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Milwaukee Road to

‘By Thomas W. Still
"Of The State Journal

.. The Milwaukee Road will sell its

-depot and about 25 surplus acrés
along West Washington Avenue in
downtown Madison, a Spokesman for
-the  Chicago-based railroad said
Wednesday.

Richard Ogilvie, former Nlinois
-governor and trustee for the bankrupt
‘carrier, said he will take bids soon
from “developers and other inter-
ested buyers” because the slimmed-
down railroad no longer needs its
.downtown depot and adjacent yard.

The sale will not alter service to
-Milwaukee Road customers in Madi-
.son, Ogilvie said, because most of the
downtown yard’s functions have
been consolidated or switched else-
where.

However, the sale will have a dra-
matic effect on Madison’s Isthmus,

N

where the sudden availability of 25
acres of undeveloped property couid
touch off a miniature “land rush” and
a major public-policy debate.

“It's going to free up some very
valuable land” acknowledged Wil-
liam Bickley, director of corporate
relations for the Milwaukee Road.
“There have been a number of people
expressing interest in it (the land).”

There has been widespread disa-
greement among public officials and
private developers about how land in
the downtown rail corridor should be
used — if and when it came on the
market.

Among those whe
sale was Dane County Executive
Jonathan Barry, who proposed 214
months ago that the county buy all
railroad corridors within its borders
to preserve them for future freight
and passenger rail transportation.

anticipated the

It would

sell depot

million to $20.8 million to buy up the
rail corridors — an amount that may
yet prompt a partnership between the
city of Madison, private developers
and the county. Of the 155 miles of
railroad track in Dane County,
roughly one-third are in Madison.

The Dane County Regional Plan-
ning Commission voted last week to
seek about $18,500 in state money for
a comprehensive inventory of the
county’s rail corridors,

The study is needed, Barry and
RPC members have said, to deter-
mine whether the county can afford
to buy the land through the sale of
bonds and recoup the investment by
leasing tracks to railroads and selling
surplus land.

“I knew it was imminent” B
said Wednesday when told of the Mil-
waukee Road’s plan. “I knew it was

Turn to Page 2, Col, ]

possible we could lose some parcels
before we could pull this plan togeth-
T. :

¢ City planners have kept a watchful
eye on the West Washington and East
Wilson rail corridors for years. Mogt
recently, a city consultant made his
recommendations on the future of the
East Wilson corridor (March 6) and
the West Washington tracks (June 9).

Those  recommendations by

&?mﬁ ggﬁgkamn,_a University of
isconsin-Madison real estate pro-
fessor, prompted Barry to call for a
countywide rail corridor study..
Earlier this week, a prominent
Madison developer urged public offi-
cials to earmark at least part of the
downtown rail corridors for cross-

take an estimated $12.5

town roads that would relieve traffic
congestion on other Isthmus streets.

“This is so important to overall
city development that it shouldn'; be
ignored anymore. We have a te:,',nble
(traffic) situation in the city,” de-
veloper David Carley said.

“It’s time Madison took a look at
the big picture. The city refuses to
have a metropolitan transit plan that
incorporates cross-town tx:afflc, as if
they're ignoring auto traffic and hop-
ing it goes away,” Carley added.

Bickley, the Milwaukee Road
spokesman, said the railroad_ would
“retain enough ftrackage” in the
downtown to “permit efficient opera-
tions while continuing to serve indus-
tries located on spur lines.”

That probably translates to one
Milwaukee Road track on the Wes?
Washington corridor, he said. _
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UW Land Expert
Says Rail Corridor
Has Good Potential

by Betsy Wing

A UW real estate expert who studied the

West Railroad Corridor for the city says he .

can't imagine any circumstances under
which he would support the university's plan
to build a 15,500-seat arena and convoca-
tion center on the land.

“I don’t think it would be In Madison’s
long-term interest,” James Graaskamp said
in an interview last week. Graaskamp chalrs
the UW School of Business’ Department of
Real Estate and Urban Land Economics. He
is also president of Landmark Research Inc.,
the Madison consulting firm hired by the city
to study the rail corridors.

Graaskamp said the 14-acre tract is an ex-
cellent site for office space and a research
park because of its proximity to the university
campus and various hospitals and medical-
related facilittes. Madison General, Meth-
odist and St. Marys hospitals are all clustered
within a mile of the site.

The land was rezoned by the city for office
space and a research park earlier this year
upon Graaskamp's advice. Construction of
the arena and convocation center could
proceed only i the city agreed to change the
zoning again. .

In a separate interview, Harry Peterson,
an aide to UW Chancellor Irving Shain, said
if the location really is ideal for a research
park, it would be possible to develop seven
of the 14 acres into a research park and the
other seven into an arena and convocation
center. The arena would be used for basket-
ball, graduations and “large academic con-
ferences,” Peterson said.

