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1. Introduction & Background

Downtown Batavia is a historic downtown along the Fox River. The downtown is home to
approximately 260 businesses, comprised primarily of professional offices, personal services,
and restaurants. With the City’s primary retail district along Randall Road, the downtown offers
a much more limited range of retail establishments. The river and adjacent open space are
important assets which help create a sense of place downtown.

In 2002, the City of Batavia adopted the Downtown Batavia Master Plan. Intended to improve
the economic vitality and achieve a stronger sense of place downtown, the plan includes detailed
recommendations related to land use, parking, and design for each of the 36 blocks that comprise
downtown. The plan also includes an implementation strategy focused primarily on public
improvements, City regulations, and other public policies. The plan, however, does not include a
specific strategy to facilitate the redevelopment of key sites, which could serve as catalysts for
broader downtown redevelopment. To that end, S. B. Friedman & Company (“SBFCo0”),
Altamanu, and P.F. Blanchard (the “consultant team”) were engaged by the City of Batavia (the
“City”) in 2005 to assess the development potential of downtown sites, select three sites with
high potential that might serve as catalysts for downtown redevelopment, and then develop
concept plans and implementation strategies for each of the selected sites.

We began by gathering input from residents, downtown property owners, and downtown
business operators to help us understand the opportunities for and challenges to downtown
development. Based upon our analysis of the competitive residential and commercial markets,
we estimated potential demand in the downtown area for new residential products, and identified
niche opportunities for new retail development that could capitalize on the river, bike paths,
walking scale, and historical architecture of downtown.

After a walking tour with the Mayor and City Council and gathering input from City staff, three
sites were selected for further analysis. The sites were selected based upon their near-term
development potential and their ability to serve as catalysts for downtown redevelopment. For
each of the three sites, we developed a concept plan based upon urban design guidelines, the
level and types of uses that the market is likely to support, the physical capacity of each site, and
the scale and density appropriate to each location. The development program outlined in each
concept plan was summarized and compared against current code requirements. As indicated in
Section 5 of the report, a number of revisions to current code requirements will be needed in
order to facilitate the types of mixed-used, pedestrian friendly development desired for the
downtown. Finally, we prepared an implementation strategy outlining specific actions needed to
redevelop each site.
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2. Community Input

To gain a better understanding of the opportunities for, and challenges to, downtown
redevelopment, we gathered input from residents, downtown property owners, and downtown
business operators through focus groups, key stakeholder interviews, and surveys.

In March 2006, we conducted two focus group discussions. The first included six downtown
business operators and property owners. The second focus group was attended by 16 residents.
We also interviewed representatives of the City Council, Batavia Main Street, the Park District,
and other key stakeholders. Finally, we distributed a survey to downtown business owners to
supplement our business inventory and gain insight on downtown business conditions and
potential. The survey consisted of questions regarding business type, recent sales trends, typical
customer profile, customer parking, expansion plans, and ideas for improving the downtown
business environment.

The key findings identified through the community input process include the following:

= The River. The river is a valued asset, and downtown revitalization strategies should
capitalize on the waterfront.

= Business Expansion Plans. Eleven business operators indicated they are interested in
expanding.

= Parking. The appearance, location, and amount of downtown parking should be
improved. Way-finding signs are needed, especially for out-of-town visitors. In
particular, business owners commented on the need for a comprehensive parking
management program.

= Pedestrian versus Auto-Oriented Environment. In particular, residents commented
that the downtown is too auto-oriented and not pedestrian-friendly.

= Signage. Both business owners and residents indicated they would like more way-finding
signage.

=  Truck Traffic. Current heavy truck traffic is undesirable.
= Needed Shops and Services. Residents commented that the downtown area is missing
some key commercial uses such as a video store, post office, hardware store, and

boutique retail.

=  Small Town Atmosphere. Many commented that Batavia’s “small town atmosphere” is
a positive attribute.

S. B. Friedman & Company 2 Altamanu
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Need for a Second Bridge. Opinion is divided over the need for a second bridge, and
Batavia residents voted down a bond issue in 2000 for a second bridge between Webster
Street and First Street. According to City staff, a planning process is underway to resolve
the issue of a second bridge. Specific issues raised during the community input process
include:

0 The location of the second bridge was a point of much discussion. Most agreed,
however, that if a second bridge is to be constructed, traffic issues should be
thoroughly analyzed before a final location is determined.

0 The purpose and nature of the second bridge was also a point of much discussion.
Many, particularly those in the residents focus group, were opposed to the
construction of a second bridge if the new bridge were to serve as a regional bypass,
further compounding existing traffic issues. There was marginal support, however,
for a second bridge that would primarily serve local traffic, which could help alleviate
current circulation problems.

Parks and Greenspace. The need for more parks and greenspace in the downtown area
was indicated as a concern in both the key stakeholder interviews and focus groups.

Historical Character. Concern was raised about maintaining the historic architectural
character of the downtown area and trying to have some consistency/unified design
throughout the downtown.

Fire Safety and Other Code Requirements. Several property owners and developers
reported that the City is now more helpful to developers, though there are still concerns
about code requirements, particularly fire-safety requirements, which are considered too
costly. As a result, the City is considering changing to a performance-based code, which
would permit less costly options for complying with fire safety requirements.

Live/Work Facilities. Under current code requirements, construction of new live/work
space may not be financially feasible. A previous proposal to develop a new live/work
facility at Water Street and Main Street was abandoned by the developer, who determined
that the project would be too expensive due to the topography of site, ADA requirements
for commercial use, and fire safety requirements that included sprinklers on all three
floors. Converting existing buildings into live/work facilities may be cost effective if the
buildings could be acquired for a reasonable price.

Agendas from the two focus groups are included in Appendix A of this report. A copy of the
survey of downtown business operators is included in Appendix B of this report.
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3. Land Ownership Inventory

SBFCo conducted a land ownership inventory using GIS data obtained from the City’s Planning
Department. We isolated land owners of at least one acre in the downtown study area and
mapped parcels by ownership. Figure 1 below shows land ownership in downtown Batavia for
owners of at least one acre of land in the study area. As indicated, the City, Park District, and
other public agencies currently own approximately 82.4 acres, or nearly 20 percent of land in the
study area. Private owners holding significant acreage downtown include Clem Martin, Batavia
Enterprises, G. Berndston, Joe Marconi, and Larson-Becker. Approximately seven additional
acres are held by trusts, making it difficult to identify individual ownership of these parcels.
Figure 2 on the following page maps land ownership in downtown Batavia.

