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I.

INTRODUCTION

This document is the Project Plan (“Project Plan”) for Tax Incremental District Number Six, City of
Brookfield (“TID #6” or “the District”). The Project Plan has been prepared in conformance with the
provisions of Wisconsin Statutes Section 66.1105 (the “Tax Increment Law”).
The City of Brookfield has established the goal of creating a sustainable business/industrial
environment within the 124th Street and Capitol Drive Targeted Investment Area (TIA) or “node” as a
priority in the City’s 2035 Comprehensive Plan (“City Plan”), and supporting documents and in the
City’s bi-annual strategic planning. A portion of this node is identified as the “Northeast Gateway” and
includes a mixture of industrial, light industrial and retail properties located between 124th Street and
133rd Street, north and south of Lisbon Road. The various small to large businesses and
manufacturers located in the Northeast Gateway would benefit from public and private reinvestments
in land, buildings, and public infrastructure. Specific City policies articulating these City goals are
listed later in this document.
One of the potential actions articulated in the City Plan is for the City to consider the creation of a tax
increment district (TID) to assist retaining and attracting businesses, when the costs of site
acquisition, site preparation, on-site utilities, building construction and demolition, and other costs
exceed what can be borne by the private sector in the development of build-to suit buildings for
corporate expansions given the prevailing comparable market for sale or lease of said property for
corporate uses. New taxes created in a TID can help offset these extraordinary costs. Job creation is
one of the desirable outcomes that guide in the City in the consideration of creating a TID.
A major Brookfield corporation, Milwaukee Electric Tool (hereinafter “METCO”) - located within the
Northeast Gateway has proposed to construct a significant building expansion on their Brookfield
corporate campus in order to accommodate significant job growth for the company. METCO has
requested that the City consider creating a TID in order to offset some of their project costs. A
summary of METCO’s anticipated job growth resulting from this expansion is highlighted later in this
document.
The Brookfield Community Development Authority (CDA) has been identified, as the lead City agency
to review and consider requests from business and property owners for financial assistance from the
City, including the creation of a TID. This Project Plan has been reviewed and endorsed by the CDA,
on November 24, 2015 and forwarded to the Plan Commission, Common Council, and Joint Review
Board for approval and authorization to create TID No. 6 – the Northeast Gateway Node. Five
previous TIDs have been created in the City. TID No. 1 was created in 1978 and TID No. 2 was
created in 1979. Both TID’s have been dissolved. TID No. 3 was created in 2004 and is expected to
be dissolved in 2027. TID No. 4 was created in 2014 and is expected to be dissolved in 2029. TID
No. 5 was created in 2015 and is expected to be dissolved in 2030.
II.

STATEMENT OF BOUNDARIES

TID No. 6 consists of three properties containing approximately 29.96 acres located in the vicinity of
130th Street and Lisbon Road. See Map 1 for specific boundaries. A list of properties contained within
the District boundary is contained in Appendix 1 and described in Appendix 2. At least 50% of the
land area contained within the District is considered suitable for “industrial sites” under the definitions
of section 66.1101, Wis. Statutes and is, and, will remain zoned for industrial use.
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III.

PROJECT PLAN GOALS, OBJECTIVES, AND STATEMENT OF NEED

A. The City of Brookfield is proposing to create TID No. 6 to:
•

Finance public improvements needed to encourage and promote the development of industry
to provide greater employment opportunities and to broaden the community’s tax base to
ultimately relieve the tax burden of residents and homeowners. In this case, the financial
assistance would support the research and development and engineering divisions for a
Wisconsin manufacturer (Source: Wisconsin Statutes 66.1101).

•

Preserve sites for industrial development (or their supporting divisions). It is recognized by
the Wisconsin Statues, that the availability of suitable sites is a prime factor in influencing the
location of industry but that existing available sites may be encroached upon by the
development of other uses unless protected from encroachment by interventions by cities.
Cities have broad powers under the Wisconsin Statutes to act for the commercial benefit and
the health, safety and public welfare of the public. To implement that power, Wisconsin laws
were created authorizing borrowing by cities for these purposes. It is, therefore, the policy of
Wisconsin to authorize cities to borrow funds for assisting in the reservation and development
of industrial sites, and the expenditure of funds for that purpose is determined to be a public
purpose under Wisconsin Statutes (Source: Wisconsin Statutes 66.1101).

•

Stimulate development of industrial properties(or their supporting divisions) that otherwise
would not develop without public intervention due to the extraordinary costs of improvements
required for the industrial development in relationship to land sale process or lease rates for
industrial users.

•

Stimulate the orderly development of industrial or technology-based uses (or their supporting
divisions) as envisioned in the City Plan and the various planning documents for the area
(Excerpts from these plans are listed below).

B. City Goal and Objectives
1. City Plan (Year 2035 Comprehensive Plan, December 2009).
The City Plan identifies multiple goals and objectives that support City participation in the METCO
project:
Page 59: “Strive to attract high-quality businesses to Brookfield with a particular focus on
businesses in industries poised to succeed in the changing national and regional economy and on
businesses that provide a diverse mix of high-quality jobs.”
Page 60: “Encourage and focus redevelopment within Targeted Investment Areas (TIAs) to
support the continued economic and fiscal vitality of those areas and the City as a whole.” See
Map 2 of this document.
“Consider the appropriate use of Tax Increment Financing (TIF) and other financial incentives and
implementation tools to promote desirable business development, redevelopment, and
expansion.”
Page 61: “Create a comprehensive list of innovation-oriented, high-tech companies currently
headquartered or operating in Brookfield. An initial but certainly incomplete list includes
Milwaukee Electric Tool Corporation (innovative power tools, battery technology),….”
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“Talk with representatives from these companies. Such invaluable contacts would be used to find out more
about their services and products, customers, partners and suppliers, emerging technologies and products,
pending expansion plans, general needs for growing technology-based businesses and employment in
Brookfield, and the general direction of their industry(ies).”
Page 62: “Collaborate regionally to increase these businesses and the talent pool to support
them, such as through Milwaukee 7.” (Picture of Milwaukee Electric Tool on page 62).
Page 84: “Continue to support a diverse range of office, commercial, and light industrial uses that
help stabilize the tax base and provide family-supporting jobs.”
Page 98: “Innovation Cluster - Small Business Incubator/Accelerator: This area, as illustrated on
Figure 10, largely overlaps with the adopted 124th Street & Lisbon Road Neighborhood Plan Area.
It contains innovation-based companies like Milwaukee Tool; modern incubator space in the
Gateway East buildings; and older, affordable spaces for business start-up and acceleration.” See
Map 3 in this document. Below is a picture found on page 62 of CP which highlights METCO as a
source of employment.

