DATE:

February 8, 2017

TO:

Honorable Mayor John Rey
City Council

FROM:

Anne Marie Gaura, City Manager
Dean Frieders, City Attorney
Jo Ellen Charlton, Community Development Director
Jason Michnick, Economic Development Planner

SUBJECT:

Cornerstone Development Proposal for Downtown DeKalb

I.

Summary

In a rare convergence of circumstances, a single developer has been able to obtain
purchase agreements for four separate, contiguous parcels at the most visible corner in
downtown DeKalb, and proposes to construct a mixed-use development that will generate
new business opportunities and support existing commerce in the Central Business
District, while spurring property values and other development opportunities. The City
has received a zoning application from Cornerstone DeKalb, LLC for a four-story mixed
use project with 51 dwelling units located above first floor commercial on the southeast
corner of First and Lincoln Highway. The principal developer involved is John Pappas,
who owns the building located at 123 E. Lincoln Highway, and has purchase contracts on
properties the following properties:




112 & 118 E. Lincoln Highway (formerly Ducky’s and Otto’s)
122 E. Lincoln Highway (Mediterraneo Grill)
122 S. First Street (Barb City Bagel)

The due diligence period for the properties under contract ends in early March, meaning
that if this project is to go forward, it would require expedited review and preliminary
approvals. If the project does not go forward, the opportunity to consolidate ownership of
these contiguous parcels will be lost, and the redevelopment opportunities for any of the
individual parcels will be far less advantageous.
Given a condensed time frame, the potential transformative nature of this project, and the
impact it would have on the downtown, the project has been positioned so that if there is
Council support, it would achieve necessary zoning approvals before the due diligence
period ends in March. The outlined process would also provide the City with future review
procedures that will ensure a final project that meets the community’s interests and long

range planning goals. An overview of the proposed project and process is being
forwarded to the Council for informational purposes at this time.
This report provides an overview of the following:
A. Project Overview in the context of the Central Business District (CBD) zoning district
and the proposed rezoning to Planned Development Commercial (PDC), and the
timeline proposed.
B. Fiscal Impact of the proposed project, including the developer’s request for financial
incentive, and the financial benefits produced by the project over time for the City and
other taxing bodies.
C. Proposed Financial Incentive Agreement terms outlining a request for $3 million in TIF
assistance, including the timing of payouts, assurances, final design approval, and
development guidelines.
II.

Background

A. Project Overview. Provided below are summaries of the project’s concept site,
elevation and floor plans.
1. Concept Site Plan and General Zoning Information.
Criteria
Zoning District
CBD Front Setback
CBD Side Setback

Existing Requirement
CBD
No minimum setback
No minimum setback

Proposed
PDC
0’-5’
0’ to First Street
10’ between new building and
existing building to east to
provide pedestrian connection
to rear parking
CBD Rear Setback No minimum setback
0’, with courtyard
CBD Lot Coverage No maximum
28,432 sq ft
CBD Parking
Not Required in CBD
40-45 parking spaces in rear
(122
S.
First
Location).
Developer has agreed to
cooperative future use of
parking areas.
CBD
Residential Lot square feet not less 51 units on .85 acre or 726
Density
than 1,500 square square feet/unit
feet/unit
CBD Height
6 Stories or 90’
4 Stories and 55’
PDC Site Coverage 70%
76.8%
90%, if meets bonus
criteria
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Vacation of part of an existing alley is required
Existing overhead utilities will be relocated under ground

2. Conformance to Long Range Plans. The proposed project is in conformance
with many of the recommendations outlined in the 2007 Downtown Revitalization
Plan, the 2011 Design Guidelines, and the 2013 DeKalb City Center Plan. Key
findings are as follows:





Because this project is on the western edge of the CBD Zoning District, mixed use
buildings with commercial uses on the first floor are recommended and
encouraged in close proximity to the pedestrian sidewalks.
The plans also recognize that driving remains the predominant mode of
transportation for many people, so despite there being no parking requirement in
the CBD zone, the expansion of parking is encouraged when possible.
Coordinated public parking lots and parking structures are recommended.
Expanded living options and high end living options are recommended. The plans
recognize that housing is an essential contributor to the “critical mass” that strong
downtowns exhibit. One- and two-bedroom units in buildings up to six stories tall
are supported, and are seen as critical to creating a day and nighttime population
that will help support the downtown business economy.