Figure 1 - Land Ownership Summary

Name Acres
Publicly Owned 82.4
Clem Martin 21.8
Batavia Enterprises, Inc. & Affiliates 21.1
Religious Institutions 9.1
Trust Holdings (Ownership Undetermined) 7.0
G. Berndtson 5.9
Barnett Group, LLC 3.9
Joe Marconi 2.6
River Rain 2.3
Joseph J Declrn Aiken Trust 2.1
Larson-Becker Co. 2.1
Philip B. Elfstrom 1.9
Beth Valente 1.8
James Semonchik 1.5
McDonald's Corporation 1.5
Alex Group 14
Amstadts Finer Foods 1.4
Donald C. & Florence N. Skoglund 1.3
Cynthia K. Deckrn Waid Trust 1.2
John F. & Arlene K Elwood 1.0
Kathleen Kelly 1.0

Source: City of Batavia and S. B. Friedman & Company

Some private property owners may be more motivated than others to work with the City to
redevelop their sites. The motivation of private property owners, along with other factors, was
considered in selecting sites for further analysis.
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Figure 2
Land Ownership Map
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4. Market Analysis

The consultant team completed a competitive market assessment for both residential and
commercial uses. This section begins with definitions of the market areas and a demographic
overview of these market areas. Components of the residential market assessment include:

= Analysis of demographic trends relevant to for-sale and rental residential development in
the market area

= Analysis of recent residential building permit trends in Batavia and surrounding
communities

= Assessment of the re-sale market for both detached and attached residential units in the
market area

= Inventory of competitive for-sale condominium and townhome projects in market area

= Estimate of residential demand for for-sale condominium and townhome products in the
study area

= Assessment of competitive rental apartment developments in surrounding communities,
and an estimate of demand for rental apartments in the study area

Components of the retail market assessment include:

= Analysis of demographic trends relevant to potential retail development

= |nventory of downtown ground-floor businesses in the study area

= Assessment of downtown Batavia’s business mix relative to competing suburban
downtowns

= Analysis of the presence and absence of specific retail categories in the study area

= Estimate of supportable square footage of restaurant space in the study area

Conclusions based on our competitive market assessment for both residential and retail uses are
offered at the end of this section. Based upon the analysis and conclusions presented in this
section, we evaluated potential development sites downtown and ranked these sites based upon
their near-term development potential.

STUDY & MARKET AREAS

We defined the study area to be generally bounded by Madison Street to the north, the southern
extent of the Harold Hall Quarry Beach to the south, Prairie Street to the east, and Lincoln Street
to the west. This boundary roughly approximates the study area of the Downtown Batavia
Master Plan.

We defined a primary market area (PMA) and secondary market area (SMA) for the purposes of
collecting demographic data and competitive market information. The PMA is the geographic
area from which the potential redevelopment sites are likely to draw most of their market
support. The SMA is contiguous to, and generally surrounds, the PMA and represents an area
where, based on our assessments of local development patterns, the potential redevelopment sites

S. B. Friedman & Company 6 Altamanu
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could be expected to draw additional market support. Certain commercial uses, such as
restaurants, can draw customers from a larger area than the immediate local market. Similarly,
some homebuyers come from a larger area than the immediate local market.

The PMA is defined as the City of Batavia. The SMA is defined as the area within five miles of
the downtown study area. This area includes all or portions of Geneva, St. Charles, North
Aurora, and West Chicago, and is exclusive of the PMA.

Figure 3 on the following page shows the boundaries of the study area, PMA, and SMA.

MARKET AREA POPULATION TRENDS

Figure 4 presents a summary of population data from the 2000 U.S. Census and short-term
projections by Claritas, a nationally-recognized provider of demographic data, for both the PMA
and SMA.

Figure 4 - Market Area Population Trends

PMA SMA Total
1990 Population 17,818 56,186 74,004
2000 Population 23,866 73,740 97,606
2006 Estimate 27,412 89,374 116,786
2011 Projections 30,387 102,115 132,502
CAGR 1990-2000 3.0% 2.8% 2.8%
CAGR 2000-2006 2.3% 3.3% 3.0%
CAGR 2006-2011 2.1% 2.7% 2.6%

CAGR = compound annual growth rate
Source: US Census Bureau, Claritas, and S. B. Friedman & Company

As indicated, both the PMA and SMA are projected to experience steady population growth
during the next five years. The City of Batavia is expected to grow in population at a compound
annual rate of 2.1 percent from 2006 to 2011, while the SMA population (which excludes the
PMA) is expected to grow at a compound annual rate of 2.7 percent during that same time
period. It should be noted that the City’s own population estimate for 2006 is 26,121,
approximately 1,300 lower than the estimate provided by Claritas.

Residential Market Assessment

SBFCo tested the market for for-sale residential development within the study area. We assessed
the demand for residential products that could potentially be appropriate for downtown Batavia,
including multifamily condominiums, townhomes, or a combination of both types.

S. B. Friedman & Company 7 Altamanu
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KEY DEMOGRAPHIC FINDINGS

According to data from U.S. Census, Kane County was the fourth-fastest growing county in the
state from 2000 to 2005, growing at a compound annual rate of 3.6 percent, trailing only
Kendall, Will, and Boone counties. Growth in Kane County, however, has slowed during more
recent years. Between 2004 and 2005, Kane County was only the seventh-fastest growing county
in the state, growing by 2.0 percent during this time period. The residential market area (PMA
and SMA) reflects these trends, adding approximately 15,600 people from 2000 to 2006 at a
compound annual growth rate (CAGR) of 3.3 percent. According to City staff, recent population
growth is in excess of what should be expected in coming years.

We obtained household age and income data from Claritas. This data is in the form of a cross-tab
report showing the relationship between householder age and household income. This data is
useful in identifying age groups of certain income levels (age and income “cohorts”) that would
be the primary buyers of the type of for-sale multifamily housing envisioned for the study area.

Figure 5: Market Area Households by
Age & Income 2006 (2006 Dollars)
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As shown in Figure 5, in 2006, out of the estimated 40,750 households in the residential market
area, 35 to 44 year olds represent the largest age group in the market area. The 45-54 age group
of householders forms the most affluent market segment. This demographic profile of the market
area is typical of suburban locations in the metropolitan region.

Projections indicate that the market area, on average, will become older and more affluent due to
the increase in the number of middle-aged and empty-nester households with relatively high
income levels. Figure 6 shows the projected change in the number of households between 2006
and 2011 by household age and income cohorts.
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Figure 6: Change in Market Area Households by
Age & Income 2006-2011 (2006 Dollars)
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As shown in Figure 6, the 55 to 64 year old householders will experience the most growth
during the next five years, and more than 35 percent of the new households in this cohort are
projected to have incomes in excess of $100,000. The existing base of upper income-level
middle-aged householders and their continued growth during the next five years is conducive to
the development of upscale multifamily product types. Empty-nester households typically have a
preference for condominium and townhome product types because many of these households
wish to downsize to smaller units that require less maintenance.

Also, a projected addition of more than 800 senior households (over 65 years old) with incomes
of less than $50,000 during the next five years suggests that senior affordable housing could be
potentially supported in the study area. A specific assessment of the market for this type of
housing product, however, was not included in the scope of this assignment.

It is understandable that the projected decline across almost all income groups in the 35 to 44 age
group may be of some alarm, as this group typically occupies many important community
leadership roles. It should be noted, however, that this projected decline mirrors national
demographic trends. The “Baby Bust,” a period characterized generally by declining births
between 1965 and 1976, followed the “Baby Boom” that occurred between 1946 and 1964. It
can be expected then that there would be a decline in the 35 to 44 age cohort in 2011, as this
group would almost exclusively be comprised of baby busters. Furthermore, the projected
decline of approximately 540 households in the 35 to 44 age group between 2006 and 2011 only
represents about one percent of the total number of households in 2011.

