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DATE: February 22, 2007
TO: Peter T. Burchard, City Manager
FROM: Marcie Schatz, Director of Transportation, Engineering and Developmm

Doug Krieger, Director of Finance

SUBJECT: Water Street Tax Increment Financing District Feasibility Studies

ACTION REQUESTED:

Receive the Water Street Tax Increment Financing (TIF) Feasibility studies and provide
direction on next steps for City Council discussion and consideration of the Water Street
Conservation TIF Area.

BACKGROUND:

In 2002, the City Council authorized the undertaking of a TIF Feasibility Study for the Water
Street Area. This study was completed by Kane McKenna and Associates and presented to the
City Council in July 2004. The study concluded that the Water Street Area qualified, under the
conservation area definition, for TIF-eligible funding for cligible expenditures, including public
improvements. At the time that the TIF study was received by the City Council in July 2004, the
redevelopment proposal for the Water Street Area was withdrawn by the developer.
Accordingly, the city took no further action

At the March 7, 2006 City Council meeting, the City Council approved the recommendation to
update the 2002 Feasibility Study for a TIF district for Water Street. Since that time, city staff
has been working with Kane McKenna and Assoctates to complete the qualifications study and
the financial feasibility study attached. Moser Enterprises and Marquette Properties agreed at
that time to pay for the cost of the report.

Tax Increment Financing Districts

Enabled through state statute, TIFs are created to assist local governments in funding the
redevelopment of land consistent with the plan desired and approved by the local government.
Property taxes paid on the land prior to the adoption of the redevelopment plan continue to be
paid to the respective taxing bodies. Once the TIF is established, all of the growth in property
taxes paid in the redevelopment area may be used as determined by the City Council for eligible
costs. For example, the City Council may elect to take a percentage of the increment each.year
and return it to the taxing bodies.

Through this process, a redevelopment plan is created which includes, but is not limited to, an
itemized list of redevelopment costs, evidence that the project area has not been subject to
growth and redevelopment by private enterprise, compliance with the “but, for” test, sources of
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funds, an assessment of the financial impact and demand on affected taxing bodies, and current

and future assessments of valuation for the project area.

Water Street Vision Statement

The Water Street Vision Statement was adopted by the City Council on November 6, 2006. The
Vision Statement defines the future character of the Water Street Area by providing guidance on
elements of the design including parking and traffic, design and character, streetscape, linkages
to the Riverwalk and Naper Settlement, and stormwater management. The guidance in these
design elements includes both public and private improvements.

The Water Street Vision statement anticipated consolidated development within the area, as
opposed to lot by lot redevelopment. Through that, shared amenities and requirements, inclading
stormwater management, streetscape, pedestrian linkages, and traffic management could be
implemented for the area as a whole. Consolidated development of the Water Street Area
provides the city with a unigue opportunity to architecturally and aesthetically unify a district in
order to foster an atmosphere that embodies the principals of the Water Street Vision Statement
and capitalizes upon defining opportunities that are often unachievable with lot by lot
development, From an infrastructure standpoint, if the area is planned and developed on a lot by
lot basis, the Water Street Area will develop in less efficient manner, making major
infrastructure improvements, such as a parking structure or a consolidated stormwater
management facility, extremely difficult.

The large scale public improvements that are specifically outlined through the vision statement
that could be incorporated into a Conservation TIF include the parking deck, construction of the
Riverwalk on the south side of the river, and the burying of utility lines. Other considerations
could include streetscape, roadways, and alley improvements. Some of these improvements may
be considered as the obligation of the developer as simply the costs of developing the property.
Others may be considered well outside the scope of what the city requires of a developer in the
downtown or throughout the community. Some form of public private partnership for these
improvements will be necessary to ensure their implementation. If the Conservation TIF
discussions are pursued further, the City Council will have the right to determine which of the
public improvements would be identified for TIF funding.

PISCUSSION:

Feasibility Studies

Preliminary Qualification/Designation Repori

Kane McKenna and Associates has completed an evaluation of the Water Street Area in
accordance with state statute and has determined that it qualifies as a conservation area under the
TIF statute. In order for an area to be designated a conservation area, fifty percent or more of the
structures in the redevelopment project area must be 35 years or older. In addition, the
conservation area must meet at least three of the qualifications criteria as outlined in the statute.
The criteria met for the Water Street area are:

~ & 007 f
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1. Inadequate Utilities to Support Redevelopment- Utilities including storm sewers and '
storm drainage, sanitary sewers, water lines, and gas, telephone and electrical services
are shown to be inadequate. Inadequate utilities are those that are: (i) of insufficient
capacity to serve the uses in the redevelopment project area, (ii) deteriorated, antiquated,
obsolete or in disrepair; or (iii) lacking within the redevelopment project area.

Specifically for the Water Street Area, replacement of water mains and the installation of
additional clectrical conduits are needed throughout the area to support redevelopment.
Additional stormwater detention- is needed within the project area with a significant
amount of the area in the floodway and floodplain.

2. Lack of Community Planning — The proposed redevelopment project area was developed
prior to or without the benefit or guidance of a community plan. This factor must be
documented by evidence of adverse land use relationships, inadequate street layout,
mnproper subdivision, parcels of inadequate shape and size to meet contemporary
development slandards or other evidence demonstrating an absence of effective
community planning.

Having initially been developed without a comprehensive plan, the Water Street area has

not been developed to its fullest potential. There has been a conversion of residential

structures and commercial uses which has resulted in inadequate facilities for loading

and parking to serve the area, Many of the uses are on parcels that are not the
appropriate size or shape to sustain redevelopment. And finally, an effective planning .
effort for the area was only recently completed.

3. Obsolescence- The condition or process of falling into disuse. Structures become ill-
suited for the original use.

Over half of the structures in the area are between 49 and 135 vyears old and 83% of
those were originally designed as single-family structures. Some of these residential
structures, adapted for commercial use do not have adequate access or parking facilities
to serve their site. A number of the commercial facilities on Water Street have a poor
layout relative to Water Street and the DuPage River and rely on temporary lots across
the street for parking.

These factors are based on a survey of the area completed in January 2007. Over the last several
years, there have been two demolitions of older structures that would have only contributed to
these criteria.

Financial Feasibility Report

Kane McKenna has completed the financial feasibility report which considers four potential

financing scenarios for generating TIF funding. This analysis was needed to determine the

amount of increment that could be generated from a potential conservation TIF on Water Street.

The city is not considering either sales tax increment or the issuance of general obligation bonds

in any TIF financing scenarios. The financing scenarios that are included within the draft report ‘.
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shift the vast majority of risk related to the development onto the developer, as opposed to {he
city. Potential financing scenarios include:

Scenario #1- Developer Note/ Fixed rate TIF Bonds

Under this scenario, at the onset of the project, the City issues a note to the Developer. No
payments are made on this note, although interest accrues. This Note is then refunded by Fixed
Rate Bonds once the project construction is completed. At this time, because the project
construction is completed, and the property EAVs have increased, a TIF increment is available
to make payments on the Fixed Rate Bonds.

Scenario #2- Variable Rate TIF/Fixed Rate TIF Bonds

Under this scenario, Variable Rate Bonds are issued at the onset. These bonds are secured by a
Direct Pay Letter of Credit, provided by the Developer. No payments are made on these bonds,
but interest does accrue. These Variable Rate Bonds are refunded by Fixed Rate Bonds once the
project construction is completed, similar to Scenano #1.

Scenario #3- TIF/SSA Bonds/Fixed Rate TIF Bonds

Under this scenario, TTF Bonds are issued with the establishment of a Special Service Area to
levy taxes to pay for the debt service. Similar i¢ Scenario’s #1 and #2, upon completion of
project construction, the TIF Bonds are refunded by Fixed Rate Bonds.

Scenario #4- TIF/SS4 Bonds

Under this scenario, TIF Bonds are issued with the establishment of a Special Service Area to
levy taxes to pay for the debt service, identical to Scenario #3. In this scenario, these bonds are
not refunded upon project completion.

The estimated maximum increment that could be used for public infrastructure improvements
ranges from §12.2 million to $14.2 million over the life of the TIF depending on the financing
scenario selected. It is likely that other forms of public-private partnerships will need to be
explored to fund infrastructure improvements. As mentioned earlier in the report, city staff is
also evaluating the possibility of holding back a certain percentage of the increment each year to
returnt to the taxing districts. Under this scenario, the taxing districts would gain financial benefit
from the redevelopment of the area throughout the hife of the Conservation Area TIF. This
percentage would be determined by the city.

Additional Information

Status of the Moser Enterprises/Marquette Properties Water Street Development Proposal

An application for the Preliminary PUD for the Water Street District was submitted in October
2006. Staff has been working with the development team on building elevations, engineering
plans, traffic and parking studies since this time. It is antictpated that revised plans for the
development will be submitted in early March. Provided that the revised materials address the
major concerns that impact the PUD, the case will be scheduled for a public hearing at Plan
Commission in April or May. Due to the complexity of the transportation issues involved, the
project will also be forwarded to the Transpertation Advisory Board (TAB) for review.
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Attached is a letter from Moser Enterprises regarding the ability to develop the Water Street
Area comprehensively. Moser confirms that without public funds, it will be difficult to complete
many of the large infrastructure requirements associated with a comprehensive development and
that redevelopment in the area would likely occur on a lot by lot basis.

Communication with Taxing Bodies

Staff is contacting the taxing districts that would be involved in future discussions of a
Conservation TIF in the Water Street Area. The intent of these conversations is to infornm each
entity that the feasibility reports will be part of the City Council agenda and that there will be
opportunity for their input as well as the general public through the City Council’s consideration
of the reports and next steps.

Next Steps
At this time, staff seeks City Council’s input on next steps associated with the consideration of

the feasibility reports and the Conservation Area TIF in the Water Street Area. The
consideration of whether to pursue a Conservatton Area TIF district should include education on
the concepts of tax increment financing, adequate time and opportunity for the City Council to
seek and receive information regarding the Water Street Area reports, public input and an
appropriate amount of time for the City Council to deliberate initiating the TIF process for the
Water Street Area.

Staff recommends a workshop as the appropriate forum for the City Council to discuss the
feasibility reports and the potential of a Conservation TIF in the Water Street Area. City staff
and Kane McKenna would be available to answer questions. Through the workshop setting, the
City Council could consider receiving public input from specific entities including the taxing
bodies and the developer. 1f the City Council is not interested in a workshop, City Council could
request further information and discuss the concepts through the standard agenda and City
Council meeting process.

If after these discussions, the City Council determines to pursue the concept of a Conservation
TIF further, the state statute identifies a comprehensive process that must be followed including
the development of a Joint Review Board which includes representatives from affected taxing
bodies and the public. This board would make recommendations to the City Council on the
designation of a TIF area as well as the content of the redevelopment plan discussed above. All
of these actions would commence after the City Council would pass an inducement resolution to
begin the process.

RECOMMENDATION:

Receive the Water Street Tax Increment Financing (TIF) Feasibility studies and provide
direction on next steps for City Council discussion and consideration of the Water Street
Conservation TIF Area.
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ENTERPRISES, INC.

February 7, 2007

Marcie Schatz

Director of Transportation, Engineering, & Development
The City of Naperville

400 S. Eagle Street

Naperville, IL 60566

Re: Propased Water Street TIF

Dear Marcie,

In response to your inquiry concerning probable redevelopment of the Water Street
District absent the proposed TIF, the simplest answer is that a comprehensive
redevelopment with a regional parking solution is not financially possibie from our
perspeciive.

