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EXHIBIT A

LEGAL DESCRIPTION

Proposed Tax Increment Finance District
Red Mile Road, Lexington, Fayette County,
Kentucky

The following area description is intended for
tax increment financing district purposes only
and shall not be used for transfer or conveyance
purposes. This description represents
information attained by deeds of record and in
no way represents a survey by implication or
actuality.

Being a tract of land located in Fayette County,
Kentucky on the east side of Red Mile Road
lying generally between Red Mile Road and the
race track and being more particularly described
as follows:

Parcel 1

Beginning at the northwest corner of the
property designated as 837 South Broadway,
Tattersalls Properties, LLC as shown at PC “M”
Slide 036 at the office of the Fayette County
Clerk;

Thence, with the line of Tattersali: S 38°55°41”
E a distance of 332.00’ to the northeast corner of
lot #59;

Thence, with the line of lot #59 S 51°45°38” W
a distance of 116.00” to the west edge of Nelms
Avenue;

Thence, with Nelms Avenue S 38°55°47”E a
distance of 370.94" to a point in the north right
of way of Harrodsburg Road;

Thence, S 51°45°22” W a distance of 17.97"
with said right of way;

Thence, N 86°30°15” W a distance of 80.23°
with said right of way;

Thence, S 40°10°10” E a distance of 123.48°
with said right of way;

Thence, S 51°45°22” W a distance of 302.07°
with said right of way;

Thence, S 51°45°22” W a distance of 86.45’
with said right of way;

Thence, S 38°44°41” E a distance of 15.00” with
said right of way,

Thence, S 51°45°22” W a distance of 332.00°
with said right of way;

Thence, N 38°14°38” W a distance of 85.00°
with said right of way;
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Thence, N 51°45°22” E a distance of 418.32°
with said right of way;

Thence, N 51°45°22” E a distance of 200.00° to
the intersection of the north right of way of
Harrodsburg Road and the west right of way of
Red Mile Road;

Thence, with said right of way of Red Mile
Road; N 40°33’41” W a distance of 416.90" to
the beginning of a curve to the left with an arc
length of 266.35°, with a radius of 527.70°,
along a chord bearing of N 52°58°18” W, with a
chord length of 263.53’ to the beginning of
another curve to the left; with an arc length of
347.39°, with a radius of 521.00° along a chord
bearing N 86°37°35” W, with a chord length of
340.99’ to a point;

Thence, S 74°16°19” W a distance of 637.50° to
the beginning of a curve to the right; with an arc
length of 1701.37°, with a radius of 870.50°
along a chord bearing of N 49°44°11” W, with a
chord length of 1443.21’;

Thence, N 06°15°19” E a distance of 1263.33°
still with the right of way of Red Mile Road; N
05°17°48”E a distance of 115.77 to a point;
Thence, S 86°31°20” E a distance of 18.15’ to a
point;

Thence, N 06°31°47” E a distance of 914.62° to
the beginning of a curve to the left with an arc
length of 289.14° with a radius of 1400.00’along
a chord bearing of N 00°36°47” E with a
distance of 288.63°;

Thence, still with the west right of way of Red
Mile Road, N 05°18°13” W a distance of 97.24°
to a point;

Thence N 51°35713” W a distance 0of 48.61" to a
point in the south right of way of Versailles
Road;

Thence, crossing said right of way of Red Mile
Road N 08°01°13” W a distance of 72.00" to a
point in the north right of way of Versailles
Road;

Thence with said right of way N 81°58°47” E a
distance of 17.99”, continuing with said right of
way N 84°39°17” E a distance of 36.04 to the
intersection of the west right of way of South
Forbes Road;

Thence, crossing said right of way N 84°39°17”
E a distance of 72.38’ to a point in the east right
of way of South Forbes Road;




Thence, with the north right of way of Versailles
Road N 84°39’17” E a distance of 122.53’ to a
point;

Thence, crossing to the south right of way of
Versailles Road S 05°20°43” E a distance of
72.00° and continuing with said right of way S
84°39°17” W a distance of 60.04’;

Thence, S 49°11°34” W a distance of 78.47" to a
point in the east right of way of Red Mile Road;
Thence S 05°18°13” E a distance of 86.16" to
the beginning of a curve to the right with an arc
length of 307.01°, with a radius of 1486.50°
along a chord bearing of § 00°36°47” W a
length of 306.46°,

Thence, continuing with said right of way S
06°31°47” W a distance of 943.32° to a point in
said right of way;

Thence, leaving the right of way of Red Mile
Road with a line of Ball Realty, LLC. S
86°57°19” E a distance of 318.63’ to a point in
said line;

Thence, N 04°50°08” E a distance of 435.57" to
a point in the line common with the right of way
of Nancy Hanks Road and the parcel of LFUCG
property at 1306 Versailles Road.

Thence, with said parcel S 85°09°43” E distance
of 362.64” to a point common with said parcel
and parcel 62;

Thence, with said parcel 62 $ 07°19°27” W a
distance of 79.23” to a point;

Thence, around the race track 8 calls;

Thence, S 48°05°23” W a distance of 125.25’ to

a point;

Thence, S 36°22°20” W a distance of 80.51" to a
point; ’
Thence, S 25°08°54” W a distance of 102.37" to
a point;

Thence, S 13°11°17” W a distance of 104.00° to
a point;

Thence, S 02°04°07” W a distance of 99.40° to a
point;

Thence, S 11°49°01” E a distance of 106.44° to
a point;

Thence, S 15°16°50” E a distance 0of 219.72° to
a point;

Thence, S 40°51°14” E a distance of 1256.27 to
a point;

Thence, along a curve to the left with an arc
length of 424.17°, with a radius of 725.00’, a
chord of § 57°36°53” E a distance of 418.157;
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Thence, continuing with another curve to the left
with an arc length 453.68°, with a radius of
475.00’, along a chord of N 78°15°43” E a
distance of 436.63°;

Thence, leaving the race track, S 39°06°01” E
189.68’ to the northeast corner of Tattersall
Properties, LLL.C,

Thence, with the line of Tattersall, S 51°17°09”
W a distance of 283.20°, which is the point of
beginning, having an area of 3,502,880.94
square feet, 80.415 acres.

“STABLE OF MEMORIES”

Exception to the previous description being an
area known as the “Stable of Memories” lying
completely inside the previous description as
shown on the attached drawing and more
particularly described as follows:

Beginning at the corner nearest the race track;
Thence, S 38°47°10” E a distance of 150.00° to
a point;

Thence, § 52°12°11” W a distance of 125.02° to
a point;

Thence, S 67°48°54” W a distance 0f 3238’ to a
point;

Thence, N 38°24°29” W a distance of 138.24° to
a point;

Thence, N 51°04°54” E a distance of 155.12° to
a point;

Which is the point of beginning, having an area
of 22,968.17 square feet, (.527 acres.

The total area of the TIF district is parcel !
excluding the exception “Stable of Memories”

property.

80.415 acres — 0.527 acres exception “Stable of
Memories” Property
79.888 acres total
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EXHIBIT B

PROJECT DESCRIPTION
Description of the Red Mile Mixed-Use Development

The Red Mile Mixed-Use Development project is a planned mixed-use development
that is strategically located just off of South Broadway on the edge of downtown
Lexington, Kentucky. The surrounding area has experienced a sizeable amount of
growth in recent years, much in part due to the area's location on the edge of
downtown and just a short walk to the campus of the University of Kentucky.

Planning is currently underway for the development, which will cover approximately
68 acres of property, and add over 450,000 square feet of retail, entertainment, and
housing, along with three separate parking structures. Based on build construction, site
work, and miscellaneous costs, the total construction cost, public and private, is
estimated to be approximately $186.9 million. Overall, the proposed development will

have the following components:

B Trackside Entertainment - The remodeled 1,900 seat grandstand and
entertainment areas at the racetrack will cover approximately 47,500 square feet
and include luxury boxes, additional grandstand seating, new dining options,
and a new special events plaza.

B Hotel - The proposed trackside hotel will include approximately 200 rooms and
will connect to the track's new entertainment and grandstand areas.

B Retail and Restaurant - Approximately 277,000 square feet of net leasable space
will be available for various retail and restaurants to acquire.

W Office- Approximately 24,000 square feet of net leasable space will be available
for use as office space.

B Residential - There will be approximately 295,000 square feet of residential
apartment space (204 units) included in the development, spread over nine
separate buildings throughout the property, two of which are located directly
above retail space in the heart of the Project.

M Parking - Open grade parking will provide 1,768 parking spots, while the three
proposed parking structures will add an additional 164, 104, and 104 spots

respectively.
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The Project is expected to be completed in five years. Phasing will be spaced out over
the five years with various aspects of the project coming on line in each. The first phase
is expected to be completed in 2011 and each subsequent phase completed

approximately one year later. The phasing schedule is shown below in Figure 3-1.

Figure 3-1
Red Mile Mixed-Use Development
Phasing Schedule
Square Footage Breakdown

Phase 1

Retail 13,600 sq ft

Restaurant 20,400 sq ft

Residential 60 units
Phase 2

Retail 22,400 sq ft

Restaurant 33,600 sq ft
Phase 3

Retail 26,400 sq ft

Restaurant 39,600 sq ft

Office 24,000 sq ft
Phase 4

Retail 48,400 sq ft

Restaurant 72,600 sq ft

Residential 96 units

Parking Structures 208 spaces
Phase 5

Trackside Entertainment 65,500 sq ft

Hotel 200 rooms

Residential 48 units

Parking Structure 164 spaces

The Project includes several definitive and unique features. These features will add
great appeal to the site as a tourist destination by making the one-of-a-kind project a
premier harness racing venue and pedestrian-friendly place to live, work, dine and
shop.

Truckside Enteriainment

The proposed grandstand remodeling and expansion will add approximately 65,500
square feet of additional space for entertainment use including seating for 1,900. This
broad expansion, including the addition of luxury boxes and a new special events plaza,
will allow The Red Mile to become a premier venue. The increased appeal that will
follow this expansion and modernization will allow The Red Mile to become a world-
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class harness racing destination. Revenues resulting from this new expansion are

expected to amount to an estimated $285 per square foot in a given year of operation.
Hotel

The proposed hotel is expected to include 200 rooms and will be located trackside
embedded in the expanded entertainment and grandstand area. The hotel will allow
track visitors to stay on-site and fully experience everything the redeveloped track has
to offer. The rest of the Project will provide convenient shopping and dining that the
hotel guests can enjoy within a very short walking distance, and the close proximity to
downtown Lexington provides a greater array of options for hotel guests to enjoy. The
hotel is expected to generate $165 a night per room, and occupancy is expected to
average 65% upon project completion.

Retuil and Restaurunt

The Project includes approximately 277,000 square feet of space for mixed-use
including retail and restaurant. The revenue expected is approximately $68 million a year
upon project completion, at an average of $250 per square foot a year for retail and $340

per square foot a year for restaurant space.
Residential

The Project, as proposed, has approximately 295,000 square feet of residential space
located in different locations throughout the property. With rent estimates averaging
approximately $1,200 a unit per month, and 204 units available upon project
completion, the residential portion of the development is estimated to generate about
$3.3 million a year after stabilization. This amounts to an estimated $1.6 million in

income after expenses.

The location of this Project, and the estimated price range of the units, will make it a
viable option for graduate and post graduate students at the University of Kentucky and
young professionals who work in the downtown area. Once completed, the developer
should easily be able to find a sufficient number of tenants to fill the apartments.

Office

The Project, as proposed, includes approximately 24,000 square feet of leasable office
space located in the center of the development above retail space. With rent estimates
averaging approximately $18 per square foot for a year, and about 24,000 square feet,
the office space is expected to generate about $490,000 a year upon stabilization. The
income after expenses that this money is estimated to generate is approximately
$410,000 in the third year of office operations.
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EXHIBIT C

Commonwealth .
Economics

QUALIFYING PUBLIC INFRASTRUCTURE COMPONENTS

Figure 5-1 describes the public infrastructure costs that are included in project costs.
These estimated costs for public infrastructure qualify for financial support through the

TIF program. The public infrastructure costs total $54 million.

Figure 5-1

Red Mile Mixed-Use Development
Approved Public Infrastructure Costs

General Conditon

Demolition

Clearing and Grubbing

Erosion and Sediment Control

Land Development

Curb and Gutter

Sidewalk

Road Work

Parking Lots

Sanitary Sewers

Waterlines

Storm Sewers

Street Light

Electric, Gas, Telephone, and Cable Conduits
Town Green Park

Town Green Streetscape

Intersections With Red Mile Road
Greenway Along Red Mile

Intersection Improvement South Broadway
Intersection Improvement Versailles Road
Angliana Connection

Red Mile Widening from Horseman Lane to Versailles Road Intersection
Red Mile Greenway & Utility Relocations
Parking Structures

A/E, Legal Services & Other Soft Cost (15%)
15%Contingency

Total

$150,000
$350,000
$162,500
$424,200
$6,060,000
$1,500,000
$660,000
$2,202,400
$3,701,900
$1,913,580
51,416,719
$4,112,466
$180,000
$195,000
$1,300,000
$2,080,000
$1,095,000
$2,300,000
$968,750
$475,000
$308,750
$2,402,690
$700,000
$7,440,000
$5,938,558

$5,938,558

$53,976,071

Red Mile Mixed-Use Develapment
Economic and Fiscal Impact Analysis




EXHIBIT “D”
Financing Plan

Redevelopment Assistance

The proposed “redevelopment assistance”, as defined in the Act, to be provided
in the Development Area is estimated to cost a total of $54 million, not including
interest/financing expenses. The LFUCG will pledge eighty percent (80%) of its
incremental tax revenues from real property taxes and occupational taxes from the
Project for over the applicable 20-year period and, in accordance with the Act, will
create a special fund for the deposit of pledged incremental revenues. In addition, the
LFUCG and/or the Agency will submit an application to the Kentucky Economic
Development Finance Administration (‘KEDFA”) to request State participation in the
form of a pledge of eighty (80%) of incremental State tax revenues generated from the
Project during the 20-year period.

The LFUCG will establish a special fund for the deposit of pledged incremental
revenues. Pledged incremental revenues deposited into this special fund will be used
solely to pay debt service and costs of issuance on increment bonds, including
“financing costs” (as defined by the Act), issued by the LFUCG to finance the
redevelopment assistance described herein and other “approved public infrastructure
costs” (as defined in the Act) or, if increment bonds are not issued, to pay directly for
such redevelopment assistance and approved public infrastructure costs, and any other
purposes in compliance with this Development Plan, the Act, and all agreements and
documents entered into in connection therewith. The Department of Finance and
Administration (the “Agency”), organized by the LFUCG, will be designated to oversee,
administer and implement the development ordinance.

The Project is estimated to generate approximately $238.4 million in incremental
tax revenues over the 20 year period beginning in 2013. Approximately $190.7 million
of this total will be available for debt service ($170.6 million for state participation and
$20.1 million for local participation). The “activation date” (as defined in the Act) is
expected to occur immediately following completion phase 2 of the Project, which is
projected to be finished by 2013. This sets the timeframe of financial obligations at 20
years, beginning in 2013 and ending in 2032.

Attached hereto is an example of a plan of finance in the event increment bonds

are issued to provide the redevelopment assistance and pay for approved public
infrastructure costs.
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$64,257,246
Red Mile Mixed-Use Development
Tax Increment Financing Revenue Bonds

Sources & Uses

Dated 1/01/2011 | Delivered 1/01/2011

Sources Of Funds
Par Amount of Bonds.

Total Sourc

Uses Of Funds

Deposit to Debt Service Reserve FUNG (DSRF)... . ccecmiiivveionisesnesisresssosanmissesmmsensore sasstessmremssessmsssesssnesssnsnans

Deposit to Capitalized Interest (CIF) FUNG..coer it iivenicissscsnnvs st cennssesmnsevecostense

Deposit to Project Construction Fund......ccvcminiiiannnnn

Rounding Amount.....

Total Uses.

$64,257,246

$64,257,246

6,425,724.57

3,855,434.74

53,976,071.00

15.69

$64,257,246




$64,257,246

Red Mile Mixed-Use Project
Tax Increment Financing Revenue Bonds
Net Debt Service Schedule

Date Principal  Coupon Tnterest Total P+1 DSR CF Net New D/S
1/1/2011 - 6.00%  3,855434.74 3,855,434.74 - (3,855,434.74) -
1/1/2012 - 6.00% 3,855,434.74 3,855,434.74 - (3,855,434.74) -
1/1/2013 150,000.00 6.06%  3.855434.74 4,005,434.74 - - 4,005,434.74
1/1/2014 625,000.00 6.00%  3,846,434.79 4471,434.74 - - 4,471,434.74
1/1/2015 925,000.00 6.00%  3,808,934.74 4,733,934.74 - - 4,733,934.74
1/1/2016 1,915,000.00  6.00% 3,753,434.74 5,668,434.74 - - 5,668,434.74
1/1/2017 2,085,557.00 6.00%  3,638,534.74 5,724,091.74 - - 5,724,091.74
1/1/2018 2,241,973.78  6.00% 3,513,401.32 5,755,375.10 - - 5,755,375.10
1/1/2019 2,410,121.81  6.00% 3,378,882.90 5,789,004.70 - - 5,789,004.70
1/1/2020 2,590,880.94 6.00%  3,234,275.59 5,825,156.53 - - 5/825,156.53
1/1/2021 2,785,197.01 6.00%  3,078,822.73 5,864,019.75 - - 5,864,019.75
1/1/2022 2,994,086.79 6.00%  2,911,71091 5,905,797.70 - - 5,905,797.70
1/1/2023 3,218,643.30  6.00%  2,732,065.70 5,950,709.00 - - 5,950,709.00
1/1/2024 3,460,041.55 6.00% - 2,538,947.10 5,998,988.65 - - 5,998,988.65
1/1/2025 3,719,544.66  6.00% 2,331,344.61 6,050,889.28 - - 6,050,889.28
1/1/2026 3,998,510.51  6.00% 2,108,171.93 6,106,682.45 - - 6,106,682.45
1/1/2027 4,298,398.80 6.00%  1,868,261.30 6,166,660.10 - - 6,166,660.10
1/1/2028 4,620,778.71  6.00%  1,610,357.37 6,231,136.09 . - 6,231,136.09
1/1/2029 4,967,337.12  6.00%  1,333,110.65 6,300,447.77 - - 6,300,447.77
1/1/2030 5,339,8687.40  6.00% 1,035,070.42 6,374,957.82 - - 6,374,957.82
1/1/2031 5,740,378.95  6.00% 714,677.18 6,455,056.13 - - 6,455,056.13
1/1/2032 6,170,907.38  6.00% 370,254.44 6,541,161.82 (5,425,724.57) - 115,437.25

Total  $64,257,245.71 - §55517,562.63 $119,774,808.34 (6,425,724.57) (3,855434.74) $109,493,649.03




Tax Increment Financing
6% Coupon

Coverage Ratio

Date Total Revenues Total D/S Coverage
1/1/2013 $4,145,138 $4,005,435 1.0349
1/1/2014 $5,407,210 $4,471,435 1.2093
1/1/2015 $8,222,088 $4,733,935 1.7368
1/1/2016 $8,468,750 $5,668,435 1.4940
1/1/2017 $8,722,813 $5,724,092 1.5239
1/1/208 $8,984,497 $5,755,375 1.5611
1/1/2019 $9,254,032 $5,789,005 1.5986
1/1/2020 $9,531,653 $5,825,157 1.6363
1/1/2021 $9,817,602 $5,864,020 1.6742
1/1/2022 $10,112,130 $5,905,798 1.7122
1/1/2023 $10,415,494 $5,950,709 1.7503
1/1/2024 $10,727,959 $5,998,989 1.7883
1/1/2025 $11,049,798 $6,050,889 1.8261
1/1/2026 $11,381,292 $6,106,682 1.8637
1/1/2027 $11,722,731 $6,166,660 1.9010
1/1/2028 $12,074,413 $6,231,136 1.9378
1/1/2029 $12,436,645 $6,300,448 1.9739
1/1/2030 $12,809,744 $6,374,958 2.0094
1/1/2031 $13,194,037 $6,455,056 2.0440
1/1/2032 $13,589,858 $115,437 117.7251

Total $202,067,882 $109,493,649 -




EXHIBIT E

Old Revenues From Development Area

Property PIDN# | Assessed Valuation
780 Red Mile Rd. 13867600 07-§ 200,000 | 08-$ 200,000 | 09-$ 200,000
790 Red Mile Rd. 16983800 07-$ 132,000 | 08-$ 132,000 | 09-$ 132,000
1200 Red Mile Rd. 13867650 07-$5,000,000 | 08-$5,000,000 [ 09-$5,000,000
439 Nelms Ave. 13867800 07-$ 8,000 | 08-% 8,000 | 09-$ 8,000
441 Nelms Ave. 13867700 07-% 7,000 | 08-% 7,000 [ 09-$ 7,000
445 Nelms Ave. 13867900 07-§ 15,200 108-$ 15200 | 09-$ 15,200
449 Nelms Ave. 13867000 07-$ 7,000 | 08-$ 7,000 | 09-$ 7,000
451 Nelms Ave. 13867100 07-% 4,000 | 08-% 4,000 | 09-% 4,000
455 Neims Ave. 13868000 07-§ 91,500 | 08-3 91,500 | 09-% 91,500
459 Neims Ave. 13088200 07-§ 10,000 | 08-$ 10,000 [ 09-$ 10,000
461 Nelms Ave. 14496700 07§ 10,000 |08-$ 10,000 | 09-$ 10,000
463 Nelms Ave. 10856500 07-8 20,000 [ 08-$ 20,000 | 09-$ 20,000
471 Nelms Ave. 13856050 07-$ 65,000 | 08-§ 65,000 | 09-$ 65,000
Total $5,569,700 $5,569,700 $5,569,700

“Old Revenues” to LFUCG from real estate taxes shall be the 2009 assessed
valuation of real property within the Development Area of $5,569,700, multiplied
by the 2009 tax rate to LFUCG, not including any special district tax rates and the
$.05 rate per hundred valuation allocated to the Library, of $.2035 per each $100
in valuation, which is $11,334.34.