COMPETITIVE MARKET CONDITIONS

In order to assess the competitive market for residential development in the study area, we
looked at recent residential building permit trends in Batavia and surrounding communities,

S. B. Friedman & Company 10 Altamanu
P.F. Blanchard



City of Batavia Final Report

evaluated data on existing homes sales in the local area, and surveyed new and active for-sale
development projects.

Recent Residential Building Permit Activity

We obtained data from the U.S. Census on recent residential building permit activity, as this data
is one indicator of new residential development activity in the local market. The Census Bureau
collects data on residential building permit activity through monthly surveys of local building
permit officials. Permits are classified into five categories: single family, two family, three and
four family, and five or more family structures. For the purposes of this analysis, we aggregated
Census data into two categories: single family and multifamily. According to the Census
Bureau’s classification system, for-sale condominium buildings are considered multifamily
structures. Townhome, rowhome, and other semi- or fully-attached units are also considered
multifamily structures unless units are separated from adjacent units by a ground-to-roof wall
and do not share heating/air-conditioning systems or inter-structural public utilities. According to
the Census Bureau, new residential construction statistics exclude group quarters, transient
accommodations, "HUD-code™ manufactured (mobile) homes, moved or relocated buildings, and
housing units created in an existing residential or non-residential structure.

Recent building permit trends in Batavia are shown in Figure 7 below. Within the City, a total of
1,021 residential building permits were issued between 2000 and 2005 (the most recent five-year
period for which complete data was available). Approximately 95 percent of these permits were
for single-family units. In the SMA?, a total of 5,943 building permits were issued during the
past six years, averaging approximately 991 permits per year. Building permits for 460
multifamily units were issued over the past six years, averaging 77 units per year.

Figure 7 - Building Permit Trends (2000-2005

Primary Market Area Secondary Market Area
Single Multi Total Single Multi Total

Year Family Family Permits Family Family Permits
2000 215 - 215 1,377 14 1,391
2001 135 - 135 1,131 122 1,253
2002 187 44 231 892 10 902
2003 189 4 193 726 203 929
2004 144 - 144 737 89 826
2005 103 - 103 620 22 642
TOTAL 973 48 1,021 5,483 460 5,943
AVERAGE 162 8 170 914 77 991

Note: PMA nad SMA are exclusive of each other
Source: U.S. Census Bureau and S. B. Friedman & Company

We also assessed residential building permit activity in Batavia relative to surrounding
communities by looking at residential building permits issued per 1,000 residents. In Batavia,
there was an average of 6.7 residential building permits issued per 1,000 residents between 2000
and 2005. Over this same period there was an average of 11.1 residential building permits issued

! For the purposes of this analysis, the SMA includes the municipalities of Geneva, St. Charles, West Chicago, and
North Aurora (not just the area within a five mile radius of the study area).
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per 1,000 residents in the SMA. In terms of multifamily permits, 0.3 permits per 1,000 residents
were issued in Batavia, compared to 0.9 permits per 1,000 residents in the SMA, indicating that
the SMA is currently outpacing Batavia in terms of multifamily development. This may also
indicate that here is an unmet demand for this type of housing in Batavia, forcing potential
condominium and townhome buyers—who otherwise might choose to live in Batavia—into
surrounding communities.

Existing Home Sales

We obtained sales data from the Multiple Listing Service (MLS) for existing unit sales of
detached and attached homes for the period between June 2005 and June 2006 in both the PMA
and SMAZ?. The MLS definition of attached homes includes product types such as condos,
townhomes, and duplexes. MLS-defined detached units are generally analogous with the Census
Bureau’s “single family” classification while MLS-defined attached units are generally
analogous with the Census Bureau’s “multifamily” classification.

MLS data typically consists of home sales that are handled by Realtors, and are primarily re-
sales of existing homes. However, new and rehabilitated units listed through brokers are
sometimes listed through MLS. Figure 8 on the following page summarizes MLS data for the
City of Batavia and for the SMA. In analyzing the MLS data, particular focus was placed on
homes in the top decile (or top 10 percent) of sales price to test potential price levels for new
construction. In addition, since many potential buyers of condominiums and townhomes would
be moving out of existing detached homes, the price level and selling time of detached homes
will affect their ability to purchase new condominium and townhome units, such as those
envisioned for the study area.

The following summarizes our findings:

= The market for existing single-family detached homes is fairly large in the City and the
SMA. Approximately 359 homes were sold in Batavia during the last twelve months; 77
percent of these sales (or 276 homes) were single-family detached homes. In the SMA,
detached home sales and attached homes sales were split similarly—a total of 1,393
detached homes and 237 attached homes were sold during the past twelve months.

= |n Batavia, the top 10 percent of detached homes sold for approximately $545,000 and
more. In the SMA, the top 10 percent of detached homes sold for approximately
$605,000 and more.

= |n Batavia, the top 10 percent of attached homes sold at a price of about $332,000 and
more. In the SMA, the top ten percent of attached homes sold at a price of about
$307,000 and more. Based on approximate square footage data from the MLS, these price
points both roughly equate to $200 per square foot. As previously indicated, this measure
is helpful in determining potential price levels for a new construction attached product.

2 For the purposes of this analysis, the SMA includes the municipalities of Geneva, St. Charles, West Chicago, and

North Aurora (not just the area within a five mile radius of the study area).
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= Once on the market, the time for units to sell was moderate. We typically look at the
median market time as an indicator of the resale market, as the median market time is
largely unaffected by outlier sales (i.e., sales with market times that may be though of as
atypical—either extremely short or long periods of time spent of the market). Attached
units have sold at a faster pace than detached units in Batavia, with a median market time
of 46 days on the market versus 62 days for attached units. In the SMA, the median
market time for attached units was 55 days while detached units spent approximately 74
days on the market. The median market times show a moderate demand for housing, and
suggest that potential buyers should be able to sell their homes within a reasonable period
of time if these trends continue.

Figure 8 - Existing Home Sales Summary (June 2005 to June 2006)

PMA SMA
Detached Attached Detached Attached
Closed Sales 276 83 1,393 237
Average Price $ 353958 |$ 234,131|% 380,888 | $ 217,359
Median Price $ 320,000 | $ 219,900 | $ 338,000 | $ 201,000
Top Price Decile $ 545450 | $ 331,600 $ 605000 | $ 307,200
Median Market Time (days) 62 46 74 55

Source: MLS and S. B. Friedman & Company

Competitive Residential Developments

Figures 9 and 10 show 12 multifamily projects in the market area. Three of these projects
consisted of only condominium units, and six consisted of only townhome units. Overall, our
survey included more than 800 residential units that are either recently developed, currently
being developed, or are planned. A vast majority of these units—663 units, or approximately 80
percent—are townhome units. We collected information on sales prices through interviews with
developers, supplemented by actual sales data from township assessor’s offices where available.
Condominium units averaged sales prices of approximately $200 per square foot, and townhome
units averaged approximately $175 per square foot. Unit prices, or “chunk” prices, averaged
approximately $300,000 for condominium units and approximately $350,000 for townhome
units. We also collected information on the monthly absorption of units through interviews with
developers. Based on this information, condominium projects experienced average absorption
rates of 1.3 units per month while townhomes experienced average absorption rates of 1.4 units
per month.