Employment development in Brookfield
2. Neighborhood Plans. Two neighborhood plans were prepared for the area that includes TID
No. 4 (124th Street & Lisbon Road Neighborhood Plan, 2007 and Development Plan for
Brookfield’s 124th Street Corridor, 2011). These plans identify multiple goals and objectives
that support City participation in the METCO project, with emphasis related to METCO shown
underlined:

124th Street & Lisbon Road Neighborhood Plan.
Page 4: “The 124th Street & Lisbon Road Neighborhood Plan is intended to identify opportunities,
construct a vision, and prepare a framework for private-sector redevelopment in the light industrial
district bounded by 124th Street on the east, the Village of Butler to the north, the residential areas to
the west, and Lisbon Road to the south. This plan fits into the context of a larger area the City of
Brookfield has identified for redevelopment, including the commercial areas south of Lisbon Road and
Capitol Drive.”
Page 23: Community Input. Comments from focus groups conducted with the businesses and
property owners located in the area found, in part:
“There is a consensus that change within the neighborhood will need to be supported by the City of
Brookfield. In addition to improved code enforcement and flexibility in development standards,
financial incentives may also be required. This is especially true to make the economics of
redevelopment work out. At a smaller scale, incentives could help to encourage improvements to the
existing properties.”
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Page 43-44: Redevelopment Steps
“The 124th Street and Lisbon Road Neighborhood Plan identifies both short- and long-term initiatives
to be implemented in the project area. Underlying these are some basic strategies which the city of
Brookfield may adopt to foster success. These include, (in part):
▪
Promote private sector investment to develop or redevelop properties in the neighborhood,
using investment in updated infrastructure and flexible overlay district standards as the primary
inducements to encourage this activity.
▪
Stress the importance of retaining the neighborhood's desirable industrial businesses while
making room for new businesses which will preserve its economic vitality.
▪
Encourage the City’s Community Development Authority to explore opportunities to implement
the neighborhood plan, through recommending appropriate development and redevelopment plans
and activities.”
A portion of the District is identified as a “potential redevelopment opportunity” on Page 52. See Map
4 in this document.

Development Plan for Brookfield’s 124th Street Corridor.
Page 22 -23: “Milwaukee Electric Tool is the largest property owner in the northwestern portion of the
sub-area, bounded to the north by Lisbon Road. Milwaukee Electric Tool has owned its approximately
26-acre property for more than 40 years. The company previously relocated its manufacturing
operations off-site and has consolidated office and research and development functions at the site……
An opportunity may exist to facilitate Milwaukee Electric & Tool generating revenue from underutilized
or surplus property, while serving as a catalytic site that could – in conjunction with the third phase of
the Eastgate Center…….”
3. City Bi-Annual Strategic Plan. Every two years, the City adopts a strategic operational plan
that, among other goals, helps to guide City budgeting and the allocation of City resources.
The City’s 2014-2016 bi-annual strategic planning, recommends that City economic
development staff should “aggressively market the City of Brookfield as a prime location,
respond to and work with the Wisconsin Economic Development Corporation, M7 (the area’s
regional economic development advocate), developers, brokers and prospects to secure
business locations, expansions, investment and job retention and creation in Brookfield”. The
expansion of METCO is consistent with this objective.
C. Relationship between Project Plan Goals and Objectives and Orderly Development of
the City
The Project Plan goals and objectives, outlined above, promote the orderly development of the
community since these goals and objectives are a direct extension of the City Plan and the applicable
Neighborhood Plans. The Project Plan implements some of the goals and objectives of the
Neighborhood Plans as described above. The Project Plan goals and objectives are also consistent
with the “Jobs and Shopping” section or Chapter 4 and Chapter Eight “Special Places” of the City Plan
as described above. The City Plan also identifies the city goal of creating Targeted Investment Areas
(TIAs) which the City will promote as centers for future redevelopment and change including
commercial and industrial development. The development of an industrial park is clearly consistent
with the TIA concept. The District is located within the Northeast Gateway TIA. Map 2 illustrates the
location of TID No. 6, in relation to the City’s TIAs.
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D. Statement of Market Need for Industrial Expansion and Accommodating Job Growth.
The City of Brookfield is generally perceived of as having competitive commercial corridors and
development in the retail and office sectors. What is not recognized by many people is that the City of
Brookfield also has approximately 4 million square feet of industrial space, which is home to more than
40 manufacturers and more than one hundred wholesale, distribution, service and “showroom” users
serving both industrial and consumer markets. The industrial space in Brookfield is of older vintage,
and is not competitive with more current industrial space in two key characteristics. Only 52% of the
146 industrial buildings in Brookfield have sprinklers (modern fire protection). This is considered
essential for many users of industrial space who desire to use rack storage in a portion of their
operations. Secondly, only 31 buildings have a clear height of 18 feet or great, and only 12 buildings
have a clear height of 20 feet or greater. Modern industrial buildings are typically built with a
minimum clear height of 24 feet, 28 feet or greater depending on the nature of the operations to be
contained within.
In the 124th Street Corridor specifically, only 41% of the 97 buildings in the Corridor have sprinklers,
and only 5 have a clear height greater than 20 feet.
The buildings at the Milwaukee Electric Tool Company campus were built primarily as manufacturing
buildings, and total approximately 190,000 square feet in size. As manufacturing operations were
moved out of state, the main building was remodeled in phases to the point where it now houses
primarily office, administrative, product showroom, training, employee wellness, cafeteria, and some
laboratory and research and development uses. A former office building on the east end of the
campus has been converted to additional product testing and other lab space. An outbuilding on the
south end of the campus is used for product testing for “hammer drills,” as this is a process which
generates noise and dust, and is best done in a self-contained environment.
While METCO has transformed former manufacturing space into competitive modern office and lab
space, the site itself retains an industrial look, and adjoins a mix of commercial uses to the south and
east. On the northeast corner of METCO’s campus, the building at 12855 W. Lisbon Road was
recently sold to Schwabb Stamp which moved its operations there from a location in Wauwatosa. To
the north of METCO, across Lisbon Road, the Eastgate Commerce Center was built, comprised of two
“flex/tech” buildings totaling about 190,000 square feet. While these two properties have a more
modern appearance, most of the properties to the north and east are smaller, older industrial
properties. The Lisbon Road face has an eclectic mix of buildings including manufacturers, small
service uses, and even some residential properties. The area north of Lisbon is comprised of some of
the oldest industrial buildings in the City, and has a number of properties with outdoor storage yards
for contractor’s equipment and storage of product.
Development of a corporate office building would not typically be pursued in a location such as the
one METCO occupies. A number of corporate users have separated their office locations from their
manufacturing/industrial locations in recent years, and companies such as ABB have developed in
Wauwatosa, while FedEx SmartPost leased an office building in Brookfield. In both instances, the
manufacturing and distribution function was left at the previous location in New Berlin. METCO’s
desire to have all of their employees involved in product development, proto-typing, testing,
packaging design, and other functions has led to a strong preference to have all employees “under
one roof” or at least on the same campus.
The opportunity to work with METCO to accommodate a major office addition on the existing campus
is an attractive one for the City as noted in a number of the City’s plans sited earlier. The project also
has the potential to be catalytic in encouraging additional redevelopment in the immediate area. An
expanded METCO campus, with the appearance of a corporate headquarters, along with the Eastgate
development and Schwabb redevelopment will help to set the tone for additional redevelopment along
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Lisbon, and over time to the north of Lisbon. This is in an area of the City that would benefit greatly
from redevelopment with regard to appearance of the area, additional tax base that would be
generated, and additional jobs that will be brought to the area.
But for the current location of the METCO campus, and the investment made over the years to
transform a former manufacturing building into “office and R&D space”, it is highly unlikely that this
site would ever see this type of development. Any other user considering development of a large
office building would look to Brookfield Lakes, The Corridor, competitive locations such as the
Milwaukee County Research Park, or any number of suburban office parks in other communities.
METCO has grown employment at this location from just over 300 jobs in 2011, to approximately 700
today. They project adding 300 positions over the next 3 years, and 500 over the next 5 years.
These jobs average $75,000 in annual salary and are engineering and similar level positions. If
METCO is successful in adding this number of positions, they are likely to become the largest, or
second largest employer in the City of Brookfield, and one of the top ten in Waukesha County.
Milwaukee Electric Tool is a “legacy” manufacturing firm and its products carry the name of the City it
was founded in around the world. METCO moved its operations to the current location in Brookfield in
1965. This project provides the opportunity to secure METCO’s headquarters and R&D operations at
this campus for the next generation. The headquarters operation of a major manufacturing firm with
more than 1,000 projected employees is an economic development opportunity that comes along
rarely. The potential impact on continued revitalization of this area of Brookfield is significant. The
significant expansion of this headquarters campus will also reinforce Brookfield as a community of
choice for other major manufacturing and service firms considering locations for their operations.
IV.