“Old Revenues” to LFUCG, from occupational taxes (net profits and payroll
taxes) from the Development Area shall be based on the calendar year receipts
to LFUCG for 2009 from the Development Area, which are $11,188 from net
profits taxes and $45,343 from payroll taxes for a total of $56,531.
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EXFIBIT F

Commonweatth| .
Economics
Figure 7-2
Red Mile Mixed-Use Development
Incremental Tax Revenues Generated for Project
2012 2013 2014 2018 2016 2021 2026 2031
Total Yearl Year2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20 |20-Year Total
Estimated Tax Revenues from Project
State Tax Revenues
State Property Tax Revenues $4,561,489 $169,759  $174,852  $180,097  $185500  $191,065 8221497 $256,776]  $297,674) 54,561,489
State Sales and Use Tax Revenues $1.524,748 $2,890,622 $3,735,314 $5,845,428 $6,020,790| $6,979,746 $8,091,439 $9.380,195| $135,356,469
State Individual Income Tax $769,902 $1,579,283 $2,046,295 $3,119,578  $3,213,165| $3,724,939| $4,318,226 35,006,007 $72,282,452| '
State Corporate Income and LLE Tax $30,998 $60471  $110,965  $145488 $149,853) 81737211 $201,390 $233,466| $3,368,494/ :
Total State Tax Revenues $215,568,904 $2,495407 $4,705,228 $6,072,671 $9,295,994  $9,574,874] $11,099,903] $12,867,830($14,917,342| $215,568,504
Local Tax Revenues
Local Property Tax Revenues 57,688,316 $286,126  $294,710 $303,551 $312,658  $322,037 §373,3300 $432.791 $501,724 $7.688,316
Locat Qccupatonal License Tax $127,002 _ 8316333 $521,685 $812,018  $836,379  $969,592 $1,124,023] $1,303.051] 518,635,820
Total Local Tax Revenues $26,324,136 $413,128  $611,043  $825,234 $1,124,676  $1,158,416{ $1,342,922] $1 556,814] $1,804.774] 526,324,136
Total Tax Revenues $241,893,040 $2,908,534  $5,316,270 $6,897,907 $10,420,670 $10,733,290] $12, 442,825 $14,424.645!$16,722,117] $241,593,040
"As-ls" Tax Revenues
State Tax Revenues
State Property Tax Revelwes $194,132 $7,225 $7,442 §7,665 $7,895 $8,132] $9.427 $10,928 312,669 $194,132,
State Sales and Use Tax Revenues $348,820 $12,982 §13,371 $13,772 $14,185 $14,611 516,938 $19,636| 522,763 $348,820,
State Individual Income Tax $1,704,287, $63,426 $65,329 367,289 $69,308 $71,387| $82,757 $95,938 8111,218 $1,704,287
State Corporate ncome and LLE Tax $1,133 $1,167 $1,202 $1,238 $1,275 51,478 $1,713 31,986 $30,434
Total State "As Is" Tax Revenues $2,277,673 $84.765 $87,308 $80,927 $92,625 $95404| $110,599] $128,215} $148,636 $2,277,673,
Local Tax Revenues
Local Property Tax Revenues $327,206 $12,177 $12,543 $12,919 $13,306 $13,706 $15,889 $18,419, $21,353 $327,206|
Local Occupational License Tax $913,011 $33,978 $34,998 $36,048 $37.129 $38,243 $44,334 $51,395 $59,581 $913,011
Total Local "As Is" Tax Revenues $1,240,217| $46,156 $47,540 $48,966 $50,435 $51,948 $60,223 $69,814 $80,934 51,240,217
Total " As-Is" Tax Revenues $3,517,890] $130,921  $134,848  $138,894  $143,061 $147,352] $170,822]  $198,029] $229,570 $3,517,89¢
Estimated Incremental Tax Revenues $238,375,150 $2,777,613  $5,181,422 $6,759,013 $10,277,610 $10,565,938 $12,272,003] $14,226,615 $16,492,546 $238,375,150|
(-) Retained by State at20% $42,658,246 $482,28  $923,584 $1,196,549 $1,840,674 51,895,894 5$2,197,861| $2,547,923 $2,953,741]  $42,658,246
) Retained by Local at20% $5,016,784 $73,394 _$112,700 4155254  $214,848 §221,294] $256,540]  §297.400|  $344,768 85,016,784
Net incr. Tax Rev. Available from Project $190,700,120 $2,222,091 $4,145,138 $5,407,210 $8,222,088 $8,468,750 $9,817,603| $11,381,292| $13,194,037 $190,700,120/
Incr. Tax Rev. Available for State TIF Progtam at80% $170,632,985 $1,928,513 $3,694,336 $4,786,195 $7,362.695 37,583,576 $8,791,443 $10,191,692/$11,814,965| $170,632,985
Incr. Tax Rev. Available for Local Participation  at80%  $20,067,135 $293.578  $450,802  $621.016 $859,392  3885,174| $1,026,159 $1,189,600 $1,379.072] 520,067,135
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Tax Increment Financing Development Plan
For The
Red Mile Development Area

1. Introduction.

1.1. Purpose. The Lexington-Fayette Urban County Government
(“LFUCG” or “Lexington”) intends to establish the Red Mile Development Area (the
“Development Area”} pursuant to the provisions of KRS 65.7041 to 65.7083, and KRS
154.30-010 to 154.30-090, as the same may be amended (collectively, the “Act”), and to
request funding from the Commonwealth of Kentucky (the “State”) to support a mixed-
use private development (the “Project”) within the Development Area, being undertaken
by The Lexington Trots Breeders Asscciation, LLC (the “Developer). The LFUCG
proposes to support the Project and provide redevelopment assistance through a
pledge of certain new LFUCG and State incremental tax revenues generated from the
Project within the Development Area and to undertake certain public infrastructure

improvements needed within the Development Area.

The Project proposed by the Developer or its affiliate includes trackside housing,
stand-alone apartments, stand-alone retail, mixed-use office/retail, mixed-use

residential/retail, and a hotel and entertainment center.

The Project will also include a remodeled grandstand, new entertainment area,
three parking structures and a greenway trail and town green park. In order to help
ensure the success and support of the Project and encourage other investment in and

related to the Development Area, and to encourage and support development within the
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territorial limits of Lexington, certain public improvements are needed within the
Development Area.

1.2. Size and Location. The Red Mile Race Track in Lexington,
Kentucky, a 132-acre horse racing development, opened its doors on September 28,
1875 - the inaugural opening day of the Great Fall Trots at the Red Mile. The Red Mile
is known widely for its fast, red clay, one-mile track. As it stands today, the Red Mile is

the second oldest harness racing track in the world.

The Red Mile is located on Red Mile Road between two of Lexington’s major
roadways, South Broadway and Versailles Road. The Red Mile is positioned
approximately 1.5 miles Southwest of Downtown Lexington and only about a half mile
from the heart of the University of Kentucky’s main campus. The Red Mile is a vast plot
of land in a unique urban environment, surrounded by blossoming redevelopment
opportunities on nearly all sides. Much of the surrounding land is medium-high density
residential and some professional cffice space, as well as industrial/warehouse uses.
The Development Area is described more particularly herein and in the site plan and

legal description attached as Exhibit “A.”

1.3. Current Uses. The Red Mile property as it sits today has been
primarily zoned for agricultural use {(A-U), a zone that seems to correlate to a horse
racing track, but can also be seen as out of context for the urban environment the Red
Mile Track is within. As a result, the property was rezoned to Mixed Use Community
(MU-3) on January 14, 2010. The Red Mile property is bordered by 6 different zones,
including Residential (R-2, R-3, R-4), Business (B-3, B-4) and Office (P-1). The
residential zones range from duplex residential development (R-2) to high density

3
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apartment buildings (R-4). The business zones range from Highway Service Business
(B-3) to Wholesale and Warehouse Business (B-4). These zones are illustrative of a

development pattern taking place in the area surrounding the Red Mile.

The Red Mile Race Track itself includes many interesting site features that
passersby may not be able to appreciate without first hand experience. lllustrated in
photographs and on the included map are the key site features at the Red Mile. The
most well known feature of the grounds, due to its visual impact, is the Standardbred
Stable of Memories located near Red Mile Road and visible from the South Broadway
and Red Mile Road intersection. The Stable of Memories is one of many culturally rich
pieces on site where numerous community functions still take place. Other notable
features are the Clubhouse, a 2-story colonial brick building that houses restaurants and
track viewing areas as well as banquet space. The Tattersalls Stables, a “world-
renowned” horse sale pavilion/arena, is also a part of the Red Mile property and is
envisioned to be a major factor in the future operations post development. Of course,
the Red Mile is most well known for its track and training facilities that owners and
trainers travel from far and wide to utilize with their horses. The Race Track itself, the
Stable of Memories and the Tattersalls Stables will remain as is, and they are located
on the portion of the Red Mile property that is not included in the Development Area.
However, their rich historic fabric will be woven into the redevelopment plans in order to

build on the Red Mile’s past successes.
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2. The Development Area

2.1. Assurances Regarding the Size and Taxable Assessed Value
of the Development Area and Other Matters. The LFUCG finds in accordance with

the Act that:

(a) The Development Area is a contiguous area consisting of

79.89 acres, more or less, which is less than three square miles in area;

(b) The establishment of the Development Area will not cause
the assessed taxable value of real property within the Development Area and within all
“development areas” and "local development areas” established by the LFUCG (as
those terms are defined in the Act) to exceed twenty percent (20%) of the total
assessed taxable value of real property within Lexington. The assessed value of
taxable real property within the Development Area for calendar year 2009 was
$5,332,000. The LFUCG has previously established three other development areas
pursuant to the Act, the Phoenix Park/Courthouse Development Area, the Lexington
Distillery District Development Plan, and the Showprop Lexington Development Area.
The combined real property assessed valuation for those three development areas is
$19,373,200 and when combined with the real property assessed value for the
proposed Development Area, the total real property assessed value for all development
areas established by the LFUCG will be approximately $24,705,200. The total
assessed value of taxable real property within Lexington for the calendar year 2009 is

approximately $22 Billion. Therefore, the assessed value of taxable real property within
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all development areas is significantly less than twenty percent (20%) of the assessed

value of taxable real property within Lexington; and

{¢)  That the Development Area constitutes previously developed

land as required by KRS 65.7043.

2.2. Statement of Conditions and Findings Regarding the
Development Area. Pursuant to KRS 65.7049(3), a development area shali exhibit at
least three of the following conditions to qualify for designation as a “development area’
under the Act and to qualify for a pledge of State incremental revenues pursuant to KRS

154-30.060:

(a)  Substantial loss of residential, commercial, or industrial

activity or use;

(b) Forty percent (40%) or more of the households are low-

income households;

(c) More than fifty percent (50%) of residential, commercial, or

industrial structures are deteriorating or deteriorated:;

(d) Substantial abandonment of residential, commercial, or

industrial structures;

(e) Substantial presence of environmentally contaminated land;

(f) Inadequate public improvements or substantial deterioration

in public infrastructure: or
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(9) Any combination of factors that substantially impairs or
arrests the growth and economic development of the city or county; impedes the
provision of adequate housing; impedes the development of commercial or industrial
property; or adversely affects public health, safety, or general welfare due to the

development area’s present condition and use.

The LFUCG has reviewed and analyzed the conditions within the Development
Area and finds that the Development Area exhibits four of the qualifying characteristics:
{1) A substantial loss of commercial activity has occurred.
On site, the Red Mile Race Track, like most of the horse racing industry, has been in a
state of economic decline for years. Declining attendance has increased the financial
losses suffered in the operation of the Race Track. Only contributions from owners who
are dedicated to the sport have enabled the Developer to preserve the core commercial

venture - standardbred racing.

(2)  More than fifty percent (50%) of the commercial
structures are deteriorating or deteriorated. In fact, one hundred percent (100%) of
the buildings could be considered as either deteriorating or deteriorated. The
grandstand, clubhouse and paddock area stand unchanged. No upgrades have been
made to their basic infrastructure since original construction. Renovations of those
structures will be necessary. Many of the stables, which constitute more than fifty
percent (50%) in number of the structures in the Development Area, could be
considered as deteriorated. Some stables have been demolished because of their

deteriorated condition.
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(3) Public improvements and public infrastructure are
inadequate. Limited public infrastructure currently exists within the proposed
development site. in addition, public infrastructure connecting to the site is inadequate
to handle the increased services that will be needed. Having to construct the necessary
public infrastructure creates a heavy financial burden for the potential future
development of this land. Examples of public infrastructure needed to enable

construction of the Project and growth in the Development Area include:

. Utilities — A vast expansion of sanitary sewer lines, storm sewer lines, water
service lines, and utility conduits, including electric, gas, telephone and cable, to

accommodate the large increase in utility usage that the Project will require.

. Roadways — The creation of new internal roads and an expansive walkway
system to handle the increased vehicular and pedestrian traffic this development will

draw.

. Parking — Open grade parking will provide 1,768 parking spots, while the three

proposed parking structures will add an additional 164, 104 and 104 spots respectively.

. Red Mile Road — Improvements at Red Mile Road’s intersections with both South
Broadway and Versailies Road and a widening of Red Mile Road to improve the flow of

traffic, both vehicular and pedestrian, that will result from this Project.

. Storm Water Management — The traditional storm water management plan to
control detention and post development water quality consists of surface detention
located at the lowest point on-site. Underground storm water facilities will be

constructed at various locations on-site to enhance infiltration and groundwater
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recharge while maximizing the site's open spaces and usages. Each of these
underground storm water facilities will include sump volume to store the portion of storm
water runoff generated from the site and will use a solar pump system to pump runoff to

irrigate the open spaces and greenway areas.

(4) A combination of factors substantially impairs or arrests
the growth and economic development of the city or county and impedes the
development of commercial or industrial property due to the Development Area’s
present condition and use. As noted in Section 1.3, most of the Development Area
has been zoned for agricultural use. It and the surrounding lands as a whole were
initially agricultural in nature - horse racing, horse sales, tobacco warehouses, suppliers
to farmers, and even a restaurant (the Coach House) frequented by horse farm owners
and racing fans. The lifespan of that medel has expired, and surrounding properties
already have or are converting o other uses. Much of the land surrounding the
proposed Project has been converted to large apartment complexes providing student
housing. This dominant residential use impairs the development of commercial
properties in that area of Lexington and arrests the growth of economic activities there.
The development of the Red Mile Project will aileviate this single usage by creating
mixed usage of entertainment, hotel, retail, offices, and residential; but the inadequacy

of the public infrastructure in the Development Area impedes its development.

2.3. Assurances the Deveiopment Area Is Not Reasonably
Expected to Develop Without Public Assistance. The LFUCG finds that the
Development Area is not reasonably expected to be developed without public

assistance. Despite its appealing location and storied history, no interest has been
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shown in redeveloping the property to bring new economic activity to the area, other
than the proposed Project. The public infrastructure costs associated with any
successful redevelopment of the Development Area are too high to occur without the
help of the public. It is estimated that the total cost of public infrastructure
improvements needed within the Development Area to successfully redevelop the Red
Mile site as an urban mixed-use development is approximately $54 million. Without
public funding, including the critical pledge of State incremental revenues under the
Commonwealth Participation Program for Mixed-Use Redevelopment in Blighted Urban
Areas, as provided in the Act, the proposed Project within the Development Area would

not be possible.

2.4. Assurances the Public Benefits of Redeveloping the
Development Area as Proposed Justify the Public Costs Proposed. The LFUCG
finds that the public benefits of redeveloping the Development Area justify the public
costs proposed. As detailed in the Commonwealth Economics Report, attached hereto
as Exhibit “B”, (the “Report™), the public investment is expected to reach $54 million, but
the private investment within the Development Area will reach $133 million and support
2,099 new construction jobs and approximately 1,767 new permanent jobs within the
Development Area. The proposed improvements will encourage new visitation to the
area and provide necessary amenities for existing residents and new visitors alike.
While the LFUCG will pledge eighty percent (80%) of new ad valorem property taxes
and occupational taxes to pay for the public projects proposed, it will generate
significant new revenues from the twenty percent (20%) of those new incremental

revenues not pledged and one hundred (100%) of the cther local taxes generated from
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the Project. Under the Act, school systerms may not participate in the pledge of
incremental revenues. Therefore, the local school system will receive significant new

revenues from the Project within the Development Area.

Besides the new jobs and capital investment created directly by the Project, the
Project will have a significant multiplier effect on the economy of Lexington and the
State. According to the Report, upon the opening and stabilization of the Project, the
annual economic and fiscal impact of the Project is estimated to include $177 million of
total spending, $70.3 million of increased earnings, support for 1,767 jobs, and $11.2
million in State and LFUCG tax revenues. Of these tax revenues, approximately $6.2
million are net new to the State in the first year of stabilization.

The $241.8 million in tax revenue that is expected to be created cver the 20-year
period is much greater than the amount of taxes created in the Development Area
without the Project. Furthermore, the analysis shows that the "net new" amount of
taxes from this Project will include $136.4 million in net new tax revenue to the State
and $17.6 million for the LFUCG, for a total estimated net new fiscal impact of $154
million.

The fiscal benefits far exceed the existing tax revenue from the Development
Area, which is estimated at $119,811 annually (by end of 2009 estimates). In a 20-year
period, which begins at full operation, the Project is estimated to generate a total of
about $241.8 million of State and LFUCG tax revenues. By contrast, if the site remains
"as-is", tax revenues are estimated to amount to $3.5 million during the same period.

As a result, incremental tax revenues are estimated to amount to $238.4 million. After
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20 percent is retained, such amount transiates to an estimated $170.6 million of cash
available from the State and an estimated $20.1 million from the LFUCG.

Based on research and analysis documented in the Report, the Project is
estimated to have a significant economic and fiscal impact to the local economy. lts
construction is estimated to generate a one-time impact that includes over $233.5
million of total spending throughout the state, $98.3 million of earnings, support for
2,565 jobs, and $10.1 million of state and local tax revenues. Upon project opening and
in the first year of stabilization, annual economic and fiscal impact is estimated to
include $177 million of total spending, $70.3 million of increased earnings, support for
1,767 jobs, and $11.2 million of state and local tax revenues.

It is proposed that the incremental revenues from the LFUCG and State will be
used to fund the capital costs of the "approved public infrastructure” (as defined in the
Act) needed for the Project within the Development Area. The estimated cost of the
approved public infrastructure needed for the Project is approximately $54 million.
it is estimated that approximately $190.7 million in LFUCG and State incremental
revenues from the Project will be available over 20 years to pay for approved public
infrastructure costs needed for the Project. The net present value of this $190.7 million
is dependent upen many variables in the tax-exempt financing/bonding market.

After subtracting the baseline "old revenues” as required by the Act, the
estimated net new incremental tax revenue generated by the Project is $120.4 million.
This amount far exceeds the estimated $54 miillion in approved public infrastructure
costs. As a result, the Project represents an enormous benefit to Lexington and the

State.
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In addition, the significant investment represented by the Project will act as a
catalyst for other development in the area.

2.5. Assurances Regarding the Area Immediately Surrounding the
Development Area. Pursuant to the Act the establishment of a development area
requires a finding that the area immediately surrounding the Development Area has not
been subject to growth and development through investment by private enterprise or, if
the area immediately surrounding the Development Area has been subject to growth
and development through investment by private enterprise, that there are certain special
circumstances within the Development Area that would prevent its development without
public assistance. The LFUCG finds that portions of the area immediately surrounding
the Development Area has been subject to growth and development through investment
by private enterprise, but that certain special circumstances within the Development

Area would prevent its development without public assistance as follows:

(a) Commercial activity. Commercial activity in the
surrounding area has been in a state of decline as the former agricultural related uses

are no longer viable in this area.

(b) Infrastructure. The area bordering Red Mile Road is in
need of improvements within the right-of-way including new pedestrian facilities
(sidewalks, greenway traii, cross walks at new and existing intersections), road
widening along Red Mile Road, new signaled intersections at specified locations along
Red Mile Road coordinating with the Development Plan, improvements at intersections

of Red Mile Road and South Broadway as well as Red Mile Road and Versailles Road,
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a major sanitary sewer pump station and forced main to connect to the public sanitary

sewer, and storm sewer facilities to protect and enhance existing karst features on site.

(c}) Housing. Private development of surrounding lands has
primarily been construction of farge student housing projects, the majority of which are
made up of medium-high density rental units. This concentration of residential
development prevents diversified economic growth, but public infrastructure is needed

for the proposed mixed use Project to be built in the Development Area.

2.6. Development Area Description. The Development Area includes
the real property within the boundaries described on the site plan and legal description

attached hereto as Exhibit “A.”

2.7. Existing Uses and Conditions. The Red Mile property as it sits
today is primarily zoned for agricultural use (A-U), a zone that seems to correlate to a
horse racing track, but can also be seen as out of context for the urban environment the
Red Mile Track is within. The Red Mile property is bordered by 6 different zones,
including Residential (R-2, R-3, R-4), Business (B-3, B-4) and Office (P-1). The
residential zones range from duplex residential development (R-2) to high density
apartment buildings (R-4). The business zones range from Highway Service Business
(B-3) to Wholesale and Warehouse Business (B-4). These zones are illustrative of a

development pattern taking place in the area surrounding the Red Mile.

The Red Mile property is currently used as a horse racing track for standardbred
harness and quarter horse races. In addition to hosting live racing, the Red Mile

simulcasts races from around the world and allows wagering on these races 365 days a
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year. The facility is also the host of numerous horse sales throughout the year along
with other events such as receptions and corporate meetings. The Red Mile will not be
able to function profitably for a sustained period of time if changes are not made that will

attract more visitors and allow more live racing days throughout the year.

2.8. Changes in the Zoning Ordinance, Zoning Map,
Comprehensive Plan or Other Codes or Plans Necessary to Implement the
Development Plan. A portion of the development area needed a zone change from
Agricultural to Mixed Use Community (MU-3). Council has approved the text
amendment for the MU-3 zone. The Planning Commission unanimously approved the
rezoning from agricultural to MU-3 on November 19, 2009. Council approved the

rezoning on January 14, 2010.

2.9. Certification of Compliance with the Comprehensive Land-Use
Plan. The Red Mile property is one of a handful in Lexington that received special
notation in the 2007 Comprehensive Plan as “property [that] should be reviewed
through a Small Area Plan, with strong consideration for high-density residential and

mixed-use.”

The Red Mile Development Plan has been created through the process of the
Developer collaborating with the working group that was assembled by the consultant
team and representatives from LFUCG. Its purpose was to have an open and
transparent design process, allowing local residents and stake holders to voice their
opinions and concerns in regards to the concepts being presented to them. After the
working group sessions, a series of meetings with city officials and an open public forum
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were held to further expand the public process to all levels of the community. The
Development Plan was submitied to the LFUCG for certification of compliance with the
duly adopted Comprehensive Plan. The Planning Commission approved such
certification at its December 10, 2009 meeting. Attached as Exhibit “C” is the

documentation of certification.