FOR-SALE RESIDENTIAL DEMAND ESTIMATE

To estimate the potential future demand for condominiums and townhomes within the market
area (PMA and SMA), we analyzed projected growth in age and income cohorts that are the
most likely to choose this type of housing. Age, income, and propensity to move are the three
key factors in estimating future demand for for-sale housing. The following summarizes our
methodology.

Altamanu
P.F. Blanchard
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1. Estimate Target Pricing Levels. Based on our inventory of competitive for-sale
condominium and townhome projects in the market area, as well as our analysis of the top 10
percent of re-sales of attached units, we assumed average “chunk” prices for condominiums
of $300,000, and $350,000 for townhomes.

2. Select Eligible Pool of Households. Once the pricing levels of potential condominium and
townhome products in the study area were determined, we identified a pool of eligible
households based on three key factors: householder age, household income, and the
householder’s propensity to move.

Age of Householder. For the purposes of this analysis, we assumed that certain age
groups would be included in the primary potential pool of buyers of condominium and
townhome products in the study area. Condominiums tend to attract younger, first-time
buyers in their pre- or early-family years, as well as empty nesters looking to downsize.
In light of this, we only included householders under 35 and over 55 in our potential pool
of buyers of condominiums. Townhomes also tend to attract the same under-35 group
that condominiums appeal to. However, the larger average unit sizes do not particularly
appeal to older, empty-nester households that are looking to downsize. In light of this, we
only included householders under 45 in the potential pool of townhome buyers.

Household Income. We established a threshold of income eligibility to select a pool of
households that could potentially afford to purchase condominium and townhome units at
the target pricing levels described above. We assumed that the affordability level for
households based on this projected pricing level is approximately 30 percent of income.
Housing costs for households were estimated based on estimated mortgage payments for
units at current interest rates and estimated real estate taxes and association fees.

Based on this eligibility threshold, the pool of eligible households in the market area for
condominiums was determined to be those earning at least $100,000, and $125,000 for
townhomes. Many households in the higher income cohorts would be “overqualified” to
purchase units at the target pricing levels. However, we have included these households
in our analysis, as some higher earning households may prefer a smaller mortgage
payment to have more income available for entertainment or other purposes. Likewise,
we have also included householders under 25 years of age who are just under the income
eligibility thresholds, assuming that these buyers may stretch their incomes or receive
help from family, as most of these purchases are made by first-time home buyers.

Propensity to Move. We estimated the propensity to move using household age and
income data from the U.S. Census. This data was used to determine the number of
households from the initial pool of eligible buyers that would be moving per year (and
thus buying a new home). We used the percentage of households that move annually
within a county as a proxy for propensity to move within the market area. We only
looked at the propensity to move for qualified income groups by age already living in an
owner-occupied unit, with the exception of the under 25 age group. The under 25 age
group tends to have a similar propensity to move across all income levels.

S. B. Friedman & Company 16 Altamanu
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3. Determine Capture Rate. Applying projected capture rates produces the estimated number
of buyers per year in the study area for each product type. The monthly absorption rates
implied by this base demand estimate are fairly similar to the average per-project absorption
rates in the market area for equivalent product types (i.e., condominiums and townhomes).
This reflects the rate at which the housing product in the study area could absorb at if it
captured its “fair share” of the local housing market.

Our analysis indicates that, overall, condominiums could be expected to absorb at a rate of
approximately 2.1 units per month.  Townhomes could be expected to absorb at a rate of
approximately 1.7 units per month. These estimated absorption rates reflect a product that falls in
the range of what we have observed in the local market (see “Competitive Residential
Developments” above); prices that are lower than typical for the market or are significantly
higher (for exclusive high-end units) could result in different absorption rates. Also, the actual
absorption of any residential product type will depend on individual unit pricing, unit sizes and
features, amenities, and marketing programs. The detailed analysis is shown below in Figure 11.

Figure 11 - Estimated Residential Demand

HHs Eligible % Moving Potential Estimated Estimated
in 2011 Annually Annual Capture Annual Monthly
[1] [2] Moves Rate Buyers Absorption

Condominiums
<25 [3] 233 33.3% 78 5.0% 3.9 0.3
25-34 [4] 1,631 10.9% 178 7.5% 13.4 1.1
55-64 [4] 3,106 2.7% 85 7.5% 6.4 0.5
65+ [4] 1,061 1.2% 13 7.5% 1.0 0.1
Total 6,032 5.9% 354 7.0% 24.6 2.1
Townhomes
<25 [3] 107 33.3% 36 5.0% 1.8 0.1
25-34 [4] 806 10.9% 88 7.5% 6.6 0.6
35-44 [4] 2,291 5.2% 118 10.0% 11.8 1.0
Total 3,204 7.6% 242 8.4% 20.2 1.7

[1] Eligible households require minimum household incomes of $100K for condominiums and $125K for townhomes in 2006 dollars; <25 households
include some households under eligibilty threshold

[2] Households moving per year to a residence in the same county
[3] Mobility rate used for households occupying a rental unit

[4] Mobility rate used for all households at this income level
Source: Claritas, U.S. Census Bureau, S. B. Friedman & Company

RENTAL HOUSING ASSESSMENT

We obtained data regarding a profile of renters in the market area from the U.S. Census,
prepared an inventory of higher-end rental apartment projects in surrounding communities
through field surveys and interviews, and estimated the demand potential for market-rate rental
housing on demographic trends in the market area and an analysis of household mobility.

Key Demographic Findings

We obtained data from Claritas on the householder age profile of renters for both Batavia and the
SMA. Figure 12 below summarizes this data.
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Figure 12 - Renter Household Profile

PMA SMA Total
Under 25 167 8.8% 621 9.9% 788 9.7%
25-34 435 23.0% 1,820 29.1% 2,255 27.7%
35-44 361 19.1% 1,555 24.9% 1,916 23.6%
45-54 236 12.5% 1,054 16.9% 1,290 15.9%
55-64 134 7.1% 462 7.4% 596 7.3%
Over 65 555 29.4% 735 11.8% 1,290 15.9%
Total 1,888 | 100.0% 6,247 100.0% 8,135 100.0%

Note: The PMA and SMA are exclusive of each other
Source: Claritas and S. B. Friedman & Company

According to this data, the largest group of renters in Batavia is the over 65 age group, followed
closely by the 25 to 34 age group. The SMA, however, follows a more common pattern, with the
largest group of renters belonging to the 25 to 34 age group.

