NOTICE

The City of Stoughton will hold a meeting of the Redevelopment Authority on
Wednesday, November 11, 2009 at 5:30 p.m. in the Mayor’s Office, City Hall
381 East Main Street, Stoughton, WI.

Agenda:
Call to order.

Approval of minutes of the Redevelopment Authority meeting of October 14, 2009.
Public Comment Period/Communications.

Movin’ Out — Update to Proposal

TID #4 — Discussion and action on amended boundary proposal, amended project
plan, proposed timeline and setting date for Public Hearing.

arwnE

6. Business Incubator Study — Discussion and recommendation for make up of focus
groups.

7. **Discussion of Property Acquisition (Closed Session)

8. Future Agenda Items.

9. Adjournment.
**The Meeting May Close Per State Statute 19.85(1)(€), deliberating or negotiating the purchasing
of public properties, the investing of public funds, or conducting other specified public business,
whenever competitive or bargaining reasons require a closed session, and then reopen for the
regular course of business.
Dan Kittleson, Chair
11/4/09
DK:dcr

SENT TO:

Dan Kittleson Scott Truehl

Peter Sveum Mayor Griffin

Jim Schaefer Finance Director Laurie Sullivan

Steve Sletten Gary Becker

Ron Christianson
Paul Lawrence

CC: City Council Members Receptionist -Tamarha Bader-Fleres
Department Heads Receptionist — Debbie Blaney
City Attorney Matthew Dregne Stoughton Library Administrative Assistant Debbie Myren
Admin. Assist./ Finance Diane Reinstad Stoughton Chamber of Commerce — Dave Phillips
Deputy Clerk Pili Hougan Tony Roman

Sto. Newspapers/Wisconsin State Journal
NOTE: AN EXPANDED MEETING MAY CONSTITUTE A QUORUM OF THE COUNCIL
Note: For security reasons, the front doors of the City Hall building (including the elevator door) will be locked

after 4:30 p.m. If you need to enter City Hall after that time, please use the east entrance on the side of
City Hall.

Note: If you are physically challenged and are in need of assistance, please call 873-6677 prior to 4:30 p.m.
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REDEVELOPMENT AUTHORITY MEETING
Wednesday, October 14, 2009 — 5:30 pm
Mayor’s Office, City Hall 381 E. Main Street, Stoughton

Present: Alderpersons Ron Christianson and Paul Lawrence, Scott Truehl, Dan
Kittleson, Jim Schaefer, Director of Finance Laurie Sullivan

Absent and Excused: Mayor Jim Griffin, Steve Sletten, Peter Sveum

Also Present: Chamber of Commerce Administrator Dave Phillips,
Porterfield Consultant — Movin' Out Dave Porterfield, Diane Reinstad — staff

Chairperson Kittleson called the meeting to order at 5:32 pm

Motion by Truehl, seconded by Christianson to approve the minutes from the
September 9, 2009 RDA meeting aswritten. Motion carried unanimously by
acclamation.

Update on EPA Community Wide Assessment Grant Application - Gary Becker
Ayersis preparing to submit a grant application to the EPA. The letters are ready to be
mail with one correction in the letter — change factory closures to factory downsizing.
Notification will be made in approximately 18 months whether we have been awarded
the grant funds of $200,000.

Business Incubator Study — Discussion of background report and next steps— Gary
Becker

The study is approximately 1/3 completed. The study involves the counties of Dane,
Jefferson, Green, Rock and small portions of the surrounding counties.

The next step isto identify individuals and organizationsin regards to local support for
an incubator and to organize 3 focus groups to generate discussion and interest. The
groups would consist of Entrepreneurs and Business related individuals, Real Estate
individuals, and Existing Businesses in the area that could provide servicesto the
entrepreneurs. Each group would consist of 8-12 individuals. The meetings would |ast
approximately 2 hours with alist of established questionsto discuss. This project would
bridge with the Economic Devel opment group.

It is suggested that members of the RDA bring back alist of names of possible
participants to be invited to these focus groups.

Movin’ Out Presentation — Dave Porterfield

Porterfield presented a financial model / proposal to construct a 24 unit residential project
in the redevelopment area. Porterfield will present aformal proposal with more solid
numbers to the next RDA meeting in November. The WEDHA application is due the end
of January. Discussed land acquisitions plans. Porterfield will develop atimeline/
schedule of things to be done.

Motion by Truehl, seconded by Lawrence to close the meeting per State Statute
19.85(1)(e), deliberating or negotiating the purchasing of public properties, the
investing of public funds, or conducting other specified public business, whenever
competitive or bargaining reasons require a closed session at 6:45 pm.

Motion carried unanimously by acclamation.





Redevelopment Authority Meeting
10-14-09
Page 2

Motion by Christianson, seconded by Truehl to open the meeting for the regular course
of business at 7:06 pm. Motion carried unanimously by acclamation.

Motion by Schaefer, seconded by Lawrence for the RDA to pursue the acquisition of
the Highway Trailer Building, located on East South Street. Motion carried
unanimously by acclamation.

TID #4

Discussed the RDA acquiring the property where the old Marathon Station is located on
West Main Street.

Motion by Schaefer, seconded by Truehl to approve the resolution to create the
Redevel opment Area #2 as outlined on the Redevelopment map. Motion carried
unanimously by acclamation.

Update on the CDBG / Project Home
The funds from this grant are designated to be used in 2010. Sullivan hasthelist of
properties that are currently on the waiting list.

Future Agenda ltems

Movin" Out — Formal Proposal

Property Acquisition (Closed Session)

TID #4 & 5 (Redevelopment Area #2)
Discusslist of namesto invite to focus groups

Motion by Schaefer, seconded by Christianson to adjourn at 7:25 pm. Motion carried
unanimously by acclamation.

Respectfully submitted,

Diane Reinstad
Administrative Assistant / Finance Department

T:\PACKETS\RDA\11-11-09\RDA minutes 10-14-09.doc






Tt
R

’ Stoughton Project
2009 LIHC

PROJECT BUDGET

A - LAND AND BLDG.
Land
Building
SUBTOTAL

B - SITE WORK
Site work and Demolition
On-site Improvements
Off Site Work
Landscaping
Other
SUBTOTAL

C - REHAB & CONSTRUCTION.

New building/Rehabilitation
Accessory bldg. - Garages
General require.
Contractor Overhead
Contractor profit
Other
Other
SUBTOTAL

Construction Contingency
. Other - Construction Bond Fee
“SUBTOTAL

Construction Cost Subtotal

E - ARCH. & ENG. FEES
Arch. fee-design
Arch. fee-supervision.
Engineering Fees
Real estate attorney
Financing Attorney
Consultant/agent

24

10.00%
0.75%

Zoning/ Plan exam fees/ Detalil Plan fee
Other - Architectural Printing/Direct Costs

SUBTOTAL

F - INTERIM COSTS
Construction Insurance
Construction Loan Interest

Construction Loan Origination Fee

7.04%
1.00%

Construction Loan Credit Enhancement

Pre-Development Loan Interest

7.00%

Construction Period Property Taxes

Water, Sewer and Impact Fees
Other
SUBTOTAL

G - FINANCE FEES
Bond premium
Bond Costs
Credit report
Cost of Issuance
Permanent loan
Origination fee
Credit enhancement
Title and recording
Lender's Counsel's fee
Other
SUBTOTAL

1.00%

Total
200.00%

$250,000
$0
$250,000

$240,000
$0
$50,000
$50,000
$0
$340,000

$2,425,500
$0
$0
$0
$0
$0
$0
$2,425,500

$242,550
$20,010
$262,560

$3,028,060

$80,000
$25,000
$20,000
$60,000

$4,000

$2,500
$2,000
$193,500

$12,225
$116,160
$22,000
$0
$8,285
$13,980
$20,000
$5,000
$197,650

$0
$0
$0
$0

$0
$0
$2,500
$2,500
$0
$5,000

Commercial
0.00%

$0
$0

$0

$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0

$0

$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
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Market Rate
Residential
0.00%

$0
$0

$0

$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0

$0

$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0
$0
$0

jo-14-0%

LIHTC UNITS:
24

24
Per Unit Cost
$10,417
$0
$10,417

$10,000
$0
$2,083
$2,083
$0
$14,167

$101,063
$0
$0
$0
$0
$0
$0
$101,063

$10,106
$834
$10,940

$126,169

$3,333
$1,042
$833
$2,500
$167
$0
$104
$83
$8,063

$509
$4,840
$917
$0
$345
$583
$833
$208
$8,235

$0
$0
$0
$0

$0
$0
$104
$104
$0

4.00% 9.00%
LIHTC CREDIT LIHTC CREDIT TOTAL UNITS:
100.00% 100.00%

N/A
$0 N/A

$0 $0

$240,000

$0

$50,000

$50,000

$0

$0 $340,000

$2,425,500

$0

$0

$0

$0

$0

$0

$0 $2,425,500

$242,550

$20,010

$0 $262,560

$0 $3,028,060

$0 $80,000

$0 $25,000

$0 $20,000

$0 $60,000

$0 $4,000

$0 $0

$0 $2,500

$0 $2,000

$0 $193,500

$0 $12,225

$0 $116,160

$0 $22,000

$0 $0

$0 $8,285

$0 $13,980

$0 $20,000

$0 $5,000

$0 $12,225
$0 N/A
$0 N/A
$0 N/A
$0 N/A
$0 N/A
$0 N/A
$0 N/A
$0 N/A
$0 N/A

$0 $0

$208





H - SOFT COSTS
Market study
Environmental reports
Survey
Rent-up Marketing
WHEDA tax credit application fees
WHEDA tax credit compliance fees
WHEDA tax credit Allocation Fees
Development Consultant
Cost certification/Accounting Fees
Letter of Credit Fees
Permanent Relocation Fees
Temporary Relocation Cost
Furnishings and Equipment
Capital Needs Assessment Report
Other Attorney Fees
Property appraisal
Other - Developer legal fees
Other - Soft Cost Contingency
Other - Accounting
Other
Other