EXISTING LAND USES AND CONDITIONS OF REAL PROPERTY IN THE PROJECT AREA

There exists a wide range of land uses in the area surrounding TID No. 6 including industrial, general
service, office, retail and residential land uses. Lands contained in TID No. 6 are currently used for
industrial purposes and open space. These land uses are illustrated in Map 5.
While a portion of the lands in TID No. 6 are currently open, vacant lands, these lands are not
considered “vacant property” under the definitions of Wisconsin Statute 66.1105(4) (gm) 1. These
open, vacant lands are and will continue to be zoned for industrial development and will be utilized for
industrial development so therefore are exempt from the vacant land test.
V.

PROPOSED CHANGES IN PROJECT AREA LAND USES AND CITY ZONING ORDINANCES

The proposed changes in the land uses of properties in TID No. 6 are anticipated to contribute
positively to the redevelopment and rehabilitation goals and objectives of the community and Project
Plan. Certain changes in related City zoning ordinances of the subject industrial properties located
within the District are anticipated to be adopted and assist in achieving the Plan goals and objectives.
Map 6 identifies proposed changes in land uses resulting from new improvements anticipated in the
Project Plan and are consistent with the City Plan. These changes in land uses will develop the tax
revenues required to finance the improvements determined necessary to support the goals and
objectives of the Project Plan. The development of 150,000 to 225,000 square feet of modern office
space is projected to lead to the creation of 300 – 500 professional level jobs in this area, with a
projected average annual salary of $75,000.
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The following proposed Project Costs are intended to benefit industrial development located within the
District consistent with section 66.1105 of the Wisconsin Statutes.
There are extraordinary costs associated with remediating environmental conditions on this site. The
proposed office building addition would be connected to buildings that were originally built to
manufacturing specifications and not built to Class A corporate office specifications thereby
complicating the costs of expansion and demolition. The existing site and surrounding area is mostly
occupied by older, industrial style developments not in keeping with properties found in Class A office
investment grade real estate. (See Map 6 – Proposed Development).
These factors make a business choice by METCO to construct a Class A office at this location a
challenging decision. A list of physical improvement costs is contained in Table 1, and are considered
eligible TID No. 6 Project Costs. In addition, the existing METCO site is too small to accommodate
sufficient parking to meet their growing employment and METCO needs to acquire additional land for
creating parking. So land acquisition costs are included in Table 1. The Project Costs shown in Table 1
incurred by METCO would be considered eligible to be reimbursed via economic development grants
based upon qualifying invoices the City receives as identified in the project development agreement.
The City hired the financial consulting firm Gruen Gruen + Associates to review the overall costs for
the project as identified by METCO, costs for comparable projects in the region and verify that a
financial gap exists between normal and expected costs and METCO’s projected costs. In addition
Gruen Gruen was asked to identify the benefits that the City may accrue in supporting the project
financially when considering the projected number of new jobs and new investment in the Northeast
Gateway area. This is the “but for” test that communities must find in the consideration of creating
tax increment districts. A copy of the Gruen Gruen conclusions are contained in a report attached as
Appendix 5.
This Project Plan finds that if TID No. 6 is created, the aforementioned grants will justifiably assist
METCO in closing the identified financial gap in order to create the projected number of jobs
previously identified. The City and developer will enter into a development agreement prior to the
issuance of grants for compliance with WI Statute 66.1105(2) (f) 2.d.
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Non-Project Costs Financed by the Owner or Other Sources
Certain site improvement, building and other costs anticipated for the project are located within the
District and presently are anticipated to be financed by the owner or other sources. Table 2 outlines
“Non- Project Costs” that are anticipated to be financed by the owner or other sources outside the
funding available under TID No. 6. (Also see Map 7 – Project Costs and Non-Project Costs).

A. Total Costs
The total costs for the METCO project are estimated at $33.2 million. The grants available to METCO
under TID NO. 6 would equal $6 million, or, would represent 18% of total costs. In addition, grants
available to METCO would represent a cost of $12,000 to $20,000 per estimated job. The average
salary per job is estimated to be $75,000 per year, See the Gruen Gruen report in Appendix 5 for
greater details on benefits accrued from job creation.
VII.

