DATE:

March 7, 2018

TO:

Honorable Mayor Jerry Smith
City Council

FROM:

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

SUBJECT:

Authorizing an Amendment to the 230 E. Lincoln Highway
Development Incentive Agreement (The Bandit’s Castle, LLC).

I.

Summary

The Bandit’s Castle, LLC (TBC) has requested an amendment to their
Development Incentive Agreement for the property located at 230 E. Lincoln
Highway that would increase their reimbursement from the City from $400,000 to
$468,282. The total project costs incurred through the rehabilitation of the 120 year
old building were significantly higher than originally estimated. At the time of approval
of the project, it was estimated that acquisition, remediation, and rehabilitation of the
building would be a total of $1.2 million. To date, the total project costs have
exceeded $1.47 million, or $273,131 greater than anticipated. The previous incentive
was calculated as one-third of the estimated project cost, with a not to exceed figure
of $400,000. The amendment would increase the total project cost to $1.47 million
with the incentive amount not to exceed $468,282.
II.

Background

On March 13, 2017, the City approved a Development Incentive Agreement with TBC
for the acquisition and rehabilitation of the building located at 230 E. Lincoln Highway,
with the intent of renovating the space into a multi-tenant building. Renovations to the
building would allow SundogIT to occupy the second floor of the building, and lease
the ground floor of the building until a future date when SundogIT would require the
space for its own operation.
At the time of estimating the total project cost, it was believed that $1.2 million was a
conservative estimate. Due to the project being brought forward as a conceptual plan
while the property was under contract, there were factors that could not be accounted for
in the estimates. There is an inherent risk in approaching a project in this nature. In order
to accurately determine the cost of rehabilitation, a more thorough inspection that involves
a level of demolition would be required. The seller of the building would generally not be
willing to allow for this, as it could have a significant negative impact on the value of the
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property at the time of sale. Additionally, a developer or business would either not be
willing to move forward with purchasing a property, or would have difficulty financing the
purchase of a property, without some level of guaranteed incentive.
Although it was believed that the estimated cost to complete the project was
conservative, there were several factors that led to substantial cost overruns. The
following are the circumstances leading to the higher than estimated project cost:
 Demolition of ceiling to remove rotted lathe and plaster from water damage.
 Construction of a structural shear wall from basement to the upper joist in order to
raise the elevation of the roof line.
 Soil conditions when digging elevator pit (hand removal of 10 cubic yards of hard
clay).
 Modification to structural steel while constructing elevator shaft.
 Removal of plaster due to water damage and sandblasting and sealing brick walls.
 Discovery of asbestos tile during demolition in basement.
 Greater than anticipated labor hours for demolition in basement and upper floor.
 Removal of old air handling equipment.
 Adjustments to the installation method of fire suppression system to accommodate
open concept.
 Salvaging brick from original façade to construct elevator shaft.
These unforeseen circumstances exceeded the contingency that was built into the prior
estimate, resulting in a total project cost of $1.47 million. There is still work to be
completed on the ground floor prior to a tenant build-out. Additionally, it is now not
financially feasible for TBC to provide a tenant build-out allowance for the ground
floor spaces. The spaces are currently being listed at $12 to $14 per square foot,
which is the upper limit in the downtown.
The requested amendment to increase the incentive would not be for the full 33.3% of the
project’s cost overruns, which would have resulted in an additional $90,000. Staff worked
with TBC to determine what specific cost overruns were due to unforeseen
circumstances, and which were due to higher than anticipated costs to achieve the
desired design elements of the renovations. It was determined that of the $271,131 in
cost overruns, $203,348.25 were attributable to the conditions of the building. The
increased incentive is based on 33.3% of the $203,248.25, which is $67,782.07.
The resolution and amended agreement have been drafted to increase the total
estimated project cost to $1.473 million and allow for the maximum reimbursement
to be $468,000. In addition to increasing the total reimbursement amount, the
amendment also makes modifications to the required documentation that
needs to be submitted for reimbursement, allowing for a sworn contractor
affidavit to be submitted as a summary for project costs.
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III.

Community Groups/Interested Parties Contacted

This item is anticipated to be discussed at the City Council Regular Meeting to occur on
March 12, 2018.
IV.

Legal Impact

The City has the legal authority to enter into agreements in this format and to provide
funding for activities of this nature.
V.

Financial Impact

The Central Area TIF (Fund 13) is the source of providing the incentive for this project.
The majority of work on this project was completed in 2017, but due to the Certificate of
Occupancy not being issued until January of 2018, the incentive would be paid out of
FY2018. At the time of the FY2018 budget being approved, it was believed that this
project was to be paid out of FY2017. Therefore, this incentive was not included in the
FY2018 budget. An amendment to the FY2018 budget has been prepared as a separate
agenda item. A future amendment will also be brought forward to Council at a later date
that would transfer the balance of funds in TIF 2 to the Central Area TIF District. However,
in order to transfer funding, the City will need to designate future TIF projects that would
be in excess of the amount being transferred.
VI.

Options

1. City Council can approve the Resolution and Agreement as drafted.
2. City Council can approve an amended version of the Resolution and Agreement.
3. City Council can deny the Resolution and Agreement.
VII.

