Update of Assumptions/Economic Feasibility Analysis
Tax Incremental District No. 58
20" and Walnut

Background

TID No. 58 was created in 2005 to support the redevelopment of two key sites located
near North 20" and West Walnut Streets in the Fond du Lac and North planning area.
The sites included the London Square Apartments, a 115 unit subsidized Section 8
project that had suffered from disrepair and absentee management, and a former Sentry
grocery store which closed in 2005, TID No. 58 provided for up to $2.2 million for the
acquisition of the Sentry site, demolition of the existing improvements and the public
infrastructure work associated with preparing the site for the development of new single-
family owner occupied homes. (The London Square project was acquired by a private
developer with a strong development track record and has been significantly improved.)

Demolition of the improvements on the Sentry site was completed in 2006 and in
December of 2006, the Redevelopment Authority of the City of Milwaukee issued a
Request for Proposals (RFP) for the redevelopment of the site. In addition to the
development of high quality single family homes, one of the goals of the RFP was to
create opportunities for both local builders and developers to participate in the site’s
redevelopment. Since a conceptual plan had been prepared for the residential
redevelopment of the site as part of the Fond du Lac and North Plan, RACM prepared a
subdivision plat for the site and allowed for submissions on individual lots, or groups of
lots contained within the site. Two builders are being recommended for participation as
part of the Land Disposition Report that is being presented to the Common Council for its
approval.

The Cooperation Agreement between the City and RACM for TID No. 58 required that at
the time the sale of the property was presented to RACM and the City for approval, an
analysis would be presented that includes updates to the costs and projected value for the
proposed new development and an updated analysis of the assumptions contained in the
economic feasibility for the TID.

Updated Budget, Cost Estimates and Feasibility Analysis

Exhibit I contains the updated budget for TID No. 58, and includes actual costs, as well
as updates to previous estimates provided by the Department of Public Works taking into
account the final site configuration. Exhibit Il contains updated financial assumptions for
TID No. 58, based on the number of homes being proposed and their projected value.
The updated budget and assumptions include the following changes:

o Total number of projected homes to be developed decreased from 40 to 32, based
on the final subdivision layout.




s Home sale prices were originally projected at $165,000. The proposed range of
prices in the builder proposals is $220,000-$300,000. The bottom of the range
($220,000) was used for updating the analysis.

s Total projected new value for generated from new single-family home
construction increased from $6,600,000 to $7,040,000.

o Total projected net TID costs declined from $2,191,650 to $1,940,560. The
reduction is largely a result of additional sales proceeds generated as a result of
RACM subdividing the site and selling individual lots directly to builders.

e The tax rate was updated to reflect a decline in the tax rate from $26/$1,000 in
assessed value to $22/$1,000 of assessed value.

Based on the updates to the assumptions for TID No. 58, the District is expected to
generate a cumulative net cash flow sufficient to retire all debt by 2026 — six years before
its statutory termination date and one year before what had originally been projected.




Eshibit I

TID No. 58 - 20th and Walnut
Project Cost Update

May 2007

ltem

Acquisition

Demolition

Environmental - building
Environmental - land
infrastructure:

Lighting

Trees

Water Main in Walnut
Water Main in 21st - Galena/Walnut
Water Services fo lots
Combined Sewer in Walnut
Combined Sewer in Galena
Sewer services to lots
Faving

Alleys

Total Infrastructure

Miscellaneous- including survey/subdivision plat/
Stormwater Management Plan

WEPCO - gas and electric

Administrative costs
Subtotal

Less WHEDA grant
Less sales proceeds
Total

(1) Actual costs

{2} Updated Department of Public Works cost estimates

(3) WeEnergies Estimate

Original
Estimated
Cost

$950,000
$204,000

$25,000
$200,000

$83,000
$4,400
$185,000
$90,000
$80,000
$150,000
$70,000
$120,000
$174,250

$156,000
$1,112,8650

$100,000
$2,591,650

($200,000)
($200,000)

$2,191,650

Updated
Cost

May - 2007

$950,000 (1)
$133,000 (1)

inc.above
$200,000

$169,000
$4,400
$195,000
$110,000
$80,000
$153,000
$91,000
$80,000
$174,250
$130,910

$1,187,560 (2)

$30,000

$100,000 (3)

$100.,000
$2,600,560

($200,000)
($560,000)

$1,940,560
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