ESTIMATED PROJECT COST AND TIMING

Project Costs with Capitalized Interest and Debt Issuance
It is estimated that the improvements proposed for TID No. 6 will be designed and constructed
according to the schedule in Table 1. The actual timing associated with the listed projects including
the length of the expenditure period may vary depending on the specific timing of private sector
initiatives and public approvals of developments and capital expenditures. It is the intent of the
Project Plan to complete the listed projects within the expenditure period required under Wisconsin
Statutes.
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Any costs directly or indirectly related to public improvements benefiting TID No. 6 are considered
“project costs” as defined by Wisconsin Statutes 66.1105 and are eligible to be paid for with tax
increment revenues of the District. Project Costs may include capital costs for public infrastructure
improvements; the demolition, alteration, remodeling, repair or reconstruction of existing buildings;
the construction of parking facilities; the acquisition of equipment to service the District; the removal
or containment of, or restoration of soil or groundwater affected by, environmental pollution; the
clearing and grading of land; financing costs; real property assembly; professional service costs;
imputed administrative costs for the time spent by City employees in connection with implementing
the Project Plan; relocation costs; organizational costs; costs related to redevelopment or urban
renewal as authorized by Wisconsin Statutes 66.1333(13), and any other costs which are deemed
necessary or convenient for the creation of a district, as listed in Wisconsin Statutes 66.1105(2)(f)1.a
through n. Cash grants may be made by the City to owners, lessees, or developers of land that is
located within the tax incremental district since it is anticipated that the grant recipient will sign a
development agreement with the city, a copy of which shall be sent to the appropriate joint review
board or, if that joint review board has been dissolved, retained by the city in the official records for
that tax incremental district, per Wisconsin Statutes 66.1105(2)(f)2.d.
Project Costs are costs that will be recovered through tax incremental revenues generated by the
District.
Table 1 shows the project cost projections for TID No. 6, excluding capitalized interest and debt
issuance costs. Total project costs within the District are estimated at $6,000,000, not including
capitalized interest or debt issuance.
The costs identified in this Project Plan are preliminary estimates made prior to completion of final
project element design and bidding. The City reserves the right to reallocate funds among the various
project element categories, or fund any additional project elements directly or indirectly related to the
Project Cost elements listed, so long as the District costs, excluding the costs of financing, do not
exceed $6,000,000. The actual TIF-eligible project costs may vary or other TIF-eligible projects may
be substituted for the project costs listed in this plan without a plan amendment so long as the District
costs, excluding the costs of financing, do not exceed $6,000,000. The City further reserves the right
to omit certain project elements if development within TID No. 6 does not occur at the pace or in the
manner anticipated in this Project Plan. In addition, the expenditure period may be extended as
permitted by Wisconsin Statutes without a plan amendment.
VIII.

PROJECT FINANCING, TAX INCREMENT PROJECTION, AND ECONOMIC FEASIBILITY
ANALYSIS

FINANCING METHODS
It is anticipated that the City will need to borrow a total of $6,000,000 to complete the public
improvements described in Table 1 – TID No. 6 Project Costs. Including the cost of borrowing over
the life of TID No. 6, the total cost for the District will be approximately $8,385,660. The City intends
to utilize one or more of the available financing options under Wisconsin Statutes 66.1105(9),
including general obligation bonds, lease revenue bonds, and bond anticipation notes. Capitalized
interest is assumed for financing project costs. The schedule shown in Table 3 assumes that the bond
issues would be amortized over the 15-year life of the District. See Table 3 for the bond issuance and
debt service schedule.
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Tax Increment Financing
The project expenditures identified within this plan are anticipated to be paid for by the tax increment
revenues generated by economic growth within TID No. 6. When a tax increment district is created,
the value of real and personal property within the District at the time of creation is established as the
“base value” of the District. Any increase in the value of district property over the base value is
considered “value increment.” Property tax collected on the base value is distributed to all taxing
jurisdictions according to the normal distribution of tax revenue, but property tax collected on any
value increment is “tax incremental revenue” and accrues entirely to the City to be applied against
project expenditures associated with the District.
Project expenditures are commonly financed by the issuance of debt obligations. Tax increment
revenues pay the principal and interest on the debt. The City has a limited period in which to repay
debt obligations incurred for the District.
Upon termination of TID No. 6, all tax revenue generated after the termination by property within
what had been TID No. 6 is distributed to the taxing jurisdictions in a proportional manner according
to the normal distribution of tax revenue. It is only during the existence of the tax incremental district
that the tax increment revenue flows exclusively to the City for the purpose of financing the District
project costs.
This section of the report is intended to demonstrate whether or not the tax incremental revenues
generated by anticipated development within the proposed TID No. 6 will be sufficient to pay for the
project costs relating to the District within the time period allowed by Wisconsin Statutes 66.1105.
Included in this section are schedules showing the anticipated value increments from new
development, projected tax rates, and the projected tax increment revenues to be generated within
the district. This information, as well as that from the debt service schedules from Table 3, is
summarized in a cash flow statement later in this section to illustrate whether the amounts and timing
of anticipated tax increment revenues will match the principal and interest payments required for the
debt obligations.
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Other Sources of Funding
Other potential sources of financing the project costs may be pursued in addition to tax increment
revenue, such as economic development grants or loans from third party sources. If alternative forms
of financing are secured, the financing structure and life of TID No. 6 may be adjusted.
Base Valuation
According to Wisconsin Statutes 66.1105(4)(gm)4.c., the value increment of property within existing
tax increment districts plus the base value of property in the proposed tax incremental district must
fall below the statutorily defined limits as of the date of creation. The City has three other tax
incremental districts at this time - Tax Increment District No. 3, 4, and 5.
The City’s total equalized value as of January 1, 2015 was $6,460,160,800. The total equalized base
value of TID No. 6 has been estimated by the City to be $ 8,730,800 as of January 1, 2015. The total
equalized value increment of all property within TID No. 3, 4, and 5 has been estimated by the City to
be $ 86,241,600 as of January 1, 2015. The base value of TID No. 6 plus the value increment of TID
No. 3, 4, and 5 totals $94,972,400. This combined total represents one and 47 hundredth percent
(1.47%) of the City’s total equalized value; therefore the statutory value limits of Wisconsin Statutes
66.1105 are not exceeded.
Value of New Development
The Project Plan anticipates 200,000 square feet of Class A office building space and associated to be
constructed within the next year in TID No. 6. In addition, a 22,500 square foot office building
addition and parking lot is expected to be constructed within 4 to 5 years of the creation of the
District. The projected tax value of all building space and parking during the life of TID No. 6 are
expected to total approximately $ 33.9 million, as shown in Table 4.
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Projected Tax Rates
For purposes of calculating future tax increment revenue generated by development, it is projected
that the equalized property tax rates will be $18.00 per $1,000 of equalized value for the life of TID
No. 6 which reflects the projected 2016 equalized tax rate for properties within the City.
Projected Tax Increment Revenues
Table 5 sets forth the tax increment revenues that are projected to be generated from the entire TID
No. 6. Column 1 indicates the year of the expected life of the District. Column 2 shows the base value
of the District, while Column 3 shows the total equalized value as of the beginning of each year. The
current year value increment, which is the beginning of year value minus the base value, is shown in
Column 4. The value of the current year’s new construction is shown in Column 5, while Column 6
deducts the value lost through demolition of existing uses. No inflationary increase is shown in
Column 7. The beginning of year value plus the current year’s improvements is shown as year-end
value in Column 8. Column 9 shows the tax rate and Column 10 shows the current year tax
increment, which is based on the prior year value increment and the tax rate. Column 11 shows the
projected cumulative tax increment revenue of $8.385 million. New construction that takes place in
year one will be recognized as current year value increment in year two and the tax increment
revenue from that construction will be collected in year three.
Cost Recovery – Cash Flow Statement
The projected tax revenues generated from the projected increment within TID No. 6 are intended to
retire the debt service on bonds issued to finance project costs. In order for the proposed projects to
be economically feasible, it must be demonstrated that the anticipated tax increment revenues from
TID No. 6 will be sufficient to meet the debt service obligations of the District and recover all project
costs within the statutory time limits.
Table 6 shows the projected cash flow for TID No. 6, assuming the project costs, bond issues, debt
service schedules, and tax incremental revenues as described in prior sections of this plan. Column 2
shows the amounts and timing of proposed bond issues. Column 3 indicates the anticipated tax
increment revenues from TID No. 6, from Table 5. Other sources of revenue for TID No. 6 are shown
in Column 4. Column 5 shows the total cash received from all sources. The timing and amounts of
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expenditures for project costs from Table 3 are shown in Column 6. Column 7 shows the principal and
interest payments on the debt, as outlined in Table 7.
Column 8 shows the bond issuance costs from Table 3. Total annual cash outlays are shown in
Column 9. In Column 10, the net annual cash flow is the total cash in minus the total cash out for
each year. Column 11 displays the end of the year cash balance for the District. The final column
shows the debt balance of TID No. 6. As this schedule demonstrates, the tax increment revenues are
expected to be sufficient to support debt service costs associated with the projects.
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Based upon the assumptions made in this plan, TID No. 6 will be able to retire the anticipated debt
service and accumulate a cash balance which would be sufficient to retire all outstanding District debt
in the 15th year of TID No. 6, at which time the District would be terminated. Any cash balance
remaining after TID No. 6 is terminated will be returned to each of the taxing jurisdictions on a
proportionate basis. The performance of actual developments will be secured under development
agreements between the City of Brookfield and the developer of the project. Borrowing will be
contingent upon such development agreements or other assurance.
The method of financing and the individual debt issues will require Common Council approval. It is
the City’s intent to closely monitor all planned and actual development within TID No. 6 to insure cost
recovery compliance with the assumptions of the Project Plan.
IX.

