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Introduction

This Project Plan for Tax Increment District #4 (TID #4) in the Village of Shorewood Hills has been
prepared in compliance with Wisconsin Statutes Chapter 66.1105(4)(f). The plan establishes a
need for the district, the proposed improvements within the district, an estimated time schedule,
and an estimated budget. The plan also includes a detailed description of the Tax Increment
District (TID) and boundaries.

Approval Process

The Village of Shorewood Hills Village Board met on January 22, 2008 and directed the Plan
Commission to prepare a draft Project Plan and boundary to create TID #4. Initial planning for
TID #4 was delayed while the Village completed a neighborhood plan for the area and formed
TID #3 for the Doctors Park area. The Village Board also authorized the formation of a Joint
Review Board (JRB) to consider TID #4 at their September 21, 2009 meeting. The Village of
Shorewood Hills Plan Commission is authorized to prepare the plans necessary to carry out a
plan of redevelopment within TID #4.

The Plan Commission held an initial meeting to discuss the TID budget, area boundatries,
potential projects, and set the public hearing date on November 3, 2009. The organizational
meeting of the Joint Review Board (JRB) was held on December 1, 2009. Tim Rikkers was
appointed as the at-large JRB member, and Mark Sundquist was elected chair. A notice of the
public hearing was published on November 20, 2009 and November 27, 2009. The public
hearing on the TID #4 Project Plan was held on December 8, 2009. The Plan Commission
approved the TID #4 Project Plan following the public hearing and recommended it to the
Village Board for adoption.

The Project Plan for TID #4 was adopted by resolution of the Village Board on January 19, 2010.
The Joint Review Board met on January 26, 2010 to approve the Village Board Resolution
creating TID #4. Documentation of all resolutions, notices and minutes can be found as
attachments to this Project Plan.

As required by Wisconsin Statutes Chapter 66.1105(5)(b), a copy of the Project Plan will be
submitted to the Wisconsin Department of Revenue and used as the basis for the certification of
Tax Increment District #4 in the Village of Shorewood Hills.

This is to be used as the official plan that guides redevelopment activities within TID #4.
Implementation of the plan and completion of the proposed activities will require review by the
Plan Commission as part of its duties under Village ordinance, and case by case authorization
by the Village Board. Public expenditures for projects listed in the plan will be based on the
development status of the land and economic conditions existing at the time the project is
scheduled for construction. The Village Board is not mandated to make expenditures described
in this plan and is limited to implementing only those project cost categories identified. Changes
in boundaries or additional project categories not identified here will require formal amendment
to the plan involving public review and Village Board approval.

As stated in the Village Board resolution approving this plan (see attachments), this TID Project
Plan conforms to the Comprehensive Plan of the Village of Shorewood Hills.
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Plan of Redevelopment for TID #4

Inventory of Area

The area that is the subject of this plan is in the Village of Shorewood Hills, located in Dane
County, WI. TID #4 is comprised of four main properties: the Pyare Square office tower,
McDonalds, the Walnut Grove shopping center, and the former Pizza Hut adjoining Walnut
Grove. Located along University Avenue directly north of Hilldale Mall, the area has the
potential for high-value mixed-use redevelopment. Map 1 in Appendix B shows the boundaries
of TID #4. Photos of the area are included on page 4, and a parcel list is in Appendix B.

The area consists of a mix of commercial office and retail/restaurant uses. The Pyare office
building, originally built in the 1970s as a state office building, is facing a near-100% vacancy rate
due to the circular building shape and low ceilings, which are inefficient for modern-day offices.
The Walnut Grove shopping center also has a high vacancy rate because of its general lack of
visibility from University Avenue. Though the McDonalds restaurant appears to be a successful
location, its position in the midst of the other properties means that it may be part of future
redevelopment of the area. If vacancies continue at Pyare Square and Walnut Grove, the area
has the potential to deteriorate and become a drain on Village resources.

The Village intends to use the tools and powers authorized by State Statues to promote the
mixed-use redevelopment of this area and prevent further deterioration. The creation of a
Mixed-Use Tax Increment Finance District will promote redevelopment and investment from local
property owners, both within and outside of the district. The creation of the TID allows the Village
to provide needed infrastructure, as well as funding to local stakeholders through incentives and
grants, to encourage property owners and business owners to proactively participate in
revitalization.