3. Elevation Plans. The Lincoln Highway and First Street elevations are shown in
Exhibits 1 and 2 and can be summarized as follows:





Four-story building, with three floors of residential above first floor commercial
Taller first floor ceiling heights for greater commercial flexibility
Full masonry exterior with a mix of stone, brick and enhanced materials
Commercial windows on the first floor for both Lincoln Highway and First Street
elevations

4. Floor Plans. The floor plans are shown in Exhibits 1 and 2 and can be
summarized as follows:









U-Shaped building with center courtyard opening to south (rear) of building
Courtyard options for outdoor dining or resident amenities
5,200 square foot restaurant bar tenant in the corner space at Lincoln and First
planned to include tenant similar to Ellwood Steakhouse
Roughly 1,000 square foot tenant space with direct access to First Street
Roughly 2,500 square foot tenant space with direct access to Lincoln Highway
planned for Barb City Bagel relocation
Balance of the first floor space will provide access and service to upper level
residential units, including a lobby with stairs and elevator, office, meeting,
hospitality and business center rooms
Full basement (not shown) is anticipated
Floors two through four accommodate 17 residential units per floor, with two
different one-bedroom models, each with the following proposed amenities:
o Fully sprinkled building
o Elevator and three stairwells
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Garbage chutes
Tenant controlled HVAC, internal to the building.
Fully furnished units
Modern kitchens with stainless steel appliances and quality cabinets and
countertops
o In unit stacked washer/dryer
o Monthly cleaning service
o
o
o
o

5. Timeline. The Planning and Zoning Commission will hold the public hearing at
their regular meeting on February 15, 2017. Their recommendation will be
forwarded to the City Council for consideration at the February 27th meeting.
B. Fiscal Impact
The chart below lists the base values of the five parcels that are included in the
redevelopment project. The base values for these properties were established in 1985 as
part of the creation of the Central Area TIF District. The combined base values of the
properties in the proposed development is $274,877. Although 30 years has passed, the
combined assessment of these properties in 2015 was only $245,396. Only two of the
five parcels had a positive increment, totaling $16,809, and producing $2,234.90 in
incremental revenue to the TIF fund in 2015. The remainder of the assessment produced
a total of $32,627 in property taxes that were distributed back to the various taxing bodies.
In other words, over the past 30 years of the TIF District being in place, these four
properties have cumulatively decreased in property value. A transformational project
is required in order to take advantage of the last few years of the TIF District and increase
the valuation of these parcels.
Address
112 E. Lincoln Highway
118 E. Lincoln Highway
122 E. Lincoln Highway
123 E. Lincoln Highway
122 S. First Street

Total

PIN
822282001
822282002
822282003
822282004
822282007

Base Value
$73,773.00
$65,212.00
$19,840.00
$26,236.00
$89,816.00

$274,877.00

2015 Assessment Difference in Value
-$12,636.00
$61,137.00
-$12,982.00
$52,230.00
$15,057.00
$34,897.00
$27,988.00
$1,752.00
$69,144.00
-$20,672.00

$245,396.00

-$29,481.00

Increment
$0.00
$0.00
$15,057.00
$1,752.00
$0.00

$16,809.00

The inability to grow at a rate even with inflation over the last few decades is indicative of
the current real estate market in the downtown area of DeKalb. A lack of continual
investment and turnover has led to a steady long-term decline in values in property and
low rental rates. Given the current climate, it is unlikely that the market would be able to
support redevelopment without some form of financial assistance.
The Cornerstone project represents both an opportunity to produce some velocity in the
immediate area’s real estate market through the sale of four properties, as well as
introducing new commercial and residential space that would raise the bar in rental
values. The opportunity to redevelop multiple blighted properties is fundamentally the
purpose of tax increment financing. The developer is requesting a financial incentive in
the amount of $3 million. The information below is provided to help build an
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understanding of the long-term return on investment that the community would receive by
providing this incentive.
Two approaches were taken to estimate the potential property taxes that would be
produced from the project. The first approach estimated an equalized assessed value
(EAV) through a square footage approach. The second approach used the projected
revenues and expenses to establish a post-construction stabilized value of the property
(fair market value). These estimates are provided in the following charts:
Property Tax Projection - SqFt Assessment
Type
Square Feet
$/SF
Restaurant
5000
$135
Retail 1
2496
$75
Retail 2
1000
$70
Residential 1
18975
$77
Residential 2
11574
$75
Land
Amenities
2475
$70

Total
$675,000
$187,200
$70,000
$1,461,075
$868,050
$190,953
$173,250

Total
EAV
Annual Property Tax

$3,625,528
$1,208,509
$157,106

41520

Property Tax Projection - Post Construction Value
EAV
Annual Prop Tax
Post Const. Evaluation
$5,911,127 $1,970,376
$256,149