3. The Development Program.

The Project proposed for the Development Area includes the following approved
public infrastructure and public improvement elements, in addition to the private portions
of the Project, as described more particularly on the site plan attached hereto as Exhibit
“A." A breakdown of approved public infrastructure costs is attached hereto as Exhibit
ap

3.1. Private Development. It is estimated that the total development
potential on site, in terms of dollars, is in the neighborhood of $190 million. The list of

the potential private development projects are:

- Trackside Housing

- Stand-alone Apartments

- Stand-alone Retail

- Mixed Use Office/Retall

- Mixed Use Residential/Retail

- Hotel/Entertainment Center
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3.2. Public Projects.

- Intersection Improvements at South Broadway and Versailles Road
Left turn, through, and right turn lanes will be constructed to help

ease time delays at these traffic lights during peak hours.

- Red Mile Widening
The median will be extended along Red Mile Road, which could

potentially require the widening of Red Mile Road.

- Red Mile Greenway Trail
The creation of the Red Mile Greenway Trail, as well as the Town
Green, the central open space pedestrian spine and the
centerpiece for the Project’s main street would connect South
Broadway to Versailles Road and beyond. The Greenway Trail
includes a trail, tree plantings, pedestrian lighting, pedestrian
seating and other facilities. It is a major component of the Project
that will eventually connect the Red Mile to the University of
Kentucky, as well as to the propesed Town Branch Trail. The Red
Mile Greenway Trail proposed will lie in the existing right-of-way

between Red Mile Road and the proposed development.

- Town Green: Park and Streetscape
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The Town Green is the centerpiece for the Red Mile Development
Plan. The current location coincides with the idea that there will
eventually be an addition to the grandstand that will serve as a
termination point of the town green axis. It will also include the
potential hotel/entertainment center, with an associated parking
structure. The Town Green provides open green space, gathering
area and a central pedestrian spine that runs along the main

commerciail/mixed-use corridor.

- New Intersections
Five intersections, including two with signals, will be constructed at
the proposed entrance/exits from the development area. Each
intersection will need lighting, cross walks and other pedestrian

amenities.

- Utilities
The site will need a major sanitary sewer pump station and forced
main to connect to existing trunk line. The site wili also need a
major infrastructure upgrade and treatment of urban runoff to

protect and enhance the karst features on site.
4. Redevelopment Assistance and Finance Pian.

The proposed “redevelopment assistance”, as defined in the Act, to be provided

in the Development Area is estimated to cost a total of $54 million, not including

18
11610485.1




interest/financing expenses. The LFUCG will pledge eighty percent (80%) of its
incremental tax revenues from real property taxes and occupational taxes from the
Project for over the applicable 20-year period and, in accordance with the Act, will
create a special fund for the deposit of pledged incremental revenues. In addition, the
LFUCG and/or the Agency will submit an application to the Kentucky Economic
Development Finance Administration (‘KEDFA”) to request State participation in the
form of a pledge of eighty (80%) of incremental State tax revenues generated from the
Project during the 20-year period.

The LFUCG will establish a special fund for the deposit of pledged incremental
revenues. Pledged incremental revenues deposited into this special fund will be used
solely to pay debt service and costs of issuance on increment bonds, including
“financing costs” (as defined by the Act), issued by the LFUCG to finance the
redevelopment assistance described herein and other “approved public infrastructure
costs” (as defined in the Act) or, if increment bonds are not issued, to pay directly for
such redevelopment assistance and approved public infrastructure costs, and any other
purposes in compliance with this Development Plan, the Act, and all agreements and
documents entered into in connection therewith. The LFUCG will enact an ordinance
establishing the Development Area and adopting this Development Plan. The
development ordinance will designate the Department of Finance and Administration
(the “Agency"}, organized by the LFUCG, to oversee, administer and implement the
development ordinance.

As set forth in more detail in the Report, the Project is estimated to generate

approximately $238.4 million in incremental tax revenues over the 20 year period
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beginning in 2013. Approximately $190.7 million of this total will be available for debt
service ($170.6 million for state participation and $20.1 million for local participation).
The “activation date” (as defined in the Act) is expected to occur immediately following
completion phase 2 of the Project, which is projected to be finished by 2013. This sets
the timeframe of financial obligations at 20 years, beginning in 2013 and ending in 2032.

5. Conclusions.

The Development Area’s mix of private investment and public improvements will
allow the LFUCG to create an environment welcoming to visitors and residents alike.
The proposed assistance is critical to the successful redevelopment of the Development
Area and the significant amount of private investment and economic benefit that will

come with this Project.
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List of Exhibits

Exhibit A - Site Plan and Legal Description of Development Area
Exhibit B - Commonwealth Economics Report
Exhibit C - Certification from the LFUCG Planning Commission that
Development Plan is in Compliance with Lexington’s
Comprehensive Plan
Exhibit D - Listing of Approved Public Infrastructure Costs
L0475983.4
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LEGAL DESCRIPTION

Proposed Tax Increment Finance District
Red Mile Road, Lexington, Fayette County,
Kentucky

The following area description is intended for
tax increment financing district purposes only
and shall not be used for transfer or conveyance
purposes. This description represents
information attained by deeds of record and in
ne way represents a survey by implication or
actuality.

Being a tract of land located in Fayette County,
Kentucky on the east side of Red Mile Road
lying generally between Red Mile Road and the
race track and being more particularly described
as follows:

Parcel 1

Beginning at the nerthwest corner of the
property designated as 837 South Broadway,
Tattersalls Properties, LLC as shown at PC “M”
Slide 036 at the office of the Fayette County
Clerk;

Thence, with the line of Tattersall: § 38°55°41”
E a distance of 332.00° to the northeast corner of
lot #59;

Thence, with the line of lot #59 S 51°45°38” W
a distance of 116.00’ to the west edge of Nelms
Avenue;

Thence, with Nelms Avenue S 38°55’47"E a
distance of 370.94° to a point in the north right
of way of Harrodsburg Road;

Thence, S 51°45°22” W a distance of 17.97°
with said right of way;

Thence, N 86°30°15” W a distance of 80.23°
with said right of way;

Thence, S 40°10°10” E a distance of 123.48°
with said right of way;

Thence, S 51°45°22” W a distance of 302.07’
with said right of way;

Thence, S 51°45°22” W a distance of 86.45°
with said right of way;

Thence, S 38°44°41” E a distance of 15.00° with
said right of way;

Thence, S 51°45°22” W a distance of 332.00°
with said right of way;

Thence, N 38°14°38” W a distance of 85.00°
with said right of way;
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Thence, N 51°45°22” E a distance of 418.32’
with said right of way;

Thence, N 51°45°22” E a distance of 200.00° to
the intersection of the north right of way of
Harrodsburg Road and the west right of way of
Red Mile Road;

Thence, with said right of way of Red Mile
Road; N 40°33°41” W a distance of 416.90° to
the beginning of a curve to the left with an arc
length of 266.35°, with a radius of 527.70°,
along a chord bearing of N 52°58°18” W, with a
chord length of 263.53” to the beginning of
another curve to the left; with an arc length of
347.39’, with a radius of 521.00” along a chord
bearing N 86°37°35™ W, with a chord length of
340.99’ to a point;

Thence, S 74°16°19” W a distance of 637.50’ to
the beginning of a curve to the right; with an arc
length of 1701.37°, with a radius of 870.50”
along a chord bearing of N 49°44°11” W, with a
chord length of 1443.217;

Thence, N 06°15°19” E a distance of 1263.33”
still with the right of way of Red Mile Road; N
05°17°48"E a distance of 115.77° to a point;
Thence, S 86°31°20” E a distance of 18.15° to a
point;

Thence, N 06°31°47” E a distance of 914.62° to
the beginning of a curve to the left with an arc
length of 289.14" with a radius of 1400.00’along
a chord bearing of N 00°36°47” E with a
distance of 288.63";

Thence, still with the west right of way of Red
Mile Road, N 05°18°13” W a distance of 97.24°
to a point;

Thence N 51°35713” W a distance of 48.61° to a
point in the south right of way of Versailles
Road;

Thence, crossing said right of way of Red Mile
Road N 08°01°13”" W a distance of 72.00° to a
point in the north right of way of Versailles
Road;

Thence with said right of way N 81°58’47”E a
distance of 17.99°, continuing with said right of
way N 84°39°17” E a distance of 36.04’ to the
intersection of the west right of way of South
Forbes Road,

Thence, crossing said right of way N 84°39°17”
E a distance of 72.38’ to a point in the east right
of way of South Forbes Road;




Thence, with the north right of way of Versailles
Road N 84°39°17” E a distance of 122.53" to a
point;

Thence, crossing to the south right of way of
Versailles Road S 05°20°43” E a distance of
72.00’ and continuing with said right of way S
84°39°17” W a distance of 60.04°;

Thence, S 49°11°34” W a distance of 78.47" to a
point in the east right of way of Red Mile Road;
Thence S 05°18°13” E a distance of 86.16” to
the beginning of a curve to the right with an arc
length of 307.01°, with a radius of 1486.50°
along a chord bearing of § 00°36°47” W a
length of 306.46°;

Thence, continuing with said right of way S
06°31°47” W a distance 0of 943.32’ to a point in
said right of way;

Thence, leaving the right of way of Red Mile
Road with a line of Ball Realty, LLC. S
86°57°19” E a distance of 318.63" to a point in
said line;

Thence, N 04°50°08” E a distance of 435.57 to
a point in the line common with the right of way
of Nancy Hanks Road and the parcel of LFUCG
property at 1306 Versailles Road.

Thence, with said parcel S 85°09°43” E distance
of 362.64’ to a point common with said parcel
and parcel 62;

Thence, with said parcel 62 § 07°19°27” W a
distance of 79.23 to a point;

Thence, around the race track 8 calls;

Thence, S 48°05°23” W a distance of 125.25° to

a point;

Thence, S 36°22°20” W a distance of 80.51° to a
point;

Thence, S 25°08°54” W a distance of 102.37° to
a point;

Thence, S 13°11°17” W a distance of 104.00’° to
a point;

Thence, S 02°04°07” W a distance 0f 99.40° to a
point;

Thence, S 11°49°01” E a distance of 106.44° to
a point;

Thence, S 15°16°50” E a distance of 219.72° to
a point;

Thence, S 40°51°14” E a distance of 1256.27" to
a point;

Thence, along a curve to the left with an arc
length of 424.17°, with a radius of 725.00°, a
chord of S 57°36’53” E a distance of 418.15’;
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Thence, continuing with another curve to the left
with an arc length 453.68°, with a radius of
475.00°, along a chord of N 78°15°43” Ea
distance of 436.63";

Thence, leaving the race track, S 39°06’01” E
189.68’ to the northeast corner of Tattersall
Properties, LLC;

Thence, with the line of Tattersall, S 51°17°09”
W a distance of 283.20°, which is the point of
beginning, having an area of 3,502,880.94
square feet, 80,415 acres.

“STABLE OF MEMORIES”

Exception to the previous description being an
area known as the “Stable of Memories” lying
completely inside the previous description as
shown on the attached drawing and more
particularly described as follows:

Beginning at the corner nearest the race track;
Thence, S 38°47°10” E a distance of 150.00° to
a point;

Thence, S 52°12°11” W a distance of 125.02° to
a point;

Thence, S 67°48°54” W a distance 0f32.38" to a
point;

Thence, N 38°24°29” W a distance of 138.24" to
a point;

Thence, N 51°04°54” E a distance of 155.12° to
a point;

Which is the point of beginning, having an area
0f 22,968.17 square feet, 0.527 acres.

The total area of the TIF district is parcel 1
excluding the exception “Stable of Memories™

property,

80.415 acres — 0.527 acres exception “Stable of
Memories” Property
79.888 acres total
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Red Mile Road from 8. Broadway Junction

Red Mile Road
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Red Mile from the Red Mile Road




Red Mile Grandstand

Red Mile Club House




Paddock Area

Stable of Memories




Grandstand

View of the Grandstand from the Tracks




Parking area with the stables in the background

Stables




View of the Lexington Downtown

View of the Tattersalls

View of the Developments towards the West.




Adjoining Industrial Area

Adjoining New Student Housing
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I. INTRODUCTION AND EXECUTIVE SUMMARY

Introduction

Commonwealth Economics, LLC was retained by the Red Mile Mixed-Use
Development to perform an economic and fiscal impact analysis! of the Red Mile
Mixed-Use Development (the Project) in Lexington, Kentucky.

The objective of the analysis is to support applications that are being submitted to the
Lexington Fayette Urban County Government (LFUCG) for incentives for the
development of the Red Mile Mixed-Use Development project through the use of Tax
Increment Financing (TTF).

Thus, the role of this impact study is two-fold: (1) to quantify the positive economic
aclivity that will result from the Project, and (2) to compare the impact of this new
economic activity on state and local tax revenues to the requested amount of the TIF.
The LFUCG examines both aspects to determine, in part, whether the project truly is
beneficial not only to the economy but alsc to governmental revenues.

Executive Summary

The subject of this analysis is the Red Mile Mixed-Use Development project, which is to
be located at 790, 980, and a portion of 1200 Red Mile Road in Lexington, Kentucky.

The proposed development will include a remodeled 1,900 seat grandstand and new
entertainment area, a 200 room hotel, 24,000 square feet of leasable office space,
approximately 277,000 square feet of leasable mixed-use space for retail and restaurants,
over 295,000 square feet of residential apartment space (204 units), three parking
structures providing a combined 372 spaces, and a greenway trail and town green park.
The private portions of the project are expected to have a total cost of nearly $133
million.

! The results presented herein are fair and reasonable. Based on Commonwealth Economics’ analysis, the
Project is a strategic development that will bring significant economic and fiscal benefits to both
Lexington and the Commonwealth of Kentucky.

Commonwealth Economics utilized sources deemed to be reliable but cannot guarantee their accuracy.
Moreover, estimates and analysis presented in this study are based on trends and assumptions, which
usually result in differences between the projected results and actual results. And because events and
circumstances frequently do not occur as expected, those differences may be material.

Red Mile Mixed-Use Development
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With a national ranking of 214 for small market cities in Best Citics for Relocating Families,
by Werldwide ERC and Primacy Relocation, and 33+ of all cities in the nation according to
Forbes Magnzine’s Best Places for Businesses and Careers, Lexington continues to improve
and solidify its status as a desirable place to live and do business. In its 2007 Annual
Quality of Life Quotient, Expansion Management magazine gave Lexington, Kentucky 5
stars, which is its highest honor for metro areas. By 2015, it is estimated that the
population of Lexington will have increased by 15% since the 2000 Census. The
population is expected to continue to increase each year following 2015 by an average of
about 14,000. A rapidly growing population such as Lexington’'s will require continued
growth and development in order to keep up with the growing demands that will
accompany the expanding populalion and continue to attract new businesses.

The growing population will create increased demand for an environment in
downtown Lexington that is more vibrant and inviting. The Red Mile Mixed-Use
Development project is exactly the type of development that the downtown area needs
to continue to attract professionals and their businesses to the Commonwealth. It will
provide entertainment of multiple varieties including a great amount of green space,
shopping, dining, and a world-class harness racing destination. The Project will fill a
void in the downtown area which will make everyday shopping more convenient for
those living in both the apartments constructed as part of the project and the thousands
of people already living in the very nearby area. This development combines a variety
of businesses with a unique and exciting environment that is necessary in order to
revitalize and reinvigorate downtown Lexington. This, along with similar
developments, will create a more “livable” downtown Lexington. This will draw new
businesses and residents from outside of the Commonwealth by creating an attractive
and exciting downtown environment, providing a very practical living option for
young professionals and graduate students, and offering premier harness racing
facilities.

Based on research and analysis documented in this report, the Red Mile Mixed-Use
Development project is estimated to have a significant economic and fiscal impact to the
local economy.

Baseline Tax Revenue

The current site would generate an estimated $119,811 in “as-is” baseline tax revenue
through its 2009 property valuation and the related state and local property taxes along

Red Mile Mixed-Use Development
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with other applicable taxes annually, with $77,572 going to the state, and $42,239 going
to the local government.?

Economic and Fiscal Iimpact

Its construction is estimated to generate a one-time impact that includes over $132
million of total spending, $79.7 million of direct construction earnings, support for 2,565
jobs, and $5 million of state and local tax revenues. Upon project opening and in the
first year of stabilizaticn, annual economic and fiscal impact is estimated to include $177
million of total spending, $70.3 million of increased earnings, support for 1,767 jobs, and
$11.2 million of state and local tax revenues.

Incremental Revenues

In a 20-year period, which begins upon TIF activation, the Red Mile Mixed-Use
Development project is estimated to generate a total of about $241.8 million of state and
local tax revenues. By contrast, if the site remains “as-is”, tax revenues are estimated to
amount to $3.5 million in the same period. As a resulf, incremental tax revenues are
estimated to amount to $238.4 million. After 20 percent is retained, such amount
translates to an estimated $190.7 million of cash available for the State’s TIF program
and an estimated $20.1 million for local participation.

Public Infrastructure Costs

It is important to understand that only the costs associated with “public infrastructure”
are eligible to be paid for through the TIF program. The estimated cost of the TIF
eligible public infrastructure is approximately $54 million. We estimate that up to
approximately $190.7 million will be available over 20 years through TIF to cover costs
that are related to public infrastructure development.

“Net New” Benefit

This $190.7 million is much greater than the amount of taxes created on this property
without the Project. Furthermore, our analysis shows that the “net new” amount of
taxes from this Project will include $136.4 million in net new tax revenue to the
Commonwealth and $17.6 million for the city of Lexington, for a total estimated net
new fiscal impact of $154million.

2 This number represents “The estimated amount of local and state old revenues that would have been
generated in the footprint of the project in the absence of the project” as defined in KRS 154.30-030(6)a(5).
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After subtracting the baseline “as-is” tax revenues that would be displaced from the
existing site by the proposed Project, the estimated net new incremental tax revenue is
$150.5 million. This amount far exceeds the estimated $54 million in TIF recoverable
public infrastructure costs. As a result, the Project represents an enormous benefit to
the city of Lexington and the Commonwealth of Kentucky.

The basic development plan for the Project is shown below in Figure 1-1.
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Il. THE NEED FOR PUBLIC INFRASTRUCTURE

The public infrastructure needs in the footprint are significant and are of critical
importance to the redevelopment of the location. In its current state, the site is not
suited for residential or commercial use. The site faces several infrastructure issues that
will prevent the area from becoming successful and experiencing economic growth
without the assistance of the local and state governments.

The site’s redevelopment will require a large amount of infrastructure improvements
that will be necessary to deal with the addition of residential and commercial buildings.
The additional infrastructure needs include a vast expansion of the sanitary sewer lines,
water service lines, storm sewer lines, and utility conduits (including electric, gas,
telephone and cable). The area is currently not suited for or capable of accommodating
the large increase in use of utilities that the Project will certainly require. The addition
of sewer and water lines that are capable of handling the increased flow that will result
from a development of this magnitude is absolutely mandatory for site development,
but is very cost prohibitive. Sewer and water line expansions alone are estimated to
cost aver $7 million.

The Project also requires the creation of several internal roads, sidewalks, and parking
lots. The current site only has a very small paved parking lot, while the rest of the area
consists of gravel roads and dirt/ grass parking areas. The proposed Project will require
the addition of about three new internal roads, an expansive walkway system, and a
vast amount of paved parking to safely handle the increased vehicular and pedestrian
traffic that this development will draw. These improvements are expected to cost over
$9 million.

The area surrounding the site will also face difficulties as a result of the increased traffic
to the Project. In order to prepare for the increased traffic, some off-site road
improvements are included in the public infrastructure improvements. The
improvements at Red Mile Road’s intersections with both South Broadway and
Versailles Road will greatly improve the flow of traffic, both vehicular and pedestrian,
that will result from the new Project. The Project also proposes a widening of Red Mile
Road for certain portions to help with traffic as well. The costs associated with these
improvements that will be required if any economic progress is to occur in this area
amount to nearly $4.5 million.

The Project, as proposed, also includes a large amount of green space including
“greenways” that are designed to make the area more pedestrian friendly. The
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proposed greenway trail, which is lined with trees and various landscaping, runs along
Red Mile Road and connects the town branch trail to the University of Kentucky. This
will make pedestrian travel along Red Mile Road much more appealing and safe. Also
included in the Project is the “Town Green Park”, which is a length of green space,
trees, and water décor that runs from the Project’s main entrance to the remodeled
track’s entrance. These public amenities will greatly increase the appeal of the area to
visitors, and make the area much more pedestrian friendly. As proposed, these
improvements are expected to cost over $5.5 million.

The project also requires a storm water management plan to control detention and post
development water quality. The traditional storm water management plan consists of

surface detention located at the lowest point on-site.

In order to maximize the open spaces and overall usage of the site, underground storm
water facilities will be constructed at various locations on site to enhance infiltration
and groundwater recharge while maximizing the site’s open spaces and usages. Each
of these underground storm water facilities will include sump volume to store the
portion of storm water runoff generated from the site and will use a solar pump system
to pump runoff to irrigate the open spaces and the greenway areas.

This is a very unique system that is able to enhance groundwater recharge, reduce
environmental impact, and recycle storm water from impervious areas for irrigation
using a solar power system. The estimated construction cost of solar pump and storm
water facilities for the site totals approximately $2.4 million.

Theses public infrastructure imprevements and expansions are necessary for any
successful redevelopment to occur on this site. The high cost of the expansive
infrastructure improvements required at this location will call for significant financial
assistance from both the state and iocal governments. It is highly unlikely that this site
will be redeveloped anytime in the near future without governmental assistance in
absorbing the high public infrastructure costs.
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III. PROJECT DESCRIPTION AND FEASIBILITY ANALYSIS

This section provides an overview of the proposed Red Mile Mixed-Use Development,
its land use components, and the market projections and feasibility of each component.
It also includes an estimate of the projected baseline tax collections from the site in the

absence of the proposed development.
Description of the Red Mile Mixed-Use Development

The Red Mile Mixed-Use Development project is a planned mixed-use development
that is strategically located just off of South Broadway on the edge of downtown
Lexington, Kentucky. The surrounding area has experienced a sizeable amount of
growth in recent years, much in part due to the area’s location on the edge of
downtown and just a short walk to the campus of the University of Kentucky.