The entire area is served by Village water and sewer service. Electric power is provided by
Madison Gas & Electric. Public utilities are adequate to serve the District. The area is served by
Madison Metro public transit on University Avenue, and is directly south of a proposed commuter
rail line running from Middleton, through the TID, to the UW Campus and Downtown Madison.

Redevelopment Plans

The major goal of TID #4 creation is to allow the Village to provide assistance to desirable
redevelopment proposals in the Pyare area. This assistance will be to offset the costs of
redevelopment in the area when it is compared to development in a “greenfield” site at the
edge of the urban area. This is expected to include (but is not limited to) building demolition,
structured parking, site preparation associated with redevelopment, and other costs that would
not normally be incurred in a suburban-style development. The Village may also use funds to
assist in the development of housing that will be more affordable than the typical housing in the
rest of the Village.

Development assistance would provide benefits to the public by increasing property values,
improving stormwater management, improving site layouts, increasing the variety of housing
options in the Village, and enabling development in an area already provided with services
instead of an undeveloped site on the edge of the metro area.

Infrastructure improvements to support redevelopment discussed above is included in the plan
for this TID.
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Overall, approximately $6.8 million (not including financing costs) has been budgeted for TIF
expenditures to promote redevelopment in this Project Plan. Each project proposed by a
developer or group of developers within the area should support the provision of TIF assistance
to that project without depending upon increment or anticipated increment from other projects
that are not under the developer’s control.

In addition to the costs above, the District’s budget includes funds for TID organization costs,

administration of the District, and money for a detailed Neighborhood Plan for the area. The
cost categories are detailed in the following section.
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Photos of Area

University Avenue entrance to the Pyare Square McDonalds.
office building.

Walnut Grove shopping center.

Walnut Grove shopping center. Pyare Square office building.

Page 4



Proposed Public Works

TID #4 is being created in order to promote mixed-use redevelopment of property, improve a
portion of the Village, enhance the value of property, improve vehicular circulation, improve
pedestrian and bicycle safety, and broaden the property tax base. The Village will spend funds
on planning, public improvements, financial incentives, and site improvements to promote
redevelopment activities.

Costs directly or indirectly related to achieving the objective of promoting mixed-use
development are considered "project costs" and eligible to be paid from tax increments of this
tax increment district. The costs of planning, engineering, design, surveying, legal and other
consultant fees, testing, environmental studies, permits necessary for the public work, easements,
judgments or claims for damages, and other expenses for all projects are included as project
costs. Expenditures that benefit TID #4 may be made up to one-half mile outside of the District’s
boundary.

The list below contains major public improvement categories that are necessary and standard
for promoting mixed-use development. Table #1 in Section 3 summarizes total costs by
category. Appendix A contains financial attachments which show the estimated timing and
financing for proposed public works and TID expenditures.

A. Capital Costs
Including, but not limited to, the actual costs of the construction of public works or
improvements, new buildings, structures, and fixtures; the demolition, alteration, remodeling,
repair or reconstruction of existing buildings, structures and fixtures other than the demaolition
of listed historic properties and the acquisition of equipment to service the district.

The Village does not anticipate incurring capital costs as part of this project plan. Should
capital costs become necessary to accommodate redevelopment, the Village may opt to
amend this plan in the future.

B. Infrastructure
That portion of costs related to the construction or alteration of sewerage treatment plants,
water treatment plants or other environmental protection devices, storm or sanitary sewer
lines, stormwater management facilities, water lines, or amenities on streets or the rebuilding
or expansion of streets the construction, alteration, rebuilding or expansion of which is
necessitated by the Project Plan for a district and is within the district. Infrastructure can also
be installed outside of the district, if required to carry out Project Plans, but only the portion
which directly benefits the district is an eligible cost.

$850,000 is budgeted for infrastructure projects to serve TID #4. Approximately $600,000 of
that is planned for a bicycle/pedestrian overpass of University Avenue, with the remainder
budgeted for road and utility improvements to serve redevelopment. Road and utility
improvements would include such things as: upgrades to University Avenue and Locust
Street, upgrades/repair to utilities under University Avenue and Locust street, upgrades/repair
to utility lines running through the district (but not under street right-of-way), upgrades and
repairs to storm sewer lines, and stormwater management measures to handle runoff from
within the TID boundary.
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C. Site Development Costs

1. Site development activities required to make sites suitable for development including,
but not limited to, environmental studies and remediation, stripping topsoil, grading,
compacted granular fill, topsoil replacement, access drives, parking areas, landscaping,
storm water detention areas, demolition of existing structures, relocating utility lines and
other infrastructure, utilities, signs, fencing, and related activities.