A property tax rate of 13.0% was used to forecast the property tax generated. The existing
tax rate has been higher than 13.0% for the previous two years. As it is not possible to
project a rate for 2018, a conservative estimate was used. Based on the two approaches,
it is estimated that the property would produce between $157,106 and $256,149 in
property taxes in year one. This would represent increase of roughly 5-8 times as much
property tax when compared to the 2015 tax bill.
In addition to the property tax generated by the project, the two proposed users for the
commercial component would also generate sales tax. To estimate the sales tax potential
of the commercial space, a sales per square foot approach was used. Benchmarking
against existing restaurants in the community, a value was established for the different
businesses that would occupy the first floor. Due to the confidentiality of sales tax
remittance, a chart is not provided for these estimates. The conservative range for the
estimate of sales tax is between $61,915 and $67,290 in year one (and escalating in
following years).
The charts entitled “Total Tax Over 30 Years” on the next page indicate a low and high
range for the estimated total property and sales tax generated by the proposed project
based on the assumptions described on the previous page. The far right column in each
chart indicates a cumulative total of taxes generated by this project. A 2% inflation rate
was used year over year to project the tax revenues over a 30 year period.
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Inflation rates are a moving target and will change from year to year, but 2% is a
commonly used rate in economic projections. Over the next 30 years, which is generally
the length of period on a construction loan, the project could potentially produce
$8,885,270 in total taxes. When compared to the developer’s $3 million financial
incentive request, the return on investment is nearly three times the incentive amount.
Year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Total Tax Over 30 Years - Lower EAV and Sales Tax
Property Tax Sales Tax Annual Total Cumulative Total
$157,106
$61,915
$219,021
$160,248.34 $63,153.30
$223,402
$442,423
$163,453.30 $64,416.37
$227,870
$670,293
$166,722.37 $65,704.69
$232,427
$902,720
$170,056.82 $67,018.79
$237,076
$1,139,795
$173,457.95 $68,359.16
$241,817
$1,381,612
$176,927.11 $69,726.35
$246,653
$1,628,266
$180,465.66 $71,120.87
$251,587
$1,879,852
$184,074.97 $72,543.29
$256,618
$2,136,471
$187,756.47 $73,994.16
$261,751
$2,398,221
$191,511.60 $75,474.04
$266,986
$2,665,207
$195,341.83 $76,983.52
$272,325
$2,937,532
$199,248.67 $78,523.19
$277,772
$3,215,304
$203,233.64 $80,093.65
$283,327
$3,498,631
$207,298.31 $81,695.53
$288,994
$3,787,625
$211,444.28 $83,329.44
$294,774
$4,082,399
$215,673.16 $84,996.03
$300,669
$4,383,068
$219,986.63 $86,695.95
$306,683
$4,689,751
$224,386.36 $88,429.87
$312,816
$5,002,567
$228,874.09 $90,198.46
$319,073
$5,321,639
$233,451.57 $92,002.43
$325,454
$5,647,093
$238,120.60 $93,842.48
$331,963
$5,979,056
$242,883.01 $95,719.33
$338,602
$6,317,659
$247,740.67 $97,633.72
$345,374
$6,663,033
$252,695.49 $99,586.39
$352,282
$7,015,315
$257,749.40 $101,578.12
$359,328
$7,374,643
$262,904.38 $103,609.68
$366,514
$7,741,157
$268,162.47 $105,681.88
$373,844
$8,115,001
$273,525.72 $107,795.51
$381,321
$8,496,322
$278,996.23 $109,951.42
$388,948
$8,885,270