LEGAL REVIEW

An opinion of the legal representative of the City that states the Project Plan is complete and complies
with the applicable requirements of the Wisconsin Statutes is incorporated as Appendix 3.
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Gruen Gruen + Associates

memorandum
Date:
To:
From:
Subject:

December 9, 2015
Daniel F. Ertl, A.I.C.P., Director of Community Development
Gruen Gruen + Associates
C1433 Evaluation of Proposed Tax Increment District Incentive
Request for Development and Occupancy of Office Building

BACKGROUND
In 2010 Gruen Gruen + Associates completed a market analysis of the 124 th Street Corridor.
The primary findings included:


Limited new development and redevelopment had occurred since 1999;



The inventory of building stock was old and much of it consisted of small buildings;



The Impacts of the Great Recession, supply competition, and demand decline had
caused an increase in vacancy rates and decrease in rental rates for office, retail, and
industrial space; and



The Corridor was not a preferred location for office space users seeking a “polished”
environment and higher-quality building space.

The 2010 report included the following conclusions:


The relative position of the Corridor relative to the broader market area has declined;



The presence of older properties with low rents and high vacancy rates and limited
development, redevelopment, and remodeling activity suggested the potential for a
path of downward decline to take hold in the Corridor; and



A variety of factors and conditions constrain the ability of newer development projects
to compete for businesses willing to pay prices sufficient to amortize and provide an
adequate return on investments in new construction and redevelopment. Increased
competition from nearby locations and decline in the quality of properties in the study
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area relative to other areas within the community and within the broader market areas
could create a reinforcing feedback mechanism that may lead to further decline in the
future.
The report pointed out that: “Revitalization begins when creative new projects and uses serve
to create desirable locations able to charge more than currently-prevailing rates and spill-over
their value-enhancing benefits to adjoining properties. Cumulatively, the success of pioneering
projects… that attract businesses willing to pay prices supporting the costs of maintenance,
remodeling, renovation or new construction, can encourage subsequent property owners and
developers to emulate that success by making property investments that attract higher-order
or margin businesses also willing to pay for contemporary space responsive to their
preferences.”
The report also noted the potential for Milwaukee Electric Tool to serve as a catalytic anchor
and included the recommendation of “meeting with the property owners of these parcels and
buildings to identify whether a common vision and priority set of goals and objectives can be
formulated with the view toward developing a specific plan or set of acceptable project
parameters for redevelopment and infill development. An understanding of development
economics will need to be gained so that actions that the City may be willing to take in
conjunction with the property owners’ participation in redevelopment can be evaluated and
selected along with an identification of the procedures to take to implement the specific plan.”
PURPOSE
Consistent with the findings, conclusions, and recommendations of the 2010 study and
subsequent implementation efforts, including infrastructure improvements, by the City of
Brookfield to revitalize the Corridor, Milwaukee Electric Tool and an adjoining property
owner have proposed the development of an approximately 200,000-square-foot, four-story
office building on nearly 30 acres of land at West Lisbon Road north of West Capitol Drive
and west of 128th Street (much of the land is already owned by Milwaukee Electric Tool).
Milwaukee Electric Tool will be acquiring 3.45 acres of land for the proposed development
from the adjoining property owner. Milwaukee Electric Tool would occupy the building space.
The building will be connected to an existing building formerly utilized as a manufacturing
plant but currently reused as an office building. In addition to the retention of 700 existing
positions, including 147 current openings, the development would accommodate the initial
addition of 300 new jobs with average annual salaries of $75,000. Milwaukee Electric Tool
anticipates that another 200 jobs could be added to the location within five years of the
completion of the building.
In order to facilitate the feasible development of the office building along with parking
estimated to cost a total of approximately $35 million, the City has been asked to provide
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financial assistance of a $6 million Tax Incremental District (“TID”) incentive. Map 1 shows
the boundaries of the TID of which the location of the proposed development is a part.
MAP 1: Tax Incremental District No. 6 Boundary

