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ECONOMIC FEASIBILITY STUDY
TAX INCREMENTAL DISTRICT NO. 44, CITY OF MILWAUKEE
AMENDMENT NO. 1

June, 2004

Overview

In May, 2001, the City of Milwaukee created TID No. 44 to assist in the redevelopment of
the Lindsay Heights Neighborhood, generally bounded by North 12" Street, North 20" Street,
West Walnut Street, and West Locust Street.  The onginal plan provided a capital iumd of
$1,755,00 for grants for forgivable foans o property owners for the rehabilitation of existing
homes and the construction of new single-family homes on vacant scattered site lots in the
district. The Local Initiatives Support Corporation (LISC) and a consortium of local lenders
provided financing for the capital fund under a Cooperation, Contribution and
Redevelopment Agreement whereby increment generated in the district was applied as
repayment of the financing provided.

The plan also designated two areas within the TID containing sites with significant
development potential, where infrastructure, in the form of new or improved streets and
alleys were necessary to make developable home sites. The first amendment to the project
plan adjusts the budget for the project to add $2,000,000 to fund mfrastructure associated
with the redevelopment of one of the areas located between North 12“’, North 14‘2’, West
Brown and West Lloyd Streets.

This area is currently the site of the Lloyd Street Playfield, immediately across the street from
Lloyd Street Elementary School. The original TID plan contemplated that, as market
conditions were appropriate, the site could be redeveloped as a high quality single-family
development.

Over the past five years, and spurred by the creation of the TID in 2001, over 100 new homes
have been built on vacant scattered site lots in the district. Sales prices have averaged in the
$130,000-$135,000 range. Additional priority development clusters have been designated
within the district as lots in the original clusters have been sold and bwlt on. In addition, the
TID has assisted 75 existing homeowners with grants to rehabilitate their homes,

Building on the momentum created by the new investment in the area, in 2003, the
Department of City Development issued a Request for Proposals for the Llovd Street
Playfield site for the construction of a high quality single-family development.

Seven proposals were received and Josey Development Partners, a local development
partnership was selected to develop the site. Their proposal would create 37 single-family
homes and 16 owner occupied townhomes with preliminary pricing estimated in the
$175,000-8225,000 range.

Description of TID Improvements

In consultation with the City of Milwaukee’s Department of Public Works, the infrastructure
necessary to support the new development is estimated at $1,500,000. In addition, $500,000
has been budgeted for potential soil removal costs relating to some fill soils on a portion of
the site, as well as some enhancements to the adjacent playground at Lloyd Street School.
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The latter is being done in conjunction with the School and local neighborhood residents, to
enhance the recreational space given the loss of the subject site as neighborhood green space.

The proposed development will not receive the benefit of the new construction grants that
continue to be funded under the original Tax Incremental District. One of the goals of the
Lindsay Heights mitiative is to create 4 normally functioning market over time and lessen or
eliminate the need for subsidies. It is also the goal of this specific development to not
adversely compete with the scattered site infill activity in the neighborhood.

The estimated tax base added from the development site is conservatively expected to total
almost $8 million. In addition, the successful development of the site will further continue
the momentum in the Lindsay Heights Tax Incremental District and positively reinforce the
existing infill market.

Tax Incremental District Analysis

An overview of projected financial performance of TID 44, City of Milwaukee (Walnut-
Locust Neighborhood Improvement Fund) is contained in Exhibit “A”.

The analysis is divided into two sections. Consistent with the original plan and the
underlying Cooperation Contribution and Redevelopment Agreement with LISC, Phase 1
financed the creation of a neighborhood development fund to provide grants to encourage
single family new construction and the rehalnhtation of existing properties within the district.
Funding of $1,755,000 was provided by LISC. LISC, in turn, borrowed these funds from a
consortium of local lenders.

The agreement specifically carved out the Lloyd Street playfield as an “excluded parcel”.
Tax merements generated from the development of this site are not required to be paid to
LISC in payment of the monetary obligation meurred by LISC’s funding of the original TID
grant pool.

