MINUTES
President and Board of Trustees
Village of Arlington Heights
Committee-of-the-Whole
Board Room
Arlington Heights Village Hall
33 S. Arlington Heights Road
Arlington Heights, IL 60005
August 25, 2014
7:30 PM

I. CALL TO ORDER

President Hayes called the meeting to order at 7:30 PM. The Pledge of Allegiance
was recited.

I1. PLEDGE OF ALLEGIANCE

I1I. ROLL CALL

BOARD MEMBERS PRESENT: President Hayes; Trustees: Blackwood, Farwell,
Glasgow, LaBedz, Rosenberg and Sidor

Trustee Scaletta entered the meeting at 7:32 PM.

BOARD MEMBERS ABSENT: Trustee Tinaglia

STAFF MEMBERS PRESENT: Diana Mikula, Interim Village Manager; Tom Kuehne,
Director of Finance; Charles Perkins, Director of Planning & Community
Development; Bill Enright, Deputy Director of Planning & Community
Development; Gerald Mourning, Police Chief; Scott Shirley, Director of Public
Works; Cris Papierniak, Assistant Director of Public Works; Eileen Hellstrom,
Recording Secretary

IV. NEW BUSINESS

A. TIF IV Developer Selection

Diana Mikula, Interim Village Manager, said over the past several months there
has been interest from two developers in the portion of TIF District 4 south of
Council Trail through to Golf Road. Recently, one of the developers indicated that
they no longer have an interest in developing the site. The other developer, Steve
Leonard, has continued to express an interest in developing this portion of TIF 4



and provided a response dated June 27, 2014. (See attached letter from Mr.
Leonard.)

Mr. Leonard intends at this time to team with Sterling Bay Companies.

The Village previously entered into a development agreement in 2005 with Mr.
Leonard and Target Corporation, but due to the uncertainty of the TIF District at
that time due to several law suits challenging the TIF, the development
agreement was terminated. Subsequently, the Village did prevail in the law suits
and the TIF District was upheld by the Circuit Court and the Court of Appeals.
Redevelopment was further delayed by the economic recession which began in
2007.

As a result of the delays, the Village commenced a process to extend the TIF
District by 12 years. The Village first obtained support for the 12 year extension
from various taxing districts including School District 59 and School District 214.
A Bill was introduced in January, 2014 and the Governor recently signed the
legislation into law.

The Village would like to commence negotiations with Mr. Leonard on a
development agreement. The first step in that process is to formally designate Mr.
Leonard as developer. If designated, Staff and Mr. Leonard will commence
negotiations on a development agreement, and Mr. Leonard will also commence
discussions with possible tenants. Also, conceptual site plans will be developed.
Staff and Mr. Leonard concur that designation should not be indefinite, and that a
time period of 12 months with one, three month extension, be included in any
motion to designate a developer.

Charles Perkins, Director of the Planning & Community Development Department
added that Mr. Leonard has had interest in this site for many years. He has
staying power as this property has gone through some issues. Part of what he is
seeking is designation as the developer so he can move forward to hire architects
and attorneys and start in the negotiation process putting detailed project
proforma’s together,

Trustee Rosenberg asked Mr. Perkins about keeping the corner open in the
shopping center to highlight the area, which was discussed a few years back.

Mr. Perkins replied that was correct and the goal is to have the corner be a focal
point, something special and unique and those details would need to be worked
out as we move forward.

Trustee Rosenberg asked if 12 months with one three month extension would be
enough time to get done what needs to be completed between the Village and Mr.
Leonard.

Mr. Perkins replied that it is a sufficient time period to negotiate the
redevelopment agreement and have it be considered by the Board and hopefully



adopted. Within the agreement there will be a time line to implement the details
of the plan. The project would not be implemented within this time period, this is
the time period to identify potential tenants, funding sources, and negotiate the
redevelopment.

Trustee Rosenberg wanted to clarify that there would be another timeline within
the agreement to make sure the plan is implemented.

Mr. Perkins said that was correct.