SUBTOTAL

1 - SYNDICATION
Bridge Loan Fees and Expenses
Legal - Organization
Accounting - Organization
Accounting - Investment
Tax opinion
Other : Investor Fee

SUBTOTAL

J - DEVELOPER'S FEES*
Developer's overhead
Developer's fee
Other

SUBTOTAL

K- RESERVES
Rent-up Reserve
Operating reserve
Escrow
Replacement Reserve

SUBTOTAL
SUBTOTAL E-K

SUMMARY

TOTAL

ELIGIBLE BASIS BEFORE QCT
30% QCT ADJUSTMENT
ELIGIBLE BASIS

APPLICABLE FRACTION
QUALIFIED BASIS'

CREDIT PERCENTAGE

TOTAL LIHTC CREDITS
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$6,000
$3,000
$3.000
$6,000
$2,000
$1,200
$44,212
$0
$22,000
$0

$0

$0
$10,000
$0
$5,000
$3,500
$5,000
$2,000
$5,000
$0

$0
$117,912

$0
$0
$0
$0
$0
$0
$0

$0
$480,497
$0
$480,497

$65,498

$3,105 $74,524
$0

$72,000

$212,022

$1,206,581

$4,484,641

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0
$0

$0

$0

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0

$0
$0
$0
$0
$0

$0

$0

$0 $6,000 $250

$0 $3,000 $125

$0 $3,000 $125

$0 N/A $250

$0 N/A $83

$0 N/A $50

$0 N/A $1,842

$0 $0 $0

$0 $22,000 $917

$0 $0 $0

$0 N/A $0

$0 $0 $0

$0 $10,000 $417

$0 $0 $0

$0 $5,000 $208

$0 $3,500 $146

$0 $5,000 $208

$0 $2,000 $83

$0 $5,000 $208

$0 $0 $0

$0 $0 $0

$0 $64,500 $4,913

N/A $0

N/A $0

N/A $0

N/A $0

N/A $0

N/A $0

$0 $0 $0

$0 $0

$480,497 $20,021

$0 $0

$0 $480,497 $20,021

N/A $2,729

N/A $3,105

N/A $0

N/A $3,000

$0 $0 $8,834

$0 $750,722 $50,274

$0 $3,778,782 $186,860
$0 $3,778,782
$0 $1,133,635
$0 $4,912,417
100.00% 100.00%
$0 $4,912,417
3.28% 9.00%

$0 $442,118 @mt"“

e





Stoughton Project
2009 LIHC

Number of Units: 24

Sources of Funds - Construction

HOME (new funding) $116,015  $233,985

Energy Grants//Loans

AHP - GP investment - Federal Home Loan Bank

Movin' Out Mortgage from Sale of Site $590,000
Other
Other
Other
First Mortgage $488,000

LIHTC Equity Investment

Historic Credit Equity Investment-Federal

Historic Credit Equity Investment-State

Deferred Developer's Fee

Total Sources

Total Uses - Construction

Surplus (GAP)

LIHTC Stoughton Project on Yaraha Site 2.XLS, 10/14/2009, 3:34 PM

Total % of Total
ewmow.mm\mﬁk 7.80%
$0 0.00%
$300,000 6.69%
$590,000 13.16%
$0 0.00%
$0 0.00%
$0 0.00%
$488,000 10.88%
7.00%
$2,652,443 59.15%
$0 0.00%
$0 0.00%
$104,198 2.32%
$4,484,641 100.00%

$4,484,641

($0) 0.00%

Per Unit
$14,583
$0
$12,500
$24,583
$0
$0
$0
$20,333
$0
$110,518
$0
$0
$4,342
$186,860
$186,860

($0)

$31,818 based on 11 HOME units from City of Madison

N ol To agply pe

Permanent loan - 7.00%
Finances Land Lease

Estimated Net Investment at -

21.69% of Developer Fee

DCR 1.30

$0.60 per $ of credit
$0.95 per $ of credit
$0.50 per $ of credit

$376,299 Net Developers Fee





Stoughton Project i ’

2009 LIHC
Number of Units: 24 Total
TOTAL MONTHLY RENTAL INCOME $14,555
ANNUAL INCOME $174,660
ANNUAL VACANCY/COLLECTION RESERVE {$13,973) vacancy / collection loss Rate 8.0%
ANNUAL OTHER INCOME:

Commercial Space Rent (for triple net lease) $0

Other Laundry $0

Other $0

Cther $0
EFFECTIVE GROSS INCOME $160,687
ANNUAL OPERATING EXPENSES ($100,489)
ANNUAL REPLACEMENT RESERVE ($9,600)
Debt Service To Movin' Out for sale of donated land $0
NET ANNUAL OPERATING INCOME $50,598
DEBT SERVICE - PERMANENT LOAN {$38,960) Rate: years OCR

. 7.00% 30 1.30

NET INCOME $11,638

less CONTINGENT EXPENSES (Movin Out Partnership Management Fee) {$25,000)
NET AFTER CONTINGENT EXPENSES (DEFICIT) ($13,362) -8.32%  of Gross Income

Units:
24

OPERATING EXPENSES Total Building Per Unit Per Unit

% of Space - 0.09% Expenses Per Year Per M:

ADMINISTRATIVE

Advertising $2,400 $2,400 $100 $8
Accounting/Audit $3,000 $3,000 $125 $10
Bookkeeping Fees/Accounting Services $3,000 $3,000 $125 $10
Legal/Partnership $1.800 $1,800 $75 $6
Management 10.00% $16,069 $16,069 $670 $56
WHEDA Compliance Fee $960 $960 $40 $3
Miscellaneous Exp. - Bad Debt $1,000 $1.000 $42 $3
Other Administrative Exp $500 $500 $21 $2
Total Administrative $28,729 $28,729 $1,197 $100
MAINTENANCE
Repairs $7,200 $7,200 $300 $25
Grounds and Snow $6,000 $6,000 $250 $21
Contract Maintenance and Services $3,600 $3,600 $150 $13
Exterminating $1,800 $1,800 $75 36
Decorating (fumature replacement) $1,200 $1,200 $50 $4
Cleaning, Maintenance supplies and equipment $600 $600 $25 $2
Other Maintenance Exp Personne! $1,200 $1,200 $50 $4
Oher $500 $500 $21 $2
Total Maintenance $22,100 $22,100 $921 $77
OPERATING
Electrical $1,200 $1,200 350 $4
Gas $0 $0 $0 30
Fuel Ol $0 $0 30 30
Water/Sewer $2,400 $2,400 $100 $8
Security Payrol/Contract 30 $0 $0 $0
Elevator Maintenance/Contract $2,000 $2,000 $83 $7
Garbage and Trash Removal $2,400 $2,400 $100 $8
Janitorial $0 $0 $0 $0
Front Desk $0 $0 $0 $0
Office supplies $0 $0 $0 $0
Maintenance payroll $0 $0 $0 $0
Supportive Services - Movin' Out tentant relations $2,400 $2,400 $100 $8
Telephone $0 $0 $0 $0
Owner Paid Amenities $0 $0 $0 $0
Other Intemet $2,400 $2,400 $100 $8
Other: $500 $500 $21 $2
Total Operating Costs $13,300 $13,300 $554 $46

TAXES AND INSURANCE

Real Estate Taxes $27,960 $27.960 $1,165 $97
Property and Liability Insurance (included in total operating cost $8,400 $8,400 $350 $29
Miscellaneous Taxes, Licenses and Permits $0 30 30 30
Other: $0 $0 30
Total Taxes and Insurance $36,360 $36,360 $1,515 $126
TOTAL ANNUAL EXPENSES $100,489 $100,489 $4,187 $349
ANNUAL REPLACEMENT RESERVE $400 $9,600 $9,600 $400 $33
TOTAL $110,089 $110,089 $4,587 $382
CONTINGENT EXPENSES
Movin Out Partnership Management Fee $25,000

LIHTC Stoughton Project on Yaraha Site 2.XLS, 10/14/2009,3:35 PM





RENTAL INCOME SCHEDULE

LIHC SETASIDE UNITS
#UNITS  UNIT TYPE
2 D
4 D
4 WF
3 D
2 D
5 WF
2 WD
2 WE
24
MARKET UNITS
#UNITS  UNIT TYPE
0
0
0
0
COMMERCIAL
#UNITS  UNIT TYPE
0
0
0
0
PROJECT TOTAL
24

# BDRMS.

W WNNRN 2

# BDRMS.

Eff.