Planning is currently underway for the development, which will cover approximately
68 acres of property, and add over 450,000 square feet of retail, entertainment, and
housing, along with three separate parking structures. Based on build construction, site
work, and miscellaneous costs, the total construction cost, public and private, is
estimated to be approximately $186.9 million. Overall, the proposed development will
have the following components:

* Trackside Entertainment - The remodeled 1,900 seat grandstand and
entertainment areas at the racetrack will cover approximately 47,500 square feet
and include Iuxury boxes, additional grandstand seating, new dining options,
and a new special events plaza.

* Hotel - The proposed trackside hotel will include approximately 200 rooms and
will connect to the track’s new entertainment and grandstand areas.

* Retail and Restaurant - Approximately 277,000 square feet of net leasable space
will be available for various retail and restaurants to acquire.

» Office- Approximately 24,000 square feet of net leasable space will be available
for use as office space.

* Residential - There will be approximately 295,000 square feet of residential
apartment space (204 units) included in the development, spread over nine
separate buildings throughout the property, two of which are located directly
above retail space in the heart of the Project.

* Parking - Open grade parking will provide 1,768 parking spots, while the three
propesed parking structures will add an additional 164, 104, and 104 spots
respectively.

Red Mile Mixed-Use Development
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The Project is expected to be completed in five years. Phasing will be spaced out over
the five years with various aspects of the project coming on line in each. The first phase
is expected to be completed in 2011 and each subsequent phase completed
approximately one year later. The phasing schedule is shown below in Figure 3-1.

Figure 3-1
Red Mile Mixed-Use Development
Phasing Schedule
Square Footage Breakdown
Phase 1
Retail 13,600 sq ft
Restaurant 20,400 sq {t
Residential 60 units
Phase 2
Retail 22,400 sq ft
Restaurant 33,600 sq ft
Phase 3
Retail 26,400 sq ft
Restaurant 39,600 sq ft
Office 24,000 sq fi
Phase 4
Retail 48,400 sq ft
Restaurant 72,600 sq ft
Residential 96 units
Parking Structures 208 spaces
Phase 5
Trackside Entertainment 65,500 sq ft
Hotel 200 rooms
Residential 48 units
Parking Structure 164 spaces

Feasibility

Provided in the following text is a description of the major project components that will
be included in the proposed TIF application and their ability to succeed in the market
area. Twenty-year projections of each of the project components that would make lease
payments are presented in Appendix B.
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The development plans include several definitive and unique features. These features
will add great appeal to the site as a tourist destination by making the one-of-a-kind
project a premier harness racing venue and pedestrian-friendly place to live, work, dine
and shop.

Trackside Entertaimment

The proposed grandstand remodeling and expansion will add approximately 65,500
square feet of additional space for entertainment use including seating for 1,900. This
broad expansion, including the addition of luxury boxes and a new special events plaza,
will allow The Red Mile to become a premier venue. The increased appeal that will
follow this expansion and modernization will allow The Red Mile to become a world-
class harness racing destination. Revenues resulting from this new expansion are
expected to amount to an estimated $285 per square foot in a given year of operation.

Hotel

The proposed hotel is expected to include 200 rooms and will be located trackside
embedded in the expanded entertainment and grandstand area. The hotel will allow
track visitors to stay on-site and fully experience everything the redeveloped track has
to offer. The rest of the Project will provide convenient shopping and dining that the
hotel guests can enjoy within a very short walking distance, and the close proximity to
downtown Lexington provides a greater array of options for hotel guests to enjoy. The
hotel is expected to generate $165 a night per room, and occupancy is expected to
average 65% upon project completion.

Retmil and Restaurant

The proposed development includes approximately 277,000 square feet of space for
mixed-use including retail and restaurant. The revenue expected is approximately $68
million a year upon project completion, at an average of $250 per square foot a year for
retail and $340 per square foot a year for restaurant space.

The current market for retail and restaurant space in Lexington, and across the nation
has suffered recently. However, the construction period and phasing of the proposed
Project provides a sufficient amount of time for the economy to recover. The location of
the Project, along with the unique features and designs of the development greatly
improves the outlook and feasibility of the project. The developer should face no
difficulty in finding businesses to fill the space due to the project’s phased construction
period, and its attractive location which is surrounded by student housing. The
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revenue generated should be on par with expectations when considering the location

and industries.
Residentinl

The Project, as proposed, has approximately 295,000 square feet of residential space
located in different locations throughout the property. With rent estimates averaging
approximately $1,200 a unit per month, and 204 units available upon project
completion, the residential portion of the development is estimated to generate about
$3.3 million a year after stabilization. This amounts to an estimated $1.6 million in

income after expenses.

The current rental market for housing in downtown Lexington is slow in most areas.
However, the location of this project, and the estimated price range of the units, will
make it a viable option for graduate and post graduate students at the University of
Kentucky and young professionals who work in the downtown area. Once completed,
the developer should easily be able to find a sufficient number of tenants to fill the
apartments.

Office

The Project, as proposed, includes approximately 24,000 square feet of leasable office
space located in the center of the development above retail space. With rent estimates
averaging approximately $18 per square foot for a year, and about 24,000 square feet,
the office space is expected to generate about $490,000 a year upon stabilization. The
income after expenses that this money is estimated to generate is approximately
$410,000 in the third year of office operations.

The current market for office space in downtown Lexington is slow in areas. However,
the location of the Project, along with its unique features and wide variety of business,
will make this a desired office location. Its location will make it an ideal location for
small businesses that work with the University of Kentucky through research projects
or other services. It should not be difficult to fill this relatively small amount of office
space, especially due to the timing of its completion in the third year of construction.
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IV. TAX INCREMENT FINANCING

Tax Increment Financing (TIF) is a form of economic incentive, which uses the increase

in local and state tax revenues generated on a development footprint (the increment) to

finance certain public infrastructure components of the project.

This financing is typically structured by the applicable local government issuing tax
increment bonds either as the guarantor or just as a conduit for the bonds. The

proceeds of the bonds are used to finance approved infrastructure costs. The increment

is then used to retire the bonds.

The Red Mile project will fall under the “mixed-use” status. It meets the following

statutory qualifications for a “mixed-use status”:

It will have a net positive economic and fiscal impact to the Commonwealth.

It will not include any one retail establishment that exceeds twenty thousand
(20,000) square feet of finished square footage.

It will meet the required minimum capital investment of $20,000,000.
The development area is less than the maximum three square miles.

It includes at least two of the following: retail, residential, office, restaurant, or
hospitality.

It is located in an area with blighted conditions and inadequate public
infrastructure.

The Red Mile Mixed-Use Development project may use certain incremental taxes

created by the project to recover up to 100 percent of approved public infrastructure

costs, certain soft costs and costs related to land preparation, demeolition and clearance.

The recovery period is limited to 20 years.
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V. QUALIFYING PUBLIC INFRASTRUCTURE COMPONENTS

Figure 5-1 describes the public infrastructure costs that are included in project costs.

These estimated costs for public infrastructure qualify for financial support through the

TIF program. The public infrastructure costs total $54 million.

Figure 5-1

Red Mile Mixed-Use Development
Approved Public Infrastructure Costs

General Conditon

Demolition

Clearing and Grubbing

Erosion and Sediment Control

Land Development

Curb and Gutter

Sidewalk

Road Work

Parking Lots

Sanitary Sewers

Waterlines

Storm Sewers

Street Light

Electric, Gas, Telephone, and Cable Conduits
Town Green Park

Town Green Streetscape

Intersections With Red Mile Road
Greenway Along Red Mile

Intersection Improvement South Broadway
Intersection Improvement Versailles Road
Angliana Connection

Red Mile Widening from Horseman Lane to Versailles Road Intersection
Red Mile Greenway & Utility Relocations
Parking Structures

A/E, Legal Services & Other Soft Cost (15%)
15 %Contingency

Total

$5,938,558

$150,000
$350,000
$162,500
$424,200
$6,060,000
$1,500,000
$660,000
$2,202,400
$3,701,900
$1,913,580
$1,416,719
$4,112,466
$180,000
$195,000
$1,300,000
$2,080,000
$1,095,000
$2,300,000
$968,750
$475,000
£308,750
$2,402,690
$700,000
$7,440,000
$5,938,558

$53,976,071
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V1. BASELINE AND FUTURE “AS-IS” TAX REVENUE

For purposes of estimating the amount of potentially available TIF dollars from the
footprint, it is necessary to calculate the current or “baseline” tax revenues and the
future as-is taxes on the footprint.

Tax Rates

Fiscal impact measures TIF applicable tax revenues that result from the spending and
income related to the activities at the Project, e.g., Red Mile Mixed-Use Development.
This analysis estimates fiscal impacts of the TIF applicable tax revenues. Only taxes that
are eligible for tax increment financing are used.

Below is a breakdown of the taxes used to determine the fiscal impacts for the Project:

= State taxes:

- Property Tax .o $0.124 per $100 of assessed value
- Sales and Use Tax ..o, 6.0 percent of sales
- Individual Income Tax ..c.ooveieeeineeennionenienee 4.2 percent of income?
- Corporate Income and LLE TaxX.......ccocooecrnmnen. $0.095 per $100 of gross receipts

or $0.75 per $100 of profitst

= Local tax:

- Local Property Tax ..., $0.209 per $100 of assessed value®

- Occupational License Tax ..., 2.25 percent of salaries
and 2.25 percent of net profit

The tax rates were obtained from Kentucky Department of Revenues and the LFUCG.

* Although the Commonwealth has a graduated income tax, Commonwealth Economics is using an
effective income tax rate of 4.2 percent on all income earned in the state.

* Corporate income tax rates are graduated and taxpayer-specific. The indicated rates reflect an
alternative minimum calculation, used in this study for analytical purposes.

# Including County and Special District tax, but excluding School District tax. Special assessments apply.

Red Mile Mixed-Use Development
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Baseline Tax Revenues from Existing Site

The site for the development is located at 790, 980, and a portion of 1200 Red Mile Road
in Lexington, Kentucky. The current site would generate an estimated $119,811 in “as-
is” baseline tax revenue through its 2009 property valuation and the related state and
local property taxes along with other applicable taxes annually. Of this amount, $77,572
is estimated to go to the state, and $42,239 to the local government.¢ The breakdown of
the “as-is” baseline tax revenue of the existing site is shown below in Figure 6-1.

Figure 6-1

Red Mile Mixed-Use Development

Baseline Tax Collections
Rate 2009 Base Taxable Amount 2009 Tax Collection

State Property Tax 0.124* $5,332,000 (assessed value) $6,612
State Sales and Use Tax 6.00%  $198,000 (gross sales) $11,880
State Individual Income Tax 42% $1,382,000 (salaries) $58,044
State Corporate Income and LLE Tax 0.75%  $138,200 (net profit) $1,037
Local Property Tax 0.209% $5,332,000 (assessed value) $11,144
Local Occupational License Tax 2.25% $1,382,000 (salaries) $31,095

Total $119,811

*Per $100 of assessed value.

Figure 6-2 shows the "as-is” baseline tax revenues that would be displaced from the
existing site by the proposed Project, carried out over the life of the TIF. The TIF is
expected to be activated by 2012. The table shows the estimated growth of the revenues
beginning with the estimated tax revenues of 2009 and subsequent years, and carried
out over the 20-year period following 2012 assuming 3 percent inflation. As shown, the
total baseline tax revenue generated over the 20-year period following TIF activation
totals $3.5 million and will be used throughout the remainder of the report.

® These numbers represent “The estimated amount of local and state old revenues that would have been
generated in the footprint of the project in the absence of the project” as defined in KRS 154.30-030(6)a(5).

Red Mile Mixed-Use Development
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Figure 6-2

Red Mile Mixed-Use Development
Baseline Tax 20-Year Totals
20 Year Total
2009 2010 2011 2012 From 2012
State Property Tax %$6,612 $6,810 $7,014 $7,225 $194,132
State Sales and Use Tax $11,880 $12,236 $12,603 $12,982 $348,820
State Individual Income Tax $58,044 $59,785 $61,579 $63,426 $1,704,287
State Corporate Income Tax $1,037  $1L,068  $1,100 $1,133 $30,434
Local Property Tax $11,144 $11,478 $11,823 $12,177 $327,206
Local Occupational License Tax $31,095 $32,028 $32,989 $33,978 $913,011
Total $119,811 $123,405 $127,108 $130,921 $3,517,890

Red Mile Mixed-Use Development
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VII. ELIGIBLE INCREMENTAL TAX REVENUE

In order to properly estimate the tax revenues that will be available for this mixed-use

TIF project, it is necessary to subtract the baseline tax revenues from the expected future

revenues. Figure 7-1 suminarizes the estimates of annual fiscal impact of the new Red

Mile Mixed-Use Development during the first year of TIF activation. Future state sales

and use tax, state and local property tax, state individual income tax, corporate income

tax, and local occupaticnal license tax revenues for the TIF footprint are estimated based

on the new Red Mile Mixed-Use Development pro-forma.

As shown in Figure 7-1, in year 1 of the new development the property will produce an

estimated $2.9 million in total state and local taxes.

Figure 7-1

Red Mile Mixed-Use Development
Estimated Annual Fiscal Impact in Year 1 of TIF Activation
Tax Rate Year 1 Revenues
Estimated Tax Revenues from Project
State Tax Revenues
State Property Tax Revenues 0.12% 169,759
State Sales and Use Tax Revenues 6.00% 1,524,748
State Individual Income Tax 4.20% 769,902
State Corporate Income Tax 0.75% 30,998
Total State Tax Revenues 2,495,407
Local Tax Revenues
Local Property Tax Revenues 0.21% 286,126
Local Occupational License Tax 2.25% 127,002
Total Local Tax Revenues 413,128
Total Tax Revenues 2,908,534

To account for the potential growth in both the baseline and future tax revenues, all
calculations are adjusted by 3 percent each year. Figure 7-2 shows the projected TIF

revenues resulting from the new Red Mile Mixed-Use Development over a 20-year

period.
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As shown, Figure 7-2 clearly demonstrates that the potential tax revenues associated
with the new Red Mile Mixed-Use Development footprint exceeds the “as-is” baseline
tax collections of the current footprint. Throughout the projection period, the new Red
Mile Mixed-Use Development is estimated to generate a total of $241.9 million of state
and local tax revenues over the 20-year period. On the other hand, if the facilities are
not redeveloped, the “as-is” state and local tax revenues on the footprint are estimated
to amount to $3.5 million over the 20-year period.

The resulted incremental tax revenues are estimated to amount to $238.4 million during
the 20-year period. After 20 percent is retained by state and local authorities, (this 20
percent is required by statute), total cash flow available from the TIF is estimated to
amount to $190.7 million over the 20-year period. This includes $170.6 million from
state participation in the TIF program and $20.1 million from local participation.
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VIII. ANNUAL ECONOMIC AND FISCAL IMPACTS

When construction of the proposed Red Mile Mixed-Use Development project is
complete, the racetrack, hotel, restaurants, and retail stores open, various activities and
transactions occurring within the improved site will generate on-going, annual
economic and fiscal impacts to the local economy. Initial transactions occurring within
the racetrack, hotel, retail stores, and restaurants will ripple out into the local economy
and generate indirect spending, induced spending, increased earnings, and
employment, as well as various tax revenues.

For analytical purposes, annual impact is estimated by six key project components: the
racetrack’s trackside entertainment, hotel, retail, restaurants, office space and residential
apartments. Conceptually, annual economic impact would include the “ripple effects”
generated from direct spending made by the racetrack attendees, hotel guests,
shoppers, restaurant patrons, and office workers. This direct spending would then
result in indirect spending, induced spending, increased earnings, and employment.

Annual fiscal impact would include various taxes applied on transactions made and
salaries paid within the Project as well as property values of the project’s components.
The annual fiscal impact should also measure the fiscal impact of the “ripple effects”
created by the initial spending within the Project. In order to capture the fiscal impact
of these effects:

* The income tax is calculated on the number that is derived using the
increased earnings multiplier for each component. This captures the
increased earnings felt throughout the community as a result of the initial
on-site spending.

* Sales tax is calculated on the induced spending numbers in order to
account for the impact of secondary spending throughout the
Commonwealth. This calculation is made using only half of the induced
spending number for a given component because not all secondary
spending is expected to be taxable.

The following subsections describe the annual economic and fiscal impact and the
calculations for each of the key project components.

Economic Impact- Definitions

Economic impact reflects the “ripple effect” or “multiplying effect” from initial
transaction, or “direct spending,” that occurs as a direct result of a project being

Red Mile Mixed-Use Development
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developed. In the Red Mile Mixed-Use Development’s case, examples of initial
transactions are the shoppers’ expenditures in the stores. The “ripples” from these
initial transactions include the following:

* Indirect Spending - consists of re-spending of the initial or direct expenditures.
For example, a shopper’s direct expenditure on a retail purchase causes the store
to purchase goods and other items from suppliers. The portion of these store
purchases that are within the local, regional, or state economies is counted as an
indirect economic impact.

* Induced Spending - represents changes in local consumption due to the
personal spending by employees whose incomes are affected by the project. For
example, a waiter at a restaurant may spend more because he/she earns more.
The amount of the increased income the waiter spends in the local economy is
considered an induced impact.

* Increased Earnings - measures the change in total personal income, area-wide,
that results from the initial spending activities occurring in the project.

* Increased Employment - measures the change in number of jobs, area-wide, that
result from the initial spending activities that occur in the project.

Indirect spending, induced spending, increased earnings, and employment impact are
estimated using multiplier factors. Figure 8-] lists the multipliers utilized for the Red
Mile Mixed-Use Development analysis, which were derived from an IMPLAN input-
output model used in similar analyses in comparable Kentucky markets. IMPLAN is a
nationally recognized model commonly used to estimate economic impact. An input-
output model analyzes the commodities and income that normally flow through the

various sectors of the economy.

Figure 8-1
Red Mile Mixed-Use Development
Economic Impact Multipliers

Impact Multiplier Base

Indirect Spending 0.329 of direct spending

Induced Spending 0.428 of direct spending

Increased Earnings 0.698 of direct spending

Increased Employment 17.54 per $1 million of direct spending

The muitipliers shown in Figure 8-1 mean that for every $1 million of direct spending,
there will be $329,000 of indirect spending, $428,000 of induced spending, $698,000 of

Red Mile Mixed-Use Development
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increased earnings, and 17.5 full-time equivalent jobs generated within the area

economy.

One-Time Impact from Construction

The construction of the Red Mile Mixed-Use Development will create a one-time influx
of spending, which will ripple throughout the economy and result in indirect spending,
induced spending, increased earnings, and employments, as well as related tax

revenues.

There are two key sources of construction impacts to Lexington. First, the construction
itself creates construction jobs, which are subject to state individual income tax and
local occupational license tax. Second, direct construction spending on material that
occurs within the State will ripple out and generate indirect spending, induced
spending, increased earnings, and employment throughout the economy, as well as
state sales and use tax, state corporate income tax, and local occupational license tax

revenues.

Figure 8-2 conceptually illustrates the flows of construction impacts, as well as the
multipliers and tax rates utilized for the impact calculation.

Figure 8-2

Red Mile Mixed-Use Development
Conceptual Diagram of One-Time Economic and Fiscal Impact from Construction

Sources of Impact Economic and Fiscal Impact Rate
I. Labor Costs
— Construction Labor —  # of Construction Jobs nal
State Individual Income Tax on Salaries 4.2%
City Occupational License Tax on Salaries 2.25%

IL Material Costs
— Local Spending — Ripple (or Multiplier) Effects:

Indirect Spending 0.329
Induced Spending 0.428
Increased Earnings 0.698
Increased Employment 17.54
Sales and Use Tax on Material Spending 6.00%

State Corporate Income and LLE Tax on Suppliers' Revenues 0,095%

Red Mile Mixed-Use Development
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Impact Analysis of Construction
One-time Construction Impact vs. Annual Impact from Operations

The construction of the Red Mile Mixed-Use Development will create a one-time influx
of spending, which will “ripple” throughout the economy and result in indirect
spending, induced spending, increased earnings and employment, as well as related tax
revenues. These are measured as a “One-Time Impact from Construction,” described in
detail in Figure 8-3.

When the businesses open their doors for business, various activities and transactions
occurring in the Red Mile Mixed-Use Development project will generate on-going,
annual economic and fiscal impacts, as described previously. These are measured as
“Annual Impact from Operation,” described in detail later on.

The number of jobs during construction is derived from the construction cost estimates
as provided by the developer. These costs are estimated to amount to $132.9 million.

In absence of an actual construction cost detailed rundown, labor costs are assumed to
amount to 60 percent of construction costs, while the remaining 40 percent goes to
material costs. This 60/40 ratio is a construction industry standard, as published by
McGraw-Hill Construction. Applying this ratio to the estimated $132.9 million
construction cost amount, labor costs are estimated to amount to approximately $79.8

million, while material costs are estimated to amount to $53.2 million.

Figure 8-3 shows the calculation from construction hard costs to the resulting
construction jobs, ripple effects, and tax revenues. Note that in calculating the impact of
construction, the distinction between net new spending and transfer spending is not
necessary, because the “true” origin of funding is not necessarily known. Therefore, for
analytical purposes, all construction spending can reasonably be considered as net new.
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Figure 8-3

Red Mile Mixed-Use Development
Calculation of One-Time Impact of Construction

Amount
(in $000's)

Sources of Impact: Hard Costs

Total Hard Costs $132,915,000

v J
Labor Cost Material Cost
60% 40%
$79,749,000 $53,166,000
One-Time Economic and Fiscal Impact of Construction Np N2
Average Construction Laboerer Salary $38
Construction Jobs 2,099 jobs
State Individual Income Tax 4.2% $3,349,458
Local Occupational License Tax 2.25% $1,794,353
% of Spending that Occurs in Kentucky 50%
Direct Construction Spending in Kentucky $26,583,000
Multipliers or Rate

Indirect Spending 0.329 $8,745,807
Induced 0.428 $11,377 524

Total Spending $46,706,331
Increased Earnings 0.698 $18,554,934
Employment 17.54 466 jobs
State Sales and Use Tax 6.00% $1,594,980
State Corporate income and LLE Tax 0.095% $25,254

As shown in Figure 8-3, assuming an average construction laborer salary of $38,000, the

$79.7 million of labor costs are estimated to translate to 2,099 constructon jobs. These

jobs consequently will generate approximately $3.3 million of state individual income

tax revenues and $1.8 million of local occupational license tax revenues.