Trustee Sidor asked what stores would be included in the development. He would
like to see stores that are different and not just another shopping center with the
same stores. He asked if stores that are innovative and different could be
considered and not the same stores that exist down the road.

Mr. Perkins said this corner is a challenge because it is in the shadow of Woodfield
Mall. Potential tenants would hinge on who is not in the marketplace. This is why
the Village asked for the 12 month period so Mr. Leonard can see and talk to
potential tenants to make this corner viable again. Trends come and go and we
want to designate Mr. Leonard as the developer so he can go out in the
marketplace and try to get something new, maybe the next retailer looking to
come to the Chicagoland area and capture them here in Arlington Heights to have
something unique but also economically viable.

Trustee Farwell thanked Mr. Leonard for his patience in this development. He
would like to see what Mr. Leonard can come up with for the Village on this site.

TRUSTEE FARWELL MOVED, SECONDED BY TRUSTEE ROSENBERG, THAT THE
COMMITTEE-OF-THE-WHOLE RECOMMEND TO THE VILLAGE BOARD THAT THE
BOARD DESIGNATE STEVE LEONARD AS DEVELOPER OF THE PORTION OF TIF 4
SOUTH OF COUNCIL TRAIL THROUGH TO GOLF ROAD, FOR A PERIOD OF 12
MONTHS WITH ONE THREE-MONTH EXTENSION, AND THAT THE BOARD DIRECTS
STAFF TO COMMENCE NEGOTIATIONS ON A DEVELOPMENT AGREEMENT WITH
MR. LEONARD.

Trustee LaBedz said she is interested in the fact that Mr. Leonard is working with
Sterling Bay. She has been following the success they have had in the West Loop
area and Fulton Market district. She thinks what they have done is exciting and
she is hopeful they will present the Village with something exciting as well.

Trustee Glasgow said he is impressed with what Mr. Leonard is planning on doing.
He wants to see the best use for this property and feels this developer can do just
that.

Mayor Hayes thanked Mr. Leonard for his continued interest. He also thanked
Representative David Harris for ushering the TIF extension bill through the
process in Springfield.



Upon a voice vote, the motion passed unanimously.
B. Police Station Study - Selection of Architectural Services

Ms. Mikula said the Village Board authorized the preparation of a Request for
Proposal (RFP) to select an architectural firm which specializes in Police Station
and Law Enforcement architectural design. The objective is to hire an
architectural firm to prepare a feasibility study for utilizing the current Police
Station site and Municipal Campus including Village Hall.

The selected architectural consultant shall review the most recent Space Needs
study from 2010 and revalidate the space required based upon changes in
employment, technology, and law enforcement standards. The goal is to
determine whether a new Police Station meeting modern day standards can be
feasibly developed upon the existing Municipal Campus.

On May 27, 2014, a Request for Proposals was issued to selected architectural
firms that specialize in law enforcement and architectural design. Nine
architectural firms submitted responses to the Request for Proposals.

The Village has established a Police Station committee that consists of the
following representatives:
. Charles Perkins: Director of Planning & Community Development
Diana Mikula: Interim Village Manager
Gerald Mourning: Chief of Police
Nick Pecora: Police Captain
Thomas Kuehne: Director of Finance
Cris Papierniak: Assistant Director of Public Works
Steve Hautzinger: Design Planner

The Committee reviewed the responses from each of the nine architectural firms
and met on several occasions as a committee to review these in more detail. The
firms were ranked based upon their responsiveness to the Request for Proposals,
their knowledge of Police facilities, approach to the project and history working on
similar sized police stations.

Three firms were selected to be interviewed:
FGM Architects
Dewberry Architects, Inc.
Wold Architects Engineers

After the interviews were completed, detailed reference checks were conducted.
The Police Station Committee unanimously recommends FGM Architects.

Fees from the consulting firms range from $40,500 to $283,533. FGM Architects
proposal is $70,355. The Committee ranked FGM Architects as the preferred
consultant.



Mr. Perkins gave a presentation on the police facility. (See Short Presentation
attached.)