2. Site development activities to serve the property such as installation of sanitary sewer,
water, storm sewer, natural gas, electric, telecommunications and other utility
connections.

$100,000 is budgeted for activities described in this section.

D. Land Acquisition & Assembly
This may include but is not limited to fee title, easements, appraisals, environmental
evaluations, consultant and broker fees, closing costs, surveying and mapping, lease and/or
the sale of property at below market price to encourage or make feasible an economic
development project. This could also include the cost to relocate existing businesses or
residents to allow redevelopment.

The Village does not anticipate incurring land acquisition costs as part of this project plan.
Should land acquisition costs become necessary to further redevelopment goals, the Village
may opt to amend this plan in the future.

E. Development Incentives
The Village may use TID #4 funds to provide incentives to developers and businesses to
promote and stimulate new development. The Vilage may enter into agreements with
property owners, businesses, developers or non-profit organizations for the purpose of sharing
costs to encourage the desired kinds of improvements. In such cases, the Village wiill
execute development agreements with the developers and/or businesses, which will identify
the type and amount of assistance to be provided.

The Village may provide funds either directly or through an organization authorized by
Wisconsin Statutes (such as a Community Development Authority, Public Housing Authority,
development organizations or other appropriate organizations) for the purpose of making
capital available to business and or developers to stimulate or enable economic and
housing development projects within TID #4. Funds may be provided in the form of a cash
grant, forgivable loan, direct loan or loan guarantee. Such funds may be provided at terms
appropriate to, and as demonstrated to be required by the proposed economic
development and or housing project and shall be set forth in a development agreement.

$3.8 million is budgeted for development incentives.

F. Professional Services
Including, but not limited to, those costs incurred for architectural, planning, engineering,
and legal advice related to implementing the Project Plan, negotiating with property owners
and developers, and planning for the redevelopment of the area.

$125,000 is budgeted for professional services.
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G. Discretionary Payments
Payments made, at the discretion of the local legislative body, which are found to be
necessary or convenient to the creation of tax incremental districts or the implementation of
Project Plans. This could include expenditures to remove social obstacles to development,
provide labor force training, day care services, or neighborhood improvements to improve
the quality of life or safety of the residents, workers, or visitors and other payments which are
necessary or convenient to the implementation of this Project Plan.

$100,000 is budgeted for discretionary payments.

H. Administration Costs
Administrative costs including, but not limited to, a reasonable portion of the salaries of the
Village Administrator, Building Inspector, Attorney, Finance Director, Auditor, Assessor, Public
Works employees, Village Engineer, consultants and others directly involved with planning
and administering the projects and overall District. Also including any annual payments
required to be paid to the Wisconsin Department of Revenue (DOR) by state law.

$113,000 is budgeted for administration costs, which includes Village staff time, auditors, and
payments due to the DOR under state statute.

I. TIF Organizational Costs
Organization costs including, but not limited to, the fees of the financial consultant, attorney,
engineers, planners, community development consultants, surveyors, map makers,
environmental consultants, appraisers and other contracted services related to the planning
and creation of the TID. This shall include the preparation of feasibility studies, Project Plans,
engineering to determine project costs and prepare plans, maps, legal services,
environmental investigations, grant applications, regulatory approvals and other payments
made which are necessary or convenient to the creation of this tax incremental district. Also
included as an eligible administrative cost is the $1,000 Certification Fee and the yearly
administration fee charged by the Wis. Department of Revenue.

$51,000 is budgeted for TIF organizational costs, including professional services for TID
creation, services for creation of a neighborhood plan, Village staff time dedicated to TID
creation, and the DOR TID submittal fee.

J. Financing Costs
Including, but not limited to, all interest paid to holders of evidences of indebtedness issued
to pay for project costs and any premium paid over the principal amount of the obligations
because of the redemption of the obligations prior to maturity.

Approximately $3 million is budgeted for financing costs, including capitalized interest costs.
The actual amount of financing costs will be determined by the timing of bond issuances
and market conditions at the time of issuance.