Shain announced on November 30 that
the UW Foundation plans to exercise an op-
tion to buy the land. The option was pur-
chased from Dennis Gonyea of Minneapolis,
for whom Graaskamp's firm acted as market-
irg agent during most of the six months
Gonyea had the option.

Graaskamp said there were more than a
dozen people interested in the site, and pros-
pects included one 50,000- to 60,000-
square-foot building and a 6,000- to
10,000-square-foot clinic. He would not
name the interested parties. '

Graaskamp said Gonyea's plans for
marketing the land were blocked not
because there was no Interest, but because
he could not get an extension on his option
on the land. Gonyea decided to sell his
option to the UW Foundation, Graaskamp
said, and the UW Foundation was then

under the same pressure to make a decision
on buying the Jand before December 3,
when the option expired.

If Gonyea had been able to keep control of
the land without having to pay nearly $2 mil-
lion to purchase it while resales in smailer
parcels were being negotiated, Graaskamp
said, “within two years the major projects
would have been underway or completed.”

Graaskamp said he is convinced the land
should be used as a research park. “If the
university is capable of raising $20 million to

build an arena, one has to ask why it isn't -

capable of using that money to...help
develop that as a research park,” he said.
Peterson said that raising money to build
an arena will be only one part of a UW Foun-
dation fund-raising effort to be announced
this summer or fall. Most of the money
will be for “strictly academic purposes,” and
some will be for additional housing, he
said. “l think it is possible that there are
people who will be supportive of a convoca-
tion center who might be less interested in
strictly academic projects,” Peterson said.
Continued on Next Page
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Peterson said that splitting the land
between an arena and a research park would
be possible only if businesses were interested
in it, that he doubts whether the land is “ideal”
for a research park. “Most research parks are
several hundred acres,” he said. Peterson re-
ferred Isthmus to Robert Brennan, the exec-
utive director of the Greater Madison
Chamber of Commerce.

Brennan said he has talked with a number
of “high-tech” firms and found no one inter-
ested in the seven acres closest to the comer
of Regent and Murray streets, where the UW
wants to build. “They are worried about
security, concerned about noise, and most
of the people I've talked to want elbow

room,” he said.

Peterson also responded to Mayor Joseph
Sensenbrenner’s comment last week that if

the UW built an arena in that location it would
be expanding beyond “generally agreed
upon” campus borders, and that the univer-

sity would have to make concessions in other

areas. For example, Sensenbrenner said,
the university could build additional student
housing or burn refuse-derived fuel (RDF)
from the city’s money-losing recycling plant.

Peterson said the university is already

planning additional student housing,
although no more high-rise dorms are on the
horizon. He also said adapting the UW's

Charter Street plant to burn the city’s RDF is

“something that ought to be thoroughly in-
vestigated and is being thoroughly investigat-
ed on its own merits”—not in connection
with any UW arena proposal.-



DOWNTOWN MADISON, INC.
Board of Directors Minutes
January 5, 1988

The Downtown Madison, Inc. Board of Directors met in regular session on
Tuesday, January 5, 1988, in the DMI board room at 615 E. Washington Avenue,
Madison, Wisconsin. Present were:

Martin Rifken, Chairman Fred Mohs

Susan Springman, Secretary Bruce Neviaser
Randall Alexander Michael Powers
Timothy Anderson Fritz Ragatz

J. Anthony Cattelino John Scharer
Janice Durand Gail Selk

Albert Goldstein Joseph Silverberg
Richard Lehmann William Steinberg

Also present were staff members William Belden, President; Susanne Voeltz,
Director of Marketing and Public Relations; and Joan Babcock-Cooper, Executive
Secretary.

Absent were Board members John Potter, Treasurer, Orville Arnold, Joseph
Hildebrandt, Roth Judd, Mary Lang-Sollinger, Elmer Lemon, Victor Mondry, Jerome
Mullins, Dale Nordeen, Kenton Peters, Harvey Temkin, Larry Thomas, Richard
Zillman, and ex officio members Robert Brennan, Richard Engel, John Larson,
Michael Ley, Harry Peterson, Lynn Russell, Ralph Sandler, Gerald Whitburn and
F. Joseph Sensenbrenner, Jr..

Chairman Rifken called the meeting to order at 8:05 a.m. Minutes of the
December 1, 1987 Board of Directors meeting were approved. There were no
communications and no Treasurer's report.

Winter Carnival Ms. Voeltz introduced Petie Rudy, Chair of the 1988 Winter
Carnival. Ms. Rudy then introduced Margaret Card and Joseph Silverberg,
cochairs of the raffle. Mr. Silverberg and Mrs. Card reported that all prizes
were donated for the raffle and the printing of the tickets underwritten. If
everyone helps sell tickets to top the goal and the proceeds will greatly
benefit DMI. Mrs. Rudy urged Board members and their business associates to
buy tickets to the Frostiball. Almost every event is being underwritten by
local businesses.

