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AMENDMENT NO. 1 TO THE PROJECT PLAN FOR
TAX INCREMENTAL DISTRICT NO. 76
(S.27™ ST. & W. HOWARD AVE.)

Introduction:

Section 66.1105 (4)(h)(1), Wisconsin Statutes, permits the Redevelopment
Authority, subject to the approval of the Common Council, to amend the project plan for
a tax incremental financing district.

Tax Increment District No. 76 (“District”) was created in 2009 to fund the
redevelopment of a 17 acre area which includes vacant auto dealerships, a trailer court,
a historic hotel, and various retail businesses. The District is bounded on the north and
east by a branch of the KK River, on the west by S. 27" St., and on the south by W.
Howard Ave. The District is near numerous large retail establishments, including
Walmart, Kohl's Department Store, and a Pick ‘N Save grocery store. The Aurora St.
Lukes medical center is the largest employer in the area.

The Project Plan proposed the initial funding of a project to reuse the vacant
Foster Pontiac property at 3636 S. 27™ St. Approximately 27,000 s.f. of retail space
was planned, plus an outlot development containing 8000 s.f. of additional space. That
project did not proceed because of the inability to resolve issues between the property
owner and its current mortgage holder.

Amendment No. 1 to the District’'s Project Plan proposes a scaled down plan of
19,500 s.f. of retail space, including one of the anchor businesses in the original plan, a
6500 s.f. Buffalo Wild Wings restaurant.

The developer of the project will be an LLC established by Frontline Real Estate
Partners, of Northbrook lll. Frontline has an agreement with the current property
owner's mortgage holder to purchase its mortgage, and proceed to acquire the property
through a deed-in-lieu of foreclosure.



Amendments to the Project Plan:

The following amendments are made to the Project Plan. All other sections of
the Plan remain unchanged.

L

DESCRIPTION OF THE PROJECT

Sub-Section C, “Project Plan Goals and Objectives”, is amended by
deleting paragraph no. 1, and replacing it with the following:

“1. To renovate the vacant, former Foster Pontiac auto dealership at 3636
S. 27" St. into a 19,500 s.f. (approx.) retail complex. The project design
and site layout will be governed by the Development Incentive Zone
Guidelines approved for the District.”

PLAN PROPOSALS

Sub -Section A, “ Description of the kind, number, and location of all
proposed Public Works or Improvements within the District” is amended
by deleting the first paragraph of this sub-section, and replacing it with the
following:

“Initial Phase: The focus of the initial phase is the demolition of the former
Foster Pontiac property at 3636 S. 36™ St., and the development of
approx. 19,500 s.f. of retail space on the cleared site. The terms of
assistance to this phase are set forth in Exhibit 3. Funding will be
provided for alterations in the median of S. 27" St. to provide for a left turn
into the site; and, for landscape buffers along the S. 27" St. face of the
site, and the rear of the site along the KK River branch.”




Sub-Section B, “List of Estimated Project Costs,” is deleted and restated

as follows

List of Estimated Project Costs

TASK ESTIMATED COST
Loans / grants for Redevelopment
Initial Phase (Foster) $50,000
Landscape buffers
Future Phases 1
Property Acquisition 1
Median cut / Turn lane $125,000
Administration $ 25,000
TOTAL CAPITAL COST $200,000
Est. Interest Cost 65,000
TOTAL PROJECT COSTS - $265,000

Future loans or grants will be subject to review by DCD and the Comproller, and

approval by the City.

Sub-Section C: Project financing and timetable for expenditures. The first
sentence is deleted and replaced with the following:

“All expenditures for the Foster project are expected to be incurred in 2011.”




APPENDIX

The following items are deleted and replaced with the attachments hereto:

Map 2: Map of proposed improvements
Exhibit 2: Project Budget
Exhibit 3: Development Agreement Term Sheet

Exhibit 4: Economic Feasibility Study.
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EXHIBIT 2

PROJECT BUDGET

See Economic Feasibility Study, Exhibit 4.



EXHIBIT 3

Term Sheet For

Former Foster Auto Dealership Redevelopment Project

Project. The “Project” consists of the redevelopment of the former Foster Pontiac
auto dealership site, 3636 S. 27" St., Milwaukee, WI., into 19,000 s.f. of retail space,
including a 6500 s.f. Buffalo Wild Wings restaurant, and other facilities comprising

the balance of the space.

Developer/Owner. The “Developer’ for the Project will be a limited liability
corporation created by Frontline Real Estate Partners, LLC, 7077 Skokie Boulevard,

Suite 580, Northbrook, IL 60062

Project Budget. The estimated cost of the Project, is approx. $3,000,000, including
the cost of acquiring the mortgage currently securing the site.