UNIT
AREA
650
650
700
950
950
1,000
1,350
1,450

UNIT
AREA

o O O

UNIT
AREA

#BATHS LIHC
SETASIDE

1.0 30%
1.0 40%
1.0 50%
20 40%
20 50%
20 60%
2.0 50%
20 60%

#BATHS
1.0 MKT
1.0 MKT
2.0 MKT

RENT

$345
$425
$525
$575
$720
$740
$775
$825

RENT
$0

$0
$0

RENT

TOTAL UTILITY
RENT ALLOWANCE
$690 $88

$1,700 $88

$2,100 $88

$1,725 $100
$1,440 $100
$3,700 $100
$1,550 $115
$1,650 $115
$14,555

TOTAL UTILITY
RENT ALLOWANCE

30 0
$0 0
$0 0
$0

TOTAL
RENT

$0
$14,555

Gross
Rent
$433
$513
$613
$675
$820
$840
$890
$940

Gross
Rent
$0

30

Gross
Rent

LIHC
RENT
CAP
$436
$582
$727
$698
$872
$1,047
$1,008
$1.210

RENT
CAP
N/A
N/A
N/A

HOME
SETASIDE
L

x

LOwW
HOME
Unit Rent
$717
$717
$717
$846
$846
$846
$1,040
$1,040

HIGH
HOME
Unit Rent
$717
$717
$717
$846
$846
$846
$1,135
$1,135

UNIT
(OVERY . AHP AREA
UNDER SETASIDE EXTENDED
$3 50% 1,300
$69 60% 2,600
$114 50% 2,800
$23 40% 2,850
$52 50% 1,900
$207 50% 5,000
$118 60% 2,700
$270 50% 2,900
22,050
UNIT
(OVERY AHP AREA
UNDER SETASIDE EXTENDED
N/A N/A 0
N/A N/A 0
N/A N/A 0
0
UNIT
AREA
EXTENDED
0

22050





Dave Porterfield

Page 1 of 1

From: Gary W Becker [gbec@vierbicher.com]
Sent:  Friday, October 09, 2009 2:49 PM

To: Dave Porterfield
Subject: TIF Assistance

City TIF Assessed
Property Interest Investment  Value of TIF
Tax Rate Rate Term Constant Rate Project Assistance Scenario
$ $
0.01856 0.06 20 0.0872 0.212881738 2,820,000 600,327 Break-even Value Conse
$ $
0.01856 0.06 20 0.0872 0.212881738 3,000,000 638,645
S $
0.01856 0.055 20 0.0837 0.221799099 3,000,000 665,397
$ $
0.01856 0.04 20 0.0736 0.252236457 2,380,000 600,323 Break-even Value Tax-E>
Gary Becker, CEcD
Vierbicher
999 Fourier Drive, Suite 201
Madison, Wisconsin 53717
Phone: (608) 826-0532
Fax: (608) 826-0530
Cell: (608) 444-0836
www.vierbicher.com
o

" E:] signature_logo

|

This message contains confidential information and is intended only for the intended
If you are not the named recipient you should not read, distribute or copy this e-ma
immediately via e-mail if you have received this e-mail by mistake; then, delete thi

10/14/2009
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vierpbicher 4

planners engineers advisors

999 Fourier Drive, Suite 201
Madison, Wisconsin 53717
(608) 8246-0532 phone
(608) 8246-0530 FAX
www.vierbicher.com

August 6, 2009

Jim Griffin, Mayor
City of Stoughton
381 E. Main Street
Stoughton, WI 53589

Re: Contract Amendment for Tax Increment Planning Services —
Amendment of Tax Increment District (TID) No. 4

Dear Mayor Griffin:

Vierbicher Associates, Inc. (Consultant) recently entered into a contract with the City of Stoughton
(Client) to assist with the creation of TID No. 5. Since then, the City has expressed a desire to amend TID
No. 4. Consultant can accomplish the TID No. 4 amendment efficiently if the amendment process is run
concurrently with the TID No. 5 creation process, covering both processes in the same meetings. This
contract amendment will take the steps needed to make that happen.

I SCOPE OF PROJECT

The Client wishes to amend the Project Plan and boundary for TID No. 4. TID No. 4 is located
along Main Street in Downtown Stoughton, roughly bounded by Paige Street on the west and
the railroad tracks on the east. The Client has opportunities in this area to further assist in
redevelopment within an amended TID No. 4 boundary. The amendment will also establish the
authority of the RDA to plan and implement redevelopment projects within the amended area.

Il. SCOPE OF SERVICES
A. General

Consultant will provide and coordinate all planning services necessary to prepare the TID
Project Plan amendment and boundary amendment. Consultant will also provide the
Client with general consulting services regarding the Tax Incremental Finance (TIF)
program. All services will be in compliance with current State of Wisconsin Statutes as
they pertain to the TIF program. The amendment process will be on the same schedule
as the TID No. 5 creation process and the same meetings will be used to accomplish
both objectives. In addition, a redevelopment district will be established and the TID No.
4 plan amendment will meet the standards for a redevelopment plan under 66.1333.

Reedsburg (608) 524-6468 @ Madison (608) 826-0532 = Prairie du Chien (608) 326-1051





August 6, 2009
Page 2

B. Specific Services Provided by Consultant

1.

Develop a TID boundary amendment configuration that meets the Client’s development
objectives and the statutory requirements for TID boundaries.

Assemble and review data relevant to the TIF program and make determination
regarding conformance with TIF regulations.

Prepare and coordinate publishing of all notices and agendas for Public Meetings and a
Public Hearing at the Redevelopment Authority (RDA) level.

Coordinate with the Client, Technical College, School District, and County to convene
the Joint Review Board to elect a chairperson, secretary, select the public member, and
review the proposal to amend the TID.

Develop a draft boundary amendment map and project plan amendment and review
said boundary and project plan amendments with the RDA. Project plan amendment
shall include:

a. Statement of the type, number, and location of the proposed public works or
improvements within the amendment area.

b. Economic feasibility study.
c. Detailed list of estimated project costs.

d. Description of finance methods and when costs or monetary obligations will be
incurred.

e. Map showing existing uses of real property.
f.  Map showing proposed improvements and uses.
g. Proposed changes in zoning ordinances.

h. Comparison of program to the master plan, map, building codes, and local
ordinances.

i. List of estimated non-project costs.
j.  Statement of a proposed method for the relocation of any displaced persons.

k. Statement indicating how amendment of the TID promotes the orderly
development of the community.

l.  Metes and bounds boundary description of the TID boundary amendment.

Reedsburg (608) 524-6468 @ Madison (608) 826-0532 = Prairie du Chien (608) 326-1051
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VI.

6, 2009

6. Present the draft TID project plan amendment at a public hearing held by the RDA fo
consider the proposed boundary and project plan amendments.

7. Prepare final project plan and map amendments as recommended by the RDA.

8. Prepare adoption resolution and required findings. Submit recommended proposal to
the City Council.

9. Present proposed TID amendment to the City Council.

10. Meet with the Joint Review Board to obtain their final decision regarding amendment of
the TID.

11. Submit a copy of the project plan and boundary amendment and legal notices fo the
Department of Revenue.

12. Submit two (2) final copies of the final project plan to the Client, along with an electronic
copy suitable for reproduction.

13. Coordinate with the Client and Client’s Assessor to prepare and submit the Base Year
Package to the Department of Revenue. Client and client’s assessor are responsible for
filing out the base-year packet.

SCHEDULE

Consultant anticipates completing the TID amendment in concert with the City’s creation of TID
No. 5. Itis assumed that all meetings for amendment of TID No. 4, including Redevelopment
Authority meetings and the public hearing, Joint Review Board meetings, and City Council
meetings, will be held at the same fime as TID No. 5 meetings.

DESIGNATION OF RESPONSIBLE PARTIES

The designated responsible parties representing the Client and Consultant respectively shall
have authority to fransmit instructions, receive information, and render decisions relatfive to the
project on behalf of each respective party.

Overall coordination and project supervision for Consultant is the responsibility of Gary Becker,
Project Manager. He, along with other personnel, will provide the services required for the
various aspects of the project. Please direct all communications that have a substantive impact
on the project to Gary.

The Client designates as its representative. Consultant will
direct all communications that have a substantive impact on the project to that individual.

FEES

The fixed fee to provide the services described herein is $3,500. All charges under this
Agreement are eligible to be paid by TID No. 4. As mentioned in Section IV, it is assumed that TID

Reedsburg (608) 524-6468 @ Madison (608) 826-0532 = Prairie du Chien (608) 326-1051
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No. 4 amendment meetings will be held at the same time as TID No. 5 meetings. Should the TID
No. 4 amendment process be separated from the TID No. 5 creation process, additional costs
will be incurred. Consultant will charge the additional costs on a time and expense basis should
the processes be separated.

The fee estimate assumes that a TID amendment is produced and does not require a formal
blight determination study. Mailing of any public hearing notices to property owners will be
undertaken by City staff, if necessary.

The General Terms and Conditions attached hereto are incorporated herein by reference.

In witness whereof the parties have made and executed this Agreement as of the day and year written
below.