West Rail Corridor Project Randall Alexander introduced his associate, James -;*%
McFadden, who explained the proposed development of the west rail corridor

property bounded by Regent Street and West Washington Avenue. At the end of

this presentation, Mr. Alexander distributed and explained an Executive Summary
prepared as informational support to the development project. He then read the
following resolution:

Re: Lot 3, West Rail Corridor

1. Whereas, the Board of Directors for Downtown Madison Inc. have
reviewed the Planned Unit Development proposal for Lot 3, West Rail
Corridor, and hereby endorse same as being economically and
aesthetically positive for downtown Madison. The Board further
believes, that its use as presented will enhance existing and
proposed office and retail use in the immediate downtown area.



DMI Board of Directors
January 5, 1988 Minutes
Page 3

Parking/Transportation Committee Mr. Belden noted there is nothing to report.

Isthmus Transportation_and Parking Policy Task Force Mr. Belden reported that
a draft has been put together on task force activities and that they will be
meeting with the Transportation Committee on January 12 to give the city an
idea of progress to date.

Convention Center Referendum Mayor Sensenbrenner has been serving as head of
the 1988 Coalition for Madison's Future and three meetings have been held to
date in preparation for the possible referendum.

Mr. Lehmann suggested we host a meeting to have county executive candidates
explain their views on downtown issues.

There being no further business, the meeting adjourned at 9:37 a.m.

Respectfully submitted,

Susan A. Springman, Secretary



January 22, 1988

George Austin

Director of City Planning
City of Madison

Municipal Building

210 Martin Luther King Blvd.
Madison, WI 53701

RE: WEST RAIL CORRIDOR OFFICE PARK PROPOSAL
Dear George:

It has come to our attention that the office park proposal and zoning
modification requested by the Alexander Campany, Inc., has been criticized as a
potential threat to recently developed downtown office buildings. Such
criticism ignores both the highly segmented nature of the Madison office market
and the primary reasons for the drift of office tenants to the suburbs. It
also ignores that the public purpose of subsidizing Isthmus office space is to
hold employees in the area to support housing diversity, retailing, and
restaurants especially during the noon hour. As you will recall, Landmark
Research did the original market feasibility studies and planning concepts for
the West Rail Corridor and continue to be active in office market research and
appraisals in Madison. Therefore, we feel qualified to comment on the West
Rail Corridor proposal as it relates to campetitive office space.

The primary motivations for the tenant drift to the suburbs are the cost of
occupancy and the cost of ramp parking. To combat the price advantage of low
rise frame construction and no parking aggravation on the far West side or the
far East side, we had proposed two-or-three story suburban buildings in a
downtown setting on the West Rail Corridor site. The expected market for this
site would have been a recapture of tenants who had relocated to the suburbs
and then regretted severing their comvenient ties to downtown linkages. A
secondary market would have been tenants in downtown buildings who were about
to go to the suburbs.



George Austin
Page 2
January 22, 1988

Currently there are a number of location determinants also influencing downtown
tenants, such as:

1. Tenants realize that significant concessions in terms of free rent
and special tenant improvements will eventually be paid for by the
tenant with future rent increases. The cost of parking in a ramp
means either that the amenity is limited to a few managers and
becomes a source of friction with other employees, or is available to
all employees as an expensive indirect benefit and wage cost.
Reserved parking stalls are only a partial solution and generally an
increased aggravation to both the landlord and the tenant.

2. There are significant tenants downtown who are still considering
relocating to the suburbs or building their own facility. When their
current leases expire they will relocate and remove further employee
retail support from the Isthmus. Net cost of occupancy at the
Manchester Building, the Tenney Building, Lake Terrace, or the new
Penney's conversion would not be campetitive enough to hold these
tenants downtown or attract tenants back from the suburbs.

The Alexander Company is planning net rents at a base of $9 per square foot of
leasable area plus pass through operating costs of about $4.50 per square foot
for 1989 occupancy, for a total rent of $13.50 per square foot. This rent is
slightly above the $11.50 per square foot average of class A suburban space
with free parking for staff and customers, and below the $15.50 per square foot
plus average parking fees for downtown highrise space. We suspect that the
four story building planned by the Alexander Company with light steel and
basement parking will be at $13.50, but that suburban competition will require
at least one of the other two buildings to be two or three story frame just as
we proposed in our original program for the West Rail Corridor site. Many of
these tenants will also be attracted by the proximity of the Medical Complex at
Park and Regent or the University, two linkages which are simply not available
in downtown buildings.