Due to the large infrastructure costs associated with a comprehensive redevelopment,
nolably a parking deck providing regional parking, expansion of existing underground
infrastructure, rebuilding Water and Webster Street, and reconstruction of the Riverwalk,
public funds are critical if a planned, district-wide redevelopment is to occur. The
potential revenues pgenerated by the proposed residential, retatl and office fall
significantly short making the necessary investment by Moser Enterprises and The
Marquette Companies unjustifiablc to our stakcholders.

{n the absence of public funds, some redevelopment will oecur, but it will be on a lot-
by-lot basis without inteprated plarming and without the improvements to the public
infrastructure which will benefit the downtown as a whole. We look forward te working
with the City on a successful resolution to this matter to betterment of all.

Respectfilly,
Michael use

Direclor of Investments and Operations
Moser Enterprises, Inc.

'401 S. Main Street = Suite 300 « Naperville, IL 60540
Phone (630) 420-3000 » Fax (630) 420-8930 = www.moserenterprises.com
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FINANCIAL FEASIBILITY REPORT
FOR THE POTENTIAL WATER STREET STUDY AREA
DEVELOPMENT

City of Naperville, IHlinois

February 22, 2007
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EXECUTIVE SUMMARY

The City of Naperville, Illinois (the “City’"} has requesied that Kane, McKenna and
Associates, Inc. (“Kane, McKenna™) prepare a feasibility analysis relating to the potential
creation of a *redevelopment project area™ pursuant to the Tax Increment Allocation
Redevelopment Act, 65 ILCS 5/11-74.4-1, as amended (the “TIF Act”) to provide for the
redevelopment of the property located in the Water Street Study Area in Naperville, Illinois (the
“Property”). Attached hereto as Exhibit A is the Preliminary Qualification/Designation Report
dated January, 2007 (the “Preliminary Qualification Report™) as previously submitted to the City
by Kane, McKenna with respect to the potential qualification of the Property to be included in a
potential “redevelopment project area” as provided under the TIF Act (the “TIF District™). This
Financial Feasibility Report is intended to provide a financing analysis with respect to the
potential creation of a TIF District for a development outlined by the City.

At the request of the City, the financial analysis provided in this Financial Feasibility
Report relates to a proposed development that would principally consist of the demolition of the
structures currently located on the Property and the construction of the following on the Property
(the “Development™):

1) 57,889 sq. ft. of retail space
2) 49,398 sq. ft. of office space
3) 62 residential units

4) 428 space parking facility

The preliminary analysis herein assumes that a portion of the parking garage will be
owned by a tax-exempt user and will therefore be exempt from property taxation, However, in
the event that portions of the parking garage are dedicated to private use in addition to the 124
spaces dedicated to the residential component described above, such portions may be subject to
property taxation.

The main findings in this analysis with respect to the projected amount of incremental
property taxes are as follows:

Projected Total Increment Property Taxes (2007 —2031) $24,283,740

Projected Total Incremental Property T'axes
Set Aside For School District (Required
By TIF Act) (2007 - 2031) $ 4,007,915

Projected Total Amount of incremental Property
Taxes For TIF Administrative Costs (2007 - 2031) $ 625,000

Projected Total Incremental Property Taxes

Available For Redevelopment Costs
And Debt Service (2007 —2031) $19,650,825

®



The City anticipates the following facilities will need to be constructed and the following
improvements will need to be made by the City to facilitate the construction of the Development
(the “Infrastructure Improvements™): (a) construction of public portion of the parking facilities
(including land acquisition costs); (b) riverwaik amenity improvements; (c) DuPage River bank
improvements; and (d} general infrastructure improvements.

Due to the significant costs related to the Infrastructure Improvements, the City appears
to have the following financing options (or any combination thereof) without the commitment of
the City’s general obligation or other credit: (a) creation of a redevelopment project area
pursuant to the TIF Act and the issuance of debt obligations secured by the incremental property
tax revenues generated by the TIF District; (b) creation of a Special Service Area (In addition to
existing Special Service Areas); (¢) federal, state and county grants; and (d) other revenues of
the City.

The City could issue the following debt obligations secured either by incremental
revenues penerated by development or a direct tax on the Development, or any combination
thereof, in order to provide funds for the costs of the Infrastructure {mprovements:

(D Revenue bonds secured solely by the incremental property taxes generated by a
TIF District;

(iiy  Developer note issued to the developer of the Development secured solely by the
incremental property faxes generated by the TIF District (Developer provides the
financing for the Infrastructure Improvements and is paid from incremental tax
revenues);

(iii)  Special Service Area bonds.
Based on the assumptions described in this Financial Feasibility Report, the following is

a summary of four financing scenarios based on the debt financing scenarios described in (i), (ii)
and (iii) above.

(i)
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L Intreduction

The City of Naperville, Illinois {the “City”) has requested that Kane, McKenna and
Associates, Inc. (“Kane, McKenna™) prepare a feasibility analysis relating to the potential creation
of a “redevelopment project area” pursuant to the Tax Increment Allocation Redevelopment Act,
65 TLCS 5/11-74.4-1, as amended (ihe “TIF Act™) to provide for the redevelopment of the property
located in the Water Street Study Area in Naperville, Illinois (the “Property”). Aftached hereto as
Exhibit A is the Preliminary Qualification/Designation Report dated Januwary, 2007 (the
“Preliminary Qualification Report”) as previously submitied to the City by Kane, McKenna with
respect to the potential qualification of the Property to be included in a potential “redevelopment
project area” as provided under the TIF Act (the “TIF District™). This Financial Feasibility Report
is intended to provide a financing analysis with respect to the potential creation of a TIF District
for a development outlined by the City.

At the request of the City, the financial analysis provided in this Financial Feasibility
Report relates 1o a proposed development that would principally consist of the demolition of the
structures currently located on the Property and the construction of the following on the Property
(the “Development™):

1) 37,889 sq. fi. of retail space
2) 49,398 =q. ft. of office space
EY! 62 residential units

4) 428 space parking facility

The preliminary analysis herein assumes that a portion of the parking garage will be owned
by a tax-exempt user and will therefore be exempt from property taxation. However, in the event
that portions of the parking garage are dedicated to private use in addition tc the 124 spaces
dedicated to the residential component described above, such portions may be subject to property
taxation.

1L Praject Costs and Financing Options

A. Project Costs

The City anticipates the following facilities will need to be constructed and the following
improvements will need to be made by the City to facilitate the construction of the Development
(the “Infrastructure Improvements™).

(a) Comnstruction of public portion of the parking facilities (including land acquisition
costs);

()  Riverwalk amenity improvemenis;

(c) DuPage River bank improvements; and

(d} General infrastructure improvements.

Note: Due to the use of Microsoft Excel spreadsheets to provide caleulations herein, some figures
presented may vary slightly from figures using a calculator due to the rounding difference. The
differences are minimal and are not sigoificant to the analysis herein,

1



B.

Financing Opticns

Due to the significant costs related to the Infrastructure Improvements, the City appears to
have the following financing options (or any combination thereof) without the commitment of the
City’s general obligation or other credit:

@

(b)
{c)
(@)

Creation of a redevelopment project area pursuant to the TIF Act and the issvance of
debt obligations secured by the incremental property tax revenues generated by the
TIF District;

Creation of a Special Service Area (in addition to existing Special Service Areas);

Federal, State and County grants;

Other revenues of the City,

The City could issue the following debt obligations secured either by incremental revenues
generated by development or a direct tax on the Development, or any combination thereof, in order
1o provide funds for the costs of the Infrastructure Improvements:

it

(i)

(iii)

Revenue bonds secured solely by the incremental property taxes generated by a TIF
District;

Developer note issued fo the developer of the Development secured solely by the
ineremental property taxes generated by the TIF District (Developer provides the
financing for the Infrastructwre Improvements and is paid from incremental tax
revenues),

Special Service Area bonds.

In the analysis herein, each of the above debt obligations is assumed to be issued as tax
exempt debt as provided in the Internal Revenue Code of 1986, as amended. Further
diseussion with City’s Bond Counsel is vecessary to determine whether the cost of the
Infrastructure Improvements could be financed with tax-exempt debt.

This Financial Feasibility Report provides an analysis of the following four debt financing
scenarios based on the debt financings described in (i), (ii) and (iii) above.



The ability of the City to initially issue revenue obligations secured solely by the
incremental property taxes would be highly unlikely due to the speculative nature of the
Development. Therefore, in order to issue revenue obligations secured by the incremental property
taxes, the City will be required to provide additional security until such time that the City can
sufficiently demonstrate that the Development will generate incremental property taxes in an
amount necessary to pay the debt service on such bonds. In the first scenario below the City would
issue a Note to the developer secured solely, by the incremental property taxes (the “Develaper
Note™) until such time the City can demonstrate that sufficient increment property taxes are
available for debt service. The second and third scenarios below provide that the additional
security is pledged for the initial issuance of revenue bonds until such time the City can
demonstrate that sufficient incremental property taxes are available for debt service. The City
would then refund the original issuance of Developer Note or the revenue bonds, as the case may
be, with revenue bonds that are secured sclely by the incremental property taxes. In the fourth
scenario, the City is assumed to only issue the revenue bonds based on the pledge of the
incremental property taxes with an additional back up pledge of a property tax levy from a special
service area. In the case of the fourth option, the revenue bonds would not be refunded, and the
additional security pledge of the special service area property tax levy would remain during the full
term of the revenue bonds.

The first debt financing scenario assumes that the City would issue a taxable Developer
Note. Upon completion of the construction of the Development, the City would issue fixed rate
tax-exempt TIF revenue bonds {the “Fixed Rate Bonds”) to refund the Developer Note (in the
analysis, on 12/1/2010) (the “Developer Note Financing Scenario”).

The second debt financing scenario assumes that the City would issue tax-exempt variable
rate TIF revenue bonds (the “Variable Rate Bonds™) that would he secured by a Letter of Credit to
be provided by the Developer and which variable rates on such bonds would be hedged. Asin the
Developer Note Financing Scenario, the City would issue the Fixed Rate Bonds upen the
completion of the Development to refund the variable rate bonds and to provide for the release of
the Letter of Credit (in the analysis, on 12/1/2010} (the *Variable Rate Bond Financing Scenario”).

The third debt financing scenario is the same as the Varjable Rate Bond Finaneing Scenario -
except that the City would instead of issuing the Variable Rate Bonds would issue fixed rate TIF
revenue bonds secured by an additional pledge of a tax levy from a to be created Special Service
Area (the “SSA”™) that would overlap the TIF District {the “TIF/SSA Bonds”)., The tax levy from
the SSA would be abated for each year that sufficient TIF revenues would be available for debt
service. As in the Variable Rate Bond Financing Scenario, the city would issue the Fixed Rate
Bonds to refund the TIF/SSA Bonds upon the completion of the Development (in the analysis, on
12/1/2010) (the “TIF Bond Financing Scenaria™).

The fourth debt financing scenarioc is the same as the TIF/SSA Bond Financing Scenario
except the TIF/SSA Bonds in the scenario (the “TIF/SSA Bonds™) would not be refunded by an
issuance of Fixed Rate Bonds (the “TIF/SSA Bond Financing Scenario™).



III.  Preliminary Financial Analysis

The following preliminary analysis provides a projection of the incremental property taxes
that would be generated by the Development based on two scenarios.

A, General Assumptions

The Property consists of sixteen (16) tax parcels as described in the following Table 1.