Recommendation

It is recommended that the City Council approved the Resolution and amendment to the
original agreement as drafted.
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RESOLUTION 2018AUTHORIZING AN AMENDMENT TO THE 230 EAST
LINCOLN
HIGHWAY
DEVELOPMENT
INCENTIVE
AGREEMENT (THE BANDIT'S CASTLE, LLC).
WHEREAS, the City of DeKalb (hereinafter referred to as “the City”), and The Bandit’s
Castle, LLC (“Owner”), have previously entered into an agreement dated March
13, 2017, (Original Agreement), a copy of which is attached hereto as “Exhibit B”; and,
WHEREAS, after entering into the Original Agreement, the Owner incurred greater than
anticipated project costs due to unknown conditions of the property located at 230 East
Lincoln Highway; and,
WHEREAS, the Owner has requested an amendment to the Original Agreement that
would increase the amount of the incentive provided and allow for future financial
assistance to be provided to prospective tenants of the available commercial spaces;
and,
WHEREAS, the City desires to support the Owner in their effort to recruit viable
businesses to the Owner’s vacant commercial spaces;
THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL of the City of DeKalb,
Illinois as follows:
Section One. That the Mayor of the City of DeKalb, Illinois, is authorized and directed
to execute an amended agreement with The Bandit’s Castle, LLC for facility
improvements to the property located at 230 E. Lincoln Highway, a copy of which is
attached hereto and made a part thereof as Exhibit “A,” subject to such changes as
shall be acceptable to him.
ADOPTED BY THE CITY COUNCIL of the City of DeKalb, Illinois at a regular meeting
held on the ___ day of February, 2018 and approved by me as Mayor on the same day.

ATTEST:

________________________________
SUSANNA HERRMANN, City Clerk

_____________________________
JERRY SMITH, Mayor

Exhibit A
AMENDMENT TO THE 230 EAST LINCOLN HIGHWAY DEVELOPMENT INCENTIVE
AGREEMENT.
THIS AGREEMENT entered this ____ day of March, 2018 between the City of DeKalb,
Illinois, a home rule municipality, (hereinafter referred to as “the City”), and The Bandit’s
Castle, LLC (“Owner”), TO WIT:
Address of Property to be improved:

230 E. Lincoln Highway, DeKalb, Illinois.
(“Subject Property”)

WITNESSETH:
WHEREAS, the City and Owner entered into an agreement on March 13, 2017 (“Original
Agreement”) a copy of which is attached hereto as Exhibit B, which identified certain
improvements at the Subject Property for which the City would reimburse the Owner and
the conditions for such reimbursement; and
WHEREAS, on March 13, 2017, the City Council approved Resolution 2017-042,
authorizing an Economic Incentive with the Owner; and
WHEREAS, the Owner is requesting to amend the terms of the Original Agreement due
to the final project costs exceeding the original cost estimates included in the Original
Agreement; and
WHEREAS, the City acknowledges the risk associated with significant rehabilitation
projects involving buildings constructed prior to 1900; and
WHEREAS, the Owner’s ability to provide future financial assistance for tenant build-out
is no longer possible due to greater than anticipated project costs; and,
WHEREAS, the long-term vacancy of the first floor commercial spaces is not beneficial
to the City; and,
WHEREAS, the City and Owner now desire to amend the Original Agreement;
NOW THEREFORE, in consideration of the mutual covenants and agreement obtained
herein, the City and the Forge do hereby agree as follows:
1. Article VIII: Development Incentive, Section B – Development Incentive Defined:
The Owner commits that it shall invest approximately One Million Two Hundred
Thousand Dollars ($1,200,000) One Million Four Hundred Seventy Three
Thousand Dollars ($1,473,000) in the completion of the project as defined herein
(“Project Completion Costs”), and shall proceed to construct all phases of the
project (after obtaining required approvals) in a good and workmanlike manner.
The City shall provide a total Development Incentive of not more than the lesser

of: a) $400,000 $468,282; b) the amount which is one third (1/3) of the Project
Completion Costs; or, c) the total of all TIF-eligible costs incurred (“the
Development Incentive”). In the event that Owner fails to incur Project Completion
Costs of $1,200,000 $1,473,000 or more, then the Development Incentive shall be
reduced pro-rata based upon the figure which is one third of the Project Completion
Costs (i.e. if Project Completion Costs total $1,000,000, the Development Incentive
shall not exceed $333,333.33).
2. Exhibit E: Project Cost Documentation Requirements
Final Project Costs must be documented in a tabbed binder in accordance with these
regulations.
a. The first section must include a notarized affidavit from the Applicant affirming that
all information provided is complete and accurate, and affirming that all work was
done in accordance with these Guidelines and all applicable laws.
b. The second section must include a spreadsheet generated by the Applicant,
including all project costs that are a component of the project, broken down by
vendor. All amounts listed in this spreadsheet must match the corresponding
contractor invoices described below. The second section must include a sworn
contractor affidavit that lists contractors and subcontractors, a summary of the
project, contract amounts, and draws from the construction loan.
c. Subsequent sections should be separately tabbed by contractor. Each contractor
tab should start with a spreadsheet generated by the Applicant that includes the
totals from each invoice, and should be followed by a complete set of prevailing
wage records, final waivers of lien, and invoices.
c. Applicants may include a Miscellaneous Expenses tab in the binder for small
project expenses.
d. Credit Card Statements are not adequate to evidence expenditures. All small
expenditures require actual receipts showing the expenditures. The City reserves
the right to require Applicants to provide written documentation explaining any
expenditure.
e. Building permits are eligible expenditures. Ineligible expenditures include: food,
fuel, beverages, utility bills, web design, merchandise for stock or supply,
membership dues, life insurance, or other personal expenses. The City reserves
the right to disqualify any expense.

IN WITNESS WHEREOF, the parties hereto have executed this amendment to the Original
Agreement on the date first appearing above.

CITY OF DEKALB, ILLINOIS
A Municipal Corporation

Jerry Smith, Mayor

THE BANDIT’S CASTLE, LLC

ATTEST:
___________________________
Susanna Herrmann, City Clerk

Exhibit B