Office space markets are highly segmented by building type, parking, price, and
linkage requirements of tenants to one another and to other establishments and
transportation systems. If Madison is to hold critical masses of employment in
the Isthmus to support housing, strong retail, and public transit, it must
encourage a diversity of office space products and services. The fiction of a
single office market for the Isthmus does not exist. A change of location of
two or three blocks significantly alters the appeal and fit of the product to
alternmative tenant groups. For example, a trade association involved in
lobbying would never find a site at West Washington and Regent convenient for
reqular interaction with the legislature. On the other hand, a medical team
would never find the Square a useful location for its own staff or the majority
of its patient load.



George RAustin
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Concern of downtown Madison development groups is seldom tempered by careful
market research since many developers fail to use adequate research for their
own projects, let alone matters of thoughtful public policy. The railyard has
long been a blight on the Isthmus that might have been eliminated had previous
city administrations been willing to make a small investment in a land bank in
exchange for greater control of development alternmatives. The cost of subsidy
necessary to correct this blight today is the opportunity cost of previous
public policy failures. Isthmus planning is not the private province of a few
property owners on the Square.

Thank you for the opportunity to comment.

Sincerely,

James A. Graaskamp, Ph.D., SREA, CRE
Urban Land Econamist

JAG :bam

cc: William Belden
Randy Alexander
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®mN I‘ MN PO. Box 71
mlm’ Im' : 615 East Washington Ave.
WISCONSIN Madison, Wi S3701.007

T0: DMPI Ad Hoc Committee on West Rail Corridor
FROM: Bill Belden o

SUBJECT: Working Draft of Committee Comments
on West Rail Corridor Development

DATE: February 18, 1988

Enclosed for your review and modification is the above draft document.
Also enclosed are extensive comments I received from Tom Neujahr. Further
use of the latter should be cleared with Tom first.

While Randy is not yet aware of the specifics contained in this draft nor
Neujahr's epistle, I have told him that the DMPI committee will meet with
him to discuss its comments prior to making public its views to either DMI
or DMPI Boards, the city or anyone else.

The most difficult task in all of this is clearly the definition of what
are deemed to be acceptable office tenants. It is a very subjective issue
as all of you well know.

From discussions with George Austin, I know the city is leaning towards
making TIF funds available for such public improvements as highway and
turning movement access to the site as well as corrections relating to
existing on-site conditions.

Good luck.

/jbc
Enc.

Subsidiary Corporations: Downtown Madison Partners, Inc./Downtown Madison Development Corp.



CONFIDENTIAL
DRAFT REPORT

OMPI AD HOC COMMITTEE
ALEXANDER COMPANY WEST RAIL CORRIDOR DEVELOPMENT

Background

At Randall Alexander's request, he presented his plans for the West Rail
Corridor to the DMI and DMPI Boards of Directors on January 5 and 11,
1988, respectively.

On January 25, 1988, members of the DMPI Ad Hoc Committee (Mohs, Campbell,
Springman, Lehmann, Belden) met with Tom Neujahr, Bob Blettner, Gary
Divall, Randy Alexander and George Austin to discuss the project.
Following this, on February 3, 1988, the DMPI committee met to determine
its recommendations.

The following describes the committee's findings and observations:

1. Proposed land uses (office and retail) and densities are appropriate
and therefore acceptable.

2. It is the committee's recommendation and development philosophy that
high density development must be encouraged within a geography of two
to three blocks of the Capitol Square. The reason for this is to
foster and encourage pedestrian access to the Square, State Street,
cultural activities and downtown residential areas. Any development
activities desirous of obtaining public subsidy, including TIF, not
located within the above geography and which would potentially compete
with development therein requires particular scrutiny to assure it
will not compete for tenants who might otherwise locate within the
high density area.

3. Given the foregoing, the committee recommends the following:

a. It is appropriate for the City of Madison to expend TIF funds for
public improvements such as highway and access upgrading to assist
this development. This does not include such on-site corrections
as soil or subsurface conditions.

b. All other TIF funds should be made available contingent upon
acceptable tenant occupancy of the project. While the committee
did not define this in detail, it did note that unacceptable
tenant occupancy from the standpoint of receiving public subsidy
would include the following:

j. Office tenants currently located within the designated high
density area would not be acceptable.



5.

ji. Office users typically desirous of locating within the high
density area and most particularly adjacent to the Square.
These include, but are not necessarily limited to, attorneys,
units of government (except university), lobbyists and trade
associations, insurance companies, accountants and securities
firms.

Some determination will have to be made regarding tenant approval if
this approach is taken. Without doubt, this could be cumbersome and
subjective. This might take the form of a small committee with
representation from the city and DMPI.

Conditions for release of TIF funds to the developer that are
available after funds for public improvements have been allocated are
as follows. These represent various approaches and ideas generated by
the committee at its meeting on February 3.

a. Developer receives all available TIF funds initially. Should
space be leased to a non-eligible office tenant, then the
developer returns to the city on a square foot prorata allocation
basis the appropriate amount of funds.

b. City makes a market rate loan (or below market rate if deemed
appropriate) to developer. For every eligible office tenant
leased to that portion of the loan again on a prorata basis is
forgiven and becomes a grant.

c. TIF funds are held in a segregated fund and released as a grant on
a square foot prorata basis as eligible office tenants are leased
space.