Rental Housing Characteristics

Based on data from the U.S. Census, approximately 22 percent of housing units in Batavia (the
PMA) are renter occupied, compared to approximately 24 percent of housing units in the SMA.
In total, approximately 1,900 of Batavia’s total of approximately 8,500 occupied housing units
are rental units. According to City staff, many of Batavia’s rental units, particularly in the
neighborhoods that surround downtown, are single family detached-housing units. Staff pointed
out that there is a lack of a multifamily market rate rental product near downtown, and that this
may be affecting the attractiveness of the downtown area to younger people.

Rental Market Conditions

We collected data on eight comparable rental apartment complexes (including some complexes
outside of the primary and secondary market areas previously defined), focusing on higher-end
complexes in the local area. The full inventory is shown in Figure 13 and mapped in Figure 14.
Average rents for the most common unit types—one-bedroom/one-bath and two-bedroom/two-
bath—are $920 and $1,120 respectively. We also found that the average size is approximately
820 square feet for one-bedroom/one-bath units, and 1,070 square feet for two-bedroom/two-
bath units. All of the developments surveyed were rather large (more than 200 units), and most
had amenities such as a fitness room, pool, air conditioning, dishwasher, and in-unit washer and
dryer, usually found in upscale apartment complexes. We were only able to obtain limited data
on vacancy for rental projects. Many of the property managers that we interviewed were hesitant
to release this information to us. The developments we did receive data for indicated vacancy
rates of 1.0 percent or less, indicating a healthy rental market.

Market Rate Rental Housing Demand

The projected growth in younger householders (under 35) and the existing base of aging lower-
to middle-income senior householders (over 65) could fuel demand for rental housing in the

S. B. Friedman & Company 18 Altamanu
P.F. Blanchard



City of Batavia Final Report

study area. Rental housing provides a housing option for householders who are unable to afford a
down payment or mortgage payments, or who prefer the flexibility a lease provides. This is
particularly true of younger households who are just starting out on their own and are often
exploring career options in various locations. Rental units are also appealing to aging
householders who either cannot afford for-sale units or prefer to avoid the responsibility of
homeownership.

Like the demand for for-sale residential housing, rental housing demand is also based on
household age, income, and propensity to move. As shown in Figure 15 below, rental housing
demand potential was calculated using a methodology similar to that used for calculating for-sale
residential demand. The eligible income limit was determined to be householders earning
$40,000 or more based on a minimum rent of $1,000 for a one-bedroom unit. Based on 2000
U.S. Census data on tenure by household income, approximately 21 percent of households
earning $40,000 or more rented the residential unit in which they lived.

Based on this demand analysis, it is estimated that there will be a pool of approximately 1,200
potential renters in the market area annually based on household mobility within the market area.
Much of this rental demand may be absorbed by existing rental vacancies in the market area or
by individual landlords that purchase for-sale residential products as investment properties. As
mentioned previously, although rental projects in the local market tend to be larger, a niche
opportunity may exist for a smaller-scale project that offers amenities unique to a downtown
location.

Figure 15 - Estimated Rental Demand

HHs Eligible % Moving Annual % of HHS Estimated

in 2011 Annually Moves Renting Annual

[1] [2] [3] [4] Renters
<25 1,120 29.8% 334 83.3% 278
25-34 6,071 17.6% 1,067 38.7% 413
35-44 8,681 12.0% 1,042 19.1% 199
45-64 17,621 9.5% 1,674 15.6% 261
65+ 4,643 4.5% 210 23.2% 49
Total 38,136 11.3% 4,326 27.7% 1,200

[1] Eligible households require minimum household incomes of $40K in 2006 dollars
[2] Households moving per year to a residence in the same county; mobility rate used for households occupying a rental unit
[3] Annual moves based on elgible households, propensity to move
[4] Percentage of households currently renting market area by age of householder
Source: Claritas, U.S. Census Bureau, S. B. Friedman & Company
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Commercial Market Potential

The consultant team assessed the potential for retail and service uses in the study area by
examining its existing commercial mix and considering competitive retail market conditions in
the PMA and SMA.

KEY DEMOGRAPHIC FINDINGS

According to projections by Claritas, in 2006, Batavia had a population of approximately 27,400
and about 9,600 total households, with a median household income of approximately $69,200.
Population growth over the past decade has been comparable to that of surrounding
communities. The SMA (inclusive of the PMA) had a total population of about 116,800 and
40,753 households. The median income of the SMA was approximately $65,500.

DOWNTOWN BUSINESS INVENTORY

The consultant team completed a detailed inventory of the types of businesses located within the
study area. Figure 16 below summarizes the mix of businesses found in the study area by
number of businesses. Many of the existing retail spaces in the downtown area are obsolete in
terms of property sizes and floor configurations. This is an issue that should be addressed when
considering the retail potential of the study area, and underscores the importance of a land
assemblage strategy.

Figure 16 - Summary of Batavia Business Categories

Business Categories Number Percent
Auto Oriented 8 3.3%
Entertainment 4 1.7%
Food/Liquor 9 3.7%
Personal Service 34 14.1%
Professional Service 115 47.7%
Public Use 8 3.3%
Restaurants 25 10.4%
Retail 31 12.9%
Schools 7 2.9%
Total 241 100.0%

Source: P F Blanchard and Batavia Main Street Program

It should be noted that this inventory includes all business in the study area, not just ground-floor
store fronts.

DOWNTOWN BATAVIA COMPARED TO COMPETING DOWNTOWNS

Figure 17 on the following page compares the business mix (ground-floor storefronts only) of
downtown Batavia with adjacent competing downtown areas of Geneva, St. Charles, and West
Chicago. All four downtowns had a similar number of storefronts, ranging from 108 to 127. In
terms of overall mix of businesses, West Chicago is most similar to Batavia. Geneva and St.
Charles show a significantly higher percentage of retail storefronts, at 59 and 39 percent of total
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storefronts, respectively. West Chicago’s core downtown exhibits the highest percentage of
storefronts devoted to personal/household and professional services at approximately 44 percent.
Downtown Batavia has nearly as many storefronts devoted to service uses at approximately 40
percent. Geneva and St. Charles, however, only have 13 and 24 percent of storefronts devoted to
service uses, respectively. Overall, Geneva and St. Charles show a higher level of destination-
oriented uses, such as retail stores, bakeries, fine dining, bar-and-grill style restaurants, coffee
houses, and entertainment uses.