On the material cost side, not all of the construction materials are purchased within

Kentucky. This analysis conservatively assumes that 50 percent of material costs are

spent within the State, or $26.6 million. Applying multipliers to this amount, such

spending on materials is estimated to generate $8.8 million of indirect spending, $11.4

million of induced spending, $18.6 million of increased earnings, and support for 466
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jobs in the local economy. Tax revenues from the $26.6 million direct spending on

materials are estimated to include $1.6 million of state sales and use tax, and $25,254 of

state corporate income tax.

Figure 8-4 summarizes the economic and fiscal impact of the construction, assuming a

five year construction period, beginning in 2010.

Figure 8-4

Red Mile Mixed-Use Development
Estimates of One-Time Economic and Fiscal Impact of Construction (in $000's)

Total
Economic Impact
Direct Spending $132,915,000
Indirect Spending $43,729,035
Induced Spending $56,887,620
Total Spending $233,531,655
Direct Construction Earnings $79,749,000
Increased Earnings $18,554,934
Direct Construction Employment 2,099
Employment 466
Fiscal Impact (Tax Revenues)
State Tax Revenues
State Property Tax $164,815
State Sales and Use Tax $1,594,980
On Induced Spending (50% taxable) $1,706,629
State Individual Income Tax $3,349,458
On Increased Earnings in State (other than construction) $779,307
State Corporate Income and LLE Tax $25,254
Total State Tax Revenues $7,620,442
Local Tax Revenues
Local Property Tax $277,792
Local Occupational License Tax $1,794,353
On Increased Earnings (other than construction) $417,486
Total Local Tax Revenues $2,489,631
Total Tax Revenues $10,110,073

As shown in Figure 8-4, the one-time impact of construction is estimated to include
$132.9 million of direct spending, $98.3 million of total earnings ($79.7 million of direct
construction earnings plus $18.6 million of increased earnings), 2,565 jobs (2,099 direct
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construction plus 466 employment), and $10.1 million of state and local tax revenues
during the estimated five year construction period.

Impact of Trackside Entertainment

Figure 8-5 conceptually illustrates the flows of annual impact of the theatre component
of the Red Mile Mixed-Use Development, as well as the multipliers and tax rates
utilized for the impact calculations. Spending by racing fans will ripple throughout the
economy and their spending on concessions is subject to state sales and use tax.
Revenues received by the track are subject to state corporate income tax. Racetrack
employment is subject to state individual income tax and local occupational license tax.
In addition, the building itself is subject to state and local property taxes.

Figure 8-5
Trackside Entertainment
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Economic and Fiscal Impact Rate

— Spending by patrons on food, — Ripple (or Multiplier) Effects
beverage, and/ or other sales Indirect Spending 0.329
taxable purchases Induced Spending 0428
Increased Earnings 0.698
Increased Employment 17.54
State Sales and Use tax 6.00%
— Gross Revenues — State Corporate Income and LLE tax 0.095%
and/ or Net Profit or 0.75%*
— Employment — State Individual Income tax 4.2%
Local Occupational License Tax 2.25%
— Property Value — State Property tax $0.00124
Local Property tax $0.00209

* Taxis 0.095% of gross revenue or 0.75% of netincome.

Figure 8-6 shows the estimated economic and fiscal impact of the trackside
entertainment component, annually and in a 20-year total.
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Impact of the Hotel

Figure 8-7 conceptually illustrates the flows of annual impact of the proposed hotel, as
well as the multipliers and tax rates utilized for the impact calculations. Spending by
the guests will ripple throughout the economy and their spending on concessions is
subject to state sales and use tax. Revenues received by the hotel are also subject to
state corporate income tax and the employees’ compensation is subject to state
individual income tax and local occupational license tax. Also, the building is subject to

property taxes.
Figure 8-7
Hotel
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Economic and Fiscal Impact Rate
— Spending by guests on room, -+ Ripple (or Multiplier) Effects
food, beverage, and/ or other Indirect Spending 0.329
purchases Induced Spending 0.428
Increased Earnings 0.698
Increased Employment 17.54
State Sales and Use tax 6.00%
—  Gross Revenues — State Corporate Income and LLE tax 0.095%
and/ or Net Profit or 0.75%*
— Employment — State Individual Income tax 4.2%
Local Occupational License Tax 2.25%
— Property Value — State Property tax $0.00124
Local Property tax $0.00209
* Taxis 0.095% of gross revenue or 0.75% of netincome.

Figure 8-8 shows the estimated economic and fiscal impact of the hotel, annually and in
a 20-year total.

Red Mile Mixed-Use Development
Economic and Fiscal Impact Analysis DRAFT
Page | 30




1€| 28eg

JAVEQ stsd[euy joedu] [eosi,] pue o1WOU0T
Juotidoaaa( 3S1-POXIIA Il POY

Ppedur] [essT] puE STOU0dT [ENUY JO SARWNST

12100

LTETILTES  [19€°849 TS 169474V TS {8SR'STTIE (942724018 0% 0% 0% 0% SOTUAAY XR] [€I0],
661CETS [ o YA G e A CI9'CCTS 9STSTIIS 0% 0s 0% 0% SaNUIAY XE [LI07] [RI0Y,
661CCEcs  |S95641%  [P69¥SI6  JCITEEls |9z clls 0% 0% 0% 0% %CTT XP, 35101 TEUOHRANIQ [2307]
$3NUIAIY XE [ [e20]
STCT4E614  [964°86F 16 |SL8TOTIS [SFTCILIE |0T0'T96% 0% 0% 05 0% SANUAAIY Xe] M1ei5 [B1I0T
QTETES F60TS  [ccres 8CT85 T10Z8 0§ 0§ 05 0S UGL D 40 %600 xeJ, 771 pue awodut apexodio) meg
9TT'FTECS 6L69TFS  |9T€'99ES  |CILLIES  [Zo0PLes 0% 0% 0% 05 %L F XRJ, SWOIUf [ENPLAII| ey
ceseires {LI0Z8E%  |Z1€°191S  [PSUsCIS  |ce0’0Ti$ 0% 0% fit3 o4 2|qexEL %0C Surpuadg poonpuy
2e2'90e 118 688088 |elsesss  [1zioges  [Tie09ss  of 0$ 0% 0% %009 XE 350} PUE Sa[¥G ajig
$INUIAIY XET 9EIG
(sanuaady xe 1) wedw] Teasty
CST esg 0CC 06T 91 i} 0 0 0 FOLL Juawso[dug
9CC6ETELS {891°99T°0TS |9CF69L°88  [TBETIC'AS |LLT°6CE9E 0% 05 s [ 869°0 sBunuey paseanul
LTEFS0°IEES [86T'06S°CTS [6TETFLOTIS |OTE THI'BLS [FAL'STHOIS 08 0% 05 0 Buipuadg [e10],
DOUISY08S  |969'EEC95 |LVCLLESS |9SFRe9Ts [€4L 10075 0% 0% 05 05 4Tt 0 Surpuadg paonpuy
898'666°198 064 T6L TS |OFFEETFS |CFE'CIS'es (899°CL0°CS  0S 0% 0s 0s 6ZE0 Furpuads paarpur
6STZETI8IS |TILFOSFLS (8F9°COSTIS |C1E74C8 0TS (FECOPE'6Ss 0% 0o 0% 0% Buzpuadg 1945
{swayg wdymyy) pedur] snmouosy
F99°086°/6 |I61F8895 |€9E'8E6'CE |PRPTCI'GE 0% 0$ 6$ 0% SaLe|es [@10
06198 |goeess Josysks  [povees 0% 0% 0% 0% 000'EES soue|es 3Beiaay
0EL 0SL 0ET o€l 0 0 0 0 woor rad wawdopdwy (oY
LZF9SF' TS  [S9€'9ST'T$ [1S£'€80°TS  [£c8'Pees 0% 0% 0% 0% a0l 1501 19N pajewnsy
LILFISFLS [879°095°CTS [€16°268°0T8 [Pec'spc'es 0% 0% 0% 0% Aouednodgy /m snuasay [pioL
SYTLOFTLS [689°8TLGLS [Lo0'CL9'9TS |09C°TRCFIS 0 0$ 0% 0% G918 woor 13d anudasy (B0 L
%8¢ %EE %EL Y%Ge %00L %001 %001 %001 ajey Adede A
Jveduy jo saamog
[BICLIBIA-DT 0T ABSA ST IESA N G IEDA pIea) e T TN LIeax vopdwnssy
fared

yuawrdofaaa(] as1-poxiN o[IN P

g-g 2an31y

SIUOUOYY
) THROMBOWUEG )




Commonwealth] .
Fepramics

Impact of Restaurants

Figure 8-9 conceptually illustrates the flows of annual impact of the restaurant space, as
well as the multipliers and tax rates utilized for the impact calculations. Spending by
diners will ripple throughout the economy and is subject to state sales and use tax.
Revenue received by the restaurants is subject to state corporate income tax. Restaurant
employment is subject to state individual income tax and local occupational license tax.
Lease payments made by the restaurants create income that may be subject to state
corporate income tax. Finally, the buildings themselves are subject to property taxes.

Figure 8-9
Retail and Restaurant
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Econemic and Fiscal Impact Rate

— Spending by shoppers or patronson -+ Ripple (or Multiplier) Effects
food, beverage, and/ or other Indirect Spending 0.329
purchases Induced Spending 0.428
Increased Earnings 0.698
Increased Employment 17.54
State Sales and Use tax 6.00%
— Gross Revenues — State Corporate Income and LLE tax 0.095%
and/or Net Profit or 0.75%*
— Employment — State Individual Income tax 4.2%
Local Occupational License Tax 2.25%
— Lease Payments — State Corporate income and LLE Tax ~ 0.095%
or 0.75%*
— Property Value — State Property tax $0.00124
Local Property tax $0.00209

* Taxis 0.095% of gross revenue or 0.75% of net income.

Figure 8-9 shows the estimated economic and fiscal impact of the restaurant space,

annually and in a 20-year total.

Red Mile Mixed-Use Development

Economic and Fiscal Impact Analysis DRAFT

Page |32




€€ 2%e4g

JAVEJ sisAjeuy 1oedur] eoSI] pUB JIWOU0Y
Jmawdo[pAa(] aS[)-PIXII AT pad

SOHLEGLOIY M

0ZSFHH28S  [FPO'S00°98  [I6GT8L'SS |6FSOLFFS [SEE'9S8'Es SHUGLL'CS 9LT'SLF'tS  S8TRERIS  9ETTL9% SINUBAIY XE ], 30 L
959'15'98 TI19'T9F$ £50'66€% LECFRES ££6°06T5 CIT'eLTs 0eL'671S 966848 ¥.46'8C$ SIMUSATY XE ], TE207] [&30L
989°C150S MACKCic] £50'66ES LTTFRES £€6'96CS [ANR7 4 0e€'6¥1S 966°825 VL6'8T$ Xe 8sUaor] JeuonednaaQ [eao
SINUIAIY Xe ], [BI0]
SY3'GTE'085  |TEF'SPE'SE  SES'ERL'FS |TZCUTIES |I0V6ESES  TE6ISHES OF6'STLES 6T6SLTS  L9T'SHIS SOMUDADY X ] RIS [#101
080T 1% CLETOTS 60£'88% 041925 01£'¢9% 1007099 L087Tes A rAAL €108 L0 0 RCHYD xe], 777 pue awomnn sesodio) ajeig
C060TSEZS  |OTOC9STS  |EOFLPETS (28TTOT IS [S6C200TS  £6LCLeh ZHY'SHES 626'66TS T9L'e81S %0TT Xe] dwosu] [EnpIAIpU] 2135
8C8'066°6% SET'FR9$ FP1'065% £90°6085 (AN CEE9CHS GI6'EETS T96'81CS 01E08% ajqexe] e Burpuads pasnpuy
CST9899FS  606'96TES  [T89'LSLTS  [QUS'BLETS [FL6'1S0TS B0TTEE'TS TSI'FLETS 98LLTOIS  6LT'CLES %009 XEJ 9s[] pue s3[e5 meig
SANUIAIY XB ], Me)s
(ssnuaay xe ) ypedury [easty
Geh €Lo 908 C69 009 8¢ <96 66C o1l FSLT wuauojdwy
CELOLTETES  |SOL06L'LES [6TOTOTES (82£°€L9 LTS [66Z°T48°ECE H10°9LL'ETS 896'00S°TTS TIV'C06' LIS OFL'COUFS 690 sdurureg paseatiy
90T'6C17Z9¢ 15 [SPIIT9'Ehd 60T FEL 085 [FOT'659°698 |TFYR0°098 LAPREL'RES Q0L'6E99SS TOLTV6'6ES S0F686°01% Surpuadg [eyop
FOUSCOCeed  |9L9T0STTS [TIFTLI6TS [9LL°%96°91S [STFLLOFIS CBOTITTIS S9TL6LCIS 9TLB6L LS  [86°9/9TH 8Tt 0 Burpuadg pasnpuy
£87°966°S5T  |ITL6TS LIS [L8CTTL'STS |SSLLFOCIS [REOTSTTI$ OF6'CTO'DIS £92'GUYNIS 6OTOLICS  LL44S0°TS 6CT0 Burpuadg wanpug
STTFOT'RLLS (SIS ISTESS (098 196°SH$ {LL99F9'6ES [89G'A01 FES FOPENT'CES CALIECTLS BOOCSHALS THYPST'O% Burpuadg e
(5399339 rondumpy) yedw spuouody
POP'E99°CS  |FROOOLES |9T6°SZTLTS [00F'ISETS LSEFOLTH  Z09°0SL1S  £62°68SH 12€912$ SEBIT JO JWON] 1PN
SCOFFFGS  [CH0'969°FS |068°0SDFS [EEEFOF'ES LOOFICCH TEEZ62'16  1£9°6T6$ S96°0FES WOIU] ST
6TRCOFTS  |90S°008'ES |OSEBLTES [F6LTBTS  £90°T09TS  €6TTIFIS  £reesss oFe'sLTh SRR ] aseat
PES09C'0TS |£69°SEL°LTS |896°B6T'S TS (FEUL6T'ETS S6T'SELTIS 006'9E9'9% TE60ISSS  0TL'£8T'IS saue|eg [e30]
880°TSH 7601 654°955 SCVECH 09¥'26$ jatatay 965°0€% c0L'62% 000°8Z$ SaLIefeg o3RIoAY
S6¢ S6€ S6E S6€ FLE 11z <11 b asaordws cad yrbs g yowAordwg juerne)say
SKE'986'65  |ISFFIOSS [LTE0ERLS [E€B6'60F'9F  CFLS68°CS  LE9°ECTES  OIEG04'IS  TOVSTo$ %01 oL 3PN paiewinsg
6VF'C98°'66% |PLSFIT1'ISS [CLT'60ETLS [TER660'F9% CEF'LGH'8G8 £LE'0ECTES 860'EG0'LTS TFIHGT'9% Aowednoog /m sares ey
TS TCT'GOTS |1SL8L906S [89C0CTBLE [LOG'CLE'L9$ 6ST'R0C'CS THI'GIRCES 8ITTUN'0TS TOF'BSE'LS oFes 45 1od sayes Jeio].
%< %8 %G %E %01 %0 %G1 %SL ey Adueses|
pedar jo sadmog
1BJOL ®3X-07  OZIAX  GIFEIX QT TEIX greag B st £IROK Treax [ =Y uopdumssy
ey
pedw] [edSI pUE JTIUOUOI [ENUTY JO SapRWST
nrernejsay
jusurdojaas(] asn-paxi I P
6-8 21081

GUERMUOWHIO )

t




Commaonwealth! .
Foeonomics

Impact of Retail

Figure 8-10 conceptually illustrates the flows of annual impact of the leasable retail
space, as well as the multipliers and tax rates utilized for the impact calculations.
Spending by shoppers will ripple throughout the economy and is subject to state sales
and use tax. Revenues received by the retail stores are subject to state corporate income
tax. Retail employment is subject to state individual income tax and local occupational
license tax. Lease payments made by the retail stores create income that may be subject
to state corporate mcome tax. Finally, the buildings themselves are subject to property

taxes.
Figure 8-10
Retail and Restaurant
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Economic and Fiscal Impact Rate

— Spending by shoppers or patrons on . —  Ripple {or Multiplier) Effects
food, beverage, and/ or other Indirect Spending 0.329
purchases Induced Spending 0.428
Increased Earnings 0.698
Increased Employment 17.54]
State Sales and Use tax 6.00%
— Gross Revenues — State Corporate Income and LLE tax 0.095%
and/or Net Profit or 0.75%*
— Employment — State Individual Income tax 42%
Local Occupational License Tax 2.25%
— Lease Payments — State Corporate income and LLE Tax ~ 0.095%
or 0.75%*
— Property Value — State Property tax $0.00124
Local Property tax $0.00209

*Taxis 0.095% of gross revenue or 0.75% of net income,

Figure 8-11 shows the estimated economic and fiscal impact of the retail space, annually

and in a 20-year total.
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Office Impact

Figure 8-12 conceptually illustrates the flows of annual impact of the leasable office
space, as well as the multipliers and tax rates utilized for the impact calculations.
Spending by office employees will ripple throughout the economy and is subject to
state sales and use tax. Revenues received by the restaurants and retail stores are

subject to state corporate income tax. Office employment is subject to state individual
income tax and local occupational license tax. Lease payments made by the businesses
occupying the office space create income that may be subject to state corporate income

tax. Finally, the buildings themselves are subject to property taxes.

Figure 8-12
Office
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Economic and Fiscal Impact Rate

— Spending by office employees —  Ripple (or Multiplier) Effects
on funch Indirect Spending 0.329
Induced Spending 0.428
Increased Earnings 0.698
Increased Employment 17.54
State Sales and Use tax 6.00%
— Gross Revenues — State Corporate Income and LLE tax 0.095%
and/or Net Profit or 0.75%*
—  Office Employment — State Individual Income tax 4.2%
Local Occupational License Tax 2.25%
— Lease Payments — State Corporate Income and LLE tax 0.095%
or 0.75%
— Property Value — State Property tax $0.00124
Local Property tax $0.00209

* Taxis 0.095% of gross revenue or 0.75% of net income,

Figure 8-13 shows the estimated economic and fiscal impact of the retail space, annually

and in a 20-year total.
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Residential Impact

Figure 8-14 conceptually illustrates the flows of annual impact of the leasable residential
apartment space. The lease payments create income that may be subject to state
corporate income tax. The salaries of property management and maintenance
employees are subject to state individual income tax and local occupational license tax.

The apartment buildings are also subject to property taxes.

Figure 8-14
Residential
Conceptual Diagram of Potential Annual Economic and Fiscal Impact
Sources of Impact Economic and Fiscal Impact Rate

—  Management/ Employment — State Individual Income tax 4.2%
Local Occupational License Tax 2.25%
— Lease Payments — State Corporate income and LLE Tax ~ 0.095%
or 0.75%*
—  Property Value — State Property tax $0.00124
Local Property tax $0.00209

* Taxis 0.095% of gross revenue or 0.75% of netincome.

Figure 8-15 shows the estimated economic and fiscal impact of the residential apartment

space, annually and in a 20-year total.
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IX. “NET-NEW” ECONOMIC AND FISCAL IMPACTS

Economic impact analysis often differentiates between "net new spending" and "transfer
spending." Net new spending is spending that occurs in a given area that normally

would not have.

"Net new" spending is most commonly seen as spending by visitors, and represents the
amount of "new dollars" that flow into the respective economies as a result of their
spending within the local economy. For example, patrons and shoppers who come
from nearby cities bring new dcllars to Lexington, and patrons and shoppers who come
from other states bring new dollars to Lexington and the Commonwealth.

"Net new" also represents the amount of spending by local residents and visitors that
will be recaptured within a city. For example, if there were no Red Mile Mixed-Use
Development project, residents might travel away from Lexington and spend money
elsewhere. The Project creates a more appealing option for entertainment in the
community that encourages residents to spend money in the local economy that
normally would have been saved for vacations and trips out of state. The Project will
also entice visitors from out of state on unrelated business to stay in town longer,
spending money that they normally would not have spent within Lexington, or the
State. This adds to the amount of "net new" dollars spent within the Commonwealth.

In strict economic terms, "transfer spending” is spending that would have occurred
elsewhere in the economy, had the new development not been built. For example, one
who shops at the Project may transfer income from one sector of the city's economy to
another, and therefore is not creating new dollars in the city economy. This is often
referred to as cannibalization, or the "transfer" of business from one venue to another in
the same area. This spending should not be, and is not included in the calculation of
"net new" spending.

In the absence of actual customer surveys, which reveal where shoppers originate, the
origin of customers is generally estimated based on the size and location of the study
area. Given the size of Lexington, it can be reasonably expected that a large portion of
the customers are non-Lexington residents and some from out of state; thus a large
portion of spending in the Red Mile Mixed-Use Development project is net new to both
Lexington and the Commonwealth.

The “net new” numbers are measured as a percentage of the overall impact of the
development. That is to say, a percentage of the measured impact of a specific
compenent of the Project is considered to be “net new.” The percentage used to

Red Mile Mixed-Use Development
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calculate “net new” activity varies depending on the nature of the particular component
of the Project.

This Project, overall, is anticipated to generate more “net new” economic activity than
would usually be expected of your average retail store, restaurant, or other business.
The size, quality, and especially the location of the Project will have a significant
positive effect on the amount of spending that is net new to the Commonwealth. This
style of development is not currently seen in downtown Lexington, and the fusion of a
remodeled and modernized harness racing venue with a hotel, shopping, dining, and
entertainment will attract a large number of visitors from out of state. The Project will
attract an important number of businesses and residents to Kentucky by adding to the
revitalization of downtown Lexington, making it a much more enticing place to live,
work, and travel. People in the community will be encouraged to get out and spend
money that they normally would not have, or that they would have spent out of state.
This will create a significant increase in the velocity of money that is spent in Kentucky.

Figure 9-1 includes the “net new” fiscal impact to Kentucky in Year 5 and Figure 9-2
shows the 20-Year total. Based on the analysis, approximately $5.7 million of state and
local tax revenues are net new to the State in Year 5, and $122.6 million over the first 20
years of the project. Figure 9-3 illustrates only the net new incremental tax revenues
generated over the 20-year period following anticipated TIF activation. As the figure
shows, over the course of these 20 years, the Project is anticipated to generate $125.4
million in net new tax revenue to the Commonwealth and $16.1 million for Lexington,

for a total estimated net new fiscal impact of $141.5 mullion. After subtracting the “as-
is” tax revenues, the estimated net new incremental tax revenue is $137.9 million.