Table 1
Property Index No. Property Index No, Property Index Nao.
07-13-442-001 07-13-442-010 07-13-440-001
07-13-442-002 07-13-442-013 07-13-440-003
07-13-442-003 07-13-442-014 07-13-440-004
07-13-442-004 07-13-442-018 07-13-440-005
07-13-442-D05 07-13-442-019

07-13-442-006

07-13-442-020

The analysis herein assumes that the Development will have occupancy dates and market
values as provided in the following Table 2.

Table 2
Size Market Value Oceupancy
Project Description’ (Sq. F1./Units)’ (Sg. Ft./Units)’ Date®
Office Component {Phase I) 15,398 156 1/1/09
Office Component (Phase II) 34,000 156 17110
Retail Component (Phase I) 45,134 150 1/1/09
Retall Component (Phase IT) 12,750 150 1/1/10
Residential Component® 62 515,000 1/1/09
Public Portion of Parking
Facility 304 0 1/1/69 -

' As provided by the City; Office and Retail Components referred to in square feet and Residentiai Component

referred to in number of units. Based on information provided by City, discussions with Naperville Township
Assessor and preliminary 2006 assessed values for comparable properties,

Date upan which Township Assessor is assumed to value the component of the Development at 100% of the
component market value,

Market value for the retail component includes two parking spaces per unit (total of 124 parking spaces).



The following Table 3 provides the anticipated absorption schedule for the Development.
Absorption for the Development is expected to occur over an approximately two (2) year period.

Table 3
2009 2010 Total'
Office Component (Phase I) (Sq. Ft.) 15,398 0 - 15,398
Office Component (Phase IT) {8q. F1.) 0 34,000 34,000
Retail Component (Phase I) (8q. Ft.) 45,134 0 45,134
Retail Component (Phase I} (8q. Ft.) 0 12,750 12,750
Residential Component (Units) 62 0 62

Based on information provided by the City,

The analysis herein assumes the following with respect to the caleulation of property taxes
with respect to the Development:

a)

b)
c)
d
€)

g)

h)

SSA tax levies are not included in property tax calculations (only used for SSA
purposes},

2005 Tax Rate = 5.798% (w/o 8SA Tax Rates);
2005 State Multiplier = 1.0;
Assessment Rate = 33.33%;

Office and retail space property taxes are initially based on market value of
$150/sq.ft. (market value based on comparable properties identified by Naperville
Township Assessor’s office);

Residential unit property taxes are initially based on the sales price of $588,000
discounted by approximately 12.7% (based on discussions with Naperville
Township Assessor’s office which estimates that the effective assessment rate for
residential property = 29%});

Assessor will only assess 100% of the assessed value for each component of the
Development in the year following the year that it is initially occupied (i.e. 15,398
square feet of office space is projected to be occupied after. Jung, 2008 for which the
analysis assumes that the assessor will value at 100% of the assessed value in the
following tax year);

Anmual growth rate for property assessments = 2.5% (CP] assumed for property tax
Cap Purposes);



i)

)

Total 2005 Assessed Value for Property = $2,600,260 (Note: 2006 Assessed Value
for Property will apply with creation of TIF after May 1, 2007); and

TIF is created in 2007 and expires in 2030 (last property tax collection in 2030).

The analysis herein assumes the following with respect to analyzing the Developer Note
Financing Scenario, the Variable Rate Bond Financing Scenario the TIF Bond Financing Scenario
and the TIF/SSA Bond Financing Scenario:

a)

b)

d)

e)

g)

k)

D

Developer Note would be issued upon the execution of a Redevelopment
Agreement which for purposes of the analysis herein assumes all eligible costs are
paid upon the issuance of the Developer Note, (the balance would likely increase
upon each draw provided for by the Redevelopment Agreement).

Interest Rate on Developer Note assumed 1o be 6.5% (subject to further negotiation
between City and Developer).

Developer Note would be refunded on December 1, 2010.

Variable Rate Bends or TIF/SSA Bonds would be issued on December 1, 2007 and
would be refunded on December 1, 2010.

The interest rate on the Variable Rate Bonds is based on current market rates and is
calculated as follows:

Hedged Variable Rate 3.500%

Letter of Credit Annual Fee 1.625

Remarketing Annual Fee 0,125
5.250%

The interest rate on the TIF/SSA Bonds is based on current market interest rates of
6.0% with a minimum debt service coverage ratio of 1.20 to |.

The Variable Rate Bonds and the TIF/SSA Bonds would be issued in an amount to
provide capitalized interest through December 1, 2010 and a debt service reserve.

The Fixed Rate Bonds would be issued on December 1, 2010 to refund either the
Variable Rate Bonds or the TIF/SSA Bonds, as the case may be.

The Fixed Rate Bond would be issued in an amount that would provide a debt
service coverage ratio of not less than 1.40 to 1 and a debt service reserve,

The Fixed Rate Bonds would bear interast at current market interest rates (6.5%).



k) The TIF/SSA Bonds and the Fixed Rate Bonds would be issued with a final
meturity date of December 1, 2027. (Nete: The maturity of obligations that are
secured by TIF property tax increment may not exceed 20 years from the date of
i1ssuance).

The preliminary debt service analysis of the Developer Note is attached hereto as Exlubit B,
the preliminary debt service analysis of Variable Rate Bonds is attached hereto as Exhibit C, the
preliminary debt service analysis of the TIF/SSA Bonds is attached hereto as Exhibit D and the
preliminary debt service analysis of the Fixed Rate Bonds is attached hereto as Exhibit E.

Kane, McKenna has reviewed the materials in relation to available file material, industry
reports and comparables. Certain of the gemeral assumptions described herein have been
provided by the City, the Naperville Township Assessor and the DuPage County Clerk. No
attempt was made to independently verify coostruction cost estimates, sales estimates,
occupancy levels or other market information submitted by the City. Furthermeore, Kane,
McKenna has not been provided with any type of marketing studies related to the
Development or commitments by the proposed users. The purpose of the analysis contained
herein is to determine the revenue benefits derived from the Development. The analysis
herein may be supplemented by additional cost data, engineering reports, or market
information.

B. Financial Analysis

The following is a preliminary analysis of the projecied amount of incremental property
taxes that would be generated if the Development is constructed on the Property.

The following Table 4 provides an analysis of the projected equalized assessed valuation of
the Development dixing the absorption period.
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The following Table 5 provides ar analysis of the projected amount of incremental property
taxes that will be generated by the Development (based on assumptions described herein) that
would be available to pay for eligible redevelopment costs and an analysis of the Developer Nate
Financing Scenario.

The following is a summary of each of the lines in the analysis included in Table 5:

Collection Year — EAV under each collection year identified is used for calculation of
property taxes in following collection year

Off. (Ph. I) — EAV of the office component of Phase I of the Development for each year
that the TIF District is projected to be in effect (note: assumes full absorption in year
following completion for tax assessment purposes).

Ret. (Ph. ) - EAV of the retail component of Phase I of the Development for each year that
the TIF District is projected to be in effect (note: assumes full absorption in year following
completion for tax assessment purposes)

Res. (Ph. I) - EAV of the residential component of the Development for each year that the
TIF District is projected to be in effect (note: assumes full absorption in year following
completion for tax assessment purposes)

Off. (Ph. II) - EAV of the office component of Phase II of the Development for each year
the TIF District is projected to be in effect (note: assumes full absorption in year following
completion for tax assessment purposes).

Ret. {Ph. I} - EAV of the retail component of Phase I1 of the Development for each year
the TIF District is projected to be in effect (note: assumes full absorption in year following
completion for tax assessment purposes).

Section I Incremental Property Taxes

a) Total 2005 tax year EAV for the parcels identified in Table 1 abave;

b) The difference between the projected EAV of the Development and the EAV for the
parcels identified in Table 1 above;

¢) 2005 Tax Rate for the taxing districts levying property taxes on the Property {excluding
any provisions for the SSA tax levy which is assumed would continue to be used for
8SA purposes as allowed by the TIF Act);

d) The Incremental EAV multiplied by the 2005 Tax Rate (note that the analysis reflects
property taxes collected in any calendar year are based on the prior calendar year EAV);

e) TIF Aect requires that the City provide up to 25% of any incremental property taxes
generated by a residential development be set aside and used te reimburse the school
district for any additional students generated by such residential developments (note:
any amount not used to reimburse school district by August 1 of each year is available
for TIF eligible costs);

f) Estimated incremental properiy taxes available after provision of school set aside

payvments;

10
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g)
h)
i)
)

Costs relating to administration of the TIF (i.e. annual TIF reporting to State, annual
sudit of TIF, annual administrative costs related to any debt financing, etc.);

Provides for reimbursement to City of TIF administrative costs during start up period of
TIF;

Incremental property taxes available for redevelopment costs and debt service after
provision of school payment set aside and administrative costs; and

Cumulative amount of incremental property taxes in line i) above.

Section [I. Debt Service Analvsis

a)
b)

<)

d)

Initially includes (i) capitalized interest, if any, and acerued interest, if any, and
increased each year by the incremental property taxes necessary for debt service.
The June 1 debt service payment (or with respect to variable rate bonds, the first six
months of payments or with respect to Developer Note, no debt service payments).
The December I debt service payment (or with respect to variable rate bonds, the
second six months of payments or with respect to Developer Note, refinancing on
12/1/10 of all debt service).

The amount necessary to be transferred from the Special Tax Allocation Fund (fo
which incremental property taxes are deposited) for the following years debt service
requirement.

The ending balance of the Bond Fund after all transfers for such year.

Incremental property taxes available each year for debt service in Section I(i) above.
Total debt service for the current year (the total of Section Il (b) and II(c) above).
The debt service coverage ratio based on the current year incremental praperty taxes
available for debt service and the current year debt service.

Section III. Application of Incremental Property Taxes to Following Year Debt Service

Requirement

ay The beginning balance of the Special Tax Allocation Fund,

b} The incremental property taxes available for debt service in Section I (i) above.

<) Amounis necessary to be deposited by City or Developer (due to an initial shortfall
in incremental property taxes and reimbursed by TIF from funds as described in
Section IV (a) below) in order to have sufficient funds for debt service requirement
for following year.

d) The debt service requirement for the following year (see Section I{ (b) and IT (c}).

e} Ending balance of Special Tax Allocation Fund after the provision of the following
year’s debt service.

b Amount necessary to transfer to the Bond Fund (on each 12/31) to provide for
following year’s debt service.

g) Any additional shortfall necessary to be made up in order to provide following
year’s debt service.

h) Indication of meeting of the following year’s debt service requirement.

13



Section I'V. Amounts Available After Provision For School Pavments and Debt Service

2)
b)
<)
d)
e)

H
2

Incremental property taxes available for other eligible costs after the School
Payment set aside (Section I (e)) and the provision of the following year's debt
service {Section III (d)).

the cumulative amount of a) above.

Net present value of the amount in a) above from the base year of 2007 to the year
identified in each column assuming a rate of 6,5%.

The amomnt of the School Payment set aside that would be available if the
Development does not generate any schoo! age children.

Incremental taxes available after debt service in a) above together with the School
Payment set aside in d) above.

The cumulative amount of e) above,

Net present value of the amount in &) above from the base year of 2007 to the year
identified in each column assuming a rate of 6.5%.

The following Table 6 provides an analysis of the projected amount of incremental property
taxes that will be generated by the Development (based on the assumption described herein) that
would be available to pay eligible redevelopment costs and an analysis of the Variable Rate Bond
Financing Scenerio. The changes from Table 5 are only to the amounts in Sections [I, [1I and IV of

Table 6.