Figure 17 - Competitive Downtown Inventory by Storefront Category

Batavia Geneva St. Charles West Chicago
Number | Percent | Number | Percent Number | Percent | Number | Percent
Auto-Oriented Uses 1 0.9% 1 0.8% 1 0.8% 3 2.7%
Bars & Restaurants 16 14.8% 20 16.9% 23 18.1% 9 8.2%
Cultural/Institutional 3 2.8% 2 1.7% 2 1.6% 5 4.5%
Entertainment/Recreation - 0.0% 1 0.8% 1 0.8% 2 1.8%
Food & Liquor Stores 4 3.7% 3 2.5% 5 3.9% 4 3.6%
Hotel/Motel - 0.0% - 0.0% 1 0.8% - 0.0%
Industrial/Warehouse 2 1.9% - 0.0% - 0.0% 3 2.7%
Office Space 6 5.6% 1 0.8% 3 2.4% 2 1.8%
Personal/Household Services 26 24.1% 10 8.5% 14 11.0% 19 17.3%
Professional/Financial Services 17 15.7% 5 4.2% 16 12.6% 29 26.4%
Public Uses 4 3.7% 2 1.7% 1 0.8% 6 5.5%
Retail Stores 23 21.3% 69 58.5% 50 39.4% 19 17.3%
Vacant Storefront/Business 6 5.6% 4 3.4% 10 7.9% 9 8.2%
TOTAL 108 100.0% 118 100.0% 127 100.0% 110 100.0%

Source: S. B. Friedman & Company

COMPETITIVE SHOPPING CENTER INVENTORY

SBFCo inventoried 81 shopping centers in Batavia and the surrounding area, relying on a
combination of field observations and published data sources to obtain information on gross
leasable areas (GLA), age of center, occupancy rates, net lease rates, and anchor tenants. In some
cases, information was not available. The average GLA for shopping centers included in our
survey was approximately 98,000 square feet. Approximately a quarter of these centers opened
during the past six years. The average occupancy rate of the surveyed floor space was
approximately 88 percent. Lease rates in the competitive shopping centers for which there were
data depended on location and type of shopping center. Net lease rates ranged from $7.00 to
$36.00 per square foot. The average net lease rate for all of the shopping centers inventoried for
which data was available was approximately $17.00 per square foot. According to local brokers,
net lease rates in downtown Batavia average about $10.00 per square foot compared to up to
$30.00 per square foot in shopping centers along Randall Road. Figure 18 on the following page
lists the shopping centers inventoried. Figure 19 on page 25 shows the location of these
shopping centers.
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PRESENCE/ABSENCE ANALYSIS

With the exception of restaurants which, particularly during summer months, appear to draw
diners from a broad region, shops and services in downtown Batavia primarily serve a local,
almost exclusively neighborhood, shopping function. Therefore, we assessed the presence and
absence of retail store types in the study area based on the most common tenants and anchors
found in neighborhood- and community-level shopping centers. Data was gathered from Dollars
& Cents of Shopping Centers: 2004, published by the Urban Land Institute (ULI).

While this analysis of tenant mix generally reflects the same patterns identified when comparing
the study area to other suburban downtowns, it also highlights some specific uses that are
missing as compared to neighborhood- and community-level shopping centers. Some of the
common uses currently absent from the study area include specialty food stores (e.g.,
meat/poultry/fish, fruits and vegetables, and health food stores), a post office, apparel stores,
book stores, boutique retail stores (e.g., toys and games, jewelry, and stationary/gifts), and
sporting goods/equipment stores. The study area’s lack of a post office, book store, and a
sporting goods/equipment store was brought up a number of times at the focus groups. The
absence of these types of businesses is possibly limiting the attractiveness of downtown Batavia
as a destination shopping location. A summary of the key business gaps in the study area
compared to typical neighborhood- and community-level shopping centers is included in Figure
20 on the following pages.
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RESTAURANT POTENTIAL

As previously discussed, shops and services in downtown Batavia primarily serve local residents
and employees who work in or near downtown. Restaurants are a noted exception and appear to
draw diners from a broad region. While we can estimate local “leakage” (spending by local
residents on eating and dining out that is not being captured by local restaurants), it is difficult to
estimate additional spending by non-residents which might be captured by new restaurants in
downtown Batavia. For this reason, we also include in our analysis a comparison of downtown
Batavia with similar (though not identical) destination dining districts in downtown St. Charles
and downtown Geneva. Specifically, we compare the business mix and overall proportion and
types of restaurants in the three downtown areas in order to gauge the existing and potential
performance of downtown Batavia as a dining destination.

To estimate the local “leakage,” we compared sales at drinking and eating establishments in
Batavia with total expenditures by Batavia households. This leakage represents money spent by
local residents on drinking and eating out that is not being “captured” locally

We obtained 2005 sales data by store category for the City of Batavia from the Illinois
Department of Revenue. According to these data, customers spent approximately $40.1 million
in 2005 at drinking and eating establishments in Batavia. Claritas estimated that Batavia
residents spent approximately $45.5 million at eating and drinking establishments in and outside
of Batavia in 2006. The local leakage for eating and drinking establishments, therefore, is $45.5
million less $40.1 million, or approximately $5.4 million.

We then used data from the 2002 Economic Census to estimate the portion of the local leakage
that is spent at full service restaurants outside of Batavia (versus other eating and drinking
establishments). According to these data, approximately 48 percent of expenditures at drinking
and eating establishments in Batavia are made at full service restaurants. Assuming this same
ratio applies to the total leakage of expenditures by Batavia residents for food and drink away
from home, we estimate the total 2005 leakage for expenditures at full service restaurants to be
approximately $2.6 million (48 percent of $5.4 million).

If we assume that a typical restaurant needs to achieve approximately $425 in sales per square
foot of building area to be successful, and that downtown Batavia could potentially capture much
of the estimated leakage, we find that the downtown area could potentially support an estimated
6,100 square feet of full-service restaurant space ($2.6 million + $425 per square foot). We
believe this is a conservative estimate because it does not include potential expenditures that new
restaurants in downtown Batavia might capture from non-resident visitors to downtown®.

® While it is expected that Batavia residents will dine at restaurants outside of Batavia, it is also assumed that
Batavia is now and will continue to be a dining destination which serves not only local residents, but also employees
who work in and near downtown and which, particularly during summer months, draws diners from a broad region.
Our analysis assumes full capture of expenditures by local residents, which does not account for money Batavia
residents spend at restaurants outside the city. However, it is reasonable to assume that this under-counting is more
than compensated for by potential expenditures at Batavia restaurants by non-residents.
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If we assume that a typical downtown restaurant is approximately 3,000 to 5,000 square feet in
size, there appears to be potential to support one to two additional restaurants within the
downtown area. Based on consumer expenditure projections from Claritas, the supportable
square footage of restaurants in the downtown could potentially double by 2011.

Finally, we compared the business mix of downtown Batavia with the downtowns of St. Charles
and Geneva. As indicated in Figure 17 on page 23, Batavia has a slightly lower percentage of
bars and restaurants (14.8 percent of total storefronts) as compared to Geneva (16.9 percent) and
St. Charles (18.1 percent). In addition, Geneva and St. Charles offer fine dining and more bar-
and-grill style restaurants. This may indicate an opportunity for Batavia to add a fine dining
restaurant and/or a bar-and-grill style restaurant to its business mix.

Office Market

We interviewed local brokers to understand current office market conditions in downtown
Batavia. According to these brokers, the downtown office market is primarily geared towards
smaller users that are looking for lower lease rates and smaller spaces. Although we do not have
complete occupancy data for the study area, brokers have indicated that maintaining decent
occupancy levels may be an issue for existing office space and that future market demand may
be limited.

One broker quoted average gross lease rates of around $12.00 to $13.00 per square foot for office
space in downtown Batavia compared to $17.00 to $20.00 net lease rates in downtown St.
Charles. Lower lease rates coupled with the difficulty in marketing smaller, more obsolete office
spaces may make it difficult to consider office uses as a financially feasible redevelopment
option for the private market.

