Department of Planning & Community & Economic Development
Economic Development Division

Website: www.cityofmadison.com Madison Municipat Building, Suite LL-100
215 Martin Luther King, Jr. Boulevard

«  Office of Business Resources P.0. Box 2983

+ Office of Economic Revitalization Madison, W1 53701-2983

» Office of Real Estate Services TTY/TEXTNET 866 704 2318

FAX 608 267 8739
PH 608 266 4222

TO: Board of Estimates
FROM: Matthew B. Mikolajewski, Office of Business Resources Manager /{jF/¢|
SUBJECT: Legislative File # 14002 (BioLink Commercialization and Business Center)

DATE: March 23, 2009

In advance of the March 23, 2009 City of Madison Board of Estimates meeting, the City Council and
Board of Estimates was presented with a business plan for a 21,000 s.f. BioLink Commercialization and
Business Center (“BioLink"). Despite a contribution of $930,000 to the initial operations of Biol.ink by
the U.S. Economic Development Administration (EDA), the business plan for a 21,000 s.f. facility
included an operating deficit beginning in the third year of operation.

During a presentation to the City Council on March 17, 2009, Alderpersons expressed concern about
this operating deficit. City staff subsequently contacted the EDA, and the EDA responded with an offer
to provide an additional $1,000,000 fo construct a larger facility. A larger facility will provide operational
economies of scale reducing the previously noted operating deficit. The following pages present an
amended Sources and Use Table, Economic Impact Staterment, and Cash Flow Analysis for a 31,000
s.f. BioLink facility.

Under this new scenario, each year's operating deficit will be significantly less than found within a
21,000 s.f. facility. Further, the EDA operating contribution during the first three years will provide
expense savings in the third year of operation that could be applied to future operating deficits.
Accordingly, Economic Development Division staff recommends proceeding with the larger 31,000 s.f.
facility.

With a 31,000 s.f. facility, total capital project costs will increase from $4,593,750 to $6,192,250 (an
increase of $1,598,500). The EDA’s contribution would increase from $3,500,000 to $4,500,000.
Under this scenario, the City's TIF contribution would increase from $1,450,750 to $2,049,250 (an
increase of $598,500). Under both scenarios, $930,000 of the EDA contribution would be used for
operations and in addition to its TIF contribution, the City wouid provide property valued at $573,000.
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