Mr. Perkins talked about the study that was done in 2010 which identified some
significant physical deficiencies and space deficiencies in the current police
station. The building is 38,000 square feet and construction was started in 1978
and was occupied in 1979. At that time the size of the police department was 80
employees and today there are 139 employees. Similar police departments in
other towns that are smaller than Arlington Heights or have a comparable or
larger work force, have building sizes ranging from 53,000 to 80,000 square feet.
The current police facility of 38,000 square feet is deficient in needed space.

The study in 2010 also identified issues with the roof, windows, HVAC system,
firing range, sally port, structural deficiencies, electrical, storage, and security of
the building.

The current study is not going to re-look at those physical deficiencies but will re-
validate the projected space needs and come up with four to six concepts to fit a
modern police building on this campus and how it would be accomplished.

Raymond Lee, AIA, Principal-in-Charge for FGM, said FGM has been working on
police stations for over twenty five years. They have the most experience in
Illinois with police stations and in complex remodeling and projects like this one,
building a station in-between buildings. They work on police stations, fire stations,
911 centers and public works facilities. FGM is a large architectural firm with
approximately 100 employees. The municipal sector of FGM has approximately 20
employees who specialize in municipal projects.

Carol Sente, Client Advocate for FGM, said the municipal sector of this firm does
nothing but municipal work and in the last 2 2 years has completed 11 police
station projects. It has been a passion of Mr. Lee and Ms. Sente to develop a very
strong police expertise and bring this expertise to clients such as Arlington
Heights. She said a project that was very similar to Arlington Heights was Elk
Grove Village's police station project. It was also an existing police station set
between two buildings, village hall and a fire station which were all on a municipal
campus.

Mr. Lee said FGM is the local Midwest leader in police facility design. (See FGM
Exhibits.)

Ms. Sente said in past ten years FGM has completed 37 police station studies and
33 police station projects. The team working on this project would be:

Raymond Lee, Principal-in-Charge. He would be working on the programming,
cost estimating, and would oversee the team. Louise Kowalczyk would be
assisting Mr. Lee in the programming and would be the senior designer. Ryan
Rathman would be the Project Manager who would manage the project and the
staff, and oversee the building analysis portion of what is existing, and review the
constructability of various solutions that would be presented. Ms. Sente would



test their solutions against the criteria given to FGM and work with Mr. Lee on the
study report.

Mr. Lee talked about FGM’s philosophy on studies. They believe it has to be useful
and a reference guide for something that can be referred to often.

Ms. Sente said they also want to answer the questions that the Board specifically
asks so before they start, they ask, "What would you like to get the answer to?”
They make sure each and every question is addressed in the study.

Mr. Lee explained that they use a planning process which goes through stages
including data gathering and a vision. They would meet with the Board on several
occasions to answer any questions as part of the planning process.

Mayor Hayes said the primary goal of this part of the process is to determine
whether a new police station meeting modern day standards can feasibly be
developed upon the existing municipal campus. He asked if there is some
determination that it is potentially feasible.

Ms. Sente replied that it is possible for the police station to be developed upon
the existing municipal campus.

Trustee Scaletta asked Ms. Sente if their firm was aware of the feedback from the
study done in 2010. There were concerns on what the Board was presented with
which was too costly and too large of a building and very elaborate. He would like
them to keep in mind that it is a police station.

Ms. Sente replied that they look at what the budget is and maximize it. They
would complement the architecture already on the campus.

Trustee Scaletta said he wants to make sure the police department has a building
where they can do their job efficiently.

Trustee Glasgow asked Police Chief Gerald Mourning what differentiates this
group from the other firms who bid on this project.

Chief Mourning replied that FGM has relevant experience and they specialize in
planning and building police facilities. They thoroughly checked their references
and all are outstanding. He visited a number of the facilities that FGM designed
and built and they have been given high marks.

Trustee Glasgow said he would like to emphasize what Trustee Scaletta talked
about, the 2010 plans were too grandiose as well as the cost. He wants to make
sure this is a functional building and that they understand this is a utilitarian
building and this being used 24 hours a day, 7 days a week, it's going to stand up
to the wear and tear of what this building is designed to do.

