Amendment No. 1
To
Project Plan For
Tax Incremental District No. 71

(Mitchell Street)

Initial Joint Review Board Meeting: March 20, 2013
Public Hearing Held: March 21, 2013
Redevelopment Authority Adopted :
Common Council Adopted:

Joint Review Board Approved:




Background

The Tax Increment Law ( Wis. Stats. Section 66.1105) allows amendments to the TID
boundary by subtracting parcels or adding parcels that are contiguous to the existing
TID boundary. To determine the Base Value of the amended TID, the value of the
subtracted parcels is deducted from the Base, at their value when the TID was originally

created. The value of the added parcels is their value at the time they are added to the
TID.

TID No. 71 is a 277 parcel district whose Base Value was established as of January 1,
2008. A listing of the tax- key numbers within this parcel is contained in Exhibit 1.

This TID was originally established to fund certain public improvements along W.
Mitchell Street, including upgrading pedestrian lighting, installing irrigation for median
plantings, installing security cameras along this retail strip; and, to provide funds to
upgrade retail properties in the area, including the former Goldmann’s Dept. Store, and
Modjeska Theater. All of the public improvements have been completed at assistance
has been provided to three retail facilities on the street, plus funds to stabilize the theater.

The Base Value of this District was established at $75.25 million and has declined
significantly as the economy deteriorated and property values felt throughout the country.
The Base now stands at $64.8 million- a $10.45 million drop in value.

Given this “negative” incremental value, it is not possible to amortize the $1,500,000 of
costs incurred, to date, for TID 71, As such, the District will remain insolvent, requiring
either direct levy contributions to amortize its debt, or donations from other districts.

Consequently, it is proposed that the Base Value be reset by first deducting all the parcels

from the territory of the TID, and therefore deducting the 2008 value from the Base
Value.

Next, all parcels will be added back into the territory of the TID at the current 2013
value. This would reset the Base Value at approximately $65 million and, given future
redevelopment in the district, a greater opportunity exists to achieve a positive increment
and amortize current project costs in the future.

See Exhibit 1 for a listing of district properties and their 2012 values.
An updated.feasibility analysis for the TID, Exhibit 2, indicates that the district, as

restructured, would have to achieve an incremental value of $4.4 million, to amortize
existing project costs.



Proposed Amendment

1. The parcels in TID 71, as identified in Exhibit 1, are herewith subtracted from the area
of Tax Incremental District No, 71; and

2. The identical territory subtracted from Tax Incremental District No.71, above, is
herewith added to the area of TID 71.

It is understood that this Amendment is required to be adopted by the Common Council
on or before Sept. 30, 2013 if the current 2013 property are to substituted into the Base
Value for the District.
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EXHIBIT 2
SUPPLEMENT TO ECONOMIC FEASIBILITY ANALYSIS
FOR

TAX INCREMENTAL DISTRICT NO. 71

As provided in Amendment No. 1 to the Project Plan for TID 71, the City of Milwaukee
proposes certain boundary amendments to adjust the Base value of this TID, In

summary, the City proposes to remove all the property in the TID and simultaneously add
back the same property at their current, 2013, values.

The effect of these changes is estimated to reduce the Base Value from $75,252,000 as

established in 2008, to $64,801,800 (approx.) in 2013, and eliminate the financial hole in
which the district finds itself.

The City has incurred approx. $1.5 million in project costs in TID 71. In order to
amortize these costs from future incremental taxes, District values will have to increase
above the new Base, by an estimated $4.4 million, on average, over the next 20 years; as
estimated below:

The annual incremental tax revenue to be generated over the next 20 years must be
sufficient to amortize $1.5 million.

Annual incremental tax revenue is estimated to be $110,000 if the discount rate is the
City bond rate of 4%. In other words, an annual payment of $110,000 amortizes $1.5
million over 20 years at 4%.

If incremental taxes are $110,000, then the incremental value is $110,000 divided by the
tax rate of 2.5%, or $4.4 million.

Consequently, in order to amortize the current expenses of the TID, district value has to
increase from nearly $65 million to nearly $70 million, on average, over the next twenty
years.

There are very few individual properties now in the district with values in the
neighborhood of $4-5 million. They include the Schusters apartments on Mitchell and
11™ Streets and the Walgreens drug store on Burnham. Other higher-value properties
include the Hills building (8" & Mitchell) at $2.5 million, CVS Pharmacy ( $3.1 million),
and the Kunzelman-Esser apartments ($3.1 million).



It is likely that a number of new or redevelopment projects will be required to generate
sufficient increment to amortize the district’s $1.5 million costs. As originally presented,
these would include the former Goldmann’s Dept. store and the Modjeska Theater. Both
have remained dormant shells since the TID was created.

In addition, the partially completed conversion of a theater into 42 apartments at S. 6™ &
Mitchell is another possible contributor to increased property values in the TID. The
estimated assessment for this project is $3 million.

Overall, with the adjustment in the Base Value as proposed we project it is feasible for
the TID to recover its remaining costs, but it is likely to involve the redevelopment of
numerous properties in the district in order to achieve the required increase in value,