14



e e e———

TDLOIGT | EOLION) | PSFLIB | EISUEVL | BZCOEZ | 6 ie0l | €108I8 BE0GS  [OH0MIE  fHACEL [ o a (i RITY T0T S50 SHAEAS JOMIC) 48] Qi SEemy
AR [T ON P 570 oY 12N SISO UM A| JO STEA LTS fon (B
OFUBLPE | SOCAWE | GRETERZ | leLEbe’e | wE'me't | Zkmis't | oce'pDlL | £ED'EZD LLpsk | RosEAl o o ] SHFRUAES JDOUDS OM PUE Si0) 4Ty DEAY SIABL 0] R SRR 1}
tse'ioy 0LV Z6E Gag'1ge 0REEE oy’ L5e a'ere 11T i) BILOEE oiZele  jR0g'ELl {0 o ] FUFHLAC |DOUDS O DU 547 ST 4y Sk doud Al (i
Z80'EL} ogi'and BEE'EDE vro'egt Vel 205641 BET'arl Fa ity eceoEL  [eigaer o [} 0 {URMIHFIZY aN BuiWnsSy) 615027 G RANO J0j HOEREAY SJUDLLe [aalag {p

ZIFHIL § VOO0V | cod'nBo EOC'BRL 15218 1ga"tos o8 Dy arole BE1'DAL Pz} 2} a o %090 i) sE0d opplia JOWR 10] IREEAY
S0 PUB 3RS 105 RS (0045 SOl gRAY SDKE] U K J0 OB DS PN {2
voR'ele’s | 506'000°s | poZ'eer't | R00'ERR) | 2i2'MEn'i | LEo'veR t0z'pEn £ag'ary sus'pEz | va1'a 3 g o IG PUT ISV 155 SIOLAL I00UTS 0IPY TRAY SDKDL ‘dity 13u) aalsimung {a
60z 8ze 2L rZE HE'BIZ 9EL60Z E84'E0Z LA 20'e8t aaL'sel ofr'zm i vaL'an 3 a o SA PUE DSV [AG BILBLIAE 10UNTS IO DI EAY SOXTL ALDdDg |Cluowasy) (e

vapusg a0

U SlERuAT S J00IIIE S0 UGISIADL 1Y DIGEINAY S| LGy _‘E
=A% P

FOL B4 2.1} TR 04 A 04 TS =04 ELTY B+ 7Y Fog, Sup syseng Fu f FGGFY fif
o [ 1} 1] {t g o ] o ] o o i} (ARRDYS ¥EL ol o) petunivbay sic et Tupogd K peanboy gs junoury {
520°220 [rgEe] 004'eEs G50'80% 05T ESa 004265 AT e aay gzZrppy  [szv'eE o o i Pund pUeg M pouajSuRl) 0g DL sy 1
vOO'0I0L  |565'008'F  |coZ'nov')  |aco'evz'l  [Z2'Bed’)  fLED'pED 18240 £OEEY saerosy  |veves o ] 0 soueyen Bupus Jvis (o
*_mwa.wma_ loog'ipoé  hanc'ens]  {lose'gast  Jiosoesd!  [lops'2est  [(s2iag) |szoeol)  |iszr'oey)  [faev'sesl o o o UAR | /Z) PR LA J2A DU o4l sra by seay, Humorss G
Q a 0 i i) 0 0 o o i o o 0 SOUACS JOUIC e HATACAY 3PN (2
50056 LA g 166°100 GBE'BLL SAE'S59L G40 2EE £E0'LIL ren'saa SoA'EEN ags t5p L ] 0 Y15 1 DOHIS0000 STNUSATY JE, LN G
5e0'D05')  |6OZ'enk'l  [E00RZL (Rt {iE9'ven LEZ'¥ED ESE'OYe  {see'neZ vol'sn 0 s} g 0 ooueeg GuwBag Svis (o
[ITS] 1Y [T4] 213] gLel P11y 22Kt 173 177 [ v N v spuag A602 wo clampang S0 (i
el 1517454 046'6458 05 159 o0L2eT kr{ WAL aZ8'Gokr SZV'O0F aZPEaE GIZ AT CiZ'pee Flaq i} MBS 1990 K0 (8
LaE'0%8 az1'6za UL A6E'DLL b araTEL £su'e ¢Eig'GA 556908 Jusgrer o o a §/0 J0) HAGHEAY SOXEL [EAUY [FI0), 153 (¢

Erstgoa) aUn'1e9 00L'E0S magess  [oeess jooses  [sevars GZEQOF  |SZr'ARy  [0IFUE  |S42'GnE |ebms |see'rom (Ler2i) couern Dupug pung puog (o
L] bijijg o) oread il [ ki) [alydsy Etd N4 EEGLT T oy S 11 [ 1 ST JETA, ET UOEY) Biaiin g 04 epApid O)

(IvLS] pund Ity B4, FRRoEs W) Stunolny Jo Jasuert fp
(oo¥'evtd  Hoseies]  |lsec'osed  Hoze'see)  Noseicel  Heao'iee)  [fesesol  Jlerzeszt  (ietzeed)  (lsostspi)l [loog'sel)  JREN'REL) UikLARY BT JOCWIBIAT {7
fonv'est)  [oseimd  flszdlems)  [leze'sael  [loseiiel)  [testomr}  [leoe'mmel  {lerzeall  [EvZ'ent) [orsecyt [toostes)) ooz kel) SR S June [
002109 COLEAS o50'ee9 058'iss  |oos'zES SEViG  [sze'eoy szbogr  jszv'omr  |siz'ogz  [eRvocs  [Gen'va  {szetsoe {rsounul * ¢z Sumpaimud cueeg Buugbog aund puog {e

S1TAI0Y 02N [0G .E

aa

ooees’s  |conaly'e  |son'zes's  lopdoEsr  [ZEe'ziOy  liErusTE  [1ei'veg'z Amn—.w;._. St'ER1"L Joom'ese o 0 0 SDXEL A0 [RWOUREN] QMmN (A
Ht'ose 02} ‘028 186°,08 9OBE'BLL GEE'S5L oya'ZEL eso'iie  jreo'san seafon  |osg'tsr o 0 0 UMD 100 PUE 51550
- TURLHIGHEAL N Jof SERE) A1Ddoiy myumony (1)
] ] L} [} 0 0 o 0 i 0 on'es o00°09 006'SZ S{R00 AAMBASILENDY O oo Anen (1)
tou'ng Q0062 A GOO'sE O QD0'GE 00057 'St G00'SZ Qon'se avh'sz 060'sE o0a‘s2 . SIS0 DTG/ 511 {H)
vBE'9/8 ozZL'150 196028 55E'€08 SEE'0RL [T ESOGEL OOV 2 SORTI0  jOpees® (D o o 0IG0)oAY SOXRL ALDUON jeunwoay) 153 U
ZRUELY oL 'ea ArEeh rreegs HI'FEL Leg'svi GE2'sYt ey B0 tH'004 Q 4] 0 WIS IR B35 o) epEY S
(AT MRS W) SO} Spadong [Eyuoean; (6]
B20'SLGL  [OLZOLD'L  )GOZ'0CS DED'ZOD [ THFL08 10290 {2k soy'oce  {sec'ear (0 o 0 SOKE ) KDDL (LSO |53 1Mol (B
%enes %a0L'S %2029 S6LS %8s 59623 wB04 T %eaL's %a0g %E6L9 nande TR kST HE0LT  iry XL {a)
SOR'QIE'Al [G22'006DE {0SS'RASUE |ZERWMUN [ESZIGFYE |SPI'SHIOL JUGSIS0'9L |DzB'ESL'O |vByiSet LEDIE'M [adEesril |o 0 AV [FuaLEBsL) (4]
0OT'005'E  l00Z'ORIE  jou'ecE  |oogieos’s  {ooz'pos’e  (mad'ere’?  (0sZ'Dos’z  |oeenoo’z  loAazioos't jaazoon'z JORZOGOT |002'008E [oozgou'z eng e YRl S002Av3 esen {E}
P X o T P uEh. a._elﬂu& —ﬂ—h—ﬂﬂ-ﬁhu——- .—
GBDRIZLZ JUED'1G0'0Z [QLA'BZLOE [RODGLHOL =095 Rl (G 6] SUDUAALIng (¥ AV (010
1828 ELE'DED ZUGGE $i0'80d niied ieZoeL 102123 Ho'sns chy'ag3 n oSt 1L A E (1 udhdves nmoy {6 Ud) 0w
TOOLOT'S |PZEDER'Z  |0ZO'SAMZ  [SLRERLE  [Ri0'h.0T  |vOS'OZO'T  |ZREtesn’s  |om'tee)t  [rDZues’t {iva'oee’) [] firidic] il E LT ThuovodwoD e (L e U0
DRFEOORL  [QLU'ESDEl JLODELEEl JOEL08DZL PIE'OPE'EL |BDLIEHE) |eL0ELSLS [BLOLER'HL {099°051°11 ] 00 a0a's s m ] {f UgRRLODWOD WMUapRsTy {4 ) 'Sy
J0LvEN'E aneaE  {4Z0eteE QEZ'EGEE  |osg'mlet  |PGO'ZSS'Z  [SZLTOPZ |1} oS kEl'sy E {adlvavodues peey Al yd) 1wy
BZR'SE0'L GER'GEE EOk'I00 gio'elo 094 208 bRS'BE L2 'eka ] gL} gBE'5E E U dhuauodned 5300 0 wd) o
£} Ix BIA FINTY 0 A 5B ZIA 7] BT LTy [LETi == TIUEN
DTHEA 100 by | ssmg ol Jusutd oy
Mg 9z 2402 (1T gz $l0Z £z Zhoz 107 0502 8002 B0 Hnz UEDA AR