Client Consultant

Do, Bucke,

Jim Giriffin, Mayor Gary Becker, Project Manager

City of Stoughton Community Development/Planning
381 E. Main Street Vierbicher Associates, Inc.
Stoughton, WI 53589 999 Fourier Drive, Suite 201

Madison, WI 53717

August 6, 2009

Date Date
Withess Withess V4

If this Agreement is acceptable to you, please sign and return one copy to me at our Madison office.
Should you have any questions or require any additional information, please call. We look forward to
working with you on this project.

Sincerely,
VIERBICHER ASSOCIATES, INC.

Gary Becker

© 2009 Vierbicher Associates, Inc.

GADATA\MKTG\COMM.DEV\PROPOSAL\TID\Stoughton\Stoughton TID 4 Amend Contract.doc
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RDA RESOLUTION NO.
ESTABLISHING THE BOUNDARY OF
REDEVELOPMENT PROJECT AREA NO. 2

WHEREAS, the City of Stoughton Redevelopment Authority (RDA) has reviewed boundaries
for a proposed Redevelopment Project Area and reviewed a blight determination letter prepared
by the RDA’s consultant; and

WHEREAS, the City of Stoughton RDA has determined a need for blight elimination and urban
renewal projects within the boundaries of the proposed Redevelopment Project Area;

NOW, THEREFORE, BE IT RESOLVED after due consideration, the City of Stoughton
Redevelopment Authority hereby designates the boundary of Redevelopment Project Area No. 2
as shown on Exhibit A to this Resolution; and

BE IT FURTHER RESOLVED that the Redevelopment Authority of the City of Stoughton
recommends the City Council of the City of Stoughton review the blight determination letter
prepared by the RDA’s consultant and adopt a resolution declaring such area to be a blighted
area in need of blight elimination and urban renewal projects.

This Resolution is being adopted by the City of Stoughton Redevelopment Authority at a duly
scheduled meeting on October 14, 2009.

, Chair

Dan Kittleson

, Secretary
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OUTLINE FOR ACQUISITION UNDER WIS. STAT. 66.1333 and 32.05
Prepared by Attorney Matthew P. Dregne, Stafford Rosenbaum LLP and Approximate Timeline for Assessment Activities (Amended by
General Engineering 10/23/2009)

Est. No. of Days to
Complete Each Action
City of Stoughton/Attorney Action
66.1333 Steps - Redevelopment Plan Process

1 |Asbestos Inspection Completed 10/2009
2 RDA prepares draft redevelopment plan and boundary map. Nov. 11, 2009
3 Prepare and Submit Brownfield Application 10 (October 31, 2009)

20 - Notice sent to
property owners -
November 16; First
4  |RDA publishes and mails notice of public hearing on redevelopment plan Notice Published in
Paper - Nov. 19,
Second Notice - Nov.

26
RDA conducts public hearing, designates project area boundaries, and approves
5 [redevelopment plan. 9-Dec-09
Blighted Area
Resolution Adopted
Oct. 26th?? Redev &
6 City council adopts a blighted area resolution and approves the redevelopment plan, TIF Project Plan
both by a two-thirds vote. Amendment First
Reading - Dec. 22,
2009, Approved by
Council Jan. 12, 2010
7 RDA certifies the redevelopment plan to the city council 13-Jan-10
City council directs that no new construction be permitted unless authorized by the
8 |council 26-Jan-10
32.05 Steps - Property Acquisition Process
- Request appraisal report
9 | Obtain title report .
- Obtain and file resolution
- Obtain approval of any relocation plans (if necessary)
10 Deliver to owner condemnor’s full narrative appraisal report, pamphlets, owner names, 0
and maps
11 |Wait for preparation of owner appraisal report 60
12 |Consider any owner appraisal report 10
13 |Negotiate with owner 7
14 |Serve jurisdictional offer 2
Approximately

15 |Notification from the WDNR of an award February/March 2010

16 |Record lis pendens 0

17 JWait for owner to accept or reject jurisdictional offer. 20

Make award and complete acquisition (Acquisition costs should be paid after the

18
award of the grant, so the costs can be used as a match)

20

19 |Phase | Environmental Site Assessment 14

Demolition: Removal of canopy; removal of three underground storage tanks, piping,
20 |and dispensers; demolition of the building; disposal of refuge; proper abatement of 8
asbestos; and site restoration

Sampling: Soil sampling beneath the dispensers and structure is planned to occur in

2 succession with the demolition/removal of USTs activities to save costs. 8
Submit samples for laboratory analysis; analyze and tabulate data; prepare an UST

22 Site Assessment Report; Prepare a Phase | Environmental Site Assessment Report; 28
and Prepare a Limited Phase Il Environmental Site Assessment Report, Documenting
Br ) L

23 Prepare a Reimbursement Request from WDNR for Brownfield Site Assessment 5

activities

The estimated total number of days from preparation of redevelopment plan to
possession is:

Note: This is not a complete list of the actions that must be taken to acquire the property.
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Introduction

The City of Stoughton, Wisconsin is interested in exploring the possibility of establishing a business
incubator. To ensure there are the necessary human and economic resources needed to foster
sustainable start-up businesses, and help determine the type of incubator needed and the
possible community benefits, the City commissioned a business incubator feasibility study. This
study will assess the feasibility of a successful Stoughton business incubator by analyzing the
region’s entrepreneurial potential, existing industry clusters and the need for start-up business
services. Based on the data developed during the analysis, this document will also identify
business incubator strategies for success. The strategies will include, but are not limited to, the
types of industries the incubator should cater to, needed services, location, and management
structure.

What is a Business Incubator?

A business incubator is an economic development tool intended to foster successful start-up
ventures by eliminating some of the barriers that often lead to the demise of new businesses.
The presence of an incubator is important to the start-up business climate of a region because
new businesses have a 51 percent failure rate within the first five years of opening!. To help
improve the rate of success, incubators often offer commercial space at reduced rates, shared
equipment and some form of business mentorship. However, the equipment and services
offered to tenants can vary significantly depending upon the focus of the incubator.

Why are Business Incubators Important?

Entrepreneurs and small businesses are critical drivers of economic growth. According to a
study completed for the US Small Business Association in 2004, small firms (less than 500
employees) employed almost 51 percent of the private sector, and they generated 51 percent
of non-farm private gross domestic product. The same study revealed that, in 2004, small firms
had $1.9 trillion of payroll. Given their important role in the US economy, developing new small
businesses is a strategic way to foster economic growth within a community?2.

Contents of the Feasibility Study
The Stoughton Business Incubator Feasibility Study is segmented into four sections:

Section One: Entrepreneurial Resources and Regional Economy:

The first section explores the study region population demographics and compares those
demographics to known characteristics of entrepreneurs. The goal of this process is to
determine if the Stoughton business incubator would have sufficient human capital to support
the growth of the start-up businesses. This section also provides a brief overview of the regional
economy and identifies the primary engines of job creation and economic growth from an
industry sector perspective. Sectors are the nine overarching industry classifications, e.g.,
manufacturing or retail, that are representative of every firm in the region.

Section Two: Detailed Industry Analysis:

The result of the regional economic analysis will be the identification of one or more sectors that
seem to offer the best potential to spawn businesses that could be significant job creators or
regional economic engines. The second section will explore the identified sectors in detail to
reveal the specific industry segments that offer the best mix of short-term incubator potential

1 US Census. Longitudinal Study

2 Kauffman, The Foundation of Entrepreneurship (2009). The Anatomy of an Entrepreneur: Family Background and
Motivation.
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and long-term community benefit. It is the opinion of this study that it is those industries that
represent the best investment for the Stoughton business incubator.

Section Three: Demand for a Facility: Once the industry sectors are identified, the study wiill
examine the need for an incubator facility to serve those industries. The third section of the
document will examine local real estate rates, existing start-up business climate, and start-up
business needs, as well as potential locations for the incubator. The result will be a profile of the
type of facility needed, and the services that must be offered.

Section Four: Business Incubator Strategies: To ensure that Stoughton can capitalize on
entrepreneurial potential, the incubator will need to provide specific services and resources to
new businesses. The feasibility study will conclude by identifying the appropriate target
industries, location, lease rates, services and management structure of the Stoughton incubator.
The final section will also identify potential funding opportunities and incubator partners.
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Section One:
Entrepreneurial Resources & Regional Economy

The first section explores the human capital necessary to support a entrepreneurship strategy
and provides an overview of the regional economy. The regional economic overview examines
the nine primary industry sectors to determine which industries typically generate the most jobs
per business, and those that function as regional economic growth engines. This section is
important to the business incubator feasibility study because it would be hoped that the
businesses that grow and graduate out of the incubator can offer community job creation
benefits and regional economic growth opportunity. In addition, identifying the existing industry
sectors which drive job creation and economic growth is the first step in narrowing the focus of
the incubator to specific industry sectors.

The Stoughton Region

The study region of interest is the area from which the subject community draws its workforce.
Although it may be beneficial to define the study area apart from political boundaries, the
business data that will be critical to the incubator study is reported at the county level.
Therefore, the study region must conform to county boundaries. To determine Stoughton’s
dominant worker-shed, this study used employee commuting patterns from the United States
Census.

The Census Commuting patterns track the number of individuals who commute into and out of
a community for work. This data revealed that 95 percent of all employees working within
Stoughton come from Dane, Jefferson, Green or Rock County, with Dane and Rock Counties
accounting for most of the employees. This spatial distribution is logical when one considers the
location of Stoughton in the southeast corner of Dane County, and roughly in the middle of
these four counties. Given this data, the four-county region around Stoughton will be used as
the study region for this report. All of the business information gathered and presented will come
from this region.