Trustee Glasgow asked when FGM would ultimately give the Board a design



proposal.
Mr. Lee replied that the final report would be presented in February.

Trustee LaBedz asked if FGM is tuned into what changes might be in the future
for police stations,

Mr. Lee said they design their police stations with flexibility and make rooms that
can be flexible and adaptable for future needs.

Trustee Rosenberg said he agrees with Trustee’s Scaletta and Glasgow and he
also objected to the previous cost estimate from the study in 2010 which was too
high.

Trustee Sidor asked what happens if FGM decides at a later point in time that the
new police station won't fit on the existing site?

Mr. Lee responded that if they find out it’s not working out, they will stop and tell
the Board. They would not go any further on the project.

Trustee Sidor asked Staff if the Village is concurrently looking at other sites or
has that been put on hold?

Mr. Perkins replied that Staff has identified a series of sites and talked with the
Board and the direction was to do this study first to determine what is feasible on
the current site and to revalidate the space needs. If it is not feasible on this site
then they will come back to the Board and talk about what other sites are
feasible.

Trustee Sidor wanted to confirm that if it's not feasible to build on the existing
site, FGM will be the firm to develop concepts to build on an alternate site.

Mr. Perkins replied that was correct.

Trustee Farwell reiterated that the numbers were too high in the 2010 study and
with the proposal this evening he would like FGM to deliver a police building with
a cost that would be in-line with the Board’s thinking.

Trustee Farwell said his concern is this firm developed sites that are nowhere near
the Village’s numbers. Price is an issue for this Board. He has faith in the
committee that was formed by the administration to recommend FGM.

Mr. Lee replied that he understands the concern the Board has on the 2010 study.
He would like to assure the Board that 87% of the work for the current study is
done by senior level staff, people with many years’ experience doing police
stations. He will personally be working on this project for 36% of the whole
project.



Trustee Farwell said he understands the Village will be paying for senior staff
which is fine as long as they understand the message this evening about cost
effectiveness.

Mr. Lee replied that is a message that his team understands very well working for
nothing but municipalities. This Village is not unique in looking for the best value
for the dollar. They feel FGM can look for better solutions that can actually save
money in the long haul.

Trustee Blackwood talked about the comparison of facilities in the northwest
suburban area, municipalities that have police officers that are relative to the size
of the Village’s current police force. It appears other police departments square
footage is double over what Arlington Heights has. When you look at our current
property, it's apparent there is very little space to go anywhere but up. She asked
how you plan for a building that is going to be used by the Village for the next 30
years.

Mr. Lee replied that there will be changes in the patterns of how officers do their
reports. They observe what is currently being used now and have discussions with
command staff. They tailor to what the culture is at the Village's police station
and how the culture may change and what technology may change in the future.

Trustee Blackwood thought having a large police station as seen in neighboring
communities is not going to be necessary going forward based on the trends of
technology.

Mr. Lee said if some of the stations look larger, it’s due to the parking garages
since there is so much technology in the police cars now that they have to be kept
secure and warm or the technology won't work properly. If you subtracted 2400
square feet from the Village of Palatine’s police department building for the
parking garage, it isn't as big as you think it is.

Trustee Sidor asked if we have to go off site for the police station, what the cost
would be if the Village has to go to Plan B.

Mr. Lee replied that the cost to go to Plan B would be $3950.

Mayor Hayes asked Ms. Sente where she fits in on the timeline for the project
schedule.

Ms. Sente replied that she would come to the kickoff meeting, the visioning
session, the workshop, and would work internally with the concepts. She would
work very closely with Mr. Lee in terms of writing the report.

TRUSTEE SCALETTA MOVED, SECONDED BY TRUSTEE ROSENBERG THAT THE
COMMITTEE-OF-THE-WHOLE RECOMMEND TO THE VILLAGE BOARD THAT THE
VILLAGE MANAGER BE AUTHORIZED TO EXECUTE A CONTRACT WITH FGM

ARCHITECTS IN THE AMOUNT NOT TO EXCEED $70,355 TO BE FUNDED FROM



ACCOUNT #431-9013-571-20-05 TO PREPARE A POLICE STATION FEASIBILITY
STUDY.