Year
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Total Tax Over 30 Years High - Higher EAV and Sales Tax
Property Tax
Sales Tax
Annual Total Cumulative Total
$256,149
$67,290
$323,439
$261,271.83
$68,635.80
$329,908
$653,346
$266,497.26
$70,008.52
$336,506
$989,852
$271,827.21
$71,408.69
$343,236
$1,333,088
$277,263.75
$72,836.86
$350,101
$1,683,189
$282,809.03
$74,293.60
$357,103
$2,040,291
$288,465.21
$75,779.47
$364,245
$2,404,536
$294,234.51
$77,295.06
$371,530
$2,776,066
$300,119.20
$78,840.96
$378,960
$3,155,026
$306,121.59
$80,417.78
$386,539
$3,541,565
$312,244.02
$82,026.13
$394,270
$3,935,835
$318,488.90
$83,666.66
$402,156
$4,337,991
$324,858.68
$85,339.99
$410,199
$4,748,190
$331,355.85
$87,046.79
$418,403
$5,166,592
$337,982.97
$88,787.73
$426,771
$5,593,363
$344,742.63
$90,563.48
$435,306
$6,028,669
$351,637.48
$92,374.75
$444,012
$6,472,681
$358,670.23
$94,222.25
$452,892
$6,925,574
$365,843.63
$96,106.69
$461,950
$7,387,524
$373,160.50
$98,028.82
$471,189
$7,858,713
$380,623.71
$99,989.40
$480,613
$8,339,326
$388,236.19
$101,989.19
$490,225
$8,829,552
$396,000.91
$104,028.97
$500,030
$9,329,582
$403,920.93
$106,109.55
$510,030
$9,839,612
$411,999.35
$108,231.74
$520,231
$10,359,843
$420,239.34
$110,396.38
$530,636
$10,890,479
$428,644.12
$112,604.30
$541,248
$11,431,727
$437,217.01
$114,856.39
$552,073
$11,983,801
$445,961.35
$117,153.52
$563,115
$12,546,916
$454,880.57
$119,496.59
$574,377
$13,121,293

Using the higher EAV and sales tax assumptions, the recapture to the community as a
whole would be between years eight and nine. The total amount of tax that could be
generated using a more aggressive approach would be $13,121,293 over a 30 year
period.
Given the current condition of the Otto’s and Mediterreano buildings, it is likely that the
City will inevitably incur a cost of remediation and demolition of these two buildings if this
development was not to occur. The result would be two more properties off the tax roles
next to already underperforming properties. Finding a developer that would be interested
in building only on the Otto’s and Mediterraneo lots when they are next to a one story
building and flanked by a building to the rear that blocks access to parking would be
challenging.
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This is why partnering with the developer on this project to assemble all of these lots at
one time is advantageous. It is also why staff is recommending the financial assistance
package be split in two parts. In Phase One, the amount of $1.5 million would pay for
acquisition, remediation and demolition of all properties, or covering many of the costs
the City would have to incur anyway to execute the pending demolition requirement. In
Phase Two, the remaining $1.5 million would be utilized for construction costs which are
more typically the costs which are evaluated when determining recapture. The recapture
time period for all revenues generated to the community by the project for $1.5 million is
between years four and five using the higher EAVs and sales tax assumptions
It should also be noted that the first four years of property tax collection (the remaining
years left in the TIF district) would have a positive impact on the TIF balance, as the
project would produce a substantially greater amount of incremental revenue than the
$2,234 increment generated last year. As shown in the adjoining chart, it is estimated that
the project would likely achieve a total increment of between $.5 million and $1 million
over the last four years of the TIF.
Year
TIF Revenue
Year
TIF Revenue
Pursuant to agreements with the taxing
1
$121,372
1
$220,415
districts, one-half of this increment is
2
$123,799.65
2
$224,823.14
distributed back to the taxing districts,
3
$126,275.64
meaning instead of receiving their share of
3
$229,319.60
about $2,234 per year, they would receive
4
$128,801.15
4
$233,905.99
their share of half of the projected annual
Total $500,248.64
Total $908,463.56
revenues shown in the charts to the right.
For the school district, this project would increase their share of the TIF surplus
distribution from an estimated $160,138 to $286,785 over the remaining four years of the
TIF district. The remaining half of the additional increment would be available to be
reinvested back into other TIF related projects to produce additional positive impact on
the long-term fiscal health of all taxing bodies.
The charts on Pages 8 and 9 show the estimated distribution of property taxes to each
taxing body as a result of this project. Revenues in the first four years show the property
taxes collected plus each taxing body’s share of the surplus distribution described above.
Beginning in year five, after the TIF district has expired, the project would conservatively
contribute over $100,000 each year to the school district per year. The less conservative
projections show closer to $200,000 in property taxes being generated for the school
district. Over a 30 year time period, this project could contribute between $3.8 million and
$6.16 million to the school district.
This project is a quintessential example of how tax increment financing should be used.
The properties being proposed are blighted and currently have a lower assessed value
compared to their valuations in 1985. The projected tax revenues show a long-term return
for the community at large, and a full return on the City’s investment. Additionally, this
presents an opportunity to leverage TIF funds for private development that results in
revenues being generated for the City’s general fund through property and sales tax. This
type of development benefits the long-term financial stability of the City and the other
taxing bodies within the City.
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2015