(Spuop By AOTIHETY ) L LT fuyy
J1L 10055 J0I0AN
S0 AN 10 A

15



#1081 Infsp
sioR; ‘epmInden jo A
TIUESFETHAL

TBEFILF | EINTIEE | CRZROLF T3RAT | SEELAvT |BOOCILE | GBSGE0C | S0OBLE | LIGIEDL | CUBGLrT |GlOBILE | 7a00SI WO S50 DHIE JOAO) 0] BINETERY
AT [DOUDS 0N LB S0 Sy sy STXUE 000 I3U) {0 DNJEA, JHDSES (AN {1
OFFBOTEL | ISC'BEL'EL [ ZEZ'eELa) | ao%'ost'd | BO'CE0'E | L0ERs’R [ 0OSZEe'D | R2'ELPT | 060T0%E'S | cap'momie | Zowos'y | ¢ LMER'E FHITAAR,S (DG O PHE S4(] J01jy iy SOve) 't o oegomunsy f§
sao'zel’t | egu'Zoy's | Zer'roe’l | C/9'DEE’L | QEQ'BEZL § Al'Eso BREOLF 50FE0F HLEE Ln'REP art'azy ATy RUNUAEG (00135 ON PUD S 1) {[RAY sune) doig "o (0
OSEEvE $HU'RET Hily " d GLZ'ezE 2T’ SFZTHAE FES0T [l EFLLGT ZED'BEL OZE'ERY BELDLL {unupyys op inssy) sieod) emig2 A0 Se amniEsy seeLtes wowas (p
GUWEQH'S | 0EG'RSD'Z | 00O'65C | PRO'IEE'Z | SZ0'PSO'Z | GLOBDL'Y | PZEWEO'E | LMOEOS'  §lasnit't [ LD'MOET | 6BS'i02') | v0o'z0Zt stooo ) 515023 GHMEAT JDUI) 1o} QrgeRky
SHI PUR ORFY 195 AT |DOURS Jaiy Besy soxXe) 't WU j0 Jt5ER, IueseAg 10 1D
SE5'0098 | soL'00E'e | Jog'dOl’: | DGEDSOTS | O6FOSde | esE'ERee ] oGr'pRPC P ZLU'DLVE | iCopRA'T | AOD0RDE | CEZVDOME | SoZ'Pmy? S0 PUT B 100 FIMUADRY [HPE S|y Ay sTee) Dol AU ey U
oerest’s | BESEOL'Y ] ESSRCL'E | GAZ'EMCL ) L0220 | Digeey 19z'pdi 0E5'E07 LIS BT ZE'sk2 VEP'5EZ S/ PUE BHEY (BF SJUAWAR 1chDG SNy QI BIEMY SOREL Aadiig [Oamneng (v
BIAHS MY
PUE Stuguidt. jaaljag Joy I Anj ¥ v }m
wep 204 584 S04 L% RO4 LY S0, sa4 €04 FOA s HEeanbay SA7 16004 Doty e (if
a o v} 0 g 0 1} b} o 0 a 1 AmepHoyg etz (i 2O IWRIHDINBIE S0 IR DG J) PInIaY (1S nouy (0
a 0 0 ul bl cea't0g 064 'BEL 00 RZL 22'000 PLgilis BLYUSG 050°0v0 Pung £UDE T POLDSURL OF 0 Ry {)
FEP009'8  {SOL00E'e  [L00EL'2  OSE'GSOD  [ODODSGY  |ESE'COA'E  |GEWYRYE  JZLIDAFT  [2E0008°2 (MMGET  [€TI00PZ  [S62'tULE asur g Buipta syes (9
0 ] [l [] [ (azg'eoe)  |losiocd)  fHoomazo  [imizeed)  jloom'nznt  [{sivoeod  (RnenDrn) (e L2} ue s Bup 5 103) 841 Liged ez, dupeopey Ip
o [} [} ] [ o 1] a 0 ] o 1} SOUNGS M WL BIqEEAY SPUnS (9
gereal’t  {aaom’y  |ise'vEl)  loogemt  |sol'zi's [eerEe0 |@SE'ELOE |Ser'RGB vlg'sa 516'828 FGE' 708 v P WL W PAECIOT SRUIATH RN AN {g
gerogea  |eoa'wor't  |ase’sst'e  [omdono't  [eee'RRs'e  [CEMPRYR  [RiiniNE (te'soot  |soserae  [RZ1O0WE |soRvslz RaDGIGTL aoieyeR Buinnbog Jvis (2
N W N v L'y £ [2-133 Do LY 3 21 -1 20 Fpred 2oos vo slusnen sad fir
1] il a [a 5Z0'E0n 09L"eeL RoRezL 022009 Llgitad) plage] a56'0v9 SZ9'ZED ouaE neg meL (6
tod 0 TR R S T A - g R P TR -1t S 1 R T s PLE'BEE 4/0'Gz0 £0E'T06 IN2'BLE /0 50} OFIENEAY BOXEL (AN |EIDL 15T (F
[ 0 a a 0 cz0¢09  [nosees  foomoze  Jasgese  foeg'mee [ozvgse [osaorm (12723 @avereq Gupug puny pung (o
i d 1] i} i) Era il GOraTl [T S AT GGG LY | GFATH SATIB0A BRI BUao.2 00, DAoL o
LV 1SH Pund iy X2, (et oy Sunolng jo DSy (p
0 ¢ ] 0 lesoigst  Jioio'lept  jloovses)  [eelzed  [losz'zist  [leerses)  [{seetiom)  [(ere'aied \uushed 17 9L {3
0 G o 1 leog'es)  isem'os) loorssd  pecrzm  |lpmzdmt Clleesozl)  |lsgnger  jevaerd) ~ TiRudey g0 gunr (g
a 0 o q G200 UsLass 0OE'OTL GEB0G a'esg G4 050 =i B ] SZO'ZED - den TavEREg pund puog e
S|y a3 Aiag 1400 E
SZI'OSEDE  |SOO'ISK'EL |LDEYRZY (BSOFIGL (DOTOMO'SL fESHER'T lSEIIENEL fIONELe'tl [piTER'DL |olise  |ervorom  |pilovio ! SRR AtiDI ERGRNRIR SMEIUMS )
SCU0SYD) |os'oOl't  eBZ'mEiL  [rea'ves’t  |onEeort  |forZeg’t  |Eerzegtt |eseRl’e jOEE‘MEE +iE'0%0 540"920 g ] 10T'Die OBAIBG 190 UG §1580
MOLIEADDEE AY 503 0] ALTEOLY [EWAWELN| ()
0 2 4 n i 1] il 1] 1] 1] o o SEO0 ORIENIIA WEY 0 EWDALED (i)
{onoaze il BOD'SE 0a0'sZ nay'sz qm’'se L4 WliliRA noa'sg o'r ooo'ae Boo'ss aon'se £1SE0 QAISERSRYERY 31 (D)
OELVEE'E  |eBlIol’l  |Lafest’t  |oszeel't  |H0S60°L  |Revi9r's |BSDieEo’L  (oEC00'L  [RIEISG 90'CSs O 126 1600 sazIesy ST Auddoey [auduu) 153 )
cLe'io0'y  {esEIvE AH'SEZ -1 HE'EEE prratitd ST \Be'snz ] Blo'tGE CEOETI GZS'eql 8eH ALy Nl'GE 1201540 | B0UAS Jo; sy 105
(AU [EuBEsTY) 9981 AROUT ImuTens) [a)
OvEEBZE (080'L0P'L  |DED'ZZM'L  [ZEVGNE)  {EiFIGE'S  |OEG'PIE'E  {ERS'9s2’L [BEPERZY  [SBOGDZ'L  iBC'Si's LimEvi  [ezoiesi'l jeivoso't S09E) Motnag [Ewawaoy w3 [mel (o)
w%poLs RA0LS 0L S %EDL'S LLTR %GLS WEOL'T EsLT wany AR %00L'S UGS SEGL T By xe ) (o}
BL'OA'SE |120°L0E°ST {4BO'IE0YE [EF4GO'EZ |OVWAUE'EE |£OWAIG'ZE |BIE'ESOEE |LOS'YPIZ [OOP'DDETOE {0SO'DLZOZ |200'G04'0) icO0'Ghi's) A3 (e o}
nZ'ten’z  jeean’z  {eezoesr  |otZ'oon'z  joa2'nosz  jaozeot’z  {omi'ooe'z  |oez'seo?  [ooR'mon':  |ooetDun'e  [oasoe'z  |oor'nos't [ren AnaT 101 SO0 Avs oseg le)
1Spamy ApE o) [UIEunIsur
B A T R e A T PR Tnomma.vw 10LPe0PE |BFLOOFEE [ME L0 Ee (22 o0E e |LrE PEL IR SIGEAUHeS M AV 1710
1pB29Y'L  ZE'2)L [Tagsep’y  jodeosaL  |RISTRO'L (QEOTGHD)  |EGL‘vER SLa'ands 7 E4 ) gal'ezo 169°006 A4 ¥4-F1 ] ik i [Ty E {1 "udhutusdwoy peed  {n ud) 194
IEFHB'E  [RES'S0N'Z  |ase'o¥e’?  [eoo'ee0'T  |ooae’sDFZ  JREMALLE |Smiso'z  [emr'BevE jMFEZST  |WEarZ  [SIRNOFZ |MIO'T [ 1) 000°'veE E (1 udfivsutdwon B30 {1 “tdl B0
zizengal [DOZ'Er'nl |0ad'ige’ah JEOGBRSL  |£MG0ELAL [SEZE0L |O0E'EsZ'nl [rav'eRE'9l 1905°BEP'AL |elv'eni'esr faeetizivl (Todoume'k 0oanilg 4] v 1 uelwoundwing (euaneay (1 Udk 5ou
vrE'IA0 Y  [B02'1B0'E  |ZDDEE'E  JEECRELT  |OGM'BOE  [SIE'MBIE  JOEEDIST  (EGFSEME  (BYI'GPE'C  |apu'moze  |erg'eile  [s25'0LlT orrEl FEL'GE 3 {1 wahucunduwog peleyt  {F UJ) 10
|  iest'zag’s  [oev'@se’  soegeEt | 3 LI D emgoE T Raenar'l (oMl Jegotetit |ekd'a00  loed'ioot aos: [:libg € U Uediaundiion G0 11 ud) O
EEEN CERTY ¥E TA 2L Dz A 6t 1K P8 IA £L A 95 A [Ty #1 1A Toriis B sSuny | eped UDCRIG GUEN
BYA | BHER i g} sseg 130004 )
LED2 Oz GEOE /I0Z LE0T AT0T SE0T 0L 202 Z20T [} 14 DEDZ Jeny, Ao
Spu At
(Spuag 61y POX|U1EY o) 4 01g 0L eujwirsg

16



The following Table 7 provides an analysis of the projected amount of incremental property
taxes that will be generated by the Development (based on the assumptions described herein) that
would be available to pay for eligible redevelopment costs and an analysis of the TIF Bond
Financing Scenario. The changes from Tables 5 and 6 are only to the amounts in Sections II, I1{
and IV of Table 7.
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The following Table 8 provides an analysis of the projected amount of incremental property
taxes that will be generated by the Development (based on the assumptions described herein) that
would be available to pay for eligible redevelopment costs and an analysis of the TIF/SSA Bond
Financing Scenario. The changes from Tables 5, 6 and 7 are only to the amounts in Section II, Il
and [V of Table 8.
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IV. Summary of Financing Analysis

A. Incremental Property Tax Revenues

Pursuant to the requirements of the TIF Act, each of the analyses provide for 25% of the
incremental property taxes related to the residential portion of the Development to be set aside and
paid to the school district servicing the area based on the number of students, if any, generated by
such development (see Section I(e) of Tables §, 6, 7, and 8). Furthermore, the TIF Act provides
that the City may reimburse itself for administrative costs relating to a redevelopment project area.
Each of the analyses provide for $25,000 of the incremental property taxes to be used for
administrative costs (see Section I(g) of Tables 5, 6, 7, and 8).

Based on the above scenarios, the Development is projected to generate $19,650,825 of
incremental property taxes (see Section I{j) of Tables 5, 6, 7, and 8) for the payment of eligible
redevelopment costs as determined pursuant to the TIF Act.

B. Developer Note Financing Scenario

The preliminary debt service analysis in Exhibit B hereto is based on the Developer Note
Financing Scenario. The preliminary analysis in Exhibit B assumes that the City issues the
Developer Note to the Developer in the principal amount of $4,217,743 on December 1, 2007
{assuming that the full aggount is immediately used for eligible TIF costs).

The Developer Note would be refunded by the Fixed Rate Bonds upon the completion of
construction of the Development on December 1, 2010. The Fixed Rate Bonds would be issued in
the amount of $5,945,000 on December 1, 2010 as provided in Exhibit I attached hereto. After
providing for the costs of issuance and a debt service reserve, the net proceeds available for the
refunding of the Developer Note would be $5,110,000.

Based on further analysis of the property tax increment at the time of the issuance of the
Fixed Rate Bonds, the city may be able to issue additicnal Fixed Rate Bonds to cover other eligible
TIF costs that may have been incusred,

Further note that any bonds issued that are secured by TIF revenues may not exceed a term
of 20 years. Since the repayment structure of a revenue bond obligation requires that revenues
from a particular year are assumed to be available for debt service at the end of such year (due to
collections occurring throughout a year), the analysis in Table 5 assumes that incremental property
taxes collected in a particular are available for debt service due in the following year.