These impacts are a result of “new dollars” that are brought in and spent throughout
Kentucky that would not have been spent within the State otherwise. This could be a
result of visitor spending and spending by current residents that would not have
occurred without the development of this Project.
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X. CONCLUSION

It is important to understand that only the construction costs categorized as “public
infrastructure” can be financed through the TIF program. The estimated cost of the TIF
eligible public infrastructure is approximately $54 million.

We estimate that up to approximately $190.5 million will be available over 20 years
through TIF to cover costs that are available for public infrastructure development. The
net present value of this $190.5 million is dependent upon many variables in the tax-
exempt financing/bonding market.

However, the $190.5 million is much greater than the amount of taxes created on this
property without the Project. Furthermore, our analysis shows that the “net new”
amount of taxes from this Project will include $125.4 million in net new tax revenue to
the Commonwealth and $16.1 million for the city of Lexington, for a total estimated net

new fiscal impact of $141.5 million.

After subtracting the baseline “as-is” tax revenues, the estimated net new incremental
tax revenue is $137.9 million. This amount far exceeds the estimated $54 million in TIF
recoverable public infrastructure costs. As a result, the Project represents an enormous
benefit to the city of Lexington and the Commonwealth of Kentucky.
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Appendix A - Development Plans
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Appendix B - Summary of Projections
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Commonwealth Economics, LLC

Commeonwealth Economics is a leader in developing the following types of reports and
analysis for clients in the public and private sector: economic impact analysis, market
analysis, fiscal analysis, and feasibility studies. Commonwealth Economics’ has helped
over twenty companies and municipalities analyze the potential benefits of TIF.

Commonwealth Economics has helped clients successfully obtain over $750 million in
federal, state and local incentives. We have specialized knowledge, experience, and
proven processes to help clients take full advantage of available credits and ensure
compliance. As Secretary of Finance, John R. Farris helped draft the State’s new TIF law.
We are experts in tax increment financing (TIF), economic impact analysis, and federal
loan and tax credit programs.

John Farris

John R. Farris is the Founder and President of Commonwealth Economics. He began
his career as an economist at the Center for Economics Research at the Research
Triangle Institute. Mr. Farris continued his professional career as a senior economics
consultant with the World Bank and the International Finance Corporation. From 2006
- 2007, Mr. Farris served as Secretary of the Finance and Administration Cabinet for the
Commonwealth of Kentucky, where he oversaw the collection, investment and
distribution of over $8 billion dollars in annual tax revenue. Currently, Mr. Farris also
serves as a Professor of Economics and Finance at Centre College in Danville, Kentucky.

M. Farris received a full-tuition fellowship to study economics and finance at the
Woodrow Wilson School at Princeton University, where he was awarded a Master’s
Degree in 1999. Before attending Princeton, Mr. Farris studied economics and set-
theoretical logic at Centre College from which he graduated, Phi Beta Kappa, attaining a
Bachelor of Science degree in Economics and Philosophy in 1995, Mr. Farris is also a
Series 65 Licensed Registered Investment Advisor.
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EXHIBIT C

Urban County Pianning Commission Planning Services Section
200 East Main St., Lexington, KY . TIF Development Plan Review

STATEMENT OF COMPLIANCE WITH COMPREHENSIVE PLAN
PROPOSED RED MILE MIXED-USE DEVELOPMENT AREA

BACKGROUND

An application has been made to create a “Blighted Urban Mixed-Use Redevelopment
Area” Tax Increment Financing (“TIF”) District as permitied under state statutes. This
TIF District creation process provides a mechanism for financing improvements within
the district, utilizing future increases in tax revenues as the mechanism for paying for the
improvements.

As applied locally, the statutory process requires that the Urban County Council review
and hold a public hearing on the proposed TIF District. If approved at the local level, the
project is submitted o, and reviewed by, a series of state-level agencies. If approved, the
Commonwealth of Kentucky and the LFUCG will enter into a formal agreement and
implement the District,

PLANNING COMMISSION ROLE

The state statutes provide for review of the proposed plan for the TIF District by the
Planning Commission. As part of the list of materials and documents that comprise the
“development plan” for the TIF District, the statute requires that the local Planning
Commission certify that it has reviewed the plan for compliance with the community’s
adopted Comprehensive Plan.

PROPOSED DISTRICT - AREA

The proposed District for review has been titled the “Red Mile Mixed-Use Development”
Area.

The boundary area of the District, which contains approximately 83 acres, includes a
portion of the Red Mile property (all but the harness racing track, the Tattersalls facility
and the stables near South Broadway). It is located on the east side of Red Mile Road
and encompasses two parcels and a portion of a third (i.e., 780, 790 and a portion of 1200
Red Mile Road). The right-of way of Red Mile Road from South Broadway to Versailles
Road, including the intersections at those two streets, are also within the TIF District
boundary. The grandstand and the Stable of Memories will remain and will be 2 part of
the overall redevelopment of the site, sharing parking with the Red Mile: but the Stable of
Memories is not to be included in the TIF District,

The exact boundary of the District is shown on the attached Exhibit A.

PROPOSED DISTRICT - ELIGIBLE IMPROVEMENTS

The proposed projects to be eligible for funding through the TIF District are:




* Streetscape Improvements - sidewalk, curb/gutter and greenway along Red Mile
Road; Town Green streetscape, to include - sidewalks, curbs and gutter;
landscaping and lighting (site and parking areas)

o Storm and Sanitary Sewer Improvements - repairs and construction, both on and
off site; new hydrants; water main extensions

o Utility Modification/Relocation and Burial - underground gas and electric;
underground telephone and cable television
New Parking - structures and surface spaces
Town Green Park
Off-Site Intersection Improvements - to include both the South Broadway and
Versailles Road intersections at Red Mile Road
Connection to Angliana Avenue

¢ Widening of Red Mile Road from Horsecmans Lane to Versailles Road
intersection

» Building Demolition, Grading and Land Preparation for sidewalks, landscaping,
fencing and other public improvements; Erosion and Sediment Control

¢ Installation of Bus Shelters

This list represents the scope of potential public improvement projects. Final project
approval is subject to the approval of the Urban County Council.

Private development/improvements are to include:

Residential Units (Condos & Apartments)
Mixed-Use Office/Retail

Mixed-Use Residential/Retail
Hotel/Entertainment Venues

COMPREHENSIVE PLAN

Many adopted elements of the 2007 Comprehensive Plan speak directly to the types of
improvements in the area that are within the scope of this TIF District. The Mission
Statement of the Comprehensive Plan, as well as the “Vision for Lexington-Fayette
County,” supplies the basis for land use decisions and development, including urban
design, The Mission of Lexington’s planning efforts is to provide a “vision for physical
development that will allow Lexington to grow and prosper, promoting economic
development and viable job development,” while preserving its guality of life, historic
character and amenities, and other elements that make it a desirable place to live and
work.

As part of the “vision” for Lexington’s land use patterns and urban design, the
Comprehensive Plan lays out several themes. Six of those themes are particularly
applicable to the Red Mile TIF District Development Plan:

® Promoting the myriad components that strengthen the viability of downtown,
including professional and commercial uses, cultural and recreational activities,
and new and existing housing.




o Implementing infill and redevelopment strategies that expand residential and
commercial opportunities; are appropriate in character and design; and
complement and reinforce the fabric of the neighborhood.

* Enabling the creation, growth and retention of jobs that promote a strong,
progressive and diversified urban and rural economy.

s Developing a green infrastructure system with oepen space, facilities and
amenities that serve all citizens and help create a sense of community.

* Preserving, protecting and maintaining existing residential neighborhoods in a
manner that ensures stability and the highest quality of life for all residents.

o Providing infrastructure improvements to fully serve existing developments, to
accommodate current growth, to plan for long-term future urban needs, and to
enhance the high quality of life in Lexington.

The Comprehensive Plan contains a total of twenty-one (21) Goals, each of which has
Objectives to facilitate their implementation. Several Goals and Objectives of the
adopted Plan are directly supported by the proposed improvements:

Goal I: Provide planning processes which enable widespread citizen participation and
benefit Lexington-Fayeite County.

Relevant Objectives:

A. Provide an ethically sound decision-making environment for planning and
zoning; ensure that the planning process is open and accessible, efficient
and effective.

B. Encourage active citizen participation in planning processes from all
segments of the community.

C. Use all available technology to enable dissemination of public information
and enhance opporitunities for citizen participation; consider alternative
Sormats for public input and communication to ensure a well-informed
public.

D. Work with citizen-based neighborhood organizations that encourage and
enable neighborhood self-management and improvement.

Goal 2: Promote regional planning and coordination throughout the inner Bluegrass
Region.

Relevant Objectives:

E. Study a diverse range of transportation improvements fo meet long-range,
inter-county transportation needs, linking transportation proposals with
growth management controls 1o ensure efficient traffic movement and
responsible planning.




F.

Encourage intergovernmental regional planning processes for the
development of parks, green space, view sheds, and greenways, including
bikeway opportunities.

. Pursue greater planning, cooperation, and coordination with entities of

state and federal government to ensure that governmental land uses not
subject to local zoning control do not unduly burden Urban County
Government infrastructure or adversely impact land uses in the general
vicinity.

Goal 3: Promote land uses that are sensitive to the natural and built environment.

Relevant Objectives:

Goal 4:

B.

E.

Promote design quality, compatibility, and preservation of existing
significant structures and areas.

Preserve, protect, and maintain soils, existing trees, tree stands, and other
plant life; natural drainage ways, creeks, and springs; and environmentally
sensitive areas such as sinkholes and steep slopes from severe intrusion,
alteration, or destruction during urban development.

. Ensure that the appropriate facilities and structures are used to

accommodate surface drainage in a manner that recognizes their effects on
underground drainage and are consistent with the desire to improve water

quality.

Develop and implement a greenspace system that preserves the urban and

rural identity of Fayette County and provides a framework for regional and
local planning,

Relevant Objectives:

D. Preserve, protect, and enhance the greenspace elements that give the

Bluegrass Region its unique identity, including biologically diverse natural
areas, scenic vistas and corridors, places of historic and cultural
significance, environmenially sensitive areas, geologic hazard areas, and
riparian areas.

Freserve, protect, and enhance the character of significant transportation
corridors throughout Fayette County, providing for appropriate open space,
setbacks, and landscaping as well as multi-purpose transportation needs.

Goal 5: Protect and preserve Fayette County’s significant historic and cultural

heritage,

Relevant Objectives:

B. Preserve, protect and enhance the natural and cultural landscape that gives

the Bluegrass Region its unique identity and image.




C. Encourage protection of significant historic resources and archeological
sites by documenting and/or designaring historic districts and historic
landmarks.

D. Encourage renovation, restoration development, and maintenance of
historic residential and commercial structures.

E. Encourage the retention, protection and compatible adaptive reuse of
historic resources, sites and structures.

H. Encourage inter-governmental cooperation among the various units of the
Urban County Government in dealing with the protection and maintenance
of both private and public sites and structures.

Although the Red Mile is not within the Rural Service Area, two of the Objectives of
Goal 6 are relevant to the proposed project:

G. Preserve adequate land for the equine industry; protect equine operations
from encroachment; and promote future equine industry growth in the
region.

H. Support and encourage existing horse breeding and racing operations and
encourage expanded capital investment and new farm development as tools
Jor local and international investment and economic development.

Goal 7, in and of itself, does not specifically relate to the proposed project; however, five
of its Objectives are clearly relevant:

C. Support appropriate maintenance, development, redevelopment, and
rehabilitation of housing and public facilities in accordance with the
Comprehensive Plan.

Encourage new development to be compact and contiguous.

H. Promote established employment areas at locations where public Sacilities
are adequate for the anticipated uses, which are accessible to arterials and
employees, which are appropriate for the uses, and which create balanced
opportunities at various locations in Lexington-Fayette County.

I Create balanced employment opportunities and higher intensity residential
and non-residential uses that are compatible with existing developed areas.

J. Assure that development maximizes efficient use of existing adequate
essential facilities or occurs only where essential facilities are planned and
programmed to reasonably coincide with the occurrence of development.

Goal 8 and eleven of its Objectives directly relate to and support the proposed projects:




Goal 8: Create strategies that enable and encourage appropriate infill and
redevelopment of established developments and neighborhoods.

Relevant Objectives:

B.

Continue to review and revise the existing Zoning Ordinance and
Subdivision Regulations on an ongoing basis to ensure they are conducive
to infill and redevelopment, including streamlining the development review
process.

. Identify infill and redevelopment areas where infrastructure improvement

efforts should be targeted,

. Create and implement wrban development incentives for infill and

redevelopment for established developed areas that are within the defined
Infill and Redevelopment Area and at appropriate locations outside the
area.

. Encourage the rehabilitation and adaptive reuse of all existing underutilized

buildings to the greatest extent feasible.

Create strategies for new neighborhood centers and businesses that are
compatible with and support existing residential areas.

G. Revitalize and enhance existing neighborhood centers and businesses.

. Ensure that infill and redevelopment projects are compatible with and

complementary to existing development,

Ensure that necessary infrastructure improvements accompany all infill and
redevelopment projects.

. Rehabilitate, maintain, and improve existing infrastructure that supports

infill and redevelopment, particularly in underserved areas and projects
targeted for affordable housing.

Encourage infill and redevelopment in locations where adeguate urban
services and infrastructure are in place or planned.

. Support neighborhood planning processes that encourage active

neighborhood participation and involvement in infill and redevelopment
activities.

Goal 10 and eight of its Objectives are clearly relevant to the proposed redevelopment of

the property:

Goal 10: Preserve, promote and enhance those aspecis of the natural, built and
cultural environment that encourage tourism.

Relevant Objectives:




K

Recogrize various types of tourism as significant and desirable components
of the local economy and encourage the preservation of the cultural,
historic, ecological, and agricuitural resources upon which they are based.

Encourage and promote the vital role of the equine industry and its related
industries in tourism and tourism development.

. Identify, protect and encourage the development of appropriate attractions

and supporting uses that promote and enhance tourism and tourism
development.

. Identify, protect and enhance Fayette County’s role in regional tourism.

Promote and enhance facilities and activities in and around the Downtown
area necessary to support and attract tourism.

. Promote and enhance existing tourist aitractions, including interpretive and

public information facilities, historic markers, and similar systems.

. Identify and provide for the future location of anticipated or desired

potential major culturel and tourism-related uses.

Protect and enhance urban scenic corridors.

Goal 11 and ten of its Objectives are also clearly relevant:

Goal 11: Provide diverse business and employment opportunities for Lexington-Fayette
County.

Relevant Objectives:

C.

Encourage retention and expansion of existing local industries and
businesses.

. Attract new job-creating capiral investment to Lexington and the region,

Devote economic development resources equitably, assisting existing firms
as well as attracting new ones.

. Encourage employment opportuniries that lead to full and equal employment

Jor all citizens, including Lexington’s poor.

Provide essential employment areas that are compatible with residential
neighborhoods and Lexington-Fayette County as a whole.

Encourage revitalization and/or reuse of underutilized employment centers.

. Identify long-range stratcgies for economic development that reflect the

comparative advantage of Lexington and the region.




L

Allow greater flexibility within commercial, office, warehouse and industrial
areas within the Urban Service Area and Rural Activity Centers where these
uses will not conflict with residential and agricultural uses.

M. Encourage economic development that will provide residents with economic

P

opportunities that sustain adequate income and generate sufficient public
revenue for equitable and adequate services and facilities.

Encourage diverse modes and routes of transportation opportunities
between employment sites and residential concentrations.

Although the Red Mile is not within Downtown, by virtue of its proximity; and in
conjunction with the planned improvements that will physically connect to new and
proposed developments along Angliana Avenue, it could be considered as an extension of
Downtown. The north/east side of Angliana Avenue is within the designated Downtown
Master Plan Area; therefore, once the Showprop Development is completed (part of
which is located within the DTMP Area), along with the proposed improvements and
connection to/from the Red Mile property, Goal 12 and several of its Objectives are
related to, and are supported by, the improvements that are proposed.

Goal 12: Ensure the desirability, diversity, and vitality of downtown.

Relevant Objectives:

A. Support the adoption and implementation of a downtown master plan as an
element of the Comprehensive Plan.

B. Build upon the strengths of existing businesses and solicit new uses and
activities, including residential development that will improve the vitality of
downtown for commerce, culture, entertainment, and neighborhoods.

E. Promote sufficient hotel, retail, and office space within the downtown area
to meet a significani percentage of the overall needs of the County.

F. Promote and enhance downtown as a desirable housing center through the
reuse of existing structures, mixed use development, and/or higher density
development,

G. Preserve and protect the historic and cultural resources of the downtown
areq.

H. Foster public-private efforts to maintain, rehabilitate, and redevelop
downtown.

L Recognize and preserve significant architectural Sfeatures and encourage
new construction to be compatible with these significant features.

J. Implement creative efforts to enable more housing in the downtown area;

encourage the creation of more downtown residential uses through new




M.

construction, restoration, adaptive reuse, and redevelopment that are
compatible with surrounding land uses and design.

Develop more efficient and safer pedestrian and vehicular access to and
within the downtown area from all directions to more effectively promote its
use as a regional attraction.

Enhance existing downtown open Spaces and improve pedestrian
connections.

Goal 13 and seven of its Objectives clearly relate to the proposed projects:

Goal 13: Provide housing opportunities to meet the needs of all citizens.

Relevant Objectives:

A.

Offer sufficient choice of decent and safe housing for citizens of all income
levels in all areas of Lexington.

. Provide for a wide range of lifestyles and economic opportunities for all

residents, including the elderly, and do so in a marmer which is affordable
and cost effective.

. Provide land for residential uses of all types in sufficient amoun: and

locations within the Urban Service Area to adequately meet the projected
population growth of Fayette County.

Encourage a variety of residential densities that respect the character of
existing neighborhoods and developments, and are consistent with adopted
plans. :

Encourage infill housing opportunities where compatible with existing areas
and where services and infrastructure problems will not be exacerbated,

. Create incentives at employment centers throughout the Urban Service Area

that encourage people to live near their work.

Incorporate principles from the Expansion Areq Master Plan throughout the
Urban Service Area, including expanding incentives to promote the creative
development of affordable housing consistent with the character of existing
neighborhoods.

Goal 14 and all nine of its Objectives are also clearly relevant 1o what is proposed;

Goal 14: Establish and promote well-designed communities that provide appropriate
services o multi-neighborhood areas and encourage community interaction.

A

Establish incentives and/or regulatory requirements that are designed to
promote better integration of a variety of housing types in close proximity.




Identify, plan, and locate community mixed-use centers as concentrations of
mixed land uses that are compatible with surrounding areas at key locations
with access to a diverse range of transportation facilities.

. Establish design and location criteria to promote the compatibility of

existing and proposed community mixed-use centers with their
surroundings.

. Improve the quality and level of essential public and community facilities

and services, especially public transportation, to serve multi-neighborhood
communities.

Evaluate public and community facilities in each community area and
prioritize capital improvements to enhance each communiry.

. Encourage new residential developments to exceed minimum threshold

densities.

. Promote utility-efficient facility, structure, and site design in public and

private developments.

Re-evaluate the definitions of and criteria for various scales of retail areas
and shopping centers, with particular emphasis on creating standards for
small-scale mixed-use and appropriate neighborhood scale developments.

Develop communities and neighborhoods that are self-sustaining by
enabling a range of services and activities, such as employment centers,
neighborhood commercial centers, mixed residential types, schools,
commutity centers, recreation and leisure, and worship,

Goal 15 and nine of its Objectives clearly relate to the proposed projects:

Goal 15 Preserve, protect, and enhance the character and quality of existing
neighborhoods.

A

Rerain the character, identity, and appearance of vital, successful
residential and nonresidential areas.

Develop  strategies to maintain, preserve, and revitalize existing
neighborhoods.

Develop, adopt, and periodically review Small Area Plans as tools to
address neighborhood and community enhancement issues; develop Small
Area Plans in a systematic manner, ensuring that they are thoughtful and
inclusive, with broad neighborhood participation.

Plan for and promote infill and redevelopment that is appropriate in

character, density, and design and serves to reinforce the fabric of the
neighborhood.
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F. Plan for the establishment of retail uses with a neighborhood focus and
character, providing opportunities for employment and essential services
closer to residents, including but not limited to corner groceries, dry
cleaners, delicatessens, and barbershops.

H. Encourage innovative design, planning, and development solutions that are
consistent with neighborhood needs and characier.

J. Continue to work with universities and neighborhoods to address common
concerns.

K. Promote human-scale, bicycle and pedestrian-friendly neighborhoods.

N. Review existing land wse and zoning and amend the zoning map as
necessary to protect neighborhoods, to encourage appropriate density and
character development, and to implement the recommendations of the
Comprehensive Plan.

Goal 16 and six of its Objectives are clearly relevant and are supported by the proposed
projects:

Goal 16: Promote well-designed new development that creates and enhances
neighborhoods and communities.

A. Develop residential blocks or patterns that provide a well-organized and
complete system of vehicular, pedestrian and bicycle-friendly facilities, and
have human scale architectural or urban design features and community
Socus of common areas.

B. Encourage creative neighborhood design with interconnecting street
systems and a sense of community.

D. Encourage medium- and high-density residential and higher intensity
nonresidential uses that respect the character of existing neighborhoods and
developments and are compatible with proposed development areas.

E. Plan locations of residential and commercial land uses carefully to provide
appropriately sized and designed facilities that are compatible with and best
serve their surrounding neighborhoods.

G. Ensure the development and improvement of essential public and community
Jactlities and services in residential and nonresidential areas.

I Coordinate and reconcile the need to design neighborhoods to be walkable
and pedestrian-friendly with the safe and efficient provision of urban
services such as refuse collection and fire protection.

Goal 18 and seven of its Objectives are clearly relevant to the proposed projects,
especially those related to sanitary and storm sewer repair/maintenance:
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Goal 18: Provide and maintain essential public services and facilities,

Relevant Objectives:

A

B.

Ensure public services and facilities are adequate and equitably distributed.

Plan and program land acquisition and the installation of all essential
public facilities, including but not limited 1o roadway needs, to reasonably
coincide with the occurrence of development.