Property Tax County Township Road & Bridge Forest Preserve Sanitary District District 428 Kishwaukee College Park District
$32,627.51 $3,034.06 $446.61

$523.44

$209.34

$369.18

$20,245.11

$1,710.99

$1,953.21

City

Library

$2,930.50 $1,205.06

Property Tax Distribution to Taxing Bodies - Lower EAV

City

Library

$618.62
$626.41
$634.35
$642.45
$1,091.08
$1,112.91
$1,135.16
$1,157.87
$1,181.02
$1,204.65
$1,228.74
$1,253.31
$1,278.38
$1,303.95
$1,330.03
$1,356.63
$1,383.76
$1,411.43
$1,439.66
$1,468.46
$1,497.83
$1,527.78
$1,558.34
$1,589.50
$1,621.29
$1,653.72
$1,686.79
$1,720.53
$1,754.94
$1,790.04

$1,090.99
$1,104.73
$1,118.73
$1,133.02
$1,924.19
$1,962.68
$2,001.93
$2,041.97
$2,082.81
$2,124.46
$2,166.95
$2,210.29
$2,254.50
$2,299.59
$2,345.58
$2,392.49
$2,440.34
$2,489.15
$2,538.93
$2,589.71
$2,641.50
$2,694.33
$2,748.22
$2,803.19
$2,859.25
$2,916.43
$2,974.76
$3,034.26
$3,094.94
$3,156.84

$59,827.90
$60,581.01
$61,349.17
$62,132.70
$105,518.90
$107,629.27
$109,781.86
$111,977.50
$114,217.05
$116,501.39
$118,831.41
$121,208.04
$123,632.20
$126,104.85
$128,626.94
$131,199.48
$133,823.47
$136,499.94
$139,229.94
$142,014.54
$144,854.83
$147,751.93
$150,706.97
$153,721.11
$156,795.53
$159,931.44
$163,130.07
$166,392.67
$169,720.52
$173,114.93

$5,056.27
$5,119.92
$5,184.84
$5,251.06
$8,917.78
$9,096.14
$9,278.06
$9,463.62
$9,652.89
$9,845.95
$10,042.87
$10,243.73
$10,448.60
$10,657.57
$10,870.72
$11,088.14
$11,309.90
$11,536.10
$11,766.82
$12,002.16
$12,242.20
$12,487.04
$12,736.79
$12,991.52
$13,251.35
$13,516.38
$13,786.71
$14,062.44
$14,343.69
$14,630.56

$5,772.09
$5,844.75
$5,918.86
$5,994.46
$10,180.28
$10,383.89
$10,591.56
$10,803.40
$11,019.46
$11,239.85
$11,464.65
$11,693.94
$11,927.82
$12,166.38
$12,409.71
$12,657.90
$12,911.06
$13,169.28
$13,432.67
$13,701.32
$13,975.34
$14,254.85
$14,539.95
$14,830.75
$15,127.36
$15,429.91
$15,738.51
$16,053.28
$16,374.34
$16,701.83

$69,346.28
$70,669.01
$72,018.20
$73,394.37
$15,273.99
$15,579.47
$15,891.06
$16,208.88
$16,533.06
$16,863.72
$17,201.00
$17,545.02
$17,895.92
$18,253.84
$18,618.91
$18,991.29
$19,371.12
$19,758.54
$20,153.71
$20,556.78
$20,967.92
$21,387.28
$21,815.02
$22,251.32
$22,696.35
$23,150.28
$23,613.28
$24,085.55
$24,567.26
$25,058.60

$3,561.17
$3,606.00
$3,651.72
$3,698.36
$6,280.88
$6,406.50
$6,534.63
$6,665.32
$6,798.62
$6,934.60
$7,073.29
$7,214.76
$7,359.05
$7,506.23
$7,656.36
$7,809.48
$7,965.67
$8,124.99
$8,287.49
$8,453.24
$8,622.30
$8,794.75
$8,970.64
$9,150.05
$9,333.06
$9,519.72
$9,710.11
$9,904.31
$10,102.40
$10,304.45

Total $5,868,903 $569,014
$83,757
$98,168
$39,260
*Property Tax column includes base EAV and Surplus Distribution in Years 1-4