C. Variable Rate Bond Financing Scenario

The preliminary debt service analysis in Exhibit C hereto is based on the Variable Rate
Bond Financing Scenario. The preliminary analysis in Exhibit C assumes the issuance of
$5,110,000 of Variable Rate Bonds on December 1, 2007. Afier providing for the cost of issuance
and capitalized interest, the net proceeds from such issuance that wonld be available for eligible
TIF costs is $4,150,0600.
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The Variable Rate Bonds would be refunded by the Fixed Rate Bonds upon the completion
of construction of the Development on December 1, 2010. The Fixed Rate Bonds would be issued
in the amount of $5,945,00¢ on December I, 2010 as provided in Exhibit D attached hereto. Afier
providing for the costs of issuance and a debt service reserve, the net proceeds available for the
refunding of the Varjable Rate Bonds would be $5,110,000.

Based on further analysis of the property tex increment at the time of the issuance of the
Fixed Rate Bonds, the city may be able to issue additional Fixed Rate Bonds to cover other eligible
TIF costs that may have been incurred.

Further note that any bonds issued that are secured by TIF revenues may not exceed a term
of 20 years. Since the repayment structure of a reverue bond obligation requires that revenues
from a particular year are assumed to be available for debt service at the end of such year (due to
collections occurring throughout a year), the analysis in Table 6 assumes that incremental property
taxes collected in a particular are available for debt service due in the following vear.

D. TIF Bond Financing Scenario

The preliminary debt service analysis in Exhibit E hereto is based on the TIF Bond
Financing Scenario. The preliminary analysis in Exhibit E assumes the issuance of $5,670,000 of
TIF/SSA Bonds on December [, 2007. After providing for the costs of issuance, capitalized
interest and a debt service reserve, the net proceeds from such issuance that could be available for
eligible SSA public infrastructure costs is $3,855,000.

The TIF/SSA Bonds would be refunded with Fixed Rate Bonds on December 1, 2010 in the
same manner as the Variable Rate Bonds described in Seetion [V(B) above. The Fixed Rate Bonds
would be issued in the amount of $5,945,000 on December 1, 2010 as provided in Exhibit D. After
providing for the costs of issuance and a debt service reserve, the net proceeds available for the
refunding of the TIF/SSA Bonds would be $5,110,000 which together with the debt service reserve
for the TIF/SSA Bonds ($567,000) would be sufficient to refund the TIF/SSA Bonds.

E. TIF/SSA Bond Financing Scenario

The preliminary debt service analysis in Exhibit E hereto is based con the TIF/5SA Bond
Financing Scenario. The preliminary analysis in Exhibit E assumes the issuance of $6,990,000 of
TIF/SSA Bonds on December 1, 2007, After providing for costs of issuance, capitalized interest
and a debt service reserve, the net proceeds that could be available for eligible SSA public
infrastructure costs is $4,750,000. There would not be a refinding of the TIF/SSA Bonds with
Fixed Rate Bonds as provided in the other two scenarios.
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F. Other Financings Sources

The City may also consider the following in addition to the issuance of the above described
debt obligations or in lieu of such issuance:

(@)  issuing a Developer Note in order to provide additional funds for the costs of the
Infrastructure Improvements.

(b)  creating a Special Service Area in addition to a TIF Distriet in order to provide
additional funds for the costs of the Infrastructure Improvements; and

(¢)  applying for various federal (i.e. road funds), state (i.e. Illinois First) and county (i.e.
stormwaier) grants,

A Developer Note may be issued to use the additional incremental tax revenues that are not
used for debt service (the excess from the 1.4 or 1.2 debt service coverage requirement) and to
reimburse the school district for any students generated by the residential portion of the
Development {see Section I'V (c) and IV (g) of Tables 5, 6, 7 and §).

The City has not requested an analysis based on the issuance or use of the other financing
sources described in this Section F. At the request of the City, this Feasibility Report can be
updated to include such additional sources.

G, Summary of Financing Options

The analysis herein is based on conservative growth assumptions and conservative property
values. The amounts of potential net proceeds that would be available for costs of Infrastructure
Improvements may be greater based on additional information that would be provided with respect
to an actual project.

The analysis indicates that the City could create a TIF District and issue bonds based on the
Variable Rate Bond Financing Scenario, the TIF Bond Financing Scenario or the TIF/SSA Bond
Financing Scenario in order to pay for the costs of the Infrastructure Improvements. Furthermore,
additional funds may be required to be obtained through other financing sources,

The following is a summary of the net proceeds available for eligible TIF costs or eligible
SSA infrastructure costs, as the case may be, based on the four scenarios described herein:

Tahle 9
Scenario Net Proceeds of Bonds
Developer Note Financing Scenario 34,217,743
Variable Rate Bond Financing Scenario 4,150,000
TIF Bond Financing Scenario 3,855,000
TIF/SSA Bond Financing Scenario 4,750,000
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The TIF Bond Financing Scenario would generate the least amount of net proceeds due to
the highest interest costs (6% on TIF/SSA Bond issuance and 6.5% on Fixed Rate Bond issuance)
together with an overall minimum debt service coverage requirement of 1.40 fo 1, The Variable
Rate Bond Financing Scenario has a slightly lower initial interest cost (5.25% on Variable Rate
Bonds and 6.5% on Fixed Rate Bonds) but the Fixed Rate Bonds also have a minimum debt
service requirement of 1.40 to 1. The Developer Note Financing Scenario does not have the initia
costs of issuance associated with the finaneing, but the interest rate on the Developer Note and the
Fixed Rate Bonds are assumed to be 6.5% with a debt service coverage ratio of 1.40 to 1 on the
Fixed Rate Bonds. The TIF/SSA Bond Financing Scenario has the lowest interest rate (6%), does
not incur the additional costs of issuance related to two bond issuances and has the lowest debt
service coverage requirement of 1,20 to 1 and therefore generates the highest net proceeds.

The City should ncte, however, that under the Variable Rate Bond Financing Scenario, the
Developer will have to provide a Letter of Credit to secure the Variable Rate Bonds until such time
as such bonds are refunded with the issuance of Fixed Rate Bonds (projected to be December 1,
2010) in the analysis herein. Furthermore, the Developer may also be required to make further
commitment with respect to the construction of the Development (i.e., completion guaranty, base
commitments, etc.) in order to provide marketability of the revenue bonds. The City should also
note that the institution of a special service area tax levy may cause issues for the Developer with
respect 10 the marketing of the Development. Further discussion is needed with the Developer with
respect to the City’s choice of the scenarios described herein.

26



The following Table 10 is a summary of the incremental property taxes available after the
provision for debt service based on each of the four financing scenarios. Table 10 includes both
incremental property taxes that are available after debt service assuming the entire school payment
set aside is distributed to the school district and the incremental property taxes that are availabie
after debt service assuming that no school children atiend the school district (see Section IV of
Tables 5, 6, 7 and 8).

Table 106
Cumulative NBY 6.3% Curmulative NPV @ 6.5%
Incremental Cumulative Incremental Cumulative
Property Taxes Tncremental Property Property Taxes Incremental Property
Available Taxes Available Available Taxes (Mo Schoal
Scenario (Full School Payment} (Fuil Schao] Payment) (No School Pavmenty [No_School Payment)
Developer Met Financing 510,164,150 §3,274,773 514,172,663 34,883,621
Variable Rate Bond
Financing 9,560,523 3,103,466 13,568,444 4,714,384
TIF Bord Financing 9,560,523 3,103,466 13,568,440 4,714,384
TIF/S5A Bond Financing 8,201,325 1,487,198 12,209,240 4,098,117

Such amounts remain afier the provision for debt service primarily due to the debt service
coverage requirement for each of the revenue bond financing scenarios.

Further discussion with the City’s Bond Counsel is necessary to confirm the City’s ability
to issue such revenue bonds to pay for such costs and to determine whether such bonds would be
tax-exempt. Also, further discussions with the City’s Financial Advisor and an underwriter to be
chosen by the City is necessary with respect to marketability of such revenue bonds and current
market interest rates and requirements.
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CITY OF NAPERVILLE TIF
PRELIMINARY QUALIFICATION/DESIGNATION REPORT
PROPOSED WATER STREET TIF DISTRICT

A study to determine whether all or a portion of an area located in
the City of Naperville qualifies as a conservation area as set forth in

the definition in the Tax Increment Allocation Redevelopment Act, 85
ILCS Section 5/11-74.4-1, et seq., as amended.

Prepared For: City of Naperville, lllinois

Prepared By: Kane, McKenna and Associates, Inc.

January, 2007
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. INTRODUCTION AND BACKGROUND

The City of Naperville (the "City") has authorized Kane, McKenna and
Associates, Inc., (KMA) to conduct a study of the properties described in Exhibits 1 and
2 attached hereto {the "Proposed RPA"} to determine whether the Proposed RPA
would qualify for consideration as a "Redevelopment Project Area” and as a
“conservation area” pursuant to the Tax Increment Allocation Redevelopment Act, 65
ILCS 5/11-74.4-1 et. seq., as amended (the "Act”).

The City, incorporated in 1857, is located in the Chicage metropolitan area,
primarily in DuPage County (with a portion located in Will County) and along the
Interstate 88 designated High Technology Corridor, The City has been one of the
fastest growing communities in the Chicago metropolitan area and in the State of lilinois
with a 2000 Census popufation of 128,358. The City is home to many corporate
headquarters, research centers and facilities for many national and international
companies.

The City currently has a vibrant downtown retail area located north of the
DuPage River and west of Washington Street. The downtown area is surrounded by
residential uses 1o the north, south and west and by North Central College and various
residential uses to the east. The northern edge of the downtown area is currently
experiencing addijtional growth due fo the construction of the retail/office/residential
development located on the block along Van Buren Avenue.

The Proposed RPA is located primarily south of the downtown core area and
immediately south of the DuPage River. The Proposed RPA is generally bounded on (i}
the north by the DuPage River, (i) the east by Main Street, (iii} the south by Aurcra
Avenue, and (iv) the west by Webster Street. The Proposed RPA consists of sixteen
(16) tax parcels and eleven (11) structures as of January, 2007. Approximately 64% of
the qualifying structures located in the Proposed RPA are thirty-five or more years old
based upon data obtained from the Naperviile Township Assessor and the Ciy and
aerial photography.

The structures within the Proposed RPA are currently being used primarily for
retail, office and institutional uses. Many of the structures within the proposed RPA
were originally consfructed for residential use. However, certain of the properties along
Aurora Avenue have heen converied from residential uses to refail and institutional
uses., One (1) structure within the southwest portion of the Proposed RPA remains
residential, The uses within the remainder of the Proposed RPA consist primarily of
various retail and office uses. Three of the vacant parcels within the Proposed RPA
recently contained residential structures that were over one hundred years old and
which were demolished in 2004. One of the vacant parcels contains a parking lot which
was recently paved and which serves a commercial facility across the street from such
parking lot. The development of the majority of the Proposed RPA occurred prior to the
adoption of a comprehensive plan by the City and can be characterized as having beerr
deveioped with an uneven pattern of land uses due to the fact that the Proposed RPA is
divided from the remainder of the downtown area by the DuPage River.
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The Proposed RPA has certain deficiencies related to inadequate utilities for
contemporary use of the area, deleterious layout, obsclescence and suffers from the
lack of benefits of contemporary community planning.