While this amendment does not include any changes to Phase 1 of the Plan, updated financial
analysis for this phase is being provided for informational purposes to reflect the performance
of the TID to date. Table I reflects the revised assumptions for Phase I based on the average
annual new construction starts in the district since its inception. Table I contains the revised
district cash flow forecast. The district’s base value has been calculated using current and
accurate assessment information. The analysis has also been updated to reflect the actual
interest rate that was negotiated with LISC and the lender consortium, (4.929%). Based on the
revised projections, the district should generate sufficient revenues to retire Phase I debt from
LISC in 2010.

Tables III and IV summanize the assumptions and forecasts associated with this amendment
and the redevelopment of the Lloyd Street Playfield site. Costs associated with this phase
will be financed through the issuance of a general obhigation bond issuc. Based on projected
expenses, mcluding two years of capitalized interest, $2,200,000 is borrowed at 4.5% with a
15-year level debt service repayment schedule. It is anticipated that $500,000 of this is
borrowed at the end of 2004, and the balance (1,700,000} is borrowed 1n 2005.

Table 111 reflects the assumptions for the redevelopment of the Lioyd Street Playfield site.
The assumptions include 3 houses being built in 2004, with the balance being absorbed n the
following three years. The assumptions also reflect the lag time between the when the houses
are constructed and when the full value is placed on the tax rolls. While it 18 estimated that
houses will be sold in the $175,000-5250,000 price range, for the purposes of this analysis,
conservative estimates are used - with an average assessed value of $150,000.
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Table IV reflects the overview of the projected financial performance and cash flow forecast
for the redevelopment of the Lloyd Street Playfield site. Using the projected absorption rates,
and an annual appreciation for property values in the project of 2.5%, this phase of the district
is expected to achieve a cumulative surplus so that the associated debt can be retired in 2020.

Should the Phase I obligation to LISC be retired as projected, it would be possible that
surplus revenues could be used to accelerate the repayment for Phase I general obligation
debt. However, for the purposes of this analysis, Phase Il is bemg viewed as a “stand alone”
project. Under either scenario, all TID debt can be retired prior to termination of the district.

Joint Review Board Test

In this section we evaluate the 3 tests, which the Joint Review must apply in determining
whether or not to approve this amendment.

A. “But For”

The Joint Review Board must consider whether the development can occur without
the use of tax incremental financing. To evaluate this criterion, we look at whether
this project would be feasible without TIF assistance. Without TIF assistance, costs
of the public infrastructure would have to be passed on to buyers of homes in the
development — which would add $40,000 to the sales prices of individual homes.
Currently, scattered site lots in the district being sold by the City for $1 for single-
family home construction. This is being done to encourage an average new home
investment of $135,000 in a neighborhood where the average existing home value is
in the $20,000-830,000 range.  CityHomes (TID 28) oniginally provided $1 lots plus
direct subsidies in the $30,000 range. Current Lindsay Heights scattered site infili
buyers receive $1 lots plus a $10,000 incentive. The proposed Josey Heights buyers
will receive no direct incentives.  While much progress has been made m the past
several years in reducing direct development subsidies for construction of single
family homes i1 the area, the market has not reached the point where it could absorb
lot sales in the $40,000 range. We believe the “but for” test has been met.

B. Economic Benefits

The Joint Review Board is charged with determining whether the economic benefits
are sufficient to justify the investment of public funds. This has been evaluated in
several ways.

First, the ability to retire TIF debt was considered. As structured, the district will
¢lose in 2020, prior o its 2023 termination,

Second, there are significant benefits derived from the $8+ million in new investment
and 33 new single family homes in the neighborhood. The homes will further spur
redevelopment in the area, as well as strengthen the market for new single-family
infill construction, as well as the resale market for these homes.

Third, the project will create construction jobs and opportunities for emerging
business enterprises.



C. Impacts on Other Jurisdictions

The Joint Review Board must also consider whether the benefits outweigh the
anticipated tax increments o be paid by the owners of the property in the overlying
taxing districts. The property is currently tax-exempt and generates no property tax
revenue. The TTD creates a new revenue stream for all applicable taxing
jurisdictions. The owners of the property in the overlying taxing districts also will
benefit when TID 44 is terminated and its incremental tax revenues can be used for
general purposes.

In our opinion, the project clearly meets the Joint Review Board tests.
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