A1l unused TIF funds resulting from leasing to non-eligible office
tenants go into a segregated fund to be made available for residential
development within the TIF district. This presumes district .
boundaries are such that potential residential areas are included.

2/18/88



Urban Land Interests

February 10, 1988

Mr.

William Belden

Downtown Madison, Inc.
615 East Washington Avenue
Madison, Wisconsin 53703

Dear Bill:

Enclosed are the comments I promised concerning the Alexander
west rail corridor TIF proposal. I have thought a lot about
this and have come to these conclusions:

1.

The proposed development would be directly competitive with
the downtown office market, which is significantly
overbuilt at present.

While one might try t6 eliminate that direct competition by
imposing controls, it is doubtful that controls would
actually be workable.

There is no assurance that the controls would not be lifted
in the near future because they don’t work.

The natural control is strength of market. If there is
truly enough demand to support this development in the face
of all the vacant office space on the market, then the
project should be financeable through conventional mortgage
lenders. If it can’t be, it shouldn’t happen now. By
coming in with TIF funds, the City would be over-riding the
natural controls of the market place, exacerbating an

overbuilt situation and seriously threatening the downtown
office market.

There is no clear showing of economic necessity in the west
rail corridor TIF request. Even without TIF, the economics
of developing the rail corridor are far easier than dealing
with a built-up enviromment around the Square, where land
costs are 15 to 20 times more expensive.

If the city is willing to grant a subsidy to deal with
office tenants leaving downtown for lack of adequate
affordable parking, the best place to focus that subsidy is
near the Capitol Square, rather than subsidize a
competitive office park nearly a mile away.

The "blight" this project proposes to eliminate is nothing
compared with the blight that would be caused by removing a

significant part of the office market from around the
Square.

301 N. Broom Street Madison, Wisconsin 53703 608 251 0706



Urban Land Interests

Mr. William Belden
Page 2
February 10, 1988

The Alexander Company has made some very important
contributions to the health of downtown Madison, chiefly in the
development of housing. If a good housing development were
being proposed here, the city should give all the assistance
necessary to make it happen successfully. As for the proposed
office development, the city may choose to approve the land use
but it should not assist it financially in any way.

Sincerely,
Thomas M. Neujahr

TMN: ki
Enclosure



NOTES REGARDING THE ALEXANDER TIF PROPOSAL FOR THE WEST RAIL
CORRIDOR .

The chief question that this TIF request raises is how it would
affect downtown. The downtown office market is significantly
overbuilt. With Foremost Guaranty moving out of James Wilson
Plaza and 217 South Hamilton this spring, and with the Verex
retrenchment probably putting another 25,000 square feet on the
market, there will be approximately 182,000 square feet of
rentable area vacant in the 14 best, largest private office
buildings downtown by May:

Verex

M & I Bank of Madison
Anchor Savings & Loan
First Wisconsin Plaza
Tenney Plaza

National Guardian Life
Lake Terrace

100 North Hamilton

44 on the Square
Valley Bank Tower
James Wilson Plaza
217 South Hamilton
Manchester Place

One East Main

This represents a vacancy rate of 14.8 percent. (The Alexander
TIF proposal, incidentally, understated the vacant unleased
space in One East Main by over 30,000 square feet.) 1In class B
and C buildings the vacancy problem is going to be even worse.
The downtown office market is nhot seeing many new tenants
moving in. Its health depends upon the retention and growth of
existing tenants. A city-subsidized competing office
development in the rail corridor would threaten that retention.

Conceivably there are office uses that could be attracted to
the west rail corridor that might help the Capitol Square area
(or at least not hurt it). That would almost have to be
evaluated on a case-by-case basis, however, and no one is going
to set up a tenant review board for this development.

Although there are some differences of opinion concerning the
ideal land use for this parcel, the city appears prepared to

approve the office/retail use. The choice is whether to deny
the TIF and let the developer proceed without controls on its

tenancy or to grant TIF and attempt to get some control over
its tenancy.



The developer has said it would solicit only tenants who are
considering a move from the downtown area. Many downtown
tenants consider moving away from the downtown and end up
remaining near the Square. Technically such tenants would be
open to solicitation by Alexander, so this is no effective
control.

One possible form of control would be to require that if the
development is financed with TIF funds it could not rent or
sell to tenant types that are the life blood of downtown:

attorneys

units of government (except the university)
public utilities

financial institutions

lobbyists and trade associations

insurance companies

accountants

securities firms

Another possible solution would be to disallow any direct
movement of a tenant from downtown to this site.

The problem with these is that the buildings in the development
might not be financeable with these kind of restrictions.