We also toured the Challenge Factory site which has been partially redeveloped as office space.
According to the property manager, approximately half of the 140,000 square foot property is
leased to office users. The balance of the property’s floor space has not been redeveloped as
office space yet. Gross lease rates for space in the Challenge Factory site average about $16.00
per square foot. Tenants are attracted to the property because of its unique and historic facilities
and its riverfront location. An office redevelopment scenario further utilizing existing buildings
on the site would need to capitalize on this type of feature. A program to attract and retain the
type of tenants currently occupying office space in the downtown study area may be necessary as
well.

Conclusions
FOR-SALE RESIDENTIAL POTENTIAL

Population growth in Batavia during the past decade has been significant, fueled largely by
single family housing development around the City’s edges. According to City staff, these
growth patterns will likely not continue. The projected growth, however, of certain age and
income cohorts (such as higher income empty nesters), may be favorable to multifamily
development in a downtown setting such as that of the study area. Empty-nester households
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typically prefer multifamily product types because many of these households wish to downsize
to smaller units while still remaining in the community.

Using demographic data and information gathered in our inventory of competitive condominium
and townhome projects, we were able to estimate the potential demand for multifamily housing
in the study area. Our assessment of competitive multifamily projects (as well as re-sale data
from the MLS) indicates target pricing levels of $300,000 for condominium units and $350,000
for townhome units. These units should average approximately 1,500 square feet for
condominium units and 2,000 square feet for townhomes.

Overall, our analysis indicates that there is market potential for approximately 125 condominium
units and 100 townhome units over the next five years in the study area based on demographic
trends and Batavia’s competitive market position.

RENTAL APARTMENT POTENTIAL

We also conducted an assessment of the rental apartment market and estimated the potential
demand for upscale rental apartments. We surveyed eight rental apartment projects in
surrounding communities. We focused on newer projects with monthly rents in the $1,000 to
$1,200 range for a two bedroom/two bathroom units. Most of these projects were larger in scale,
averaging around 200 units per complex.

The competitive inventory helped us assess potential rent levels for the study area. Based on
average rent levels gathered from the competitive inventory, we projected the potential demand
for rental units using household age and income data, similar to the methodology used for our
projection of for-sale demand. This projection of demand indicates an annual market of
approximately 1,200 qualified renters in the market area.

RETAIL POTENTIAL

Based on our inventory of downtown businesses, Batavia lacks the retail storefronts found in
Geneva and St. Charles. However, downtown Batavia is keeping pace with these cities in terms
of number of restaurants. Although Batavia has a number of eating and dining establishments,
the quality is below that of those found in Geneva and St. Charles. Distinctly missing in the
study area are fine dining or upscale dining options. The ability to support a wide range of other
retail uses is dependant upon first attracting traffic-generating uses that bring people into the
downtown, such as restaurants. Our capture analysis for a restaurant/bar combination indicates
that one to two additional restaurants could be supported in the downtown study area.

Proximity to the Randall Road corridor limits the potential for certain retail uses currently absent
in the downtown. Larger format stores draw from a wider area, often making it difficult for
smaller scale competitors to operate, such as those that would locate in a downtown suburban
environment. Niche opportunities, however, may exist for uses that can capitalize on the
downtown environment (i.e., the river, bike paths, walking scale, historic architecture,
restaurants and bars, public gathering spaces, etc.) that are not present in the larger commercial
corridors. Uses identified as absent in our analysis, and that present niche opportunities, include
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smaller retail shops and more upscale dining options. Seasonal business opportunities should
also be considered, such as a bike/water-sports store. (We do, however, recognize that this type
of business has been attempted in the downtown area, but faired poorly in the off-season.)

OFFICE POTENTIAL

Based on interviews with local brokers and information gathered from the public input process,
we believe that there may be limited market support for office uses in the study area. Adaptive
reuse of existing industrial buildings in the study area has been met with moderate success based
on occupancy and rent information we received from local brokers.
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5. Code Evaluation

Developing concept plans for selected downtown sites allowed us to begin to identify the types
of code revisions which will likely be needed to facilitate the type of development desired for
downtown. Specific regulatory issues related to the zoning code and building code are presented
in this section.

Revisions to the Zoning Code

By testing the proposed concept plans against existing zoning code regulations, we identified
several obstacles to achieving the type of mixed-use, pedestrian- friendly development which is
appropriate for downtown and consistent with City goals. The following changes to existing
zoning regulations should be considered:

PARKING

To create a pedestrian-oriented downtown, appropriate parking ratios and shared parking should
be promoted. A typical retail parking ratio is 4 spaces per 1,000 square feet with downward
adjustments in mixed-use areas. Time-of-day use complementarities are also usually accounted
for in parking requirements. Restaurant parking often requires 10 spaces per 1,000 square feet
but often peaks at night for sit-down restaurants. This need is often met through shared use of
spaces used primarily for daytime uses.

Therefore, full parking for retail, restaurant, and other commercial uses does not need to be
provided on-site, but adequate parking should be available to serve the mixture of uses within
each “subarea” of downtown. Condominiums and townhomes in a non-transit-oriented
environment should provide full parking on-site.

DENSITY/SCALE

Within the B2 zoning district, density and scale of development are regulated primarily through
restrictions on lot area per dwelling unit, FAR, and setback requirements. Revisions to all three
standards would be needed to permit the scale and density of development proposed in the
concept plans.

GROUND-FLOOR RESIDENTIAL

In addition to modifying the B2 zoning district, a new downtown zoning district should be
created with the same standards outlined above, but which also permits ground-floor residential
development in selected locations that are not suitable for retail and people-generating service
uses. This new “B2-Residential” zoning district could then be used for sites where higher
density, residential-only development is appropriate.
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FORM-BASED CODE

The City may also wish to explore modern techniques to regulate development and land use.
One option is a form-based code which emphasizes physical development controls, as well as
land use controls, to achieve the type of development desired.

Revisions to the Building Code

During the interviews and focus group discussions conducted in conjunction with this study,
concerns were raised related to the cost of complying with City requirements for fire separation
between residential units. A memorandum outlining our analysis related to this issue is included
in Appendix C of this report. As indicated, based upon our analysis we conclude that:

= The City’s current masonry separation requirement, combined with the current
requirement to wrap 80 percent of the building exterior in brick veneer, significantly
affects construction costs for multifamily buildings, and

= The pricing levels required to support masonry separation and an 80 percent exterior
wrap of brick veneer appear to exceed the pricing levels that the local market can
reasonably support.

Without changes to the current regulations, therefore, additional public subsidy will likely be
required to enable the private market to deliver quality multifamily development in downtown
Batavia that is priced competitively. While safety should not be compromised, there may be
more cost-effective methods to achieve proper fire safety. We understand this matter is currently
under consideration by the City.
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6. Downtown Development Tool Kit

The section presents a summary of key financing tools, regulatory tools, and other programs
which may be utilized to implement the recommendations in this report.

Financing Sources

Recommended projects and improvements may require financial assistance to be implemented.
Three available financing sources are Tax Increment Financing, Special Service Areas, and
Business District programs.