Map 1: Stoughton Study Region
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Human Capital

Growing a local economy by fostering start-up businesses requires that the available talent pool
is able to produce motivated entrepreneurs. Although difficult to measure, recent research into
the demographic and psychographic characteristics of entrepreneurs has shown some
similarities among the entrepreneurs. Therefore, where possible, the characteristics of typical
entrepreneurs can be compared to the make-up of the Stoughton study region.

Age and Education

Research into entrepreneurs and small business owners has revealed that 63 percent of
businesses founders are between the ages of 35 and 54, and 34 percent of them have a
bachelors or associates degree. When comparing education levels to national attainment, it
becomes clear that entrepreneurs are more highly educated than the general population
where only 22 percent of the population over 25 years of age has a bachelors or associates
degree. An additional 18 percent of business founders have a graduate degree (Masters/PhD)
while only nine percent of the national population over 25 years of age has an advanced
degrees.

Understanding the age and educational levels of typical entrepreneurs allows for a comparison
to the Stoughton study region. Approximately 30 percent of the region’s population is between
the age of 35 and 54, the same as the State of Wisconsin distribution. In terms of educational
attainment, 28 percent of the population in the region over the age of 25 have a bachelors or
associates degree compared to only 23 percent of the State of Wisconsin population over 25.
Likewise, 12 percent of the study region population over the age of 25 has a graduate level
degree while only seven percent of the State population over the age of 25 possess a similar
degree. These data show that the study region, while average in age distribution, is
considerably more educated than the state as whole. Therefore, there should be a larger pool
of individuals available who fit the entrepreneurial age and educational model“.

Years of Experience

Data shows that 54 percent of entrepreneurs have 10 or more years of experience in the industry
in which they start a business. Although an important statistic, data is not available on worker
experience on a county by county basis. However, the Wisconsin Department of Workforce
Development does track industry turnover rate. Turnover rate is a measure of how many
employees an industry loses every quarter. For example, if a company averages 100 total
employees during a given three month period, and ten employees had to be replaced during
that same time period, that company’s employee turnover rate would be 10 percent. Although
not a perfect measure, employee turnover can be used as a proxy for length of experience
because the lower the turnover rate, the longer period of time the average employee will
remain at a company. Table 1.1 below provides the approximate average employee turnover
for the time period between quarter one of 2004 and quarter three of 2008 in the study region
and the State of Wisconsin as a whole.

3 Kauffman, The Foundation of Entrepreneurship (2009). An Overview of the Kauffman Firm Survey: Results from the 2004
-2007 Data. Note: the numbers presented in the document represent all new businesses started in the year 2004.

4 United States Census Bureau. 2000 Census. Although all of the numbers presented in the document are from the 2000
census, where possible the data was compared to current estimates. The comparison reveals that no significant
changes in make-up have occurred.
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Table 1.1: Approximate Employee Turnover Rates (2004 — 2008)

According to the

employee turnover

rates, it appears that

the study region and Manufacturing 5.7% 5.0%
the state do not have | wholesale Trade 6.3% 6.1%
significantly 'dlfferent Finance & Insurance 5.9% 6.1%
turnover rates in any of

the categories. Overall, Real Estate 11.2% 10.1%
the study region has Retalil 10.1% 10.8%
lower average turnover | Construction 11.0% 10.5%
rates 'r! four _Of the Transportation 7.9% 8.5%
categories, while the

state is lower in five of utiities 2.8% 2.8%
them. Manufacturing | Services 7.9% 8.1%
has the biggest Natural Resources & Mining 11.2% 11.8%
disparity, but the Source: Wisconsin Department of Workforce Development, 2004 Q1 thru 2008 Q3

difference is still less average

than one percent.

Although not shown in this document, it should be noted that if only the 2008 turnover was
analyzed, the study region would have lower turnover rates in all but two sectors; manufacturing
and real estate. This may indicate that the study region is more stable through bad economic
conditions than the state as a whole.

Personal Wealth

According to available data, the average start up firm in 2004 injected approximately $80,000 of
capital into their new venture. Of that $80,000, almost $30,000 was owner equity.> This clearly
identifies the importance of personal wealth and the ability of an entrepreneur to finance a
large portion of their start-up business. To gauge the availability of personal equity, data on
median household net worth was gathered for the study region and the State of Wisconsin. The
data show that in 2009 although the overall median household net worth was similar between
the study region and the state ($128,100 for the study region versus $114,757 for the state), the
data for households between the ages of 35 and 54, the age cohort from which most
entrepreneurs emerge, showed greater disparity as shown in Table 1.2.

Table 1.2: Median Household Net Worth (2009)

Table 1.2 shows that the median
household net worth for the primary
entrepreneurial age cohort is considerably

35-44 $215,605 $110,799 | higher in the study region than in the State
45-54 $177,793 $91,885 | of Wisconsin as a whole. This suggests that
Source: Wisconsin Department of Workforce Development, potential entrepreneurs in the study region
2004 Q1 thru 2008 Q3 average would be able to more readily finance a

new start-up than would be expected given the state median.

5 Kauffman, The Foundation of Entrepreneurship (2009). An Overview of the Kauffman Firm Survey: Results from the 2004
-2007 Data. Note: the numbers presented in the document represent all new businesses started in the year 2004.
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Based on measurable characteristics of entrepreneurs, the Stoughton Study Region appears to
have access to a greater number of individuals that fit the criteria of business founders than may
be expected given state and national averages. In particular, the study region is highly
educated and has the personal wealth necessary to finance a new start-up venture. This is
important to a business incubator since the regional population, as determined by Stoughton’s
employee shed, will likely be the group from which new entrepreneurs arise.

Regional Economic Overview

Analyzing the regional economy provides insight into the industry sectors that are most likely to
produce new jobs and foster economic growth, as well as those that have the most robust
existing clusters. This is important to the business incubator study for a variety of reasons.

Most importantly, understanding which industry sectors provide the best job creation and
economic growth potential will help identify how the business incubator should invest its money.
In other words, if a business incubator is going to receive some amount of public funding, capital
or operational, then it will be important for the incubator to foster the types of businesses that will
have the best long-term community impact. The businesses that offer the best long-term impact
are likely going to come from an industry that historically has led the way in job creation and
regional economic growth. In addition, having a clear understanding of the regional economy
will help justify the need for a business incubator, and could be useful in crafting applications for
grant money or approaching potential project partners.

Secondly, start up businesses that utilize a Stoughton incubator will be operating within the same
regional economy as the mature firms included in this analysis. As new ventures grow, they will
need to capitalize on the existing economic infrastructure that the mature firms provide (supply
chains, workforce, knowledge base, etc.). An industry sector with a strong presence in the
regional economy often correlates to a healthy supply chain, a professional knowledge base
and a skilled workforce; thus creating the environment needed to serve the needs of new
businesses during their growth. In addition, statistics show that 65 to 80 percent of new jobs are
created form spin-offs of existing businesses. Therefore, if the Stoughton region is highly
concentrated in a particular sector, it is highly likely that sector will produce a business that may
utilize the proposed incubator.

To examine the regional economy this section will deal with the nine industry “sectors” that
contain all of the businesses within the study region. After the primary economic drivers are
identified amongst the sectors, a more detailed analysis of specific industry types will follow. It
should be noted that not all of the sectors included in this analysis have the potential to utilize a
business incubator. For example, public administration consists of primarily public sector jobs
that would never locate in a Stoughton facility. Nonetheless, they are included in the analysis so
that the strengths and weaknesses of each sector are accurately compared against all
businesses in the region. The following page identifies each sector and all of the industry
subsectors that are included within the analysis. The sectors are color coded to aid in quick
identification throughout the document.
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Natural Resources and Mining

e Agricultural Production - Crops

e Agricultural Production - Livestock

e Agricultural Services

e Forestry

e Fishing, Hunting and Trapping

e Metal Mining

e Coal Mining

e Oil and Gas Extraction

e Mining NonMetalics, Except Fuels

Manufacturing

e Food and Kindred Products

e Tobacco Manufacturers

e Textile Mill Products

e Apparel and Other Fabric Products

e lLumber and Wood Products, Except

Furniture

Furniture and Fixtures

Paper and Allied Products

Printing, Publishing and Allied Industries

Chemicals and Allied Products

Petroleum Refining and Related Industries

Rubber and Miscellaneous Plastics

Products

Leather and Leather Products

e Stone, Clay, Glass & Concrete Products

e Primary Metal Industries

e Fabricated Metal Products

e Industry and Commercial Machinery and
Computers

e Electrical and Electronic Equipment(Ex.
Computers)

e Transportation Equipment

e Measuring and Analyzing Instruments

e Miscellaneous Manufacturing Industries

Services

Personal Services

Business Services

Automobile Repair, Services and Parking

Miscellaneous Repair Services

Hotels and Other Lodging Places

Amusement and Recreational Service

(Ex. Movies)

e Health Services

e Legal Services

e Educational Services

e Social Services

e Museums, Art Galleries, Zoos, Etc.