There is also the prospect that the developer might become so
financially pinched by the restrictions that he might come back
to the city for relief from the restrictions, after the TIF
money has been received and spent. The development would then
be a fgél:glggggg‘ggggggiggg_gigg_ggg\ﬁowntown office market on
a subsidized basis without any controls.

————

If some form of control could be found that would not be
subject to greater leniency by the common council at a later
date, there is still a question of how the control would be
enforced and against whom. If a building within the
development were sold to a party who subsequently leased space
to a major downtown tenant, who pays the penalty? If a
research firm moved in, stayed for S5 years and left, and if its
space were then leased to a downtown tenant, who would pay any
penalty? If the Alexander Company were to disappear, who would
pay?

Proportionate penalties wouldn’t be terribly meaningful. If
20,000 square feet were leased to a major downtown law firm,
that might amount to only 8 percent of the total space to be
created in the development. 1If the development had received



$1,000,000 in TIF, it would be a trivial penalty for the
developer to repay only $80,000 of the TIF. Any landlord would
readily give that up for a lease of that magnitude. Even a
$240,000 penalty might not dissuade the developer from such a
lease. The fact that the TIF assistance would have been given
up-front is very significant to the developer. It would get
him up and running and competitive without having to meet any
market test. He would not have to meet any of the pre-leasing
requirements exacted by a conventional lender.

If the city genuinely wants to address the problem of
inadequate affordable parking that is propelling employers out
of downtown, the best way to do that is by financially
assisting the provision of parking downtown, not by subsidizing
an in-town office park cast from a suburban mold.

There is no proof of financial necessity in the application.
At $2.30 per square foot, the rail corridor site is only about
6 percent of the cost of land downtown. While there is
reportedly remedial work to be done on the soils by the rail
corridor, there are costs of demolition downtown. ©No TIF
assistance is needed to be competitive with downtown. If the
market is truly there, as the developer represents, then it
could get the land and site improvements funded without TIF.
If the market is not there, then a publically-subsidized office
park on the door step of downtown would only spell trouble.
With TIF the City would be inserting itself into a fragile

market place. If it can’t be privately financed, then it
shouldn’t happen.

Tax incremental financing has been chiefly to assist apartment
development. Office space is expected to stand on its own.
Only in the case of Ray-0O-Vac has the city used TIF to assist
an office development. In that case it knew exactly what it’
was getting, and it was a question of losing a major employer
to another market area altogether.

There is no aesthetic imperative that his site be developed
now. If the city is concerned about curing "blight" on the
west rail corridor site, it should consider the blight it would
introduce downtown if a city-subsidized development on this

site pulled 100,000 square feet of office users away from the
Square,

It is not even the city’s best interest to cause development to
occur on this site prematurely through subsidy. Eventually
legitimate market demand will cause this site to develop. The
city should have available land for development when true
demand finally does arrive. )



THE ALEXANDER COMPANIES

HAND DELIVERED

MEMORANDUM
<t
TO: James A. Graaskamp e
FROM: Randall P, Alexander

DATE: March 7, 1988

RE: WEST WASHINGTON RAILROAD CORRIDOR

Enclosed please find Position Statement Proposal/DMPI Ad Hoc
Committee for the West Rail Corridor Development.

As the author of the 1983 Railroad Corridor Study, will you
please direct your comments at this noon's meeting to this
position statement and to the market and the need for T.I.F.

RPA
nbb

Enclosure

The Alexander Co., Inc.

Alexan
Real Estate and Development xander Management CO., Inc.

Preservati i
Business and Property Managemeont tion Services, Inc.

Architectural Design and Construction

802 Regent Street - Madison, Wisconsin 53715 - 608.257.7506



POSITION STATEMENT PROPOSAL

DMPI AD HOC COMMITTEE
ALEXANDER COMPANY WEST RAIL CORRIDOR DEVELOPMENT

Background

At Randall Alexander's request, he presented his plans for the West Rail
Corridor to the DMI and DMPI Boards of Directors on January 5 and 11,
1988, respectively.

On January 25, 1988, members of the DMPI Ad Hoc Committee (Mohs, Campbell,
Springman, Lehmann, Belden) met with Tom Neujahr, Bob Blettner, Gary
DiVall, Randy Alexander and George Austin to discuss the project.
Following this, on February 3, 1988, the DMPI committee met to determine
its recommendations.

The following describes the committee's findings and observations:

1.

Proposed land uses (office and retail) and densities are appropriate
and therefore acceptable.

It is the committee's recommendation and development philosophy that
high density development must be encouraged within a geography of two
to three blocks of the Capitol Square and the commercial frontage
along State Street and the King Street, E. Wilson Street corridors.
The reason for this is to foster and encourage pedestrian access to
the Square, State Street, cultural activities and downtown residential
areas. Any development activities desirous of obtaining public
subsidy, including TIF, not located within the above geography and
which would potentially compete with development therein requires
particular scrutiny to assure it will not compete for tenants who
might otherwise locate within the high density area.