. Mainain existing infrastructure and levels of service, and establish

standards for timely maintenance, repair, and replacement needed for
expansion.

. Balance capital improvement expenditures between existing and new

developments.

Make adequate the essential public facilities serving  existing
neighborhoods, under-utilized employment centers, and economic
development sites to more fully realize the potential of these areas.

Provide sanitary sewer service to the entire Urban Service Area through
public and private cooperative efforts in financing, easement acquisition,
and construction as detailed in the LFUCG 201 Facilities Plan Update.

Upgrade existing sanitary and storm sewer systems and facilities and add
new faciliiies as needed.

Goal 19 and eight of its Objectives are also clearly relevant:

Goal 19: Provide and maintain a comprehensive transportation system.

Relevant Objectives:

A.

Use the transportation and land use planning and development process to
continuously monitor, update, and implement the Transportation Plan and
te coordinate all aspects with other Comprehensive Plan elements.

Encourage a more efficient and interconnected system of streets and
highways and promote traffic patterns that provide alternatives to corridor
travel.

Comply with all applicable federal accessibility regulations.

. Provide a balanced and coordinated multi-modal transportation system;

encourage the use of all viable modes of transportation.

. Promote integrated land use and transportation planning.
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I Encourage and enhance mass transit development and use, including such
related infrastructure as transfer fucilities, bus shelters, street graphics and
puil-off and acceleration lanes.

J. Encourage and enhance alternatives 10 motorized modes of transportation,
including biking and walking.

N. Enhance the visual character of all major transportation routes.
Goal 20 and six of its Objectives clearly relate to the proposed projects as well:
Goal 20: Provide and maintain a range of community facilities and services.
Relevant Objectives:

B. Promote local and regional cultural facilities and activities.

H. Coordinate public facility development with other public and private
agencies.

1. Assess the impact of new development or redevelopment on community
Jacilities.

K. Use the Comprehensive Parks and Recreation Master Plan and the
Comprehensive Plan elements during the land development process to
secure adequate passive and active recreation land and facilities to meet the
needs of local neighborhoods and Fayette County as a whole.

Q. Provide street lights in the Urban Service Area to improve safety.

S. Provide all residents, including residents living downtown and in existing
neighborhoods, with safe and convenient parks for recreation.

Not only does the Goals and Objectives section of the Comprehensive Plan support the
proposed project, the Land Use Element of the Plan supports many aspects of the project
as well. Goal 12, Ohjective “A” (above) notes that there was a Downtown Master
Planning project conducted as a part of the Comprehensive Plan update process. As stated
previously, although not within Downtown, the Red Mile is just beyond an area mapped
as part of the Downtown Master Plan Area: the north/east side of Angliana Avenue,
which is immediately to the east of the Red Mile track, is within the boundary of the
approved Downtown Master Plan (DTMP) and provides the southern/western edge of the
DTMP area. When the proposed Red Mile project is completed, there will be a direct
connection to Angliana Avenue and the developments that have recently been approved
by the Planning Commission, including the Showprop development on Angliana, a
portion of which is actually within the Downtown Master Plan area. Therefore, once
redeveloped, by virtue of the connection proposed between the Red Mile and the
Showprop development, as well as a pedestrian connection being considered as part of a
“Safe by Design” study between Downtown and the Red Mile, the entire area will be an
extension of Downtown and will provide a logical southern/western boundary for the
downtown area.
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Although noted in the Comprehensive Plan as subject to further review and discussion as
part of the Downtown Master Plan, there are several key principles of the Downtown
Plan Element embodied in the proposed project:

* Increase residential development
» Investin a pedestrian network

* Maximize density in vacant sites
* Celebrate urban entrances

« Change land use

The 2007 Comprehensive Plan recommendation for the Red Mile property is Semi-Public
Facilities (SP) land use. The Plan states that the property “should be reviewed through a
Small Area Plan, with strong consideration for high-density residential and mixed use.”
The Red Mile Development Plan, which provides the basis for this TIF application, is the
result of a 5-month process (spring and summer of 2009) that consisted of a series of
public meetings (many of which were held at the Red Mile) with a “working group” of
area residents, representatives of the Red Mile Property (consultants, attorneys and
engineers), Planning Commission members and Division of Planning staff. Those
meetings, which provided the cornerstone of that 5-month process, fleshed out concemns
and issues that should (and will) be addressed as part of the redevelopment of the
property, and provided ideas as to what might be desirable (as well as undesirable) uses
for the property. One Goal and several Objectives of the Comprehensive Plan were
embodied in the working group process: Goal 1 and four of its Objectives (A through D);
Goal 8, Objective M; and Goal 15, Objectives C and J, all of which address and relate to
involvement of the public in the planning process for Lexington-Fayette County. The
level of work and involvement experienced in that 5-month process was a perfect
example of the infent expressed in these Goals and Objectives and was a true
demonstration of Comprehensive Plan implementation.

The Red Mile Development Plan was developed as an alternative to a more formalized
Small Area Plan, which was a recommendation of the 2007 Comprehensive Plan. Even
$0, it accomplishes (both in intent and in actuality) what a Small Area Plan is desigred to
do, which is to study and discuss options for land use, and determine the best use of the
land to serve the needs of the community. The final product (i.e., the 30+ page document
known as the Red Mile Development Plan), which recommended a zone change to MU-3
to accommodate the mix of uses proposed, all of which are shown on the “development
plan” submitted with this application, is in compliance with and supports the
recommendations of the 2007 Comprehensive Plan. It is also in compliance with and
supports several Goals and Objectives, and is consistent with previous plans, including
the 1990 South Broadway Corridor Plan, which was adopted as part of the 1988 and the
2001 Comprehensive Plans,

CONCLUSION

As part of its certification of compliance with the Comprehensive Plan, any
recommendation(s) regarding re-zoning, text amendments or other changes needed to
accommodate the propesed TIF Development Plan are to be included. No text
amendments are needed, as a change to the MU-3 zone was recently approved by the
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Urban County Council (specifically with this project in mind) that allows the uses
proposed once the Red Mile property is re-zoned to MU-3 (Mixed-Use Community).
Those changes are now a part of the Zoning Ordinance. A request for re-zoning of the
property from A-U (Agricultural Urban), B-4 (Wholesale and Warehouse Business) and
R-1C (Single Family Residential) was recently heard by the Planning Commission
(November 19), and was recommended for approval to the Urban County Council, who
will make the final decision on the change to MU-3 in the near future. The corollary
development plan was also recommended for approval and was recently certified so that
the zone change could be forwarded on to the Council.

There are two known environmental issues related to the properties within the TIF
development area, one of which is a cave and the other a possible sinkhole. Both are in
areas not proposed for development as part of the mixed use project. When a final
development plan is submitted for Planning Commission approval, the two features will
need to be clearly delincated as “no development” areas. Because there is known karst
topography in the area, if any other issues are discovered during the development
process, which includes land preparation, appropriate mitigation must be provided. With
tegard to compliance with the Comprehensive Plan, Goal 3 and its Objectives provide the
framework or basis for the environmental stewardship required by the Plan as it relates to
development within Fayette County. Goal 3, which is to “Promote land uses that are
sensitive fo the natural and buili environment,” contains four Objectives that are
relevant:

D. Protect or promote proper use and maintenance of natural areas and
resources and their biodiversity.

E. Preserve, protect and maintain soils, existing irees, tree stands and other
plant life; natural drainage ways, creeks and springs; and environmentally
sensitive areas such as sinkholes and steep siopes from severe intrusion,
alteration or destrucrion during urban development,

F. Use available natural and built resource invemtories and environmental
impact analyses to help determine land use plans.

G. Ensure that the appropriate facilities and structures are used to accommodate
surface drainage in a manner that recognizes their effects on underground
drainage and are consistent with the desire to improve water qualiry.

To ensure that the Goals and Objectives of the Comprehensive Plan are met with regard
to any type of mitigation or improvements that may be needed, the natural environment
should be respected and even enhanced during this process inasmuch as possible.

Perhaps the most relevant supporting language with regard to the projects that are
proposed as part of the TIF District is contained in the “Downtown” section of the Land
Use Element. The following statements seem to embody the full scope and vision of the
projects to be undertaken:

“The need for a vibrant, dynamic, and growing downtown area continues fo be
one of the most important elements of the overall growth management strategy of
the 2007 Comprehensive Plan. ... Since the adoption of the 2001 Plan Update,
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extensive efforts have been undertaken to enhance recent trends and development
activity that bode well for a major renaissance of Lexington’s downtown area.”

“Recent trends in development activity have shown that downtown is an attractive

place 1o live. This residential component of downtown is viewed as key fo
downtown’s future as downtown and the immediate vicinity are inkerenily
attractive to both younger and older residents due to diversity, walkability,
entertainment, proximity to major universities and many other factors. A number
of recent projects are underway, which will add additional living space to
downtown, often in a mixed-use development.”

The creation of this TIF District and the implementation of the proposed projects fit this

vision and will help to implement the cited Goals and Objectives of the Comprehensive
Plan.
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CERTIFICATION OF COMPLIANCE

The Lexington-Fayette County Planning Commission finds that the proposed Red
Mile Mixed-Use Development Plan for the proposed TIF District is hereby certified
as being in compliance with the adopted 2007 Comprehensive Plan Update for
Lexington and Fayette County, and adopts this report as its official statement to be
included as a part of the development plan as it is forwarded to the Lexington-
Fayette Urban County Council for consideration.

Adopted and Approved by the Lexington-Fayette Urban County Planning Commission
on_tA~ru- 0% ,2009. :

[ A
Frank Penn, Jr., Chair

~

Christophisgf D. King, Secrét?y

HACDKWORK\Director\Planning Commission'STATEMENT OF COMPREHENSIVE PLAN COMPLIANCE - Red Mile Mixed-
Use Development TIF.doc




EXHIBIT D

Commonwealth .
Economics

QUALIFYING PUBLIC INFRASTRUCTURE COMPONENTS

Figure 5-1 describes the public infrastructure costs that are included in project costs.
These estimated costs for public infrastructure qualify for financial support through the
TIF program. The public infrastructure costs total $54 million.

Figure 5-1
Red Mile Mixed-Use Development
Approved Public Infrastructure Costs
General Conditon $150,000
Demolition $350,000
Clearing and Grubbing $162,500
Erosion and Sediment Control $424,200
Land Development $6,060,000
Curb and Gutter $1,500,000
Sidewalk $660,000
Road Work $2,202,400
Parking Lots $3,701,900
Sanitary Sewers $1,913,580
Waterlines $1,416,719
Storm Sewers $4,112,466
Street Light $180,000
Electric, Gas, Telephone, and Cable Conduits $195,000
Town Green Park $1,300,000
Town Green Streetscape $2,080,000
Intersections With Red Mile Road $1,095,000
Greenway Along Red Mile $2,300,000
Intersection Improvement South Broadway $968,750
Intersection Improvement Versailles Road $475,000
Angliana Connection $308,750
Red Mile Widening from Horseman Lane to Versailles Road Intersection $2,402,690
Red Mile Greenway & Utility Relocations $700,000
Parking Structures $7,440,000
A/E, Legal Services & Other Soft Cost (15%) $5,938,558
15%Contingency $5,938,558
Total $53,976,071

Red Mile Mixed-Use Development
Economic and Fiscal Impact Analysis




CERTIFICATION

The undersigned, Susan Lamb, Clerk of Council of the Lexington-Fayette Urban
County Government, hereby certifies as follows:

1. The foregoing Ordinance No. __ 47-2010 was intreduced in writing
and read to the Council of the Lexington-Fayette Urban County Government at regular
or special meetings thereof held on the __11thday of March, 2010, and the _25thday of
March, 2010, at which quorums were present; and said Ordinance was enacted by the
LFUCG Council upon the affirmative vote of at least a majority of a quorum thereof, at
the meeting thereof on the 25th  day o March, 2010, with the vote of each member of
the LFUCG Council entered upon the official record of such meeting; and

2. After passage and adoption of the foregoing Ordinance by the LFUCG
Council, it was submitted to the Mayor of the LFUCG who affixed his signature thereto
within ten (10} days after the submission thereof to him; and

3. The foregoing Ordinance was published on the __1st day of April ,
2010, in the a newspaper qualified pursuant to the provisions of Chapter 424 of the
Kentucky Revised Statutes, as amended, to publish summaries of ordinances of the

Lexington-Fayette Urban County Government. W

Susan Lamb, Clerk of Council

CERTIFICATE

| do hereby certify that the titie to this enactment contains an accurate synopsis
of the contents thereof and may be used to satisfy the reading and publication
requirements of law.

Taft Stettinius & Hollister LLP
f o |
By: ‘:}ﬁ,t ! N ALt

James E. Parsons
Attorney At Law
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Lexington-Fayette Urban County Government
Jim Newberry, Mayor

TO: Mayor Jim Newberry
Urban County Council

FROM: Joe Kelly
Senior Advisgf for Management

DATE: March 2, 2010

SUBJECT: Red Mile Tax Increment Finance Development Project

On December 1, 2009, The Lexington Trots Breeders Association, LLC (LTBA)
made formal application (copy attached) to Mayor Newberry and the Lexington-
Fayette Urban County Council for creation of an economic development area to
be known as the Red Mile Mixed Use Development Area. LTBA's application is
in accordance with Kentucky's Mixed Use Tax Increment Financing (TIF)
statutes. If the Red Mile project is approved by the Council application will be
made to the Kentucky Economic Development Financing Authority for use of
incremental state tax revenue (produced by the Red Mile Project) to pay for
certain infrastructure costs required for a successful project. The total
investment in the Red Mile Project is expected to be approximately One Hundred
Eighty-Seven million dollars ($187,000,000).

LTBA has fulfilled all requirements for a successful appiication. The statutorily
required public hearing was conducted by the Council on February 11, 2010.

We request Ceuncil approve the enabling ordinance and draft participation
agreement which will allow Mayor Newberry to forward a completed application
package to the State for their consideration. Should the State give preliminary
approval to the project, LTBA has agreed to pay for the State required
independent consultant report and all state administrative fees.

2 Attachments
1. Proposed Ordinance
2. Red Mile Application

Lexington-Fayette Government Center
200 East Main Street ® Lexington, Kentucky 40507 * {859) 258-3100 = FAX (859) 258-3194

mayor@lfucg.com
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www. jacksonkelly.com

December 1, 2009

Honorable Mayor and Council Members
Lexington-Fayette Urban County Government
200 East Main Street

Lexington, Kentucky 40507

Ladies and Gentlemen:

On behalf of The Lexington Trots Breeders Association, LLC (“LTBA™), we are
requesting that the Lexington-Fayette Urban County Government (“LFUCG”) participate with
LTBA or its assignee in the Red Mile Mixed-Use Development (“Project”) through the use of
tax increment financing for the public infrastructure portion of the Project.

The Project

The Project will be located between Red Mile Road and the Red Mile Racetrack just off
South Broadway on the edge of downtown Lexington. It is proposed to cover approximately 68
acres of property and add over 450,000 square feet of buildings and three separate parking
structures. The Project will be a mixed-use development with entertainment areas, a hotel,
offices, retail, restaurants, residential apartments, parking structures, and a greenway trail and
town green park. LTBA has retained Urban Collage and Vision Engineering to prepare the
development plan for the Project. Stan Harvey of Urban Collage will present an overview of the
plan during your work session today.

Private Development Components
The private portions of the Project consist of the following components:

¢ Trackside Entertainment — A remodeled 1,900 seat grandstand and entertainment area at
the racetrack, which will cover approximately 47,500 square feet and contain luxury
boxes, additional grandstand seating, new dining options, and a new special events plaza,

e Hotel — A trackside hotel with approximately 200 rooms that connects to the track’s new
entertainment and grandstand areas.

¢ Retail and Restaurant — Approximately 277,000 square feet of net leasable space that will
be available for various retail and restaurant establishments.

¢ Office ~ Approximately 24,000 square feet of leasable office space.

Charleston, WV « Clarksburg, WV « Martinsburg, WV » Morgantown, wv
Wheeling, WV « Denver, CO » Pittsburgh, PA » Washington, DC
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Residential — Over 295,000 square feet of residential apartment space that will provide
204 units in nine separate buildings spread throughout the property, including two located
directly above retail space in the heart of the Project.

Public Infrastructure Components

The public infrastructure needs in the Project’s footprint are significant and are of critical

importance to the redevelopment of this location. In its current state, the site is not suited for
residential or commercial use. The site faces several infrastructure issues that will prevent the
area from becoming successful and experiencing economic growth without the assistance of the

local and state governments. These include:

Utilities — A vast expansion of sanitary sewer lines, storm sewer lines, water service
lines, and utility conduits, including electric, gas, telephone and cable, to accommodate
the large increase in utility usage that the Project will require.

Ways — The creation of new internal roads and an expansive walkway system to handle
the increased vehicular and pedestrian traffic this development will draw.

Parking ~ Open grade parking will provide 1,768 parking spots, while the three proposed
parking structures will add an additional 164, 104 and 104 spots respectively.

Red Mile Road — Improvements at Red Mile Road’s intersections with both South
Broadway and Versailles Road and a widening of Red Mile Road to improve the flow of
traffic, both vehicular and pedestrian, that will result from this Project.

Storm Water Management — The traditional storm water management plan to control
detention and post development water quality consists of surface detention located at the
lowest point on-site.

In addition, the Project, as proposed, includes the following infrastructure components

that will increase the appeal of the area to visitors, make the area more pedestrian friendly, and

provide a unique system for managing storm water:

Town Green Park — A length of green space, trees and water décor that runs from the
Project’s main entrance to the remodeled racetrack’s entrance.

Greenway Trail — A trail, which is lined with trees and various landscaping, that runs
along Red Mile Road and connects the Town Branch Trail to the University of Kentucky.

Underground Storm Water Facilities — Underground storm water facilities will be
constructed at various locations on-site to enhance infiltration and groundwater recharge
while maximizing the site’s open spaces and usages. Each of these underground storm

{L0472895.1}
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water facilities will include sump volume to store the portion of storm water runoff
generated from the site and will use a solar pump system to pump runoff to irrigate the
open spaces and greenway areas.

Phasing and Costs

The Project is expected to be completed in five years. Phasing will be spaced out over
the five years with various aspects of the Project coming on line in each year. The first phase is
expected to be completed in 2011, and each subsequent phase is expected to be completed about
one year later.

The total construction cost of the Project is estimated to be about $187 million. The
private portions of the Project are expected to have a cost of $133 million, and the public
infrastructure cost is estimated to be nearly $54 million.

Economic and Fiscal Impact Analysis

LTBA has retained Commonwealth Economics, LLC to perform an economic and fiscal
impact analysis of the Project. A copy of that analysis accompanies this letter. John Farris of
Commonwealth Economics will be available at your work session to answer any questions you
may have about the analysis.

Based on research and analysis documented in the report, the Project is estimated to have
a significant economic and fiscal impact to the local economy.

* Baseline Tax Revenue — The current site would generate an estimated $119,811 in “as-is”
baseline tax revenue through its 2009 property valuation and the related state and local
property taxes along with other applicable taxes annually, with $77,572 going to the state,
and $42,239 going to the local government.

¢ Economic and Fiscal Impact — Its construction is estimated to generate a one-time impact
that includes over $132 million of total spending, $79.7 million of direct construction
earnings, support for 2,565 jobs, and $5 million of state and local tax revenues. Upon
project opening and in the first year of stabilization, annual economic and fiscal impact is
estimated to include $177 million of total spending, $76.3 million of increased earnings,
support for 1,767 jobs, and $11.2 million of state and local tax revenues.

s Incremental Revenues — In a 20-year period, which begins upon TIF activation, the Red
Mile Mixed-Use Development Project is estimated to generate a total of about $241.8
million of state and local tax revenues. By contrast, if the site remains “as-is”, tax
revenues are estimated to amount to $3.5 million in the same period. As a result,
incremental tax revenues are estimated to amount to $238.4 million. After 20 percent is
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retained, such amount transiates to an estimated $190.7 million of cash available for the
State’s TIF program and an estimated $20.1 million for local participation.

¢ Public Infrastructure Costs — It is important to understand that only the costs associated
with “public infrastructure” are eligible to be paid for through the TIP program. The
estimated cost of the TIF eligible public infrastructure is approximately $54 million. We
estimate that up to approximately $190.7 million will be available over 20 years through
TIF to cover costs that are related to public infrastructure development.

e “Net New” Benefit — This $190.7 million is much greater than the amount of taxes
created on this property without the Project. Furthermore, our analysis shows that the
“net new” amount of taxes from this Project will include $136.4 million in net new tax
revenue to the Commonwealth and $17.6 million for the City of Lexington, for a total
estimated net new fiscal impact of $154 million.

After subtracting the baseline “as-is” tax revenues that would be displaced from the existing site
by the proposed Project, the estimated net new incremental tax revenue is $150.5 million. This
amount far exceeds the estimated $54 million in TIF recoverable public infrastructure costs. As a
result, the Project represents an enormous benefit to the City of Lexington and the
Commonwealth of Kentucky.

Public Purposes of Project

The Red Mile Mixed-Use Deveiopment project is exactly the type of development that
Lexington’s downtown area needs to continue to attract professionals and their businesses to the
Commonwealth. It will provide entertainment of multiple varieties including a great amount of
green space, shopping, dining, and a world-class harness racing destination. The Project will fill
a void in the downtown area which will make everyday shopping more convenient for those
living in both the apartments constructed as part of the project and the thousands of people
already living in the very nearby area. This development combines a variety of businesses with a
unique and exciting environment that is necessary in order to revitalize and reinvigorate
downtown Lexington, This, along with similar developments, will create a more “livable”
downtown Lexington. This will draw new businesses and residents from outside of the
Commonwealth by creating an attractive and exciting downtown environment, providing a very
practical living option for young professionals and students, and offering premier harness racing
facilities.

As described in the economic and fiscal impact analysis of the Project, the development
of this area in Lexington is estimated to increase property values by $154 million, increase
employment opportunities by 2,565 jobs during construction and 1,767 jobs after opening, and
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increase economic activity by over $100 million a year in the Lexington-Fayette Urban County.
These results have been determined by the General Assembly to serve a public purpose.

Need for Local and State Participation

The high cost of the expansive infrastructure improvements required at this location will
call for significant financial assistance from both the local and state governments. It is highly
unlikely that this site will be redeveloped without government assistance in absorbing the high
public infrastructure costs.