e Membership Organizations

e Eng, Acct, Research & Mgmt Related
Services

e Miscellaneous Services

Construction

Building  Construction and General
Contractors
Heavy Construction, Except SIC 15

Construction-Special Trade Contractors

Wholesale Trade

Wholesale Trade-Durable Goods
Wholesale Trade-NonDurable Goods

Transportation and Utilities

Railroad Transportation

U.S. Postal Service

Local, Suburban and
Transportation
Motor Freight
Warehouse
Water Transportation
Transportation by Air

Pipe Lines, Except Natural Gas
Transportation Services
Communication

Electric, Gas and Sanitary Services

Interurban

Transportation and

Retail

Building Materials, Garden Supply and
Mobile Homes

General Merchandise Stores

Food Stores

Automobile Dealers & Gas Service Stations
Apparel and Accessory Stores

Home Furniture, Furnishings & Equipment
Eating and Drinking Places

Miscellaneous Retall

Finance, Insurance & Real Estate (FIRE)

Depository Institutions

NonDepository Credit Institutions

Security and Commodity Brokers and
Service

Insurance Carriers

Insurance Agents, Brokers and Service
Real Estate

Holding and Other Investment Offices

Public Administration

Exec., Leg. and Gen. Govt. (Except
Finance)

Justice, Public Order and Safety

Public Finance, Taxation and Monetary
Policy
Administration  Of
Programs

Admin. Of Environ. Quality and Housing
Programs

Administration Of Economic Programs
National Security and International Affairs

Human Resource

Page | 7





To provide an overview of the regional economy and identify primary economic and job growth
drivers in the study region, the following analysis is broken into three parts:

1. General Industry Overview: The general industry overview provides background
information on the concentration of firms, employees and sales within the study region.
This information helps define the overall make-up of the regional economy as well as
identifying which sectors have the most significant industry clusters.

2. Drivers of Job Creation: Using employment data for each sector, the regional economic
analysis will identify the industry sectors that are most likely to produce new jobs, as well
as those that will produce the highest paying jobs. This information is important to the
study because it should be the goal of an incubator to grow businesses that, once they
graduate and become stable within the community, are most likely to contribute
positively to regional job creation.

3. Drivers of Economic Growth: The primary drivers of economic growth are the industry
sectors that bring in new money from outside the region by selling export goods. Like job
creation, it is important to identify these sectors in order to promote start-up businesses
that have long-term, positive community benefits. By combining the information on
drivers of job creation and economic growth, this study will begin to narrow down the
industry targets that best fit the Stoughton business incubator. Further insight into specific
industry will be provided in a later section.

General Industry Overview

The General industry overview will help determine the stability of existing industry clusters. This
information can then be used as an approximate measure of the amount of economic
infrastructure that exists within the region for each sector.

Table 1.3 includes four columns of different concentration measurements. The first three columns
show the distribution of each sector in terms of number of firms, employees and sales. For
example, the services sector accounts for 40 percent of regional firms, 41 percent of regional
employees and 38 percent of regional sales. Based on the data in the first three columns it is
immediately apparent that the study region is dominated by service based firms, which,
consequently, provide the most jobs and produce the most sales. The high concentration of
services likely indicates that threshold of entry into the industry is lower. In other words, there are
a lot of firms competing over a large market share, so a new entry should only have to secure a
small portion of that market to be successful.

The remaining sectors’ concentrations pale in comparison to services. However, some
interesting things still emerge. For example, although manufacturing only has five percent of the
region’s firms, they account for 11 percent of total employees. Likewise, although FIRE only has
seven percent of employees they account for 13 percent of total sales. These differences
between measures show where industries offer a business by business advantage. For example,
the shift present in manufacturing means manufacturing firms employ more people per business
than other sectors. Therefore, although services have the highest concentration in every
category, their measures are relatively constant so they are not excelling in any one category
on a business by business basis.

The last column is the best pure measure of industry concentration. The employee location
guotient compares the distribution of the regional employees to the national distribution to
determine if the study region has a greater or lesser concentration in a given sector than would
be expected based on the national landscape. A location quotient over 1.0 means the region
has a higher concentration than average, and a location quotient of less than one means there
is a lower concentration than average. The data show that the region is very well balanced
among sectors, except for public administration which is very high due to the state capitol and
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major university. The only other areas where there is slightly more concentration in the study
region are services and manufacturing. In the end, the data suggests that although this region is
clearly dominated by service sector firms, manufacturing is also highly important and likely has

an established economic infrastructure.
different advantages on per business level.

throughout this section.

Table 1.3: General Industry Concentration Statistics

Regional Regional Regional Employee

Distribution Distribution  Distribution Location

Firms Employees of Sales Quotient
Services 40% 41% 38% 1.03
| | Retai 19% 18% 21% 0.90
FIRE 10% 7% 13% 1.00
Construction 9% 4% 8% 0.90
Manufacturing 5% 11% 8% 1.09
Public Administration 5% 9% n/a 1.32
Transportation & Utilities 4% 4% 3% 0.84
Wholesale Trade 3% 4% 7% 0.96
Natural Resources & Mining 3% 1% 1% 0.83
All Industries 100% 100% 100% n/a

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher

Divers of Job Creation

In addition, FIRE and wholesale trade seem to offer
This information will be explored in more detail

The potential for an industry to act as a driver of new job creation is determined largely by how
many employees a sector has historically provided on a business by business basis. Table 1.4
shows the average number of employees per establishment for each sector as well as the
percent of businesses within each sector that employs 20 or more individuals.

In both categories, the
manufacturing sector is by far the
most significant employer on a
business by business basis. In
terms of employees per firm,
manufacturing has more than
twice as many as the average of
all the industries combined. In
addition, manufacturing has
twice as many employees per
firm than wholesale trade, which
is the next closest sector that
would actually be able to use a
business incubator facility.
Likewise, manufacturing is twice
as likely to produce a business
with more than 20 employees
than would be expected based
on the percent of all industries
that have 20 or more employees.

Table 1.4: Job Creation Statistics

Average

Employees
per Firm

Percent of
Firms with 20+
Employees

Manufacturing 36 27%
Public Administration 28 24%
Wholesale Trade 18 14%
Transportation & Utilities 17 17%
Services 16 12%
Retall 15 17%
FIRE 11 8%
Construction 7%
Natural Resources & Mining 6%
All Industries 16 13%

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher
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This information seems to indicate that a mature manufacturing business is the best driver of job
creation in the study region. In addition to pure job creation potential, the quality of newly
created jobs is important.

Table 1.5 shows the average 2008 wages for Table 1.5: Average 2008 Wages
each sector in the study region. The highest Aerage Wages
average wages are found in the (2008)

transportation and utilities sector. However, if ,
L . Manufacturing $46,211
utilities are removed, transportation alone . — .
falls to only $31,000. After transportation and Public Administration $38,604
utilities, manufacturing, construction and Wholesale Trade $43,658
wholesale trade provided the highest wages. Transportation & Utilities $47,892
It is informative to see manufacturing with the Services $34.778*
second overall highest average wage .
because manufacturing firms are also the Retall $24.427
most likely to create the highest number of FIRE $41,880
new jobs on a business by business basis. Construction $44,549
These findings suggest that mangfacturing Natural Resources & Mining $32,492
offers the best long-term community benefit
in terms of job creation. Study Region Average per
: $30,400
Capita Income

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher

*Services Wages were calculated using only professional
services categories. This is because the range of services
includes everything from lawyers to fast food workers.
Because an incubator would target the professional level
services, the others were excluded.

Drivers of Economic Growth

Economic growth most typically occurs when “new” money is brought into a local or regional
economy. The new money that is brought in then goes towards paying local employees who,
most often, purchase goods and services from other local businesses. To bring in new money, an
economy must be selling its goods outside its borders. To measure an industry’s contribution to
the export economy, a combination of sales data and location quotients are used.

Location Quotients

A location quotient is a measure of concentration of a sector in a study area compared to the
nation as a whole. If an industry has a greater presence in a region than would be expected
given the overall US economy, the location quotient will be greater than 1.0. The opposite is true
for industries that are not well established in a specific place. For purposes of this analysis, the
focus is on economic drivers and export businesses, so a sales location quotient was used. The
resulting locaion quotient can be interpreted in the following way:

= A location quotient of 0.75 or less means the industry is not able to meet local
consumption through local production and, therefore, this sector must import goods.

= A location quotient of 0.76 to 1.24 means the industry is largely meeting the local
consumption through local production; this is called the subsistence range.

= A location quotient of 1.25 or more means the industry’s local production is exceeding
local consumption and excess product is being exported. The production above local
consumption is what makes up an industry’s export base.

Table 1.6 shows the sales location qoutents for each sector in the four-county study region.
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Table 1.6: Sales Location Quotient When aggregating all four counties in
the study region, the sales location

Sales Location

~ Qoutients guotient reveals that only Natural
Resources & Mining is outside the

Manufacturing 110 | gupsistence range. This is probably
Services 1.07 | pecause the study region includes a
Fire 1.03 | major metropolitan area in Madison, as
Construction 09g | well as some traditionally more blue-
. collar manufacturing communities. The
Retall 0.94 . . ; .
result is a mix of micro-economies that
Wholesale Trade 090 | mimic the nation’s economy as a whole.
Transportation & Utilities 0.78 | However, if the sectors are divided up by
Natural Resources & Mining 0.61 | county, very different location quotients
.Public Administration* N/A | €merge. Therefore, to better understand

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher the econo_mlc drivers of the reglpn,
* public Administration is not available because it does not produce ~ Figure 1.1 illustrates the sales location
a product that is measurable in sales quotients for each county.