Given the foregoing, the committee recommends the following:

a. It is appropriate for the City of Madison to expend TIF funds for
public improvements such as highway and access upgrading to assist
this development. This does not include such on-site corrections
as soil or subsurface conditions.

b. All other TIF funds should be made available contingent upon
acceptable tenant occupancy of the project. While the committee
did not define this in detail, it did note that unacceptable
tenant occupancy from the standpoint of receiving public subsidy
would include the following:

i. Office tenants currently located within the designated high
density area would not be acceptable.



5.

ii. Office users typically desirous of locating within the high
density area and most particularly adjacent to the Square.
These include, but are not necessarily limited to, attorneys,
units of government (except university), lobbyists and trade
associations, insurance companies, accountants and securities
firms.

Some determination will have to be made regarding tenant approval if
this approach is taken. Without doubt, this could be cumbersome and
subjective. This might take the form of a small committee with
representation from the city and DMPI.

Conditions for release of TIF funds to the developer that are
available after funds for public improvements have been allocated are
as follows. These represent various approaches and ideas generated by
the coomittee at its meeting on February 3.

a. Developer receives all available TIF funds initially. Should
" space be leased to a non-eligible office tenant, then the
developer returns to the city on a square foot prorata allocation
basis the appropriate amount of funds.

b. City makes a market rate loan (or below market rate if deemed
appropriate) to developer. For every eligible office tenant
lJeased to that portion of the loan again on a prorata basis is
forgiven and becomes a grant.

¢c. TIF funds are held in a segregated fund and released as a grant on
a square foot prorata basis as eligible office tenants are leased
space.

A1l unused TIF funds resulting from leasing to non-eligible office
tenants go into a segregated fund to be made available for residential
development within the TIF district. This presumes district
boundaries are such that potential residential areas are included.

2/18/88
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Prof backs rail corridor aid

Public funds needed for revitaﬁ

By MARC EISEN
_ Capital Times Staff Writer

The downtown developers oppos-
ing a city subsidy for the redevelop-
ment of the west rail corridor are
displaying “a very parochial, hang-
dog view” of isthmus revitalization
and also may be engaging in re-
straint of trade, says University of
Wisconsin School of Business pro-
fessor James Graaskamp.

Graaskamp, whose consulting
company Studied the revitalization

- prospects of the 15-acre tract in
1983 for the city, has written city
planning chief George Austin de-
fending developer Randall Alexan-
der’s request for $2 million in tax
increment financing for his pro-

posed $23 million project.
“Isthmus planning is not the pri-
e Abob U tsbuntin.

‘On a percentage basis, the downtown’s share .

of Madison office space has fallen from 57.7
percent in 1983 to 45.2 percent in 1988.

vate province of a few property
owners on the Square,” Graaskamp
wrote, adding that the critics were
ignoring the spin-off benefits of the
new development for the central
city.

Alexander’s site plan calls for
three low-rise office buildings, 30
apartment units, a retail-grocery
center at the corner of Regent
Street and West Washington Ave-
nue, and a restaurant located in the
old Milwaukee Road depot.

Some 850 parking stalls also

L N

would be built, about a third of
them underground. The availability
of ample parking is viewed as a
major draw for the project..

Alexander argues that the office
space will appeal to firms wanting
to be close to the UW campus or
the medical complexes on the
Triangle, but downtown office own-
ers — who are saddled with the
high costs of ramp parking — con-
tend the space will steal tenants
from the Square.

Downtown Madison Partners

ization, Graaskamp says

Inc., a developer offshoot of the
business group Downtown Madison
Inc., already has come out against
any TIF for non-public improve-
ments, while the DMI board is
scheduled to vote on the Alexander
request on April 5. '

Among the critics are some of
the largest office owners on the
Capitol Square, including Tom Neu-
jahr of One East Main and 4 On
The Square, Fred Mohs of Man-
chester Place and Robert Blettner
of Tenney Plaza.

“I don’t think there’s any denying
that this will represent major
competition to a large segment of
the downtown office market,”
Blettner said of Alexander’s plans.

What sense does it make for the

. Please see OFFICE, Page 15

' Lo i“m ” (% VXN



Office

17‘!'/39 FromP‘age ilf

city to spend millions of dollars
subsidizing office space on the
Square, then undercutting that in-

- vestment by subsidizing rival space
on the rail corridor? Blettner
-~ asked.

But Graaskamp disputed his as-
sumption, saying the Madison of-
fice market is “highly segmented”
and that “the fiction of a single of-

\flce market for the isthmus does
not exist.”

“For example, a trade associa-

tion involved in lobbying would

never find a site at West Washing,
ton and Regent convenient for
regular interaction with the Legis-
lature,” he wrote Austin. “On the
other hand, a medical team would
never find the Square a useful loca-
tion for its own staff or the ma-
- jority of its patient load.”