TAX INCREMENT FINANCING (TIF)

Tax Increment Financing (TIF) is a program that allocates future increases in property taxes from
a designated area to pay for improvements only within that area. Under TIF, the increases in
taxes from new development and redevelopment of existing structures, or increases in taxes due
to equalization or rate changes are all allocated to the City. The other districts continue to share
the taxes that were being paid prior to creation of the district. All properties in the district are
assessed in the same manner as all other properties and are taxed at the same rate. TIF is not an
increase in taxes; it is only a re-allocation of how taxes are used. Increases in property taxes are
due to reassessment and rate increases, not TIF.

There are three general categories of activities that may be supported by tax increment funds
under the provisions of the TIF law:

1. Public Improvements
= Provision or rehabilitation of public improvements and facilities,
= Streets,
= Streetscaping,
= Other infrastructure, and
= Parking.

2. Development/Redevelopment/Rehabilitation Activities

= Assembly and acquisition of sites, demolition, and site preparation including engineered
barriers addressing ground-level (or below) contamination,

= Rehabilitation, reconstruction, repair, or remodeling of existing public or private
buildings or fixtures,

= Relocation costs to the extent that a municipality determines that relocation costs shall be
paid or is required to make payment of relocation costs by Federal or State law,

=  Environmental remediation,
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= |Interest costs incurred related to the construction, renovation, or rehabilitation of a
redevelopment project (generally up to 30 percent of interest, but up to 75 percent of
interest costs incurred for rehabilitated or new housing units for low- and very low-
income households), and

= Costs of the construction of low income housing (up to 50 percent).

3. Administrative Support and Financing
= Job training, “Welfare to Work,” and related educational programs;

= Costs of studies, surveys, development of plans and specifications, implementation, and
administration of the Redevelopment Plan;

= Financing costs related to the issuance of obligations; and
= Payments in lieu of taxes.

TIF is one of the few funding mechanisms available to local governments and has proven to be
very effective in spurring redevelopment and public improvements within communities. Each of
the three catalytic sites identified is located within an existing TIF district.

SPECIAL SERVICE AREAS (SSA)

A special service area (SSA) is a taxing mechanism that can be used to fund a wide range of
special or additional services and/or physical improvements in a defined geographic area within
a municipality or jurisdiction. This type of district allows local governments to establish such
areas without incurring debt or levying a tax on the entire municipality. In short, an SSA allows
local governments to tax for and deliver services to limited geographic areas within their
jurisdictions.

SSAs are a unique financing tool that can be used to support and implement a wide array of
services, physical improvements, and other activities. Batavia has successfully utilized this tool
in the past to fund the construction of public parking downtown and to support Batavia Main
Street. Among the list of common services and activities provided by SSAs are the following:

1. Infrastructure Improvements
= Streetscaping/landscaping
= Lighting
= Benches
= Trash receptacles
= Alley repaving
= Curbs
= Sidewalk paving
= Street improvements
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= Storm sewers
= Sanitary sewers
= Parking lots or garages

2. Land and Building Improvements
= Redevelopment
= Storefront improvements, grants, or loans
= Interior rehab/build-out assistance

3. Support Services
= Marketing
= Special events
= Seasonal decorations
= Promotion/advertising
= Tenant search/leasing support
= Transportation (e.g., trolley)
= |mproved snow and trash removal services
= Security improvements/services
= |mproved parking enforcement services
= Maintenance staff/activities
= Planning/marketing consulting
= Program administration
=  Membership services
= Public relations activities
= Store window display assistance

The steps in creating an SSA are not overly complex. However, success depends largely on
obtaining the support of property owners and tax payers in the SSA.

THE ILLINOIS BUSINESS DISTRICT PROGRAM

Through this program, a municipality can levy additional sales taxes in a designated area to pay
the cost of activities stated in a Business District Development or Redevelopment Plan. The
municipality must make a formal finding that the area is a blighted area, has not been subject to
growth, and includes “but for” findings similar to those required for TIF designation. If the
Business District is to be overlaid on all or part of a TIF district, and the TIF district was already
declared a “Blighted Area” the original Eligibility Analysis may meet this requirement even
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though the definitions for a blighted area are not the same. (This issue is being further studied by
redevelopment attorneys.) The area must also be contiguous and include only parcels that
benefit from the Plan.

The program provides a municipality with powers similar to those provided by the TIF Act,
including the ability to solicit and approve proposals for development, use eminent domain,
acquire and dispose of property, and issue bonds or otherwise incur debt to carry out the Plan.
The program also allows a municipality to impose a retail sales tax of up to one percent to pay
for project costs (though certain items, such as prescription drugs, are exempt from the additional
tax).

This tool can be used to: (1) supplement TIF revenues where they are not sufficient to cover the
project costs, (2) reduce reliance on TIF revenues and thereby shorten the TIF financing period,
or (3) provide an alternative to the establishment of a TIF district where the project cost gap is
relatively small, and the simplicity and speed with which these mechanisms can be put in place is
an advantage.

Soliciting Developers through the RFQ/RFP Process

Municipalities often solicit developers through the Request for Qualifications/Proposals (RFQ/P)
process. As indicated in the action plans for the selected key sites, this process may also be used
in a public/private partnership with owners of the key sites. The RFQ/P process typically
involves the following steps:

= Refine the concept plan for specific site(s) and draft development guidelines.
= Determine developer strategy and identify developers.

= Prepare prospectus for developers.

= Contact and solicit developers.

= Review developer proposals/capabilities and recommend a developer for negotiation (this
may be a two-step process of initial review of qualifications followed by specific
proposals).

= Select a developer.

= Negotiate redevelopment agreement and development details (usually a Planned
Development).

= Complete detailed planning for the site and permit review; complete private financing.
= Confirm financing of public sector portions.

= Break ground for construction.

= Oversee construction and disbursement of funds

The chart on the following page summarizes this process.

S. B. Friedman & Company 38 Altamanu
P.F. Blanchard



City of Batavia Final Report

s N\ s N\ s N\
1. Prepare Site »| 2. Address Development > % grel;;_re léequestdfur
Development Program Readiness of Site R
Proposals
\ J \ J \ J
s N s N s N
4. Review 5. SolicitReceive
(Qualifications, and * Proposals from Short * 6. Evaluate Proposals
Determine Short List List
\ J \ J \ J
s N\ s N\ s N\
7. Conduct Interviews o & Condﬁ;ﬁ;ﬁ(j;;nmumty » 9. Make Selection
\ J \ J \ J
s N\
10. Negotiate
Redevelopment
Agreement
\ J

Regulatory Tools

Zoning, building, and other municipal codes can be used to regulate development to ensure that
the scale, style, and character of new development is appropriate for the downtown. It is
important to ensure that municipal regulations do indeed promote the type of development
desired, and do not present obstacles to development. (As indicated in Section 5 of this report,
changes to key regulations of the zoning and building code are needed to facilitate the type of
development proposed in the concept plans for the selected sites.)

Design guidelines may also be established to achieve specific public objectives (such as
maximizing visual and physical connections to the river).
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