Upon a voice vote, the motion passed unanimously.

Trustee Scaletta asked Staff to work with FGM on some dates as to when they
might want to have collaboration with the Board so they can be available.

C. Proposed 5-Year Water & Sewer Rate Adjustment

Ms. Mikula said FY 2015 is the final year of the Village’s previous water and sewer
rate plan that included increasing rates by a combined 5% per year for the past
five years. In October 2013 the CIP included information that a detailed analysis
will need to be conducted in order to address the age of our water and sewer
systems. Attached are detailed memos prepared by Staff from the Finance and
Public Works Departments on proposed five year water and sewer rate
adjustments; (see Exhibits regarding Water and Sewer).

Ms. Mikula said the Village’s water & sanitary sewer infrastructure is over 60
years old. The current level investment to maintain these systems is inadequate.
One of the results of the aging water system is an increase in water main breaks.
The average number of water main breaks per one hundred miles of water main
per year in the Village is twice that of comparable communities. To cover the cost
of the significant increase in the Village's investment in its water and sewer
infrastructure, four water and sewer rate alternatives were developed by Staff for
the Board’s consideration.

Alternative 1: 5% per year over 5 years - Alternative 1 would cover the
Village’s current low level of infrastructure costs however; it would not cover the
recommended increase in annual water and sanitary sewer infrastructure
improvements.

Alternative 2: Five year percent increase amounts of 5-25-5-5-5 -
Alternative 2 would allow the Village to reach the recommended annual water and
sanitary sewer infrastructure expense level by 2019.

Alternative 3: Five year percent increase amounts of 5-19-5-5-5 - By
increasing the annual water and sanitary sewer infrastructure expenses more
gradually, the Village would reach the recommended annual infrastructure
improvement level by 2022.

Alternative 4: Five year percent increase amounts of 5-10-10-10-5 - By
increasing the annual water and sanitary sewer infrastructure expenses more
gradually and spreading out the water and sewer rate increases, the Village would
reach the recommended annual infrastructure improvement level by 2022.

Scott Shirley, Director of Public Works, said the Village has done a good job up to
this point investing in our water and sewer system and the Village has now hit a
juncture where we need to make some additional investments in the system. The



next phase is water main replacement and rehabilitation and refurbishing of the
water storage tanks.

Trustee Rosenberg asked Tom Kuehne, Director of Finance, if the alternatives that
are given to the Board include the Village’s storm sewer-only mains or if that
would be a separate additional cost.

Mr. Kuehne said the storm sewer-only mains are separate and were not included
as part of the Water and Sewer Fund expense projections. He indicated that
storm sewer-only mains handle storm water run-off which will be addressed when
the Village Board discusses the results of the flood study at a future COW
meeting.

Trustee Glasgow asked how the storm sewer-only mains and any potential flood
remediation work might be funded. Mr. Kuehne stated that the Village would
likely need to consider implementing a storm sewer utility fee. In addition,
depending on the cost of any potential flood remediation infrastructure projects,
the Village may need to consider special service areas, general obligation bonds,
or a combination of these kinds of funding alternatives. He added that during the
upcoming CIP process, Staff would be recommending that the Flood V Fund name
be changed to the Storm Water Control Fund. This fund would account for the
storm sewer-only mains, neighborhood drainage improvements, and potential
flood remediation projects.

Trustee Sidor asked Mr. Shirley what is being fixed with this money out on the
streets.

Mr. Shirley replied with the water main replacement money, water mains are
being replaced that are anywhere from 40-50 years old and have experienced a
high frequency of water main breaks.

Trustee Sidor asked if this is done by Staff or contracted out. Mr. Shirley said
right now this is contracted out.

Trustee Sidor said the aging infrastructure has to be fixed and the Board has to
find the most effective way of paying for it.