$69,237

$3,796,808

$320,882

$366,309

$549,593

$226,000

Year

Property Tax*

County

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

$96,420.10
$97,633.82
$98,871.82
$100,134.58
$170,056.82
$173,457.95
$176,927.11
$180,465.66
$184,074.97
$187,756.47
$191,511.60
$195,341.83
$199,248.67
$203,233.64
$207,298.31
$211,444.28
$215,673.16
$219,986.63
$224,386.36
$228,874.09
$233,451.57
$238,120.60
$242,883.01
$247,740.67
$252,695.49
$257,749.40
$262,904.38
$268,162.47
$273,525.72
$278,996.23

$8,966.20
$9,079.07
$9,194.19
$9,311.61
$15,813.75
$16,130.03
$16,452.63
$16,781.68
$17,117.32
$17,459.66
$17,808.85
$18,165.03
$18,528.33
$18,898.90
$19,276.88
$19,662.41
$20,055.66
$20,456.78
$20,865.91
$21,283.23
$21,708.89
$22,143.07
$22,585.93
$23,037.65
$23,498.41
$23,968.37
$24,447.74
$24,936.70
$25,435.43
$25,944.14
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$1,319.79
$1,336.40
$1,353.35
$1,370.64
$2,327.74
$2,374.29
$2,421.78
$2,470.21
$2,519.62
$2,570.01
$2,621.41
$2,673.84
$2,727.32
$2,781.86
$2,837.50
$2,894.25
$2,952.13
$3,011.18
$3,071.40
$3,132.83
$3,195.49
$3,259.39
$3,324.58
$3,391.07
$3,458.90
$3,528.07
$3,598.64
$3,670.61
$3,744.02
$3,818.90

$1,546.87
$1,566.34
$1,586.20
$1,606.46
$2,728.22
$2,782.79
$2,838.44
$2,895.21
$2,953.11
$3,012.18
$3,072.42
$3,133.87
$3,196.55
$3,260.48
$3,325.69
$3,392.20
$3,460.04
$3,529.25
$3,599.83
$3,671.83
$3,745.26
$3,820.17
$3,896.57
$3,974.50
$4,053.99
$4,135.07
$4,217.78
$4,302.13
$4,388.17
$4,475.94
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Property Tax Distribution to Taxing Bodies - Higher EAV

Year

Property Tax*

County

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

$145,941.42
$148,145.57
$150,393.80
$152,686.99
$277,263.75
$282,809.03
$288,465.21
$294,234.51
$300,119.20
$306,121.59
$312,244.02
$318,488.90
$324,858.68
$331,355.85
$337,982.97
$344,742.63
$351,637.48
$358,670.23
$365,843.63
$373,160.50
$380,623.71
$388,236.19
$396,000.91
$403,920.93
$411,999.35
$420,239.34
$428,644.12
$437,217.01
$445,961.35
$454,880.57

$13,571.24
$13,776.20
$13,985.27
$14,198.52
$25,783.03
$26,298.69
$26,824.67
$27,361.16
$27,908.38
$28,466.55
$29,035.88
$29,616.60
$30,208.93
$30,813.11
$31,429.37
$32,057.96
$32,699.12
$33,353.10
$34,020.17
$34,700.57
$35,394.58
$36,102.47
$36,824.52
$37,561.01
$38,312.23
$39,078.48
$39,860.05
$40,657.25
$41,470.39
$42,299.80

Township Road & Bridge Forest Preserve Sanitary District District 428 Kishwaukee College Park District
$1,997.64
$2,027.81
$2,058.58
$2,089.97
$3,795.19
$3,871.09
$3,948.51
$4,027.48
$4,108.03
$4,190.19
$4,274.00
$4,359.48
$4,446.67
$4,535.60
$4,626.31
$4,718.84
$4,813.21
$4,909.48
$5,007.67
$5,107.82
$5,209.98
$5,314.18
$5,420.46
$5,528.87
$5,639.45
$5,752.24
$5,867.28
$5,984.63
$6,104.32
$6,226.41

$2,341.34
$2,376.70
$2,412.77
$2,449.56
$4,448.14
$4,537.11
$4,627.85
$4,720.40
$4,814.81
$4,911.11
$5,009.33
$5,109.52
$5,211.71
$5,315.94
$5,422.26
$5,530.71
$5,641.32
$5,754.15
$5,869.23
$5,986.61
$6,106.35
$6,228.47
$6,353.04
$6,480.10
$6,609.71
$6,741.90
$6,876.74
$7,014.27
$7,154.56
$7,297.65