This report presents an evaluation of the requested TID assistance. The proposed
development and occupancy of the development is likely to stimulate reinvestment and
upgrading by other property owners and the process of neighborhood revitalization. The next
sections present the following:


The estimated economic impacts the proposed development and occupancy of the
building space will generate relative to the amount of TID assistance requested;



A comparison of the estimated value of property taxes generated by the development
and occupancy of the proposed office building relative to the amount of TID
assistance requested; and



The results of financial analyses to identify whether the TID assistance requested is
needed to bridge a feasibility gap.
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CONCLUSIONS
The following summarizes the principal findings and conclusions. The results suggest the City
of Brookfield would be justified in providing the requested TID assistance.
The grant of the TID assistance would provide for a very high payback in terms of high-paying
local jobs relative to the amount of the assistance requested, in addition to the development
and occupancy of the building generating significant multiplier or ripple effects throughout
the economy. As described below, the economic impact analysis is conservative because it is
based on a small building (150,000 square feet of space rather than the 200,000 square feet
planned) and a smaller number of added jobs (300 rather than the anticipated 500 added jobs).
Over a 15 year period, the development and occupancy of the office space complex by
Milwaukee Electric Tool is estimated to generate property tax increment revenue of $10.1
million or, on average, about $671,000 per year in new taxes in addition to current taxes paid
to overlapping taxing authorities. Incremental taxes in the absence of the proposed project
will be negligible. Assuming a discount rate comparable to a conservative estimate of the longterm borrowing costs of the City of Brookfield of 3.75 percent, the net present value of the
estimated annual property tax increment over 15 years of approximately $7,592,000 would
exceed the amount of the upfront grant of the requested TID assistance by $1,592,000. Over
a 20-year term, the present value of the stream of annual property taxes of approximately
$9,324,000 would exceed the amount of the requested TID assistance by $3,324,000.
Without the grant of the requested incentive, the proposed project would not meet the
threshold of real estate investment feasibility. The grant of a $6,000,000 TID incentive would
bridge a feasibility gap. The grant of the requested TID incentive would not provide an
extraordinary windfall to an investor-developer.
Because the proposed development is not speculative and conditioned on obtaining tenants
but will be built to house an owner-occupant and significant existing property owner and
employer in Brookfield, the provision of the grant poses less risk to the City of Brookfield and
overlapping taxing authorities. In addition, it is our understanding that Milwaukee Electric
Tool may provide a guaranty of the projected tax increment, thereby furthering mitigating risk
to the City.
ECONOMIC IMPACTS – COMPARISON OF ADDED JOBS
AND INCOME TO AMOUNT OF TID ASSISTANCE REQUESTED
Expenditures made by Milwaukee Electric Tool on operations and payroll increase the
purchase of goods and services locally, within Waukesha County, the Milwaukee metropolitan
area, and the State of Wisconsin. As the dollars spent circulate within the local, regional, and
state economies, they produce multiplier or ripple effects creating additional jobs, income, and
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economic activity. The economic activity directly and indirectly related to Milwaukee Electric
Tool also generates local and State taxes.
Below we estimate three kinds of economic impacts associated with the initial 300 added jobs
to be housed in the new building: (1) employment; (2) labor income (the sum of wages and
salaries); and (3) output (the volume of production of all goods and services). These three
types of economic impacts are defined or estimated in terms of:


Direct - The number of jobs, income, and output supported by the Milwaukee
Electric Tool expenditures made at the new development; and



Indirect - The changes in the number of jobs, income, and output produced,
based on inter-industry transactions or interdependencies among industries.
In addition to these indirect or spillover effects, indirect impacts also include
what is sometimes referred to as induced impacts, or the increase in local jobs,
incomes, and expenditures that result from the addition of jobs and income
changes in the directly and indirectly affected industry sectors. Induced
impacts are the result of Milwaukee Electric Tool expenditures on wages and
sales for employees, construction outlays, and other non-payroll expenditures
that generate new household income and associated proportionate re-spending
and employment.

As summarized in the Table 1, the construction process is estimated to generate 286 jobs and
about $13.2 million of associated labor income.1

Note the economic impacts of construction activity are estimated based upon a direct
hard cost of approximately $22.5 million associated with a 150,000-square-foot office
building. The direct hard cost associated with a larger 200,000-square-foot building is
estimated at about $32.5 million. Therefore, the construction process impact estimates
are conservative.
1
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TABLE 1

Direct
Indirect
Induced
Total
Multiplier

One-Time Annual Economic Impact of
Construction Activity on State of Wisconsin Economy
Employment
Income
# Jobs
$
148.8
7,384,332
58.5
2,805,028
78.6
3,008,302
285.9
13,197,662
1.92
1.79
Sources: MIG, Inc.; Gruen Gruen + Associates.

Output
$
22,500,000
9,056,940
10,091,966
41,648,906
1.85

The construction of the development is estimated to result in 149 direct on-site jobs with
associated direct annual income of approximately $7.4 million. Total indirect and induced
employment impact is estimated at approximately 137 jobs with an annual labor income
impact of approximately $5.8 million. The employment and income multipliers associated
with the construction are estimated at 1.92 and 1.79 respectively. Total annual output (the
volume of economic activity) from construction is estimated at $41.6 million.
The occupancy of the development is estimated to not only preserve the existing jobs but
initially add 300 direct jobs at an average annual salary of $75,000. To be conservative, we do
not quantitatively estimate the economic impacts associated with a potential 200 additional
jobs anticipated to be located in the building within five years following its completion
Table 2 summarizes the annual on-going economic impact on the State of Wisconsin from the
expanded operations.
TABLE 2

