To: Residents, Staff, Board of Trustees for the Village of Shorewood Hills
From: Trustee Shabnam Loftfi

Re: Comparing Options for the Future of Village Hall

Date: September 21, 2025

| write again to share my evolving thoughts on the potential Lodgic building acquisition. |
recognize that everyone approaches decision-making differently. For me personally, it is
important to block out some of what | view as noise and avoid being swayed entirely by public
pressure, fear of the unknown, or the urge to slow down because there is not enough time.
Time should never prevent anyone from achieving a desired outcome. If anything, the lack of
time only serves as a motivator.

They say the devil is in the details. While this is not my area of expertise, I've painstakingly tried
to take a stab at making an apples-to-apples comparison. If any of my assumptions or math are
wrong, please let me know. In addition, | spoke with staff and admin to again obtain clarification
on their needs. This memo provides a financial comparison followed by a summary of
recommendations.

Option A: Buy Lodgic Building

e Acquisition & Renovation Cost: $6.5 million, plus about $500,000 in renovations (total
project cost = S7TM).
¢ Financing:
o 10-year loan @ 5% - =~ $905K/year debt service
o 20-year loan @ 5% —> = $S560K/year debt service
o Offsetting Revenues:
o Rental income (restaurant + daycare): up to $150K/year?!
o $2M one-time proceeds from sale of current building
o Redevelopment of current Village Hall site with apartments/condos: $15K—
$42K/year in new taxes for the village?
o Total: $165K-$192K/year
o Removes Lodgic from tax base (-527K/year)
e Annual Net Gap:
o On 10-year loan > -S$740K to -$767K/year
o On 20-year loan > -$395K to -$422K/year

1 §150K net rental income is generous. It assumes full occupancy with little expenses to the
village. | am not aware of market data that shows a daycare and/or restaurant can realistically
pay $300,000 annually for lease space in Madison/Shorewood Hills, Wisconsin. $300K per year
is too optimistic.

2 On the higher end ($42K), | assumed 14 owner-occupied condos each appraised at $500K per
year for tax purposes.



e Other Impacts:
o Village becomes landlord (risks: vacancies, maintenance, tenant turnover)

Option B: Renovate Existing Village Hall

Renovation Cost: $1.9M
Financing (if borrowed at 5%):
o 10-year loan = = $244K/year
o 20-year loan - = $152K/year
Offsetting Revenues:
o None directly (no rentals, no redevelopment tax boost)
Annual Net Gap:
o 10-year loan > $244K/year
o 20-year loan - $152K/year
Other Impacts:
o Village retains existing site (no new housing, no new taxes)
o Keeps government simple (not in landlord role)

Side-by-Side Summary

Factor Option A: Option B: Renovate
Buy Lodgic Current Hall

Up-front project cost S7.0M S1.9M

Annual debt service (10-yr) S905K $244K

Annual debt service (20-yr) S560K $152K

Revenues S165K — $192K SO

Net annual shortfall (10-yr) -$740K to -$767K -$244K

Net annual shortfall (20-yr) -$395K to -$422K -$152K

One-time offset S2M sale of Village Hall N/A

New tax base +$15K-$42K/year SO

Tax base loss -$27K/year (Lodgic) S0

Operational complexity Village becomes landlord Same as today

If the S2M sale of Village Hall is used to pay down this debt service in year two, then the net
debt service for Option A would be $517K on a 10-yr loan and $285K on a 20-yr loan.

From a financial perspective, the Lodgic purchase is not a good deal compared to renovating
the current building. Based on these numbers, a financially sound purchase price for Lodgic
would need to be closer to $2M to $3M. Conversely, renovating Village Hall would need to cost
S4.0M on a 10-yr loan or $3.6M on a 20-year loan for the Lodgic purchase to become the
financially preferable option.



If the Board decided to proceed with the purchase of Lodgic, it would be doing so to meet
altruistic goals.? For example, the Board is investing in diversifying its housing options by
purchasing Lodgic, or the Village believes that daycare is needed for the community but not
attainable without government intervention.

Renovating the existing Village Hall seems to be the less costly option. Even though it provides
no rental revenue or redevelopment tax boost, the debt service is small compared to the
massive shortfall that would result from buying Lodgic.
As this is not my area of expertise, | remain open to corrections.
Options for the Village and Board to Consider
| believe the community has three options to choose from. They are as follows:
1.) Purchase Lodgic at a financial loss in order to meet altruistic goals.
2.) Implement Tom Degan’s plan (or similar) to expand Village Hall (see September board
packet, p.36). Include this addition in the 2026 CIP, targeting construction in 2026 or
2027 (Est. $1.9M). This option would also allow $3.1M to be allocated for pool
renovations and $2M for the DPW building.
3.) 3 Story Building at DPW for $9.3M. Sell Village Hall for $2M for owner-occupied

condos. This brings the cost down to $7.3M plus adding $42K to the tax base. Limited
funds available for other projects.

— Continued on next page —

3 Municipalities can choose to take on projects at a financial loss (i.e. maintaining parks,
recreation centers, or supporting affordable housing) when those initiatives advance broader
public or altruistic goals, such as community well-being, equity, or long-term quality of life.



Staff and Police Department Feedback

After the September board meeting, | returned to speak with the staff and police department to
get their perspective again on the Lodgic building and whether it would meet their needs. |
learned that the building could serve as an alternative to the status quo, but it could also create
new challenges. For example, the police department currently has five squad cars. Shared
parking at Lodgic would require significant additional security for these vehicles, which does not
currently exist.

The police department prefers to remain co-located with Village Hall administration rather than
moving to the DPW building (the old firehouse). Their work is often closely intertwined with
administrative staff. For instance, they handle open meeting notices, coordinate mailings, and
rely on each other when staffing is low. Being in a single space is particularly helpful during busy
periods, and especially during elections when police presence may be necessary.

Regarding evidence storage, it seems that most of the items in the police vault are historical
Village documents rather than police evidence. Relocating these historical records could free up
space for proper evidence storage, which requires a secure vault within a locked space with
locked boxes.

The police department also needs a conference room for meeting with residents. Currently,
they use the administration conference room, which does not provide the privacy required.
Conversations may be overheard by administrative staff, which is not appropriate.

Given these considerations, | propose that the Board does the following:

Short-Term Solutions (Band-Aids)
e Relocate historical Village documents to free evidence space.
e Purchase four smaller individual cubicles to replace two larger shared cubicles (est.
$8,000).
e Paint walls white to modernize and brighten the space (est. $11,000).
e Reconfigure one or two walls to create a small private conference room (est. $20,000).
e Consider replacing first-floor Village Hall toilets (est. $2,500).
e Update audio/video technology for Village Admin ($17,000).
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