In an interview, Graaskamp'
added that in other cities, similar
efforts by developers to curb a sub-
sidy for what they deemed a com-
petitive project have prompted re-
straint of trade lawsuits. He testi-
fied as an expert witness in one
such case in Milwaukee, he noted.

Graaskamp, whose specialty is
property appraisal, chairs the UW’s
department of real estate and
urban land economics.

He argued that Alexander’s of-.

fice space will appeal to firms that
are considering leaving the Square
for cheaper space on the periphery

" as well as those that already have

PRSIV VU
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pulled out but now regret losing the

proximity they had with other busi-

nesses downtown.
-Alexander’'s market research
shows that the downtown office

. market has slipped significantly in

the past six years.

" More than 2 million square feet of
gpeculative space has been de-
veloped outside on the periphery
compared to less than 500,000
square feet of new and rehabbed
space downtown, his analysis
shows.

On a percentage basis, the down-
town’s share of Madison office

P A ?: %
39303 has fanen from§77 percem: ¢t
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andersays. S
According" to Graaskamp Alex-
ander will be offering office épace
at $13.50 {)ersquare foot compared
to the $11.50 per square foot found
on the periphery and the $15.50 per
squaremdowmwnhighrises ex-

clusive of parking.: - =
“The railyard has’ long been 'y

‘blight on the isthmus that might

have been eliminated hadprevious
city administrations been
make a small investment in a. land
bank (that ‘would have :purchased
the site),” Graaskamj told Austin. -

- “The cost of subsidy necessary to
correct this blight today is the op-

portunity cost of prevmus pixbhc ]
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Friday, November 3, 1939

Reorinted with permission of the Badaer Herald News

By Jon Leonard
Herald Staff Writer

Development has begun at the
comer of West Washington Ave-
nue and Regent Street, for the con-
struction of 20 store fronts, 260,000
square feet of office space, and 90
apartments to be built on the 12-
acre site.

The project named City Station,
will cost $30 million and is not
scheduled to be completed until
1992. '

Projecthead, Randall Alexander,
of the Alexander Companies said
the West Washington Avenue area
will benefit by linking the area with
State Street and the Capitol Build-
ing, and could eventually facilitate
one conglomerate downtown busi-
ness and retail district.

Dave Keller of the Alexander -

Companies said the project is to be
completed in phases with the cur-
rent restoration of the Madison train
depot nearing completion. Keller
said the next phase will focus on
construction of the City Station
retail center, to be followed by the
construction of office buildings.
According to Keller, some of the
retail stores will be open as early as
fall of 1990.

The late James Graaskamp, head
of real estate at UW-Madison, was
commissioned to do a study by the
city that showed the arca 10 be a
good prospect for development,
according to Alexander.

The study was released while con-

troversy raged on whether the uni-
versity should build a sports convo-
cation center across from the Alex-
ander development.

But the city of Madison “dragged
its heels™ on the development until
the convocation center issue was
cleared up, according to 9th District
Alderman Andy Heidt. .

In a May 1986 submittal to the
city for the development of the
Regent Street/Railroad Corridor,
Graaskamp’s proposal was com-
bined with the university’s convo-
cationcenterproposal. Betweenthe
twosites, 2 700 space parking struc-
ture was to be built along with a 250
space ramp.

According to Heidt, the Dayton
Street site was held up because part
of the land is not owned by the Uni-
versity. The city, if it gave up the
1and, would not be able to tax it but
would still be responsible for polic-
ing and servicing the area, which
held up negotiations.

The UW issued an athletic facili-
ties study in February that portrayed
the Dayton Street site s one of the
top three locations for the convoca-
tioncenter. The other two sites were
just porth of Camp Randall Sta-
dium and on the Dane County Fair-
grounds. This issue has yet to be
resolved.

One criticism of the Alexander
project stems from the $1.8 million
of city money being used. Heidt
said if public money is to be used
then the development should be
beneficial to the whole community,

W. Washington project begins
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The proposed design for the West
Station will feature over 20 new store fronts and is designed |’

/

Washington Ave. City

to link the area with State Street and the Capitol Square,

since much of the development
involves retail businesses most of
the jobs being created will be low
paying.

The jobs created could be good
for college students but not for the
people living across from the site,
Heidt said. .

“If weuse public money we should
provide jobs with good wages and
benefits,” Heidt sajd. He added that
light industry could be developed
there. This would provide jobs and
a community atmosphere, and that
the ultimate goal would be the re-

vival of downtown schools.

Heidtalsoexpressed concemsthat
the project would take business
away from other downtown areas,
since it would not be in the city’s
best interest to relocate businessés
from the Capitol Square.

AccordingtoKeller, “Businesses
that are expanding and can't find
space downtown now have the
opportunity. One business that used
to be located downtown and has
been out on the Beltline is moving
back.”
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