Direct
Indirect
Induced
Total
Multiplier

On-Going Annual Economic Impact of
Expanded Operations on State of Wisconsin Economy
Employment
Income
Output
# Jobs
$
$
300.0
22,500,000
113,099,916
198.0
11,736,906
40,568,867
229.2
8,513,790
28,566,513
727.2
42,750,696
182,235,296
2.42
1.90
1.61
Sources: MIG, Inc.; Gruen Gruen + Associates.
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The multiplier effects or indirect and induced jobs generated by the direct jobs is estimated to
total 427 jobs and $20 million of associated annual labor income. The economic output or
volume of economic activity associated with the occupancy of the development is estimated
to total $182 million.
The requested TID assistance of $6 million equates to $20,000 per added job (only counting
the direct 300 initially added jobs and associated salary). The annual salaries estimated for the
300 direct jobs because of the development and occupancy of the office building total
$22,500,000, a 3.75 to one times annual return on the TID incentive request. That is, the grant
of the TID assistance would provide for a very high payback in terms of high-paying local
jobs relative to the amount of the assistance requested. For example, according to the Bureau
of Labor Statistics, for all occupations in the Milwaukee-Waukesha-West Allis, WI
metropolitan statistical area, in May 2014, the average wage totaled $47,120.2 The $75,000
average wage level for the 300 added jobs is 59 percent higher than the average wage in the
region.
FISCAL IMPACTS – COMPARISON OF POTENTIAL TAX REVENUE TO
AMOUNT OF TID ASSISTANCE REQUESTED
In addition to evaluating the economic impacts and relative economic benefits to the amount
of TID assistance requested, GG+A evaluated the fiscal impacts in terms of estimated
property tax revenue generated by the development and occupancy of the proposed office
space complex to the amount of TID assistance generated. Note the occupancy of the
building will also produce hotel occupancy taxes due to the increased room night demand
generated by out-of-town visitors to the building.
Table 3 presents an estimate of the annual property tax increment revenue that would accrue
to the TID over 15 years.

2

See http://www.bls.gov/oes/current/oes_33340.htm.
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TABLE 3
Estimated Property Tax Increment Revenue
Property Tax Increment
$
Year 1
670,968
year 2
670,968
Year 3
670,968
Year 4
670,968
Year 5
670,968
Year 6
670,968
Year 7
670,968
Year 8
670,968
Year 9
670,968
Year 10
670,968
Year 11
670,968
Year 12
670,968
Year 13
670,968
Year 14
670,968
Year 15
670,968
Total Years 1-15
10,064,520
Net Present Value over 15 Years1
7,592,202
Net Present Value over 20 Years1
9,323,908
1 Based upon annual discount rate of 3.75 percent. Approximately 75 percent of revenue is assumed
to be available after City financing of bonds, capitalized interest, and other debt issuance costs
which would approximate $7,548,000 on a non-discounted basis and on a present value basis $5.7
million for a 15-year term.
Sources: City of Brookfield; Gruen Gruen + Associates.

According to estimates of the projected new value of the development drawn from current
development cost estimates data provided by the developer over a 15 year period, the
development and occupancy of the office space complex by Milwaukee Electric Tool is
estimated to generate property tax increment revenue of $10.1 million or, on average, about
$671,000 per year. Incremental taxes in the absence of the proposed project will be negligible.
According to the City of Brookfield’s Director of Finance Director, the City's bond issues
earlier this year funding other development projects had a net interest cost of approximately
2.9 percent for debt issues that mature in 2029 (14 year final maturity). Assuming a discount
rate comparable to a conservative estimate of the long-term borrowing costs of the City of
Brookfield of 3.75 percent, the net present value of the estimated annual property tax
increment over 15 years of approximately $7,592,000 would exceed the amount of the upfront
grant of the requested TID assistance by $1,592,000. Over a 20-year term, the present value
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of the stream of annual property taxes of approximately $9,324,000 would exceed the amount
of the requested TID assistance by $3,324,000.
FEASIBILITY ASSESSMENT – WOULD THE GRANT OF THE REQUESTED
TID INCENTIVE PROVIDE A WINDFALL (EXTRAORDINARY RETURN)?
In order to evaluate whether the grant of the requested TID incentive would provide a windfall
or extraordinary return to the investor-developer (in this case, we understand also the owneroccupant), we conducted the financial analysis summarized below to identify the return the
investor/owner-occupant would potentially receive under the following assumptions:












An upfront TID incentive of $6,000,000, based on approved reimbursements
of eligible costs (per City staff);
An equity investment of 30 percent of project costs;
Construction and permanent mortgage financing each at an interest rate of 5.0
percent plus a one point loan fee with an amortization schedule of 25 years;
Total development costs of approximately $35 million ($175 per square foot)
for a 200,000-square-foot office building plus associated parking (based on
information including a cost estimate by a reputable and large general
contractor active in the local marketplace provided by the developer);
An assumed annual net rental rate of $11.00 to 12.00 per square foot;
Annual rent escalation of two percent;
Construction period of one year (based on information provided by the
developer);
A sale of the property in year 10;
A capitalization rate or buyer’s required yield on income of 8.0 percent; and
Sales expense of 3.0 percent.

For simplicity, we have not factored into the costs the value of land already owned by
Milwaukee Electric Tool. (If the land is not viewed as a sunk cost and therefore irrelevant to
future decisions, the project costs would increase, and holding all other factors the same, the
returns would decline). Appendix A provides context and the rationale for the key financial,
market, and investment assumptions.
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RESULTS OF REAL ESTATE ECONOMIC ANALYSIS
Table 4 presents the results of the discounted cash flow analysis and resulting estimate of
internal rate of return (IRR) the cost, market, financing, and investment-related assumptions
described above with- and without- the requested TID assistance.
TABLE 4
Estimated Return on Equity Investment With- and Without- TID Incentive Request1
With TID Incentive
Internal Rate of Return (IRR)

Without TID incentive

14.3% - 17.7%

6.5% - 10.2%

$29,000,000 2

$35,000,000

$602,000

$726,000

Total Project Cost

$29,602,000

$35,726,000

Equity Investment (30%)

$8,881,000

$10,718,000

Permanent Loan (70%)

$20,721,000

$25,008,000

Annual Debt Service

$1,470,000

$1,774,000

Project Cost:
Construction Costs (Hard and Soft)
Financing Costs and Loan Points

1Figures
2

are rounded.
Net of $6.0 million TIF funding.
Source: Gruen Gruen + Associates

For simplicity, we have reduced the upfront development costs by $6,000,000 for the withTID assistance scenario. Accordingly, including financing costs, the with-TID scenario entails
a total project cost of $29,602,000. The without-TID scenario has higher financing costs plus
the $6,000,000 added construction costs for a total project cost of $35,726,000. Based on the
assumptions outlined above, with the TID incentive the discounted cash flow of the
development, operation, and hypothetical sale of the project would generate an IRR of 14.3
percent to 17.7 percent, assuming a net annual rental rate range of $11 to $12 per square foot.
Without the TID incentive, the development, operation, and hypothetical sale of the project
would generate an IRR of 6.5 percent to 10.2 percent, assuming a net annual rent range of
$11.00 to $12.00 per square foot3.