Trustee Glasgow asked what the disruption factor would be to residents.

Mr. Shirley said that residents will still have water except for a short period of
time when the water services are switched over. Traffic is usually able to be
maintained down the street. If the Village goes from $400,000 to $4,000,000
worth of water main replacement in a year, it would be ten times more disruptive
during the construction season.

Trustee Glasgow asked when Public Works would start to change the water
mains. Mr. Shirley replied they would like to start next summer. Trustee Glasgow
said if this is passed then residents can expect to have disruptions from May until



October.

TRUSTEE GLASGOW MOVED, SECONDED BY TRUSTEE FARWELL THAT THE
COMMITTEE-OF-THE-WHOLE RECOMMEND TO THE VILLAGE BOARD:
ALTERNATIVE 3: FIVE-YEAR PERCENT RATE INCREASE AMOUNTS OF 5-19-5-5-5
THAT WILL ALLOW THE VILLAGE TO REACH THE ANNUAL WATER AND SANITARY
SEWER INFRASTRUCTURE EXPENSE LEVEL GRADUALLY BY 2022.

Trustee Scaletta said he has a problem with the alternatives except for #4.
Alternatives 2 & 3 have a significant increase which would be hard for some
residents on a fixed income. He feels comfortable with alternative 4. He will be
voting no for alternative 3.

Trustee Rosenberg asked about the possibility of having 10-10-10-10-10. He
agrees with Trustee Scaletta that some of the increases in alternative 2 & 3 are
very significant.

Mr. Kuehne said with alternative 3 you end up with the lowest average rate after
5 years.

Trustee Glasgow said the reason he chose alternative 3 is because it does give
the lowest combined rate. His theory in picking this is that it gives Public Works
the ability to begin doing repairs at an earlier stage. Alternative 3 makes the most
fiscal sense and provides what the Village needs.

Trustee Sidor said he concurs with Trustee Glasgow and would like to see the
infrastructure upgraded sooner rather than later.

Trustee LaBedz said she concurs with Trustee’s Glasgow and Sidor. As much as
she would like to not increase the tax, this is critical infrastructure. Public safety
is also part of this issue since it includes drinkable water and usable sewers.

Trustee Farwell said the reason he seconded Trustee Glasgow’s motion was that
alternative 3 is the most economically prudent and conservative approach while
getting the job done. This is old infrastructure and it needs to be replaced.

Mayor Hayes indicated he would concur with the motion and the second. This is a
safety issue and alternative 3 allows the Village to get to this critical
infrastructure improvement quicker. He is in favor of the motion, alternative 3.

The following voice vote was recorded:
Ayes: 7 Nayes: 1

Ayes: Blackwood, Farwell, Glasgow, LaBedz, Rosenberg, Sidor, and
Hayes
Nayes: Scaletta

The motion carried.



V. ADJOURNMENT

TRUSTEE GLASGOW MOVED, SECONDED BY TRUSTEE LABEDZ TO ADJOURN THE
MEETING 10:10 P.M.

Upon a voice vote, the motion passed unanimously.

Persons with disabilities requiring auxiliary aids or services, such as an American
Sign Language interpreter or written materials in accessible formats, should
contact David Robb, Disability Services Coordinator, at 33 S. Arlington Heights
Road, Arlington Heights, Illinois 60005, (847)368-5793 (Voice), (847)368-5980
(Fax) or drobb@vah.com.



real gstale services corp

Sent via electronic and U.S. Mail

| June 27, 2014

Mr. Bilt Enright

Deputy Director

Planning and Community Development
Village of Arlington Heights

'33 South Arlington Heights Road
‘Arlington Heights, IL 60005-1499

%Re: International Plaza Project
Dear Bill:

| am in receipt of your letter date June 20, 2014 where you request further
information on the four topics below. Accordingly, | have reviewed my notes
and spreadsheets, and have the following responses.

Please keep in mind, due to the preliminary and speculative nature of this
project, all the financial projections and esti_mates‘are approximate based on
industry rules of thumb and market knowledge. it is probable that as the
project moves closer to reality, the site plan, tenant mix, and all related costs
will change substantially to reflect the market at the time of development.