Private Financing: Developer shall secure first mortgage financing for the project
in the amount of not less than $1,272,000 at a rate of 6.5% with payments based on
an amortization of 25 years, or terms substantially similar to these, as determined by

the Executive Director of RACM.

City Funding. The City will provide $175,000 to the Redevelopment Authority of the
City of Milwaukee (“RACM’) from Tax Incremental District Bond Account No.
TD07688001 for the purposes of providing funds to the Project.

Funding Terms. RACM will reimburse Developer for costs incurred the modify the
median in S. 27" St., as necessary to provide access to the Project, and shall also
reimburse costs for landscape buffers along S. 27" St., and along the east side of
the Project. Reimbursements shall not exceed $175,000 and payment will be made,
following the submission of documentation satisfactory to the Executive Director of
RACM, following the substantial completion of the entire Project.



Additional Government Funds: To the extent Developer obtains New Markets Tax
Credits, or state, local, or federal grants or loans with which to finance or refinance
the Project, the amount of the City Funding shall be reduced by 90% of such
additional sources and such amount will be immediately due and payable upon such

event.

Plans and Specifications: Plans and specifications for the Project shall be subject
to the approval of the Executive Director of RACM. The Project shall substantially
conform to the site plan attached to this Project Plan Amendment as Map No. 2.

Human Resource Requirements. Developer, City, and RACM shall enter into a
customary EBE Agreement providing for not less than 18% participation by
Emerging Business Enterprises and a 21% Residents Preference commitment, both
in forms consistent with similar transactions.

PILOT Payments. The Loan Agreement will require payments in lieu of taxes with
respect to the Project or portion of the Project that subsequently becomes exempt

from real property taxes.

Form of Leases, Tenants. Leases shall be a form generally accepted in the
commercial real estate industry for retail and office tenants, and shall be subject to
approval as to form only by the Commissioner; Permitted tenants shall exclude
employment agencies, check cashing outlets, and non-profit businesses to the
extent they exceed 10% of the leasable area of the Project.

Other Provisions. This Term Sheet does not constitute a binding agreement.
The terms set forth herein and other provisions customary for a transaction of this
sort shall be incorporated into one or more agreements including the Development
Agreement between the City, RACM, and the Developer.



EXHIBIT 4

Updated Economic Feasibility Study for Amended TID No. 76- Phase |

Background:

The City proposes to assist the redevelopment of the vacant Foster Pontiac dealership
at 3636 S. 27" St. Approximately 19,500 s.f. of retail space is planned, including a
6500 s.f. Buffalo Wild Wings restaurant. Other tenants are expected to include a coffee
shop, auto parts store, and a fast food outlet. At this time, only Buffalo Wild Wings has
signed a letter-of-intent with the developer.

The City’s contribution to the project will be limited to funding alterations to the median
in S. 27" St. in order to facilitate access to the project, and funding for landscaping
buffers along S. 27" St., and along the east side of the site, facing the KK River. Terms
of this funding is set forth in Exhibit 3.

Project Costs, Revenues, and Financing Parameters:

Attached is a detailed Development Budget for the Project, as well as anticipated lease
terms, debt and equity assumptions an estimate of property taxes to be generated, and
a forecast of the projects cash flow.

Highlights are as follows:

e Total cost is $3+ million, net of reimbursements for site work from outlot
purchasers.

» The Buffalo Wild Wings restaurant will purchase its site from the developer for
$925,000 and construct its own facility.

» A prospective outlot tenant will lease its site from the developer and construct its
own 7200 s.f. facility.



e The developer will construct a stand-alone retail building of approx. 4300 s.f., to
accommodate one to two tenants. Rents in this facility are estimated at $32/s.f.
(NNN).

¢ Anticipated senior debt terms are $1,272,000 ( 65% LTV), 6.5%, 25 year
amortization.

e Estimated real estate taxes are $102,000 vs. $49,000 currently. Hence,
incremental taxes are estimated at $53,000, annually, upon full occupancy.

¢ The Internal Rate of Return (IRR) for the project, is 15%, assuming the project is
sold in year 10.

Tax Increment District Feasibility:

The initial TID project costs are $175,000 plus $25,000 for administration. Based on
receiving incremental taxes of $53,000, project costs would be recovered within a
period of 5 years, assuming city borrowing at 3-4%.

The Project Plan, as amended, is therefore feasible. When future phases or
expenditures are contemplated in the District, the feasibility forecast will need to be
updated to determine any changes in the payback period of the District.

10
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