The projects listed above will provide necessary facilities and support to enable and encourage

the development of TID #4. These projects may be implemented in varying degrees in response
to development needs.
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Detailed Project Costs

Table #1 describes the detailed project costs for project categories anticipated to be

implemented during the expenditure period of TID #4. This format follows Department of
Revenue guidance on detailed project costs, which states “this list should show estimated
expenditures expected for each major category of public improvements.”

All costs listed are based on 2009 prices and are preliminary estimates. The Village reserves the
right to revise these cost estimates to reflect unforeseen circumstances between 2009 and the
time of construction or implementation, such as a higher than anticipated inflation rate or
financing costs that vary from projections due to market conditions at the time of a bond
issuance. The Village should pursue grant programs to help share project costs included in this
Project Plan, as appropriate. Planned project costs are listed in the table below. A more

detailed list of planned project costs is included as part of the Financial Attachments.

The Village may fund specific project cost items shown below in greater or lesser amounts in
response to opportunities that will help the Village accomplish the purposes of TID #4. The
Village will generally use overall benefit to the Vilage and economic feasibility (i.e. the
availability of future revenue to support additional project costs) in determining the actual
budget for project cost items over the course of the TID’s expenditure period.

Table #1: Village of Shorewood Hills TID #4 Planned Project Costs

Proposed Improvements Total Cost Others’ Share TID Share

A. Capital Costs $0 $0 $0
B. Infrastructure $2,250,000 $1,400,000 $850,000
C. Site Development Costs $100,000 $0 $100,000
D. Land Acquisition & Assembly $0 $0 $0
E. Development Incentives $3,800,000 $0 $3,800,000
F. Professional Services $125,000 $0 $125,000
G. Discretionary Payments $100,000 $0 $100,000
H. Administration Costs $113,000 $0 $113,000
I. TIF Organizational Costs $51,000 $0 $51,000

Inflation $1,375,666 $0 $1,375,666
Subtotal $7,914,666 $1,400,000 $6,514,666
J. Financing Costs (less Capitalized Interest) $2,647,619

Capitalized Interest $424,528
Total TID Expenditure $9,586,812

There are no project costs planned for TID #4 which would directly benefit property outside the
TID, therefore there are no “non-project” costs.
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Economic Feasibility

In order to evaluate the economic feasibility of the TID, it is necessary to project the amount of
tax incremental revenue that can reasonably be generated from the district. The ability of the
municipality to finance proposed projects must also be determined. TID #4 is economically
feasible if the tax incremental revenue projected to be generated over the life of the TID is
sufficient to pay all project and financing costs incurred during the TID’s expenditure period. The
components of such an analysis include:

A. The expected increase in property valuation due to inflation and the impact of
general economic conditions on the TID.

B. The expected increase in property valuation due to new development encouraged
by the TID.

C. Any change that may take place in the full value tax rate.

D. The expected TID revenues.

E. The expected TID cash flow (the timing of the revenue).

Following is a discussion of these components. Financing issues are discussed in the next section.

A.

Inflation

Throughout the past twenty years, the annual rate of inflation in the construction industry has
averaged 2.5 percent (source: Engineering News-Record Construction Cost Index History -
http://enr.construction.com/cost/costcci.asp). Appreciation of land values in the proposed
TID area have been nominal due, in part, to the old and obsolete buildings in the area. The
inflation rate, for the purpose of making projections of equalized value, will be 2.0 percent.
Because recent trends have indicated a rapid rise in construction costs, inflation for purposes
of projecting future project costs is assumed to be 3.5 percent.

Increase in Property Value

Please see Attachment #7 in Appendix A for projected increment within the TID. The
formation of TID #4 will enable the Village to provide developer incentives that will stimulate
redevelopment in the area. This redevelopment will create increased property valuation.
The increase in property valuation is estimated for the district using similar area projects.
Other improvements and redevelopment projects, which were not anticipated at the time
this Project Plan was prepared, may occur within the TID.