=The first question related to the background of the development téam.

'Strateg:c Real Estate Services Corp and Sterling Bay Companies have
teamed up to pursue this exciting-development. Strategic Real Estate is a
fourteen year old, entrepreneurial development firm specializing in shopping
center projects usually occupied by mostly national retailers. Strategic has
focused on major regional and national retail project located in the

. Midwestern states, Washington, Oregon, and numerous projects in Florida.
Clients include The Home Depot, Target, Wal Mart, Meijer, Menards, Kohl's,
Gander Mountain, Office Depot, and many more. Over 3,000,000 sf of new

1037 MOHAWK ROAD
WIIMETTE, L uX01
B47-778-2712



Mr. Bill Enright
June 27, 2014
Page 2

STRATEGIC

real cstale services corp

development projects have been completed by Strategic Real Estate during
this timeframe. '

Sterling Bay Companies is one of the most active and successful developers
in the Chicago area. Specializing in major office redevelopment projects,
Sterling Bay has been at the forefront recently-of the rebirth of the West
Randolph Street office market. Although their projects are too numerous to
mention, they have recently corripleted deals with Google and Hillshire
Brands in the west loop, contracted to redevelop the long dormant “Old Post
Office” and purchased the Oprah Studies. Sterling has been extremely

'~ financially successful and in-addition to their development-acumen, will

provide a great deal of the financial backing required for this project.

Together, Strategic and Sterling Bay recently completed a major regional
shopping center project in Evergreen Park, including approximately 500,000
square feet of retail space. Anchors were Meijer, Menard, Ross and Michaels
Arts and Crafts. Evergreen Marketplace is.in the process of being finalized

| and sold, after a three year development process.

Regarding question humber two, Sterling Bay, as the main financial backer of
this project, has enjoyed unparalleled success in Chicago aréa development
for over thirty years. Each deal involved both bank financing and invested
equity, which is generally provided by Sterling Bay principals. They also have
utilized institutional equity sources in some of their larger projects. At the
appropriate time, we will provide bank references to more specifically
demonstrate financial. wherewithal both in equity and debt. Current Sterling

. prdjects involve investments greatly exceeding that required for this deal.

. Question number three asks for a description of the development plan for the

property. Although this is highly prefiminary, we have attached a site plan
demonstrating one potential layout where medium sized retail boxes are

_ presented along the rear of the site, while the frontage.is populated by outlots

and small shops. Assuming there is adequate retail demand for this layout
when leasing actually commences, this site plan would make sense.



Mr. Bill Enright
June 27, 2014
Page 3

STRATEGIC

real estate services corp

However, retailers feel strongly about their prototypical layouts. and positions
on site plans, so demand will clearly drive layout and density as we proceed.

We will seek to attract high quality national retailers who can drive sales to
the center. This will be vital both for the health of the ceriter, and the funding
of the TIF and sales tax programs. Our first choice for anchor will be a grocer
of some variety. -Grocery anchored shopping centers are the most successful
and valuable in today’s market. Local and existing tenants will also be
included as appropriate to create a shopping experience that will work well for

all those involved,

The last question pertained to the project proforma and financing, both

conventional and TIF. Clearly, as mentioned above, the capital sources will
change significantly depending on actual tenancies and other circumstances.
However, looking at the attached site plan, and utilizing rules. of thumb and
current market conditions, the project budget would very loosely approximate
the attached spreadsheet.

As you review the numbers, which are very similar to the gap analysis' we

discussed late last year with updated values, please keep in mind there is no
line item for profit or return. This spreadsheet is just'third party arm’s length
cash outflows and anticipated resultant values in the end marketplace. The
clear shortfall represents the municipal assistance required. As we proceed
and better understand the actual numbers and other parameters, we will be
able to also anticipate where equity return requirements will drop. into the

picture and adjust accordingly. Today, equity returns all-in are approximating
12-15%.