There are currently numerous property owners within the Proposed RPA, Due fo
the number of property owners, the Proposed RPA will be difficult to redevelop in a
coordinated manner. The City is investigating options related to the redevelopment of
the Proposed RPA and preserving the character of the City's downtown area, making
contemparary infrastructure improvements in the area and coordinating the
redevelopment within the Proposed RPA,

From a City economic development perspective, the Proposed RPA represents a
significant potential for redevelopment. The City is studying various goals and
chjectives for area development, including infrastructure improvements and upgrades,
and potential mixed use related development for the Proposed RPA. The
redevelopment could assist the City to accomplish objectives related to infrastructure
upgrades and could provide the necessary resources to provide for the comprehensive
redevelopment of the Proposed RPA by applying contemporary planning techniques for
the benefit of the residents of the City and visitors to the City and Riverwalk area.

Furthermore, the City is mindful of the existing residential uses neighboring the
Proposed RPA. Therefore, the City wishes to coordinate any new commercial and
residential use development within the Proposed RPA and ensure that development
occurs within the guidelines of the City's comprehensive plan, and the City's zoning
regulations as they may be determined by the City Council of the City from time 1o time.

The City has reviewed the Proposed RPA for possible redevelopment for a
period of time. In planning for this potential redevelopment, the City has conducted a
review of possible land uses for the area. The zoning and land use plans include the
existence of residential uses located within the area, A key goal of the City is 1o
promote the development of underutilized sites and to encourage the redevelopment or
renovation of the existing sites in order to improve tax base.

The City is concerned that the Proposed RPA may be underutiized and,
therefore, benefit from public funds to attract private investment and maximize the
public benefits associated with redevelopment. Any large scale redevelopment plan will
require the coordination of infrastructure and planning efforts in order efficiently serve
the proposed redevelopment, as well as the surrounding area. Therefore, the creation
and utilization of a TIF redevelopment plan is being investigated by the City to help
provide the assistance required to eliminate conditions detrimental to successful
redevelopment of the Proposed RPA.

The qualification factors discussed in this Report qualify the area described

below as a “conservation area”; ag such term is hereinafter defined pursuant to the
Act.
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I QUALIFICATION CRITERIA USED

With the assistance of City staff, Kane, McKenna and Associates, Inc. examined
the Propased RPA in January, 2007 and reviewed information collected with respect to
the Proposed RPA to determine the presence or absence of appropriate qualifying
factors listed in the Act. The relevant sections of the Act are found below.

The Act sets out specific procedures which must be adhered to in designating a
redevelopment project area. Pursuant fo the Act, a "Redevelopment Project Area” is
defined as follows:

“an area designated by the municipality, which is not less in the aggregate than 1
% acres and in respect to which the municipality has made a finding that there
exist conditions which cause the area to be classified as a blighted area or a
conservation area, or a combination of both blighted area and conservation
area.”

Conservation Area

The Act defines a “conservation area” as follows:

“Conservation area” means any improved area within the boundaries of a
redevelopment project area located within the territorial limits of the municipality
in which 50% or more of the structures in the area have an age of 35 years or
more, Such an area is not yet a blighted area but because of a combination of 3
or more of the following factors is detrimental to the public safety, health, morals
or welfare and such area may become a "blighted area”™

(A) Dilapidation: An advanced state of disrepair or neglect of necessary
repairs to the primary structural components of buildings or improvements
in such a combination that a documented building condition analysis
determines that major repair is required or the defects are so serious and
so extensive that the buildings must be removed.

(B) Obsolescence: The condition ar process of falling into disuse. Structures
become ill-suited for the original use.



(©)

(D}

(E)

{H)

Deterioration: With respect to buildings, defects includirg, but not limited
to, major defects in the secondary building components such as doors,
windows, porches, guiters and downspouts and fascia. With respect to
surface improvements, that the condition of roadways, alleys, curbs,
gutters, sidewalks, off-street parking and surface storage areas svidence
deterioration, including, but not limited to, surface cracking, erumbling,
potholes, depressions, loose paving material and weeds profruding
through paved surfaces.

Presence of Struciures Below Minimum_Cade Standards: All struciures
that do not meet the standards of zoning, subdivision, building, fire and
other governmental codes applicable to property, but not including
housing and property maintenance codes.

llegal Use of Individual Structures: The use of structures in violation of
applicable federal, State, or local laws, exclusive of thase applicable to the
presence of structures below minimum code standards.

Excessive Vacancies: The presence of buildings that are vnoccupied or

under-utilized and that represent an adverse influence on the area
because of the frequency, extent or duration of the vacancies.

Lack of Ventilation, Light. or Sanitary Facilities: The absence of adequate
ventilation for light or air circulation in spaces or rooms without windows,
or that require the removal of dust, odor, gas, smoke or other noxious
airborne materials. Inadegusate natural light and ventilation means the
absence of skylights or windows for interior spaces or rooms and improper
window sizes and amounts by room area to window area ratios.
Inadequate sanitary facilities refer to the absence or inadequacy of
garbage storage and enclosure, bathroom facilifies, hot water and
kitchens and structural inadequacies preventing ingress and egress to and
from all rooms and units within a building.

Inadequate Ulilities: Underground and overhead utilities such as storm
sewers and storm drainage, sanitary sewers, water lines and gas,
telephone and electrical services that are shown to be inadequate.
Inadequate utilities are those that are: (i) of insufficient capacity to serve
the uses in the redevelopment project area; (ii} deteriorated, antiquated,
obsolete or in disrepair; or (i} lacking within the redevelopment project
area.




(’}

)

(K)

L

Excessive lLand Coverage and Overcrowding of Structures and
Community Facilities: The over-intensive use of property and the crowding
of buildings and accessory facilities onto a site. Examples of problem
conditions warranting the designation of an area as one exhibiting
excessive land coverage are: (i} the presence of buildings either
improperly situated on parcels or located on parcels of inadequate size
and shape in relation to present-day standards of development for health
and safety and (ii} the presence of muliiple buildings on a single parcel.
For there to be a finding of excessive land coverage, these parcels must
exhibit one or more of the following conditions; insufficient provision for
light and air within or around buildings, increased threat of spread of fire
due to the close proximity of buildings, lack of adequate or proper access
to a public right-of-way, lack of reasonably required off-street parking or
inadequate provision for inading service.

Deleterious_Land-Use or Layout: The existence of incompatible land-use
relationships, buildings oceupied by inappropriate mixed-uses or uses
considered to be noxious, offensive or unsuitable for the surrounding area.

Environmental Clean-Up: The proposed redevelopment project area has
incurred lllinois Environmental Protection Agency or United Siates
Environmental Protection Agency remediation costs for, or a study.
conducted by an independent consultant recognized as having expertise
in environmental remediation has determined a need for the clean-up of
hazardous waste, hazardous substances or underground storage tanks
required by State or federal law, provided that the remediation costs
constitute a material impediment o the development or redevelopment of
the redevelopment project area.

Lack of Community Planning: The proposed redevelopment project area
was developed prior to or without the benefit or guidance of a community
plan. This means that the development occurred prior to the adoption by
the municipality of a comprehensive or other community plan or that the
plan was not followed at the time of the area's development. This factor
must be documented by evidence of adverse or incompatible land-use
relationships, inadequate street layout, improper subdivision, parcels of
inadequate shape and size to meet contemporary development standards
or other evidence demonstraiing an absence of effective community
planning. For purposes of this Report, the references to lack of the
benefits of contemporary community planning shall be defined with the
same definition as l.ack of Community Planning under the Act.
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(M)

The total equalized assessed value of the proposed redevelopment
project area has declined for three (3) of the last five (5) calendar years for
which information is available, or is increasing at an annual rate that is
{ess than the balance of the municipality for three (3) of the last five (5}
calendar years, for which information is available, or is increasing at an
annual rate that is less than the Consumer Price index for All Urban
Consumers published by the United States Depariment of Labor or
successor agency for three (3) of the last five (5) calendar years for which
information is available,



M. THE PROPOSED RPA

The Proposed RPA consists of approximately sixteen (16) tax parcels and eleven
(11} structures. The land uses within the Proposed RPA are primarily for retail, office
and institutional uses. One (1) of the parcels within the southwestern portion of the
Proposed RPA remains residential. Six {8} parcels within the Proposed RPA are vacant
lots or are lots with minor site improvements (parking lots).

The tax year 2005 Equalized Assessed Valuation (EAV) for the Proposed RPA is
$2.600,260". The 2005 EAV of the Proposed RPA is a percentage of the 2005 EAV of
the following taxing districts is as follows:

Proposed RPA 2005

EAV
Taxing District 2005 FAV® % of Total EAV
CuPage County $34,781,5633,054 0.0075%
Naperville Township 3,491,252,356 0.0745
Naperville School District #203 3,956,860,631 0.0657
Napearville Park District 5,803,355,4058 0.0448
Coliege of DuPage 35,511,253,341 0.0073
City of Naperville 5,624,652,231 0.0462

—

Source: Naperville Township Assessor
Source: DuPage County Clerk and Will County Clerk
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IV. METHODOLOGY OF EVALUATION

In evaluating the Proposed RPA's potential qualification as a Redevelopment
Project Area pursuant to the Act, the following methodology was utilized:

1) Site surveys of the Proposed RPA were undertaken by representatives from
Kane, McKenna and Associates, Inc. Site surveys were completed for all parcels
located within the proposed area.

] Exterior evaluation of structures, neting detericration, or dilapidation as well as
vacancies or possible code violations was completed by KMA.

3) The area was studied in relation to review of available pianning reports, City
ordinances, land surveys, flood maps, local history, and an evaluation of area-
wide factors that have affected the area's development {e.g., lack of the benefits
of conternporary community planning, obsolescence, inadequate utilities, etc.).
Kane, McKenna reviewed the area in its entirety.

4) Existing structures and site conditions were initially surveyed only in the context
of checking, to the best and most reasonabie extent available, criteria factors of
specific structures and site conditions on the parcels,

5) The Proposed RPA was examined to assess the applicability of the different
factors, for both improved land and vacant land, required for qualification for
designation as a Redeveiopment Project Area under the Act. Evaluation was
made by reviewing the information and determining how each measured when
evaluated against the relevant factors. Improved land within the Proposed RPA
was examined to determine the applicability of the conservation factors for
gualification as a Redevelopment Project Area under the Act.
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V.

1)

2)

QUALIFICATION OF PROPOSED RPA/FINDINGS OF ELIGIBILITY

As a result of KMA's evaluation of each parce! in the Proposed RPA, and
analysis of each of the eligibility factors summarized in Section 1l, the following factors
are presented to support qualification of the Proposed RPA as a “conservation area”.

CONSERVATION AREA THRESHOLD FACTOR

Age

Based upon site surveys, aerial photographs, information provided by the
Naperville Township Assessor and City data, approximately 64% (or seven (7) of
the eleven (11) structures) were found to be thirty-five years of age or greater.

OTHER CONSERVATION AREA FACTORS

Inadequate Utllities

Rased upon City data and KMA review, the following improvements to the utilities
in the Proposed RPA will be required for redevelopment in a contemporary
fashion:

a)

d)

replacement of water mains throughout the Proposed RPA in order to
provide proper service for any redevelopment of the Proposed RPA and to
provide the requisite fire flows;

rehabilitation of sanitary sewer lines within the Proposed RPA;
development of additional stormwater detention relating to the
redevelopment of the Proposed RPA due to the fact that a significant
poriion of the Proposed RPA is either in a ficodway or floodplain; and

instaliation of additional electrical conduit fo provide electric service for
any redevelopment project constructed in the Proposed RPA.



