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DESCRIPTION OF PROJECT

A. Imtroduction

Section 66.1105(4)(d), Wis. Stats. Requires the "preparation and adoption of a project
plan for each tax mecremental district.”" This Project Plan is submitted in accordance
with this statutory requirement,

District Boundaries & Compliance with Statutory Eligibility Criteria

Tax Incremental District No. , City of Milwaukee ( the * District”™) consists of a single
22.9 acre site located at 3073 S. Chase Ave.. (Tax Key No. 506-0012-115). The
District is shown on Map 1, "Boundary and Existing Land Use," and described in
Exhibit 4, "Boundary Description."

The District is presently zoned IH (Industrial Heavy). The 513,000 s.f.
manufacturing building on the property was previously operated by Nordberg, Inc.
and then by its parent company, Metso Minerals. With the exception of a small
testing center, Metso ceased operations at this location in mid-2004. The property
was then put up for bid, and subsequently acquired by Industrial Properties, LLC in
early 2005. Approximately 85,000 s.f. of the building is leased to Bucyrus
International, Inc. for the fabrication and welding of mining equipment; and, 20,000
s.f. 1s leased to Metso for its testing facility. The balance of the building is vacant and
consists of high-bay manufacturing space that is largely vanishing from the
Milwaukee area.

In addition to its high vacancy rate, the facility requires significant renovations and,
accordingly, the District satisfies the requirements of Wis. Stats. Sec
66.1105(4)(gm)(4)(a) as being a "blighted area.”

Over the last seven years, the assessment of improvements in the District has always
exceeded the land assessment. Accordingly, the District is not “vacant” property, as
provided in Sec. 66.1105(4)(gm)(1).

Project Plan Goals and Objectives
Goals and objectives for the District are:

1. To redevelop the building in the District for manufacturing and office use. For
example, as noted above, Bucyrus International is leasing space in the facility.
Bucyrus expects to employ 50 welders at this location, plus an additional 30-40
support staff. The average wage for the welding positions is $22 per hour. The
primary goal for the District is to attract similar tenants to the balance of the



facility, making this location a significant concentration of employment in the
city, at family-supporting wages.

2. To increase the property tax base of the community.

D. Existing Land Uses and Conditions in the District

As discussed above, the District contains a 513,000 s.f. heavy manufacturing plant,
situated on 22 acres. Approximately 453,000 s.f. of this area is leasable, the balance
being common areas.

The site 1s located at the intersection of S. Chase Ave., and W. Oklahoma Ave., and is
approximately one-half mile from the Holt Ave. ramps to I-94. As such, the property
was sought after by developers proposing to obtain the necessary zoning changes,
demolish the current complex, and build big-box retail at this site. One proposal was
to construct a major home-improvement store at this location, approximately one-
quarter mile from the Home Depot now under construction on Holt Ave., in TID 55.
Given the interest of Bucyrus to become the anchor tenant in the existing facility,
bringing up to 90 jobs with it, the City strongly resisted the zonmmg change, and
encouraged the site’s redevelopment for manufacturing purposes.

The facility, however, is 80% vacant and required significant expenditures to
accommodate Bucyrus and future tenants. A preliminary budget for the past and
future renovations is shown in Exhibit 2, and consists of roof repair and replacement,
parking lot repaving, update and repair of rail access, new loading docks, remodeling
of existing offices, and furniture and fixtures. Total estimated renovations are
$2,685,000. Along with the purchase price of the property, total project cost is
estimated at $7,485,000.

L PROJECT PLAN PROPOSALS

A. The following is a description of the kind, number, and location of all proposed
Public Works or Improvements within the District:

1. Given the strong interest by the City to attract Bucyrus and similar manufacturing
tenants, as well as the need for Bucyrus to expeditiously move into the facility,
the Developer paid a premium over what the property was worth for continued
industrial use. As in incentive to the Developer to proceed, the City proposed



funding, pursuant to a Development and Contribution Agreement, up to $500,000
for the redevelopment or operating costs of the project. These funds will be
advanced by the Developer and repaid, by the City, but only from future tax
incremental revenue generated in the District. These payments will terminate
when occupancy in the facility reaches 80%, or in ten years, which ever occurs
sooner. All expenditures in the District will occur at 3073 S. Chase Ave.,
Milwaukee, WI.

B. The following is an estimate of the project costs to be implemented as part of this
Project Plan.

TASK ESTIMATED COST
City grant to Redevelopment $ 500,000
Authority for Contribution to

Developer Costs

NET PROJECT CAPITAL $ 500,000
COSTS

Estimated Interest Costs 0
TOTAL TID PROJECT S 500,000
COSTS ’

The Developer will advance the $500,000 noted above. These funds, will be repaid,
pursuant to a Monetary Obligation with the Developer, but only from incremental
taxes generated annually in the District.

The costs included in this subsection, without limitation hereof because of
enumeration, are claimed as eligible Project Costs as defined under Wis. Stats. Sec.
66.1105(2)f) and may be incurred directly by the City, or by the Redevelopment
Authority of the City pursuant to a grant or cooperation agreement with the City,
pursuant to Wis. Stats, Sec.66.1105(2)}(H)(1)(h).

C. Project financing and timetable for expenditures:

All expenditures are expected to be incurred in 2005-2014; i.e. the term of the
Monetary Obligation will be 2014.

As discussed above, the TID funding will be advanced by the Developer and
amortized from future tax incremental revenue generated in the District.