Full Value Tax Rate

The third variable to consider in projecting TID revenues is the full value tax rate (Table #2).
The full value tax rate is adjusted annually based on property valuation and the amount of
funds required by all taxing jurisdictions to support their adopted annual budgets. The
following chart summarizes the historic full value tax rate in the Village between 2000 and
2009 (mill rate shown for the year the taxes are collected).
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Table 2: Full Value Tax Rate

Year Mill Rate/$1,000 Percent Change
2000 $23.93 --
2001 $23.08 -3.55%
2002 $21.93 -4.98%
2003 $21.63 -1.37%
2004 $21.52 -0.51%
2005 $20.49 -4.79%
2006 $18.89 -7.81%
2007 $18.20 -3.65%
2008 $18.21 0.05%
2009 $17.78 -2.36%

The full value rate has steadily dropped between 2000 and 2007 — at an average of 3.81%
per year, and 24% overall, before a slight upturn in 2008. For our purposes, a tax rate of
$17.78 per $1,000 with -0.75% change per year throughout the TID will be used to project TID
revenues. Due to upcoming Village infrastructure projects and recently approved school
district projects, the trend of rapidly decreasing mill rates may slow in the near future. The -
0.75% annual change will provide a conservative estimate since an increase in the full value
tax rate would result in an increase in tax increment for the District.

TIF Revenues

A total of approximately $80 million in increment is expected over the life of TID #4 through
construction and inflation of property values. The projected TIF Revenue from TID #4 is shown
in the Tax Increment Proforma in Attachment #4 of Appendix A. The total tax increment
revenue is sufficient to pay all TID-related costs for the projects and amounts shown in the
Planned Project Costs in Attachment #1 of Appendix A.

Cash Flow

Another consideration regarding the adequacy of TID revenues toward paying TID project
costs is the relative timing of revenue and expenditure, or cash flow. There are sufficient TID
revenues over the life of the TID to pay all costs. In addition, there are sufficient TID revenues
in each year to pay all costs. The Village anticipates borrowing additional funds to pay
interest expense on borrowings (capitalized interest) to bridge temporary cash flow gaps
caused by the two year lag in collecting tax revenue on new increment. The Tax Increment
Cash Flow Worksheet shown on Attachment #5 in Appendix A summarizes the assumed cash
flow.
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Financing Methods & Timetable

A. Financing Methods
An important aspect to consider in assessing the economic feasibility of TID #4 is the ability of
the Village to finance desired projects to encourage development. Financial resources
available to the Village include general obligation notes and bonds, revenue bonds, special
assessments, and federal and state community development programs.

General obligations of the Village are limited by state law to five percent of the equalized
property value. The Village had a 2009 total debt capacity of $24,977,095 and $5,378,472 in
existing General Obligation debt as of December 31, 2008. Using this data, the current
remaining debt capacity is $19,598,623. Not all anticipated project costs will need to be
borrowed. For example, TID administration costs can be paid out of Vilage operating funds
and reimbursed from the TID when funds are available.

The Village has the capacity to finance some project costs through direct debt or bond
instruments, utilizing the general revenue capacity of the Village to secure those instruments.
There are other mechanisms available to pay for some project costs that would not count
against the Village’s constitutional debt capacity. “Developer-Financed TIF” is one of these
options, where the developer borrows funds that the Village would have borrowed under a
traditional TIF and is then reimbursed by the Village. Another option is for a CDA to issue
bonds instead of the Village.

The Village may utilize revenue bonds repaid from fees for services charged by the Village.
Common examples of such revenue are charges for sewer and water usage. There is no
statutory limit on the amount of revenue bonds that can be issued; however, the Vilage
must demonstrate the ability to repay the debt from anticipated revenues. A further factor
that could potentially limit revenues is that utility rates may be regulated by the Wisconsin
Public Service Commission.

Some project costs can potentially be paid through special assessments levied on properties
directly benefiting from the improvements. Costs of streets, curbs, gutters, and sewer and
water extensions are commonly paid through special assessments. The Village can issue
special assessment bonds, pledging revenues from the special assessments on individual
properties to repay the debt. Property owners are generally permitted to pay the special
assessments in installments. These bonds are not counted against the Village's constitutional
debt limit.

B. Timetable

The maximum life of the TID is twenty years; a three-year extension may be requested. The
Village of Shorewood Hills has a maximum of fifteen years — through 2025 - to incur TIF
expenses for the projects outlined in this plan. The Village Board and Plan Commission are
not mandated to make the improvements defined in this plan; each project will require
case-by-case review and approval. The decision to proceed with a particular project will be
based on the economic conditions and budgetary constraints at the time a project is
scheduled for consideration. Actual implementation of the projects may be accelerated or
deferred, depending on conditions existing at the time.
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Timing for each of the planned redevelopment projects is shown in the TID Pro Forma
(Attachment #4 in Appendix A) and TID Cash Flow (Attachment #5 in Appendix A)
worksheets.