Regarding the TIF, unless market conditions change significantly between
now and the: completion of this: project, this project will require approximately
$19-20 million in TIF procesds to successfully attract the debt and equity
needed to make this shopping center a reality. This requirement will be
revisited as we proceed and may be adjusted downward if conditions warrant.



Mr. Bill Enright
. June 27, 2014
. Page 4

STRATEGIC

real estate services corp

. In summary, we-are very excited to be considered for this project and look
i forward to getting started as soon as possible. Thank you.

Sincerely yours,

Do 1. Tiomenef,

Stephen M. Leonard
Principal

CC: Scott Goodman- Sterling Bay Companies
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Exhibit A - Water Main Age
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EXHIBIT C

SUMMARY OF RATE INCREASE EFFECTS ON AN AVERAGE HOMEOWNER

(Average usage = 3,000 gallons per person per month; 4 people bi-monthly usage: 24,000 gallons)

Average Average
Bi-monthly  Annual

FY2015 Bill Bill
Water Rate 4.42 106.08 636.48
Sewer Rate 1.14 27.36 164.16
Combined Rate 5.56 133.44 800.64
ALTERNATIVE1 8 Mos. 2016 2017 2018 2019

Water Rate 4.64 4.87 5.12 5.37 5.64
Sewer Rate 1.20 1.26 1.32 1.39 1.45
Combined Rate $5.84 $6.13 $6.44 $6.76 $7.10
Water 111.38 116.85 122.80 128.94 135.39
Sewer 28.73 30.16 31.67 33.26 34.92

Average Bi-monthly Bili: Combined 140.11 147.12 154.47 162.20 170.31

Combined % Increase [ 5.00% 5.00% 5.00% 5.00% 5.00%

Average increase: Bi-monthly 6.67 7.01 7.36 7.72 8.11
Annually 40.03 42.03 44.14 46.34 48.66
ALTERNATIVE 2 8 Mos. 2016 2017 2018 2019

Water Rate 4.64 5.80 6.09 6.40 6.72

Sewer Rate 1.20 1.50 1.57 1.65 1.73

Combined Rate $5.84 $7.30 $7.66 $8.05 $8.45

Water 111.38 139.23 146.19 153.50 161.18

Sewer 28.73 36.91 37.71 39.59 41.57

Average Bi-monthly Bill: Combined 140.11 175.14 183.90 193.09 20275

Combined % Increase L 500% 25.00% 5.00% 5.00% 5.00%

Average Increase: Bi-monthly 6.67 35.03 8.76 8.19 9.65
Annually 40.03 210.17 52.54 55.17 57.93
ALTERNATIVE 3 8 Mos. 2016 2017 2018 2019

Water Rate 4.64 5.52 5.80 6.09 6.39

Sewer Rate 1.20 142 1.50 1.57 1.65

Combined Rate $5.84 $6.95 $7.29 $7.66 $8.04

Water 111.38 132.55 138.17 146.13 1563.44

Sewer 28.73 34.19 35.90 37.69 38.57

Average Bi-monthly Bill: Combined 140.11 166.73 175.07 183.82 193.01

Combined % Increase {  5.00% 19.00% 5.00% 5.00% 5.00%

Average Increase: Bi-monthly 6.67 26.62 8.34 8.75 9.19
Annually 40.03 169.73 50.02 52.52 55.15
ALTERNATIVE 4 8 Mos. 2016 2017 2018 2019

Water Rate 4.64 5.11 5.62 6.18 6.79

Sewer Rate 1.20 1.32 1.45 1.59 1.75

Combined Rate $5.84 $6.42 $7.06 $7.77 $8.55

Water 111.38 122,52 134.77 148.25 163.08

Sewer 28.73 31.60 34.76 38.24 42.06

Average Bi-monthly Bill: Combined 140.11 154.12 169.54 186.49 205.14

Combined % Increase L 5.00% 10.00%  10.00%  10.00% 5.00%

Average Increase: Bi-monthly 6.67 14.01 156.41 16.95 18.65
Annually 40.03 84.07 92.47 101.72 111.89