Figure 1.1 shows the sales location quotients for each of the nine sectors in each individual
county. The solid line, intersecting the vertical axis at “1.0,” represents the average national
concentration. The dotted lines intersecting at 0.75 and 1.25 illustrate the upper and lower
boundary of the “subsistence” area. Anything above the upper dotted line represents output
(sales) from exported goods and services. The data show that, in three of the four counties, the
manufacturing segment is a strong, export-based industry. Further analyses of the
manufacturing data show that in Green County approximately 30 percent of sales in the
manufacturing industry are attributable to export. In Rock County 32 percent of manufacturing
sales are exports, and 53 percent of manufacturing sales are attributable to export activity in
Jefferson County. Retail in Green County and wholesale trade in Rock County also have
location quotients indicating export based sales. Combining this data with average sales per
establishment can identify which sectors are most responsible for bringing in new, outside dollars
into the regional economy.

2.50 Figurel.l: SalesLocation Qoutients
Natural Resources & Minning

® Construction
B Manufacturing

2.00 Transportation & Utilities
Wholesale Trade
Retall
® FIRE
1.50 u Services

1.00

0.50

0.00

Dane Green Rock Jefferson






Table 1.7: Average Sales per Establishment

;33;%23:2:1 Dane Green Rock Jefferson

Manufacturing 2.75 2.56 2.25 3.02 3.54
FIRE 2.10 2.41 1.25 1.24 1.05
. Retall 1.81 1.86 2.33 1.56 1.73
Services 1.56 1.60 0.96 1.68 0.95
Construction 1.49 1.67 1.01 1.32 0.91
Transportation & Utilities 1.47 1.67 0.52 1.18 1.46
Wholesale Trade 1.47 2.83 2.08 5.34 3.51
Natural Resources & Mining .39 0.38 0.25 0.27 0.33
Public Administration N/A N/A N/A N/A N/A

Il Industries 1.62 1.68 1.29 1.62 1.31

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher

Table 1.7 provides the average sales per establishment data for each county as well as the total
for the four-county study region. The top sectors for each area are highlighted in green. The
primary economic drivers for the region should be the sectors that have location quotients
above the subsistence level, and also have the highest sales per establshment. That
combination means that firms within that sector sell a significant amount of product, and a
portion of those sales are going to clients outside the region; in other words, those firms have the
best likelihood of bringing in large amounts of “new” money

The data show that manufacturing has among the highest average sales in each area, and it is
an export based business in three of the four counties. In addition, wholesale trade in Rock
County, and retail in Green County have high average sales per establishment and are also
export industries. Ultimately, the consistency of performance in manufacturing seems to suggest
it is the primary economic driver region-wide. It should be noted that because these measures
are based on sales, public administration is not factored in. If it were, it is likely that it would
appear as a primary driver because of the presence of government sector jobs and the
University of Wisconsin.

Section One Summary

The information on entrepreneurial resources and the regional economy reveals important
insight into the feasibility of a Stoughton Incubator and how an incubator’s money should be
invested. First, the comparison of typical entrepreneur characteristics to the regional population
suggests that Stoughton has a more substantial pool of potential entrepreneurs than the
average region within the state. Secondly, the overview of the regional economy reveals that,
although the region is dominated by service businesses in terms of sheer numbers and
production, it is the manufacturing industry that offers the best job creation and economic
growth potential on a business by business basis. To that end, a business incubator in Stoughton
would likely be best suited to foster small service start-ups and new manufacturing businesses.
Services would likely be a good fit for the incubator because there is a vast regional talent pool
and the batrrier to entry into the market is lower than other sectors. Manufacturing provides the
most long-term community benefit because as businesses graduate from the incubator, those in
the manufacturing sector are the most likely to provide substantial job creation and drive future
economic growth.
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Although the information gathered for this section is informative, it is not detailed enough to
provide a clear course of action for a Stoughton business incubator. That is why the next section
of this study will provided a detailed look at the identified sectors to determine precisely the
business types and emerging markets that would offer the best incubator and regional
opportunity. However, due to the amenities needed by the services sector, little further analysis
is needed. Instead, a business incubator that provides office space and basic new business
services will attract and support service industry start-ups. Manufacturing on the other hand
may require specialized equipment and knowledge; therefore, it is important that a detailed
understanding of manufacturing possibilities is provided. To that end, the following section
explores the manufacturing subsectors and emerging markets.
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Section Two:
Detailed Industry Analysis & Trends

The detailed industry analysis is focused on exploring manufacturing subsectors to determine the
best fit for the Stoughton Business Incubator. The criteria used to make that determination is
intended to evaluate short-term potential for start-up businesses as well as long-term growth
opportunity and community benefit. The variables considered in this section include:

e Industry Concentration

¢ Job Creation Potential

e Economic Drivers

e Future Industry Growth Opportunities

e Emerging Market Potential

e Local, Specialized Knowledge

Manufacturing Subsectors

The detailed analysis of the manufacturing industry will focus on the 20 specific business types
that together make up the manufacturing sector. Because the overview of the regional
economy reveled manufacturing in to be one of the primary job creator sand economic growth
engines, examining just the manufacturing sector at this level of detail will provide insight into the
specific services, facility needs, expertise, etc. that the business incubator would have to include
in order to successfully foster manufacturing start-ups.

B Manufacturing
e Food and Kindred Products

e Tobacco Manufacturers

e Textile Mill Products

e Apparel and Other Fabric Products

e Lumber and Wood Products, Except Furniture

e  Furniture and Fixtures

e Paper and Allied Products

e Printing, Publishing and Allied Industries

e Chemicals and Allied Products

e Petroleum Refining and Related Industries

¢ Rubber and Miscellaneous Plastics Products

e Leather and Leather Products

e Stone, Clay, Glass & Concrete Products

e Primary Metal Industries

e Fabricated Metal Products

¢ Industry and Commercial Machinery and Computers
e Electrical and Electronic Equipment(Ex. Computers)
e Transportation Equipment

¢ Measuring and Analyzing Instruments

¢ Miscellaneous Manufacturing Industries
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Industry Clusters

The first variable examines the number and intensity of manufacturing business in the study
region. This measure is used to approximate the presence and scale of local supply chains,
professional networks and knowledge base. The more manufacturing businesses of one type
that exist in the region, presumably the stronger these elements are, and therefore, the more
resources a start-up will have at its disposal. Table 2.1 provides the same industry concentration
measures as the section on the regional economy, but this time is limited to only manufacurting

categories. The top grouping of subsectors in each category has been highlighted in green.

Table 2.1: Manufacturing Industry Concentration Statistics

Regional D?;gé%?ﬁl)ln Regional Employee

Distribution Distribution Location

of Firms @l of Sales Quotient

Employees

Printing, Publishing and Allied Industries 23% 12% 11% 1.04
Industry and Commercial Machinery & Computers 15% 8% 10% 0.69
Miscellaneous Manufacturing Industries 10% 4% 4% 0.72
Fabricated Metal Products 8% 7% 7% 0.74
Food and Kindred Products 7% 16% 16% 1.60
Measuring and Analyzing Instruments 5% 12% 11% 1.64
Chemicals and Allied Products 4% 6% 6% 1.07
Lumber and Wood Products, Except Furniture 4% 20 3% 0.52
Electrical and Electronic Equipment (Ex. Comps.) 4% 5% 5% 0.80
Stone, Clay, Glass and Concrete Products 4% 20p 2% 0.57
Rubber and Miscellaneous Plastics Products 3% 5% 5% 1.24
Furniture and Fixtures 3% 4% 4% 211
Transportation Equipment 2% 11% 9% 1.44
Paper and Allied Products 2% 2% 2% 0.65
Primary Metal Industries 2% 3% 3% 0.84
Apparel and Other Fabric Products 2% 0% 0% 0.15
Petroleum Refining and Related Industries 1% 0% 1% 0.42
Textile Mill Products 0% 0% 0% 0.07
Leather and Leather Products 0% 0% 0% 0.21
Tobacco Manufacturers 0% 0% 0% 0.02
Total 100% 100% 100% n/a

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher

Table 2.1 shows that there is considerable variabilty amongst manufacturing subsectors and
between the different measures of concentration. For example, printing and publishing has the
most businesses, but food and kindred products lead the way in number of employees and
sales. Because of the variation in firms, employees and sales, the final column, employee
location quotient, becomes the most important element in identifying important industry clusters.

As discussed in the first section, an employee location quotient over 1.0 means the region has a

higher than average industry concentration, and a location quotient of less than 1.0 means the
region has a below average concentration. Because industry concentration is a good indicator
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of regional specialization, a high employee location quotient likely points to a manufacturing
subsector that has a well established support network of suppliers, skiled labor and specialized
knowledge. Future start-up businesses will need to capitalize on that network in order to gain
entry into the field and garner valuable business insight. Therefore, the employee location
guotient can help clarify the other concentration measures. For example, although the printing
and publishing subsector is near the top in the firm, employee and sales measures, it has a
location quotient of only 1.06, meaning the amount of printing and publishing activity in the
study region is not uncommon. Therefore the study region likely does not offer any significant
advantages to a new printing or publishing company compared to other locations. On the
other hand, although furniture and fixture manufacturing does not account for many firms,
employees or sales, it does have a very high location quotient, suggesting the region is uniquely
rich with furniture and fixture companies. More detail into each subsector wil emerge
throughout this section.