City

Library

$936.35
$950.49
$964.92
$979.63
$1,778.92
$1,814.50
$1,850.79
$1,887.81
$1,925.56
$1,964.08
$2,003.36
$2,043.42
$2,084.29
$2,125.98
$2,168.50
$2,211.87
$2,256.11
$2,301.23
$2,347.25
$2,394.20
$2,442.08
$2,490.92
$2,540.74
$2,591.56
$2,643.39
$2,696.26
$2,750.18
$2,805.18
$2,861.29
$2,918.51

$1,651.33
$1,676.27
$1,701.71
$1,727.65
$3,137.24
$3,199.98
$3,263.98
$3,329.26
$3,395.85
$3,463.77
$3,533.04
$3,603.70
$3,675.78
$3,749.29
$3,824.28
$3,900.76
$3,978.78
$4,058.35
$4,139.52
$4,222.31
$4,306.76
$4,392.89
$4,480.75
$4,570.37
$4,661.77
$4,755.01
$4,850.11
$4,947.11
$5,046.05
$5,146.97

$90,555.48
$91,923.14
$93,318.15
$94,741.06
$172,039.94
$175,480.74
$178,990.35
$182,570.16
$186,221.56
$189,945.99
$193,744.91
$197,619.81
$201,572.21
$205,603.65
$209,715.73
$213,910.04
$218,188.24
$222,552.01
$227,003.05
$231,543.11
$236,173.97
$240,897.45
$245,715.40
$250,629.71
$255,642.30
$260,755.15
$265,970.25
$271,289.65
$276,715.45
$282,249.76

$7,653.17
$7,768.75
$7,886.65
$8,006.91
$14,539.71
$14,830.51
$15,127.12
$15,429.66
$15,738.25
$16,053.02
$16,374.08
$16,701.56
$17,035.59
$17,376.30
$17,723.83
$18,078.30
$18,439.87
$18,808.67
$19,184.84
$19,568.54
$19,959.91
$20,359.11
$20,766.29
$21,181.61
$21,605.25
$22,037.35
$22,478.10
$22,927.66
$23,386.21
$23,853.94

$8,736.64
$8,868.59
$9,003.17
$9,140.45
$16,598.12
$16,930.08
$17,268.68
$17,614.05
$17,966.34
$18,325.66
$18,692.18
$19,066.02
$19,447.34
$19,836.29
$20,233.01
$20,637.67
$21,050.43
$21,471.43
$21,900.86
$22,338.88
$22,785.66
$23,241.37
$23,706.20
$24,180.32
$24,663.93
$25,157.21
$25,660.35
$26,173.56
$26,697.03
$27,230.97

$123,315.45 $5,390.19
$125,717.57 $5,471.60
$128,167.73 $5,554.64
$130,666.89 $5,639.33
$24,903.00 $10,240.46
$25,401.06 $10,445.27
$25,909.08 $10,654.17
$26,427.26 $10,867.26
$26,955.81 $11,084.60
$27,494.92 $11,306.29
$28,044.82 $11,532.42
$28,605.72 $11,763.07
$29,177.83 $11,998.33
$29,761.39 $12,238.30
$30,356.62 $12,483.06
$30,963.75 $12,732.72
$31,583.02 $12,987.38
$32,214.68 $13,247.13
$32,858.98 $13,512.07
$33,516.16 $13,782.31
$34,186.48 $14,057.96
$34,870.21 $14,339.12
$35,567.61 $14,625.90
$36,278.97 $14,918.42
$37,004.55 $15,216.78
$37,744.64 $15,521.12
$38,499.53 $15,831.54
$39,269.52 $16,148.17
$40,054.91 $16,471.14
$40,856.01 $16,800.56

Total $9,932,889 $923,669 $135,961
$159,353
$63,729
*Property Tax column includes base EAV and Surplus Distribution in Years 1-4