Lack of the Benefits of Contemporary Community Planning

Under the Act, an area suffers from a lack of the benefits of contemperary
community planning if the area was developed prior to or without the benefit of a
camprehensive or community plan. The lack of a comprehensive or community
planning document during the period when the Proposed RPA was primarily
developed has contributed to inadequate utilities and parcels of inadequate
shape and size to meet contemporary development standards. Over 54% of the
structures were daveloped pricr to the adoption of the City's Comprehensive Plan
in 1961, \

The proposed RPA suffers from a lack of the benefits of coniemporary
community planning due to the following:

- Conversion of residential structures and commercial uses which has led to
inadequate provisions for loading and servicing and parking availability for
more coniemporary uses in the Proposed RPA.

- The area's utilities were not designed to support significant contemporary
commercial development within the Proposed RPA.

- Many of the retail and commerciai uses within the Proposed RPA are
located in parcels that are inadequate in size and shape and are not
substantial enough to sustain modem sized deveiopments.

- Lastly, lacking until recently, an effective and sustained development plan
intended to coordinate the redevelopment of the Proposed RPA.

According to the City’'s Downtown Plan (2000}, the City sought to create a
Transitional Use District to accommodate uses that would serve as a transition
between the intense development of the downtown area and the residential
neighborhood, to the south of the Proposed RPA. Furthermors, the Downtown
Plan is further designed to accommodate and facilitate the implementation of the
northern portion of the Proposed RPA as a gaieway area fo the downtown
whereby additional commercial and residential uses would be encouraged.
Therefore, the Downtown Plan would serve io address the deficiencies
associated with deleterious land uses.

Having been initially developed without the benefits of a comprehensive plan has
resulied in failure of the Proposed RPA to be developed to its fullest potential.
The arsa has a lower tax base than would be expected if the area was developed
in a cohesive, consolidated manner.
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Obsolescence

Obsolescence is defined as the condition or process of falling into disuse. This
can also be defined as a structure(s) that has become ill-suited for its original
use. The area contains several structures which are ill-suited for their criginal
use.

At least 54% of the structures within the Proposed RPA are forty-nine (49) fo one
hundred thirty-five (135} years old of which approximately 83% of such structures
were originally designed primarily for single-family uses. Furthermore, certain
rasidential structures which have been converted to commercial use are
functionally obsolete due to their lack of contemporary parking facilities and
access to their sites. Also, certain structures located along Aurora Avenue do
not have the benefit of street parking.

A number of the commercial structures within the area exhibit poor layout and
orientation as it relates to the proximity to Water Sireet and the location along the
DuPage River. Furthermore, certain of the commercial users along Water Street
reiy on parking located across from their facilities or upon a vacated portion of
Webster Street thereby lacking the benefit of contemporary parking facilities.

Although older buildings often add to the character of the community, the lack of
continuity of appealing older siructures in this area disrupts the ambiance found
in other older areas of the City. Since there are a number of empty spaces
between structures and since some of the structures are not being used for
purposes for which they were initially designed, the older nature of this area does
not contribute to the charm of other older areas in the City.
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OTHER RELEVANT QUALIFICATION FACTORS

These factors are present in various locations within the proposed RPA, but are
not present for the whole area.

5 Deterioration of Structures and Site Improvements

Pursuant to the Act, deferioration can be evidenced in major or secondary
building defects. For example, such defecis include, but are not limited {o,
defects in building components such as windows, porches, gutters and doors.

With respect to surface impravements, deterioration was found related to
roadways, driveways, walkways and curbs. Off-street parking areas evidence
deterioration, including, but not limited to, surface cracking, potholes,
depressions and loose paving materials.

Various degrees of deterioration were identified on seven (7) or 44% of the
parcels within the area. According to an-site inspections performed by KMA and
documented by site surveys and photographic analysis, some of the site
improvements and structures contained the following signs of deterioration:

Missing, damaged gutters

Rusted, damaged siding

Rotted wood frames and/or exterior siding or eaves
Rotten wood porches or framing materials

Cracked and damaged concrete steps and porches
Cracked asphalt in parking lots

a4 8§ @ & 4 o
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V. SUMMARY OF FINDINGS AND OVERALL ASSESSMENT OF
QUALIFICATION

The following is a summary of relevant qualification findings as it relates to
potential designation of the Proposed RPA by the City as a Tax Increment Finance (TIF)
District. The findings herein pertain to the Proposed RPA.

1. The Proposed RPA is contiguous and is greater than 1% acres in size.

2. The Proposed RPA will qualify as a “conservation area”. Further, the
factors present throughout the Proposed RPA as documenied herein are
present to a meaningful extent and are eveniy distributed throughout the
Proposed RPA. A more detailed analysis of the qualification findings is
outlined in this report.

3. All property in the area would substantially benefit by redevelopment
project improvements.

4, The sound growth of taxing districts applicable to the area, including the
City, has been impaired by the factors found present in the area.

5. The area would not be subject o a comprehensive redevelopment
employing modern planning practices without the investment of public
funds, including property tax increments.

These findings, in the judgment of KMA, provide the City with sufficient
justification to consider designation of the Proposed RPA as a TIF District.

The area has not benefited from coordinated planning efforts by either the public
or private sectors. There is a need to focus redevelopment efforts relating to
infrastructure, property reuse, public spaces, parking needs and the improvement of
existing building inventory.

Wmaisrv2001\Company\Client Folders\Naperville\Water Street TIFSummaries and Reports\Qualification and Designation
Report (Clean) 02.15.0%.doc



EXHIBIT 1

PROPOSED RPA BOUNDARY MAP
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EXHIBIT 2

Property ldentification Number List

Proposed RPA

07-13-442-001
07-13-442-002
07-13-442-003
07-13-442-004
07-13-442-005
07-13-442-006
07-13-442-010
07-13-442-013
07-13-442-014

07-13-442-018
07-13-442-019
07-13-442-020
07-13-440-601
07-13-440-003
07-13-440-004
07-13-440-005 .
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EXHIBIT B

DEVELOPER NOTE
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EXHIBIT C

VARIABLE RATE BOND
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EXHIBIT D

FIXED RATE BOND
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EXHIBIT E

TIF/SSA BOND — TTF BOND FINANCING SCENARIO
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EXHIBIT F

TIF/SSA BOND - TIF/SSA BOND FINANCING SCENARIO



[
00'DD9'ErL
000
aoonz'veR
oo
00006’ 208
000
00°00E'88L
000
00 DOP'GeL
000
OO O0Z6EL
oo
00°DOE'DTL
000
00'00L 'S
000
0G004'649
0G0
00 0DE'aSs
ol 4]
OO KE'6ES
oo
opDnE'ai e
000
00008108
000
00009'E85
000
00" 006'98S
oo
00" 00F vb5
000
CDO0K'E Y
0o

[=E=N=N-N-F-N-]

00°00L'B0k Y 00'0DZ'BSE L

OOODE'LGL,
[ilegvin:3i4
0G°00L'ZLL
gl b
Q005 0L
[iledv =0 ¥
NI'051'889
H006188
0'002°059
20002'54
0008609
Q0008624
06058225
00058 R
08'0RE'PYS
00"DRE"PS1
00'05E'TG
ey 1
080G vak
gt a YT
fuls s i
ORODK 2
O00Dg'BEY
00 o0a'68 L
00006°50P
00°008'561
000t
00°00E" 1 02
00°008"05E
00056'502
0004 TES
AB004'602
O'0DL'80T
00°00L°60Z
an'g

q

]

0

are

0

Q
{BI0L [BO5T4 570 MEN 18/

a0

000

Ga'e

0oo

oo

200

oo

600

a0

00

B

o0'a

1]

coo

oo

as'o

oo

0o

oo

oo

00’0

0o
ilogucTN: i
00°00L 602"
0oanL 86z
00002608
sley e INE A
0604 60Z"
o}

4l

00°000'853*
00000 66"

oo

Hsa

COONB'SEEEE COQDBGIE O %000

o0°008'G0M L
000080k
000uL'2LL
00uL'Ee
OU05F 924
on'osy'Ee
0051880
arosLse
00°002" 058
ooz
00'008°606
0o'00n'aezs
00650 LG
0000’2k
folls g S
00°0GE' PG
00058 PLY
00058 Pet
00'05H bEk
00051k
fali sl ) =1 4
falid v ra: ]
ao'ann'azl
00'000'EEL
00°C0E'S0r
00'006'G61
00'0nE' L BE
C0°00E’ LOZ
0'056'09€
00'086'502
a0'00s ' FEE
00004602
00'004'8G8
0002602
00002802
0000602
0D'0ads'ace
00002602
00004602
00004402
oo

[ZE T

Lilcaalel=grid %O0'D
GO0DR'GY %000
aoraoL'ze %Os
GODL'Ze %000
4orask Le %000
OO LE T00%
[iligie [N %000
C0'oGL6E %000
[ E LR HEY %009
G0'002'SkL %000
G0ro09°'6ed %009
Q000624 %oog
Q0050'Zr %0089
LR e %000
QUOSE+EL w009
Q00GE"FSl %G00
O OSE FE %009
QO'DSREL %000
Qooghvsd %009
GIro5L"pLY %000
G0 00FTEL %009
aorook2et %000
00'000'5a1 Y009
A0° 000 58 %000
G0'006'S61 waoa
GOrONG'G01 %009
00'00E"10S pivng:
[0l /4174 %Y
O0'0R6'60T wega
OF 096 G0 WOIe
00 002602 Ho0s
0002802 [}

00 00L'B0T %000
DO00L'602 0

Q0 00L'GOE Y000
iligaie N ioe 0

aUeDL ez %000
Qo e0L'ehE ¢

Q0'QDL'GOE %000
QO'00L 60 o

00 0

saEM] VEORES

50000668
00°005'09E" L
ara
20°000'0kL
apg
OrO0'sEE
an'e
00°000°069
o]
00ran0'ses
on'e
0'an0‘ogk
]
00'000'5Ek
o]
00000'068
g
00Q00'068
fridi]
0rQo0DIE
usa
00'000'GeT
Pl
0'600'orZ
o
00'000'CEZ
oo'a
aoraco'oet
g
00°Go0'sSE
po'a
Q0C00'GEL
0'g

a0'g

oo

poq

0

oog

TY10L
L20LE)
LL02/e
A4 7 A
Sz LD
SZOE/LZL
SEOEHE
LAl A
prA AL
PrAA 1A
EZ0ZIH9
z20e/lel
0D
1ene/tel
120149
020E/E)
020z 1Y
BLOCAR L
A
gLogfrel
BDED
LLIEALEL
L302/19
BEOZ/LIZL
A e
FHOZ/LZL
SLRTHD
FLOEAEL
peAli]
ELIEALL
ELOZ/HB
gl
(424 1]
HHEARL
LG
DHOEAME b
010ZF LS
GO0zl
GROZHE
BOOZ/L L
BOOZSID
HIOEILEL
EEq)

ATHOD S380dHNG NOISSNDEI0 Had

SO [DYIZL UL UD PRtEG 5788 updnaD {Z)

ZD7HZ) UC SPUCH YSE 10 aouensst (1)
SEEON

C0'0D0'0GESS 5857} [Bi0L
oonz'e Junouny Supunoy
G0'0A0°05 Uty bofosUDY 133[0sg o) isodeq
00'00Z'RE2"E pung (410} 190a3iu] pozmmpde] o) isedseg;
00'CO0‘ 668 {50l pund sasasdy Sdniag 1gag) o1 ysodegy
00'009'BiE DWUIENSS| jO 51507
SpUN4 [O) E9Sn

000000880 SINOE |20,
00°000°066"0S SRUCEH JO JUNOUIY S
Spun4 )] SEOINOS)

(1) sisfkeuy aspuag o Ao o
L00E S21ieg "Spuay w55 Idwaxs xej
siouy) ‘agaadey o Sy