Financing Methods and Costs to be Incurred

Financing for the proposed TID expenditures shown in Table #1 and Attachment #1 to
Appendix A will be done as summarized in the Financing Summary and the Debt Service plans
for the borrowing shown in Attachments #2 and #3 of Appendix A. The actual number,
timing, and amounts of debt issues will be determined by the Village at its convenience and
as dictated by the nature of the projects as they are implemented. All monetary obligations
will be incurred within the fifteen year expenditure period, unless relocation requires extending
beyond the given period.
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E Overlying Taxing Jurisdictions

Taxing Districts overlying TID #4 in the Village of Shorewood Hills include Dane County, the
Madison Metropolitan School District, Madison Area Technical College, and the State of
Wisconsin. Impact on the overlying taxing districts is based on the percentage of tax collections
in TID #4 in 2009. Total TIF Increment over the life of the district is taken by the proportionate
share from each taxing jurisdiction. An analysis of the impact on overlying taxing districts is
included as Attachment #6 in Appendix A.

Many of the projects planned for the TID would not occur, or would occur at significantly lower
values, but for the availability of tax incremental financing. TID #4 is a mechanism to make
improvements in an area of Shorewood Hills that is capable of supporting higher-density mixed-
use development, and to support growth in the Village’s tax base. All taxing jurisdictions will
benefit from the increased property values, improved public safety, and enhanced community
vitality which will result from the projects planned in TID #4.
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“12% Test”

8§66.1105(4)(gm)4.c states that the equalized value of taxable property of the new TID plus the
value increments of all existing districts cannot exceed 12 percent of the total equalized value of
the taxable property within the municipality. Table 3 below uses the Village’s equalized value
contained in the Wisconsin Department of Revenue’s TIF Value Limitation Report for 2009.

Table 3: TID Capacity

Maximum TID
Equalized Value % Capacity*

$499,541,900 X 12% $59,945,028

* New TIDs cannot be created or properties added to
existing TIDs if this level is exceeded.

Table 4: TID Equalized Values

11D Base Value or
Increment
TID #3, Existing* $697,600
TID #4, Proposed $8,277,513
TID #3 Amendment, Proposed $8,117,769
Total $25,995,282

*Existing value increment is shown at $697,600 on the
DOR’s municipal value report.

As of the 2009 municipal value report, TID #3 had a value increment of $697,600, or 0.14% of its
total equalized value. TID #4, as proposed, contains an equalized value of $8,277,513. The
Village is also amending TID #3. The anticipated additional equalized value that will be added
to TID #3 is approximately $8.1 million. All told, the value increment of TID #3 and the base
values of the TID #3 amendment and TID #4 creation add up to approximately $26 million, or
5.2% of the Village’s equalized value.
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E Changes to Maps, Plans, Ordinances

No changes are proposed in the Comprehensive Plan or Building Codes. The Village does not
have an official map. The Village’s Zoning Ordinance and other Village Ordinances are
required to implement this Project Plan. Individual redevelopment proposals may require
changes in zoning designation consistent with the intent of this Plan. Map #5 in Appendix B
shows existing zoning within the TID boundary, as well as potential changes to zoning
designations. Maps #2 and #3 show existing and proposed land use, respectively.
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E Relocation

No persons are expected to be displaced or relocated as a result of proposed projects in TID #4;
however, if relocation were to become necessary in the future, the following is the method
proposed by the Village for displacement or relocation. Before negotiations begin for the
acquisition of property or easements, all property owners will be contacted to determine if there
will be displaced persons as defined by Wisconsin Statues and Administrative Rules. If it appears
there will be displaced persons, all property owners and prospective displaced persons will be
provided an informational pamphlet prepared by the Wisconsin Department of Commerce
(DOC). If any person is to be displaced as a result of the acquisition they will be given a
pamphlet on "Relocation Benefits" as prepared by the DOC. The Village will file a relocation plan
with the DOC and shall keep records as required in Wisconsin Statutes 32.27. 