$112,391

$6,163,278

$520,881

$594,622

$1,346,374

$366,861

Another component of the evaluation in regards to the TIF assistance package is a review
of the project pro forma. While the project shows a long-term net benefit to the City and
other taxing bodies, it is nonetheless important to analyze whether the TIF request is
commercially appropriate.
The City worked with Laube Consulting Group LLC, a specialist in real estate
development and municipal financing structures to evaluate the project and make a
recommendation as to whether this project warranted a $3 million incentive. Laube
Consulting Group has extensive experience on projects of this nature, throughout the
region. After evaluating the submitted pro forma, it is the consultant’s findings that given
the risk of this project, $3 million is a very reasonable request from the developer.
Even with a $3 million incentive, the developer would still be required to leverage equity
in existing developments in the region and post those other developments as collateral in
order to obtain commercial lending for remaining portions of the project. As will be
outlined below, the City can structure an incentive to maximize impact on the project
without incurring significant risk to the City.
C. Financial Incentive Request and Agreement Terms
As noted above, this incentive would be structured as an incentive in two phases. The
first phase of the incentive would be the payment of $1.5 million towards the costs of land
acquisition, demolition, environmental remediation, and eligible design costs. These
costs would be paid on an as-incurred basis, after the service have been rendered.
For example, once the demolition was completed and a lien waiver and all required
documentation obtained, the City would pay a portion of the incentive to cover those
costs. In this way, the City would only be providing funding after a given service was
completed and the value received. Throughout the process of Phase One, the developer
would be completing final development plans for submission to the City. If for some
reason the project could not go forward after that point, there would still be four sites
combined as one assemblage, with demolition and environmental remediation completed
and with the site able to be developed.
Once final plans are approved, the developer can undertake construction of the project.
Phase Two of the incentive (the second $1.5 million) would be payable after completion
of the project and issuance of a certificate of occupancy. Again, the City is ensured that
the conditions precedent to incentive payment are accomplished before advancing any
TIF funds.
As with other major City incentive projects, the development agreement would be
structured as a forgivable loan that is paid back based on future property and sales tax
revenues returned to the City, with those revenues being received in the City’s general
fund. Upon completion of the new building at the project, it is contemplated that Barb City
Bagel would be the first new tenant in the building, and following their relocation, the
existing building that they are located in would be demolished to create room for the
parking identified above.
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The structure of the payout will ensure, at a minimum, that the site will be restored to a
buildable lot with all demolition and remediation completed. The City does presently have
pending litigation relating to the unsafe status of the Otto’s building, seeking a Court Order
for demolition of the structure.
During the pendency of that litigation, the City has learned that the building
accommodating Mediterraneo Grill next door to the Otto’s building may have been
compromised by water damage, and may be difficult to preserve if the Otto’s building was
demolished. With the assemblage contemplated by this project, that issue is addressed
fully. In the absence of this project, that will be a challenge for the City to surmount.
As stated above, the $3.0 million investment provides the following benefits to the City








$6 million fair market value mixed-use building
Up to $500K in additional incremental TIF revenues generated in final four years
of TIF to be used for other TIF-eligible projects
Up to $500K in additional incremental TIF surplus revenues that are distributed
back to the taxing districts pursuant to existing agreements
Increasing property tax revenues of between $15K and $25K to the City annually
(after expiration of TIF)
$170K in new property taxes to other taxing bodies annually (after expiration)
$65K in sales and R&B taxes from restaurants (and potential additional taxes from
other commercial users)
Collaborative future parking arrangements involving use of City lot and potential
development of same

The development agreement would also address traditional zoning-related concerns
including vacation of the existing alley, burial of existing overhead power lines, significant
architectural improvements and building material restrictions, and plans to provide a more
pedestrian/bike friendly interface with First Street.
III.

Community Groups/Interested Parties Contacted

The Planning and Zoning Commission (PZC) will conduct a public hearing on this petition
at their regular February 15, 2017 meeting. Required notices were sent to the newspaper
and mailed to adjoining property owners. General information was shared with NIU
students who attended an event sponsored by the City and also attended by various
representatives from NIU and Proudly DeKalb on February 1, 2017 aimed at soliciting
feedback from students. The Daily Chronicle has published news about this project in
their January 31 and February 1 editions.
Given the accelerated timeline of this project, it is being brought forward to the City
Council for conceptual discussion prior to review by the PZC. It is anticipated to return to
the Council for consideration of preliminary approvals at the February 27, 2017 meeting.
IV.

Legal Impact
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A rezoning to PDC requires approval of an ordinance by the City Council after a public
hearing and recommendation by the Planning and Zoning Commission. A financial
incentive agreement can be approved by the City Council as part of the rezoning request.
A comprehensive development agreement would address all aspects of the project.
V.

Financial Impact

This project has the potential to have a marked impact upon the finances both of the City
and of all other local taxing districts, on a permanent basis. Additionally, it generates
daytime and night-time population in the Central Business District, which generates a
positive financial impact for downtown businesses in the community. It represents a use
of TIF funds as they are intended to be used, to spur a transformational development
project.
VI.

Options

This item is being forwarded for informational purposes only. No action is required.
VII.

Recommendation

It is recommended to proceed in accordance with the timeline as described above.

P a g e | 12

Exhibit 1

Exhibit 2

