed OPUS project.

Conversion of Village surface
parking spaces to structured
(8,118,640) |parking - 112

NGD's projected cost per parking space has been
reduced from $33,845 per space to $27,845 per
space which we believe is better aligned with cost
per parking space at the proposed OPUS project.
The number of replacement spaces has been
adjusted up from 107 to 112 as requested by
planning.

Site development - relocate
1,750,000 |untilites per master plan

As the Village's master plan indicates that
Crescent Boulevard will be vacated and therefore
utilities will need to be relocate. We have removed
the relocation costs from our projected
development budget. We believe that is approach
is constant with the OPUS site where they are
requesting support to deal with environmental
issues.

Value of Village structured
3,118,640 |parking - 112 spaces

As this Village is benefiting from the conversion of
surface parking spaces to structured parking, we
believe that this cost is not a NGD development
cost and therefore were have removed it from our
project cost. Although NGD does not know how
the replacement spaces are projected to be
funded at the OPUS project NGD believes that
they will be operating under the same financial
constraints and therefore arrive at the same
position as NGD.

834,743 [Net Subsidy

Development costs which cannot be supported by
the project’s NOI.

July 14, 2014
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