This Project qualifies for tax increment financing (“TIF”) under the “mixed-use’ status.
TIF is a form of economic incentive, which uses the increase in local and state tax revenues
generated on a development footprint (the increment) to finance certain public infrastructure
components of the project. The estimated cost of the TIF eligible public infrastructure is
approximately $54 million. The TIF program cannot be used to finance the private development
components of the Project. ’

Request for LFUCG Participation

L.TBA requests that the LFUCG participate in the Red Mile Mixed-Use Development by
designating the Project as a development area, adopting the development plan for the Project,
providing funding for public infrastructure cornponents of the Project through a local TIF, and
requesting the Commonwealth of Kentucky to provide additional funding for the public
infrastructure components of the Project through a state TIF.

Respectfully submitted,

Jackson Kelly PLLC

By:

Jeffrey J. Yost

{L0472895.1)




Background

* 132 acres
« Opened on September 28, 1875

* Known widely for its fast red clay,
one-miie track.

» The Red Mile is the second oidest
harness racetrack in the country.

* The Red Mile has hosted a wide

variety of community events over the

years.

PRESENTATION
FCOR
DECEMBER 1, 2003
WORK SESSION




Surrounding Development

* The red illustrates plans
reviewed by the City recentiy,

* All of the red spaces are
residential developments- the
majority of them are high-
density student housing
developments.

« The yellow illustrates potential
long-term development
opportunities in the area.

National Examples

*The Lexington 2007 Comprehensive Plan states
“This property should be reviewed through a
Small Area Plan, with strong consideration for
high-density residential and mixed-use.”

RED MILE DEVELOPMENT PLAN
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National Examples

Gulfstream Park -
Miami, FL

National Examples

By using key components of these national Key Components of National Examples

trends The Red Mile could become a vibrant
district that not only Improves Lexington and
surrounding communities as a whole, but also  » new central town green
provides a means to make The Red Mile
Racetrack a self-sustalning business.

* walkabllity

* mix of uses

« green/sustalnable bullding techniques

« shared parking on a district-wide level

* new greenway traill connections

* small block sizes

* reglonal entertalnment destination focus

* focus on landscaping

* multi-story development in key locations

« archltectural standards

RED MILE DEVELOPMENT PLAN

(Dec 01, 2009)




Site Summary

The proposed development
includes:

* A remodeled and expanded
grandstand and new
enterfalnment area

* A 200-room hotel

+ 24,000 square feet of [easable
office space

» Approximately 277,000 square
feet of leascble mixed-use
space for retall, restauranfs and
stores

* Over 200 residential units

+ Three parking structures and
over 2000 total parking spaces

* A greenway trall

» Town green park

TOTAL DEVELOPMENT COST OF
OVER $190 Million
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Red Mile Greenway
T
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Red Mile Greenway




Mixed-Use Town Green

Mixed-Use Town Green
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S. Broadway Intersection

RED MILE DEVELOPMENT PLAN
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S. Broadway Intersection
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Process Background

Working Group Meeting #1

4.21.2009

Discussed exisling conditions and oullined working group process.
Working Group Meeting #2

5.12.2009

Dlscussed Initial concept ideas as well as national development examples.
Working Group Meeting #3

6.09.09
Presented development concept refinements, reviewed Goals & Principles and received feedback on
potential site character for Red Mile.

Public Meeting

6.30.09
Brlefed about the p and the project and presented the development concepts, Goals & Principles

43

and recelved feedback on the Red Mile Develcpment Plan.

Working Group Meeting #4

8.11.09
Presented the revised concepts and the report to obtaln final consensus of the group.

RED MILE DEVELOPMENT PLAN (pec 01, 2009)

Site Concept

* Mixed-Use Residential,
Commercial & Office Space

* Trackside Condos &
Apartments

* Town Green

* Red Mile Greenway Path
» Entertainment Venues

* New Retail




National Examples

Birkdale Village -
Charlotie, NC

RED MILE DEVELOPMENT PLAN

(Dec 01, 2009)

National Examples

Easton Town
Center -

Columbus, OH




Land Use

« Major land uses in the area are
high density multi-family and
industrial.
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« There is a lack of public open
space inside the area.

» The Red Mile property is
surrounded by multifamily,
office space, and sporadic
commercial developments.
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Zoning

« Red Mile property is zoned A-U
(Agricultural Use)

+» Surrounding areas zoned for
medium-high density
residential, business, and
industrial uses.

* Mixed-use zoning districts are
receiving increasing interest
by the City.
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Taft/

Taft Stettinius & Hollister LLP
1717 Dixie Highway, Suite 910 /Covington, KY 41011-2799 /Tel: 859.331.2838, 513.381.2838 /Fax: 513.381 6613 /www taftlaw.com
Cincinnati / Cleveland / Columbus /Dayton /Indianapolis /Northern Kentucky /Phoenix /Beijing

JAMES E. PARSONS
513.357.9661
parsonsj@taftlaw.com

March 19, 2010

Ms. Susan Lamb

Clerk of Council

Lexington Fayette Urban County Government
200 E. Main St.

Lexington, KY 40507

Re: Red Mile Development Ordinance and Local Participation Agreement

Dear Susan:

Please find enclosed the Red Mile Development Ordinance and the Local
Participation Agreement. The Development Plan, which is also an Exhibit to the
Ordinance, was previously sent to you.

Should you have questions regarding this matter, please contact me.

Sincerely yours,
AN A
ames E. Parsons
JEP:sw

Enclosure
Cc:  David Barberie (w/encl.)

117145761
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RESOLUTION NO. TIF-I-10-03

A RESOLUTION OF THE KENTUCKY ECONOMIC
DEVELOPMENT FINANCE AUTHORITY ("KEDFA™)
DIRECTING KEDFA STAFF TO REVIEW THE
APPLICATION SUBMITTED BY THE LEXINGTON-
FAYETTE URBAN COUNTY GOVERNMENT (“AGENCY”)
FOR STATE PARTICIPATION IN AND THE PLEDGE OF
INCREMENTAL STATE TAX REVENUES TO THE RED
MILE MIXED-USE REDEVELOPMENT TAX INCREMENT
FINANCING PROJECT ESTBLAISHED BY THE AGENCY;
AUTHROIZING THE ENGAGEMENT OF A QUALIFIED
INDEPENDENT OUTSIDE CONSULTANT OR FINANCIAL
ADVISOR TO EVALUATE THE NET POSITIVE
ECONOMIC IMPACT OF THE PROJECT TO THE
COMMONWEALTH; AND AUTHORIZING THE
EXECUTION OF A MEMORANDUM OF AGREEMENT
RELATING TO THE EVALUATION OF THE AGENCY’S
APPLICATION.

WHEREAS, KEDFA has been created and established as a public body,
corporate and politic, under KRS Section 154.20-010 and has all the powers, duties and
responsibilities delegated to it by law and is empowered by KRS 154.30-030 to review
and approve applications for the Commonwealth’s participation in tax increment
financing programs and to pledge all, or a portion of, the incremental state tax revenues
attributable to Mixed-Use Redevelopment in Blighted Urban Areas projects that are
approved pursuant to KRS 154.30-060; and

WHEREAS, the Agency has established a development area pursuant to KRS
65.7053 and has submitted an application to the Authority pursuant to KRS 154.30-030
seeking state participation in the development of a 80 acre Mixed-Use Redevelopment
project designated as the Red Mile Mixed-Use Redevelopment Tax Increment
Financing Project, which will involve the acquisition, installation, construction, or
reconstruction of public infrastructure, improvements to existing public infrastructure and
land preparation, demolition and clearance in connection with the renovation of the
historic Red Mile standardbred racing track, the development of a trackside hotel
connected to the Red Mile, approximately 277,000 square feet of retail and restaurant
space, 24,000 square feet of office space and 295,000 square feet of residential
apartment space, which will attract new retail, residential, office, restaurant and
hospitality business to a blighted urban area of downtown Lexington (the “Project”); and

WHEREAS, KEDFA is authorized by KRS 154.20-033 to enter into agreements to
carry out and effectuate the purposes and provisions of the Commonwealth’s Tax
Increment Financing (“TIF”) program, KRS 154 Subchapter 30, in order to encourage
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increased property values, increased employment opportunities, and increased
economic activity in communities that contain blighted urban areas, and that but for the
incentives offered through the Commonwealth's participation in tax increment financing
projects, the opportunity for new jobs and increased economic activity within the
development area would not exist within the Commonwealth; and

WHEREAS, the Agency has submitted to KEDFA an application for the
Commonwealth’s participation in the Project as authorized pursuant to KRS 154
Subchapter 30 (the “Application”), which, among other matters, represents that:

(i) the Project includes at least two “qualified uses,” which include: retail, residential,

office, restaurant or hospitality, and that these qualified uses will comprise at least

20% of the total finished square footage of the proposed Project or will represent

20% of the total capital investment in the Project; and

{ii) the Project is located within the footprint of a development area established by

the Agency pursuant to KRS 65.7049 and that the development area contains three

or more of the conditions listed in KRS 65.7049(3); and

(iii) the development area is not reasonably expected to be developed without public

assistance and that the public benefits of the development area justify the public

costs proposed; and

(iv) the Project represents new economic activity within the Commonwealth; and

(v) the Project will result in capital investment between Twenty Million Dollars

($20,000,000) and Two Hundred Million Dollars ($200,000,000); and

(vi) the Project will not include any retail establishment that exceeds 20,000 square

feet of finished square footage; and

(vii) the Project will include pedestrian amenities and public space; and

(viii) the Project will result in a net positive economic impact to the Commonwealth,

taking into consideration any substantial adverse impact on existing Commonwealth

businesses; and

WHEREAS, the Agency has entered into discussions with KEDFA with respect to
the Commonwealth’s participation in the granting of Incentives relating to the financing
of the Project; and

WHEREAS, KEDFA has determined that the Agency’s Application merits further
review by KEDFA staff for conformity to the statutory and regulatory requirements
applicable to a Mixed-Use Redevelopment Tax Increment Financing project and,
provided that the Application is in conformity to the law, to the engagement of a qualified
independent outside consultant or financial advisor to evaluate the net positive
economic impact of the Project to the Commonwealth; and

WHEREAS, it is deemed necessary and advisable that an Agreement between
KEDFA and the Agency be executed setting forth the agreements of the parties with
respect to the Project;




NOW, THEREFORE, BE |IT RESOLVED BY THE KENTUCKY ECONOMIC
DEVELOPMENT FINANCE AUTHORITY, AS FOLLOWS:

Section 1. KEDFA acknowledges the Agency’'s application for the
Commonwealth’s participation in the Project and hereby directs KEDFA staff to conduct
a review of the Application to determine whether it conforms to all statutory and
regulatory requirements applicable to a Mixed-Use Redevelopment Tax Increment
Financing Project.

Section 2: Provided that the Agency’s Application is complete and in conformity
with the law, as required by Section 1, KEDFA hereby authorizes and directs staff to
engage the services of a qualified independent outside consultant or financial advisor
for the purpose of conducting a review of all data attributable to the Project and to
prepare a report that conforms to the requirements of KRS 154.30-030 and to make a
determination as to whether the Project will produce a net positive economic impact to
the Commonwealth.

Section 3: The Agreement by and between the Agency and KEDFA, substantially
in the form and with the contents set forth in the Agreement attached hereto and
incorporated herein by reference, is hereby approved and any one of the persons
designated by KEDFA is hereby authorized and directed to execute and deliver said
Agreement.

Section 5: This Resolution shall be in full force and effect from and after its
adoption as provided by law.

Section 6: If any provision of this Resolution is determined to be invalid or
unenforceable, that determination shall not affect any other provision, the remaining
provisions of which shall be construed and enforced as if the invalid or unenforceable
provision were not contained herein. That invalidity or unenforceability shall not affect
the valid and enforceable application thereof, and each such provision shall be deemed
to be effective, operative, made, entered into or taken in the manner and to the full
extent permitted by law.

[THE BALANCE OF THIS PAGE IS LEFT INTENTIONALLY BLANK]




INTRODUCED, SECONDED, READ AND ADOPTED AT A DULY CONVENED
MEETING OF THE KENTUCKY ECONOMIC DEVELOPMENT FINANCE AUTHORITY,
HELD ON THE 27™ DAY OF MAY, 2010.

. Hale, Cha
Kentucky Economic Development
Finance Authority




EXHIBIT A
MEMORANDUM OF AGREEMENT
TAX INCREMENT FINANCING PROJECT
This Memorandum of Agreement (the “Memorandum of Agreement”) is made by and
between the KENTUCKY ECONOMIC DEVELOPMENT FINANCE AUTHORITY
("KEDFA"), a public body, corporate and politic, created under Chapter 154 of the Kentucky
Revised Statutes and the LEXINGTON-FAYETTE URBAN COUNTY GOVERNMENT
{the "Agency™), an urban county government of the Commonwealth of Kentucky pursuant to
Chapter 67A of the Kentucky Revised Statues that serves as the merged government of the

city of Lexington and Fayette County, Kentucky.

WITNESSETH:

WHEREAS, KEDFA has been created and established as a public body, corporate and
politic, under KRS Section 154.20-010 and has all the powers, duties and responsibilities
delegated to it by law and is empowered by KRS 154.30-030 to review and approve applications
for the Commonwealth’s participation in tax increment financing programs and to pledge all, or
a portion of, the incremental state tax revenues attributable to Mixed-Use Redevelopment in
Blighted Urban Areas projects that are approved pursuant to KRS 154.30-060; and

WHEREAS, the Agency has established a development area pursuant to KRS 65.7053
and has submitted an application to the Authority pursuant to KRS 154.30-030 seeking state
participation in the development of a 80 acre Mixed-Use Redevelopment project designated as
the Red Mile Mixed-Use Redevelopment Tax Increment Financing Project, which will involve
the acquisition, installation, construction, or reconstruction of public infrastructure,

improvements to existing public infrastructure and land preparation, demolition and clearance in




connection with the renovaticn of the historic Red Mile standardbred racing track, the
development of a trackside hotel connected to the Red Mile, approximately 277,000 square feet
of retail and restaurant space, 24,000 square feet of office space and 295,000 square feet of
residential apartment space, which will attract new retail, residential, office, restaurant and
hospitality business to a blighted urban area of downtown Lexington (the “Project”); and

WHEREAS, KEDFA is authorized by KRS 154,20-033 to enter into agreements to carty out
and effectuate the purposes and provisions of the Commonwealth’s Tax Increment Financing
(“TIF™) program, KRS 154 Subchapter 30, in order to encourage increased property values,
increased employment opportunities, and increased economic activity in communities that
contain blighted urban areas, and that but for the incentives offered through the
Commonwealth’s participation in tax increment financing projects, the opportunity for new jobs
and increased economic activity within the development area would not exist within the
Commenwealth; and

WHEREAS, the Agency has submitted to KEDFA an application for the Commonwealth’s
participation in the Project as authorized pursuant to KRS 154 Subchapter 30 (the
“Application”), which, among other matters, represents that:

(i) the Project includes at least two “qualified uses,” which include: retail, residential, office,

restaurant or hospitality, and that these qualified uses will comprise at least 20% of the total

finished square footage of the proposed Project or will represent 20% of the total capital

investment in the Project; and

(i) the Project is located within the footprint of a development area established by the

Agency pursuant to KRS 65,7049 and that the development area contains three or more of

the conditions listed in KRS 65.7049(3); and

(iii) the development area is not reasonably expected to be developed without public




assistance and that the public benefits of the development area justify the public costs

proposed; and

(iv) the Project represents new economic activity within the Commonwealth; and

{v) the Project will result in capital investment between Twenty Million Dollars

($20,000,000) and Two Hundred Millien Dollars ($200,000,000); and

(vi) the Project will not include any retail establishment that exceeds 20,000 square feet of

finished square footage; and

(vii) the Project will include pedestrian amenities and public space; and

(viii) the Project will result in a net positive economic impact to the Commonwealth, taking

into consideration any substantial adverse impact on existing Commonwealth businesses;

and

WHEREAS, the Agency has entered into discussions with KEDFA with respect to the
Commonwealth’s participation in the granting of Incentives relating to the financing of the
Project; and

WHEREAS, in reliance upon the information provided in the Application, KEDFA has
adopted a resolution (the “Preliminary Resolution™) on May 27, 2010, that: (i) acknowledges the
submission of the Application by the Agency, (ii) directs KEDFA staff to conduct a review of
the Application to determine if afl statutory and regulatory requirements for a Mixed-Use
Redevelopment project have been satisfied; and (iii) authorizes KEDFA to engage a qualified
independent outside consultant or financial advisor to analyze data related to the Project and the
development area and to prepare the report required by KRS 154.30-030, (iv) authorizes KEDFA
to enter into this Agreement for the purpose of reviewing the Agency’s Application and to
evaluate the Projects projected net positive economic impact upon the Commonwealth, and (v)

authorizes KEDFA, at the appropriate time, to enter into a Tax Incentive Agreement with the




Agency which contains such terms and conditions as KEDFA may deem advisable to permit the
Agency to receive the state tax incentives for the support of public infrastructure costs (as
defined by KRS 154.30-010(3)) and costs associated with land preparation, clearance and
demolition.

NOW THEREFORE, in consideration of these premises and the terms and conditions
hereinafter set forth, the parties hereto agree as follows:

1. Ratification of Representations and Undertakings in the Application. The Agency
ratifies and confirms each of its representations set forth in the Application. The Agency hereby
commits that should any material representations set forth in the Application change as the
development of the Project proceeds, therAgency will promptly notify KEDFA in writing
describing the changes and will consult with KEDFA concerning whether the changes affect
KEDFA'’s evaluation of the Application. Material changes include, but are not limited to: (i) the
nature of the expected development within the development area; (ii) the amount of projected
capital investment in the Project, (iii) any change in the data required to evaluate the net positive
economic impact to the Commonwealth.

2. Undertakings of the Agency. The Agency hereby commits as a result of KEDFA’s
adoption of the Preliminary Resolution:

a. That the Agency shall cooperate with KEDFA staff to provide all data,
reports, information, or documentation required to evaluate the Agency’s Application;

b. Tﬁat prior to the final approval of the Project and the execution of the
completed Tax Incentive Agreement, the Agency will provide such additional information,
reports and lists that are described or required by the Tax Incentive Agreement;

¢. That it will pay all costs associated with the independent consultant’s or

financial advisor’s report at the time that the cost is incurred.




d. That it will pay all reasonable and customary professional fees, including
reasonable interim and final fees and expenses of counsel to KEDFA, related to the Application,
this Memorandum of Agreement and the negotiation and preparation of all documentation
relating to KEDFA’s consideration and approval of the Project, including a Tax Incentive
Agreement for the Project and KEDFA'’s final approval of the Project so that KEDFA will incur
no liability whatsoever in respect of such services. The Agency will pay such fees within thirty
(30) days of the submission to the Agency of statements therefor;

€. That it will take such further actions and adopt such further proceedings as
may be reasonably required to implement the Agency’s aforesaid undertakings as it and KEDFA
may deem appropriate in pursuance thereof or as may be required by law;

f. That the Agency must be in compliance with all previous agreements between
the Agency and KEDFA as a condition to KEDFA’s authorization of the tax incentive agreement
associated with this Project; and

g. That KEDFA shall monitor the tax incentive agreement at least annually, and
the information reported by the Agency with regard to the Project after final approval of the
Project shall be available for public disclosure.

3. Undertakings on the Part of KEDFA  Subject to due compliance with all
requirements of law, the obtaining of all necessary consents and approvals required by law, and
the happening of all acts, conditions and things required precedent to the execution of a Tax
Incentive Agreement, KEDFA agrees that:

a. KEDFA will, at the necessary time and provided that the Agency’s
Application is approved in accordance with KRS Chapter 154,30, authorize the execution of a
tax incentive agreement pursuant to the terms of KRS 154 Subchapter 30 as then in force,

relating to the pledge of the incremental state tax revenues authorized by KRS Chapter 154.30 in




an amount not to exceed the amount determined by KEDFA for the support of approved public
infrastructure costs and costs associated with land preparation, demolition and clearance; and

b. Provided that the Application complies with all statutory and regulatory
requirements, KEDFA shall hire a qualified independent outside consultant or financial advisor
to analyze the data related to the Project and the development area and to prepare the report
required by KRS 154.30-030; and

¢. KEDFA will undertake such proceedings, take such actions and authorize the
execution of such further documents as KEDFA may deem necessary or acceptable to carry out
the terms of the Tax Incentive Agreement with the Agency pursuant to KRS 154 Subchapter 30.

4. General Provisions.

a. In the event that the Project does not achieve final approval, the Agency
agrees that it will reimburse KEDFA for all reasonable and necessary out-of-pocket expenses
(including fees and expenses of counsel) which KEDFA may incur in the process of preparing
for preliminary or final approval and the execution of the Tax Incentive Agreement, and the
performance by KEDFA of its obligations hereunder shall thereupon términate,

b. Only capital investment that occurs after the date of preliminary approval
shall be eligible for determining the minimum capital investment requirements for
Commonwealth participation in the Project.

¢. This Memorandum of Agreement and the Preliminary Resolution approving
this Memorandum of Agreement constitute the present intent of KEDFA to evaluate the
Agency’s Application and, if it is compliant with all statutory and regulatory requirements, to
hire an independent outside consultant or financial advisor to evaluate the net positive economic
impact to the Commonwealth.

d. If any term or provision of this Agreement is determined to be invalid or




unenforceable by a court of competent jurisdiction, the remaining provisions of this
Memorandum of Agreement shall not be affected thereby, and the remaining provisions of this
Memorandum of Agreement shall be valid and enforceable to the fullest extent permitted be
applicable law.

e. The Commonwealth’s pledge of incremental state tax revenues for the support
of approved public infrastructure costs or the cost of land preparation, clearance or demolition

may be established, raised or reduced.

[THE REMAINDER OF THIS PAGE IS LEFT INTENTIONALLY BLANK]




IN WITNESS WHEREOQOF, the parties hereto have entered into this Memorandum of

Agreement by their duly authorized officers as of the 27" day of May, 2010.

KENTUCKY ECONOMIC DEVELOPMENT
FINANCE AUTHORITY

By:O}/ [Iﬁi 8@3

Title: MUHV{ COMMIS‘S { OV

LEXINGTON-FAYETTE URBAN
COUNTY GOVERNMENT

Prepared by:

Michael D. Kalinya
HURT, CROSRIE & MAY, PLLC
The Equus Building

127 West Main Street
Lexington, Kentucky 40507