Job Creation Potential
Like the regional
economic overview,

Table 2.2: Manufacturing Industry Job Creation Potential
Average Percent of

. Employees Establishment
the purpose of the job ppe¥ s with 20+
creation Co.mponen'.[ IS Establishment Employees
to determine which - - \
manufacturing Transportation Equipment 161 24%
subsector is most likely | Measuring and Analyzing Instruments 86 56%
to provide a business | rood and kindred Products 75 44%
that employs numerous : : )
individuals with good Rubber & Miscellaneous Plastics Products 63 52%
pay. If there are | Primary MetalIndustries 56 44%
specific subsectors that | rymiture and Fixtures 56 36%
are more likely to fill this - - - S
role than others, and if Electrical & Electronic Equip(Ex. Comps) 49 33%
it is feasible to provide | Chemicals and Allied Products 44 42%
support to Start'f"ps N | paper and Allied Products 34 33%
that subsector via the - .
incubator, then it would Fabricated Metal Products 32 33%
be most beneficial to | Industry & Commercial Machinery & Comps 20 24%
target those subsectors | pjinting, Publishing and Aliied Industries 19 16%
for the Stoughton — - ;
facility. Table 2.2 Petroleum Refining and Related Industries 19 36%
provides the average | Stone, Clay, Glass and Concrete Products 18 24%
employee Per | |umber & Wood Products, Except Furniture 17 25%
establishment measure ;
and the percent of Leather and Leather Products 13 33%
total establishments | Miscellaneous Manufacturing Industries 12 12%
with  more than 20 Textile Mill Products 9 14%
employees. :

Apparel and Other Fabric Products 5 3%
According to the data | Tobacco Manufacturers 2 0%
presented in Table 2.2, | 5g 36 27%
transportation

: Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher
equipment has the

highest average number of employees per establishment, but a below average percentage of
establishments with more than 20 employees. This suggests that the high average per
establishment is being skewed by only a few firms. With that taken into consideration, food and
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kindred products, rubber and plastics, primary metal industries, and measuring and analyzing
instruments appear to be the primary job creators in the manufacturing subsector. However,
when compared to the sectors discussed in Section One, the entire upper half of Table 2.2 offers
better job creation potential than the other industries examined.

Table 2.3 shows the median taple 2.3: Manufacturing Industry Average Employee Wages
employee wages in 2008 for

each of the manufacturing Average
subsectors. With a regional Annual Wage
average per capita income of . .

Chemicals and Allied Products 55,248
only $30,400, all but three of the - - $
manufacturing subsectors have Prlmary Metal Industries $51,404
higher average wages than the | Fabricated Metal Products $51,152
°"erf5‘" regron. Therefore, .a” Electrical & Electronic Equipment(Ex. Comps) $50,949
provide long-term community
benefit. Highlighted in green in | Industry & Commercial Machinery & Computers $48,264
Table 2.3 are the subsectors that | Transportation Equipment $46,455
were identified as primary job . .

. Measuring and Analyzing Instruments $46,014
creators in Table 2.2. Although : 9 . yang
all are above the regional Furniture and Fixtures $43,315
average, only primary metal | Tobacco Manufacturers $42,233
lndustrles 1S among .the ,f'Ve Food and Kindred Products $42,139
highest manufacturing industries.

Rubber and Miscellaneous Plastics Products $39,920
Overall, most of the | Printing, Publishing and Allied Industries $36,687
manuchturlng subsectors  are Stone, Clay, Glass and Concrete Products $35,949
good job creators that pay :
higher than average wages. Paper and Allied Products $35,643
Therefore, almost any of the top | Textile Mill Products $29,880
subsectors |'n either Table 2'? O | Lumber and Wood Products, Except Furniture $29,026
2.3 would likely be appropriate :
for incubator investment from a | APpParel and Other Fabric Products $22,147
job creation standpoint. Only | Miscellaneous Manufacturing Industries n/a
primary me.tal industries Petroleum Refining and Related Industries n/a
performed well in both measures.

Leather and Leather Products n/a
Economic Drivers Study Region Average per Capita Income $30,400

. . . Source: Wisconsin DWD (2008); Vierbicher
The economic drivers within the ( )

manufacturing subsectors are identified using average sales per establishment and sales
location quotients. The subsectors of interest have location quotients at or above 1.25, meaning
they are exporting product, and also have high sales per establishments. That combination
means businesses which grow out of the incubator will have a good chance to bring in “new”
money from outside the regional economy. It is the influx of new money which most effectively
spurs economic growth. Table 2.4 shows the average sales per establishment and the sales
location quotient for each industry subsector.

The data in Table 2.4 reveals that food and kindred products, furniture and fixtures, chemicals
and allied products, and paper and allied products all have location quotients near or above
1.25. All but paper and allied products also have average sales per establishment that are
higher than the total manufacturing average, and more than twice as high as the total regional
average sales per establishment presented in Table 1.7 in Section One. Therefore, it is likely that
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the food products, furniture and fixtures, and chemicals and allied products subsectors are the
primary economic drivers within the manufacturing industry in terms of export based sales.

Table 2.4: Manufacturing Sales and Export Data

Average Sales

Sales per Location
Establishment Qoutient
Transportation Equipment 10.16 0.84
Measuring and Analyzing Instruments 6.35 1.14
Food and Kindred Products 5.75 1.23
Rubber and Miscellaneous Plastics Products 4.65 1.14
Furniture and Fixtures 4.32 1.59
Primary Metal Industries 4.22 0.98
Chemicals and Allied Products 3.92 1.33
Electrical & Electronic Equipment(Ex. Comps) 3.38 0.84
Paper and Allied Products 2.64 1.25
Fabricated Metal Products 254 0.78
Petroleum Refining and Related Industries 251 0.84
Lumber and Wood Products, Except Furniture 1.88 0.82
Industry & Commercial Machinery and Comps 1.86 0.95
Stone, Clay, Glass and Concrete Products 1.79 0.91
Printing, Publishing and Allied Industries 1.31 1.13
Leather and Leather Products 1.17 0.48
Miscellaneous Manufacturing Industries 1.03 0.98
Apparel and Other Fabric Products 0.67 0.73
Textile Mill Products 0.56 0.37
Tobacco Manufacturers 0.10 0.47
Total 2.75 1.10

Source: Claritas, 2009 (Business-Facts, InfoUSA); Vierbicher
Future Industry Growth Opportunities

For a business to be successful in the long term, it is beneficial if it is entering an environment that
has future growth opportunity. To measure future growth opportunity, Wisconsin Department of
Workforce Development (DWD) industry growth projections were combined with the employee
location quotients to produce Figure 2.1. Figure 2.1 presents, in a single chart, the study region’s
future manufacturing leaders and the best manufacturing opportunities.

The x-axis on Figure 2.1 is the forecasted growth projection for each industry out to the year 2016.
The solid line intersecting the x-axis at approximately -1.7 percent is the overall manufacturing
industry growth forecast. In other words, the Wisconsin DWD expects manufacturing as a whole
to decline by 1.7 percent over the next six years. The y-axis is the employee location quotient, or
employment concentration measure (ECM). The ECM is used to illustrate the relative
concentration of each industry and the overall regional manufacturing specialization. The
bubble size and number within the bubble represents the total number of establishments in the
region. When these measures are combined, in particular the ECM and growth forecast, it
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becomes clear which industries have the infrastructure and future market to likley succeed in the
region.

The upper right-hand quadrant of the graph (yellow) contains the industries which are both high
growth and high concentration. These collections of businesses are the industry leaders
because they already have an established specialization within the region and they also have
good future growth prospects. The lower right-hand quadrant (green) represents the region’s
future opportunities. These industries do not presently have a great concentration, but they do
have excellent growth potential. Therefore, with the right support the opportunity industries
could grow into future leaders. The upper left-hand quadrant (blue) shows the area’s mainstays.
The mainstays do not have great future growth potential, but they are highly concentrated in
the region so will likely remain a staple of the manufacturing landscape. The lower left-hand
guadrant (red) shows the industries that are declining and do not have an existing
concentration. It is likely best that these industries be ignored as future economic drivers or job
creators. To summarize Figure 2.1, the region has the following leaders, opportunities, mainstays
and declining manufacturing:

Leaders
e Furniture and Fixtures
e Rubber and Plastics
e Chemicals and Allied Products

Opportunities
e Stone, Clay, Glass and Concrete
e Miscellaneous Products
e Fabricated Metal

Mainstays
e Measuring and Analyzing Equipment

e Food and Kindred Products

e Transportation Equipment

e Printing and Publishing

e Miscellaneous Products
Declining

e Apparel and other Fabric Products

Petroleum Refining

Paper and Allied Products

Electrical and Electronic Equipment

Primary Metals

Industry and Commercial Machinery and Computers

Lumber and Wood Products (very near to being an opportunity, with a 0.8% projected decline by 2016)
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Employment Concentration Measure (ECM)

Figure 2.1: Manufacturing Forecast and Opportunity
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