D. List of Estimated Non-Project Costs:
Estimated costs of redeveloping the entire project are shown in Exhibit 2.
E. Proposed Method of Relocating any Persons to be Displaced:
No persons or businesses are to be displaced.
F. Statement Indicating How District Creation Promotes Orderly Development:

The Project Plan for the District anticipates the redevelopment of a 513,000 s.f, largely
vacant industrial facility. Total investment is estimated at approximately $7,500,000.
Based upon prior experience with the City's Industrial Land Bank program, and the
number of employees ultimately expected at Bucyrus, we estimate one job will be located
here for every 1500 s.f. of manufacturing space, or a total of 320 employees. To the
extent office and service businesses locate in the complex, employment could be
markedly greater. The project, therefore, adds employment opportunities to the
community as well as tax base.

G. Proposed changes of zoning ordinances, master plan, if any, map, building codes
and city ordinances:

The zoning for the District is currently IH ( Industrial Heavy). The zoning is not planned
to be changed.



APPENDIX

List of Exhibits
Map 1: Map of Boundary and Existing Land Use
Map 2: Map of Site and Structure Condition
Map 3: Map of proposed improvements
Exhibit 1: Parcel listing and calculation of percent “blighted” and “'vacant.”
Exhibit 2: Project budget
Exhibit 3: Economic Feasibility Study
Exhibit 4: Metes and Bounds description of District boundary.

Exhibit 5: City Attorney’s opinion.
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EXHIBIT 2

PROJECT BUDGET
Industrial Properties, LLC
3073 S Chase Avenue
Milwaukee, Wi 53207
Project Cost
Site Acquisition 4,800,000
Site Improvement
Bucyrus improvements 215,000
General Repair 185,000
Signs 20,000
Roof repair and replacement 300,600
Parking lot repavement 385,000
Repair/Update Rail Access 300,000
New Construction (Dock Construction) 120,000
Remodeling of Existing {Demising) 300,000
Equipment (Metering, Docks, Security)
Metering & Security and Fire Alarm 150,000
Docks 60,000
Furniture & Fixtures 0
Working Capital 500,000
Debt Refinancing 0
Other 150,000
Total 7,485,000



EXHIBIT 3
ECONOMIC FEASIBILITY STUDY FOR:

CHASE COMMERCE CENTER PROJECT

Background:

The City of Milwaukee is proposing to assist in the redevelopment of the Chase
Commerce Center Project, a 513,000 s.f. manufacturing facility located at 3073 N. Chase
Ave. The property was acquired by Industrial Properties, LLC earlier in 2005 in an effort
to attract Bucyrus International, Inc. to the site and to preserve manufacturing space in
the city - rather than convert it to retail or commercial uses which support lower paying
jobs. In order to implement the project, the Developer purchased the property at a
significant premium over assessed value, despite the fact that the facility was essentially
vacant and had only a lease for 20,000 s.f. from the facilities previous owner, Metso
Minerals, Inc. Currently taxes on the facility are $75,000 annually. Based on the higher
purchase price, annual taxes would be $120,000, a 62% increase.

As an incentive to the Developer to proceed with the acquisition, the City proposed
funding, pursuant to a Development and Contribution Agreement, up to $500,000 for the
redevelopment cost of the project. These funds will be advanced by the Developer under
a “pay-as-you-go” approach, and be repaid, by the City, but only from future tax
incremental revenue generated by the project. These payments will terminate when
occupancy in the facility reaches 80%, or in ten years, which ever occurs sooner.

The overall cost of the project is set forth in Exhibit 2 and totals 7,485,000.

Anticipated Cash Flow for the Project:

Table A sets forth the Developer’s forecast of revenues and expenses for the project over
the next ten years. Leasing up a project such is this is much less predictable than, for
example, a residential project but the Developer has turned-around similar facilities —
including the 507,000 s.f. former Louis Allis complex on E. Stewart St.- and this is their
best judgment on space absorption and operating expenses.

As indicated in the forecast, occupancy grows from the current 30% to nearly 80% over
the initial five vears of the project. Rents for manufacturing space mirrors the market of
$2.50 to $4.50 per square foot, and office rents at $5.00 per square foot, gross.

Operating expenses, before real estate taxes are approximately $1 / s.f. with utilities,
principally heat, making up 60% of that cost. Real estate taxes are $.15 /s.f. based on the



current assessment, and potentially $.24 / s.f. based on the purchase price of the property,
or an increase of $45,000 per year.

Through the Monetary Obligation proposed in the Project Plan, this increase in taxes will
be paid back to the Developer, until occupancy reaches 80%, or for ten years, which ever
is sooner. The Monetary Obligation basically functions as a hedge against increased
operating expenses that would significantly drive down the return to the Developer.

A review of Table A, which shows the Monetary Obligation payment as a revenue,
indicates the Internal Rate of Return for the development is 12.1%, prior to any net sale
proceeds should the project be sold. As shown in Table B, if the Monetary Obligation
payment is eliminated, the IRR declines to 7.2% - a return generally unacceptable in the
market place and an underlying reason why these types of industrial properties are often
demolished for retail space rather than renovated for manufacturing use. The comparison
between the IRR’s clearly demonstrates the “But For” necessity of the District.

Given the terms of the Monetary Obligation, if taxes do not increase as would be
suggested by the recent purchase price, the payment declines accordingly since
incremental tax revenue declines accordingly. Likewise, if occupancy increases to over
80%, the payment stops. Finally, combined payments under the Monetary Obligation
are limited to $500,000. Payments on the Monetary Obligation will not bear interest to
the city.

Given the above terms, and the fact that all funding for the redevelopment of the project
is advanced by the Developer, the District will always generate sufficient increment to
pay the Monetary Obligation. As such the District is feasible and will be dissolved on or
before 2014.
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