If net rent were to be $10 per square foot, the IRR would be 2.2 percent without the
TID incentive and 10.5 percent with the TID incentive.
3
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Without the incentive, the proposed project would not meet the threshold of investment
feasibility.4 With the full $6,000,000 incentive, the project becomes financially feasible. The
grant of the TID incentive would not provide an extraordinary windfall to an investordeveloper.

It would not be unusual for an investor-developer to “discount” the potential supportable
value and return to provide for unforeseen changes in capital market conditions, costs of
development, or other market factors. Given the location is not a preferred office location
in the metro area, the metro area is not a major office investment market, and potential
concerns about an “exit strategy”, plus the discount for risk and uncertainty, a typical
investor-developer would probably have a minimum investment return feasibility threshold
of 15 percent.
4
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APPENDIX A
CONTEXT FOR PRINCIPAL ASSUMPTIONS
FINANCIAL ASSUMPTIONS
The financial assumptions of an equity investment of 30 percent of project costs and a
construction loan rate of 5.0 percent (approximately 300 basis points above the 10-Year
Treasury Note at 2.03 percent when the financial analysis was completed) plus a loan fee of
one percent and permanent mortgage financing at an interest rate of 5.0 percent with an
amortization schedule of 25 years are based on our review of secondary data sources including
Realty Rates 3rd Quarter 2015 Investor Survey (http://www.realtyrates.com/commercialmortgage-rates.html)
and
the
Real
Estate
Capital
Institute
(http://reci.com/research/scoreboard/) and discussions with mortgage banking and
investment sales sources, including the broker which financed the Irgens Development
Partners construction of the 81,503-square-foot corporate headquarters of Actuant
Corporation at the Westbrook Corporate Center in Menomonee Falls.
If the building were financed today with a permanent mortgage, with a solid sponsor and credit
tenant, an annual interest rate of 4.50 percent to 4.75 percent could be obtainable. We have
used a higher interest rate to reflect the potential for rates to move up as the Federal Reserve
is expected to begin to adopt a gradual tightening monetary policy.
Construction financing terms for a solid sponsor and credit tenant investing equity of 30
percent of project costs tends to range from 200 to 300 basis points (two to three percentage
points) above the 10-Year Treasury Note rate, which is currently a little above two percent.
We have used an assumption at the high end of the current range of five percent to reflect the
likelihood that interest rates will rise.
RENTAL RATE ASSUMPTIONS
The site is not a well-established, preferred location for office space users. Table A-1 below
shows asking rental rates for a sample of office buildings in Brookfield or nearby wellestablished office locations.
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TABLE A-1
Asking Lease Rates for Existing Office
Properties in Brookfield and Nearby Communities
Building
Age
# Years

Building Size
Lease Rate
Address
# Square Feet
$ Per Square Foot
Crossroads
Corporate
Center XII
71,199
14.75 net
20225 Water Tower Blvd.
Brookfield
Brookfield Lakes Corporate
1989
Center VIII
Remodeled
77,644
14.50 net1
300 N. Corporate Dr.
2004
Brookfield
200 S. Executive Dr.
131,760
18.00 gross
Brookfield
13400 Bishops Lane
16.95-18.95 gross
1972
120,000
Brookfield
Pinnacle I
13890 W. Bishop Dr.
1999
65,600
14.50 net2
Brookfield
Fox River Business Center
19275-19395 W. Capitol Dr.
1996
119,000
14.00-17.00 gross
Brookfield
Park Place
11800 W. Park Place
2001
54,808
20.00 gross
Milwaukee
W233 N2080 Ridgeview
Pkwy
78,065
23.75 gross
Pewaukee
Riverwood
Corporate
Center I
N19 W24400 Riverwood
2001
89,457
15.00 net3
Dr.
Pewaukee
1 CAM and taxes in 2014 estimated at $8.75 per square foot.
2 Operating expenses of $9.94 per square foot according to broker flyer.
3 CAM and taxes in 2015 estimated at $9.16 per square foot.
Sources: Loopnet; Property Websites; Gruen Gruen + Associates.

The buildings are older, smaller, and multi-tenanted and the rents vary from a high of $15.00
per square foot net (under a net lease, the operating expenses, insurance expense, and property
tax costs are passed onto the tenant or tenants) to a low of $14.00 per square foot gross (under
50

a gross lease, the landlord is responsible for operating expenses, insurance expense, and
property tax costs).
According to the offering material for the sale of the headquarters built for and occupied by
Actuant Corporation, the base net rent per square foot for the 81,503-square-foot building is
$14.00 per square foot with two percent annual increases. A broker marketing property in the
Westbrook Corporate Center in which the Actuant Corporation headquarters is located
indicated that the rent for the property is above market, likely reflecting the higher
development costs of a build-to-suit corporate headquarters facility. The proposed
development is nearly twice as large, in a less desirable location. Therefore, if this was not an
owner-occupant tenure arrangement, rents would be lower than the rent for the Actuant
Corporation headquarters.
Examples of reported office lease transactions for space in Park Place, in the northwest
Milwaukee submarket include 80,000 square feet of office space leased by Aurora Advanced
Healthcare, Inc. at the three-story Park Place XI at an annual net rental rate of $9.25 per square
foot; and 124,500 square feet of space leased by Molina Healthcare of Wisconsin, Inc. of a
three-story office building formerly serving as the location for a Wells Fargo Home Lending
Servicing Center at 11200 West Parkland Avenue in Milwaukee for an annual net rental rate
of $11.50 per square foot with three percent rental escalations.
Based on the review of the secondary data described above and input from a broker whose
firm markets space at the Westbrook Corporate Center and other projects in Brookfield and
an active and highly experienced broker representing Milwaukee Electric Tool, we use a rent
assumption of $11.00 per square foot to $12.00 per square foot net with two percent annual
escalation over the assumed holding period of 10 years. This rent assumption reflects the
space will be built to meet the needs of Milwaukee Electric Tool, as opposed to the company
occupying space in an existing vacant building.
INVESTMENT PARAMETERS – CAPITALIZATION RATE
According to a Colliers’ first quarter 2015 real estate investment sales report5, Irgens
Development Partners sold the Actuant Corporation headquarters property referred to above
to an investor for $15.37 million or $192 per square foot in 2013. This equates to a
capitalization rate or buyers’ yield on the purchase price of 7.39 percent. The property was
See
http://www.colliers.com//media/files/united%20states/markets/wisconsin/market%20reports/2015-q1-investmentmarket-colliers.pdf
5
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resold earlier in 2015 at a capitalization rate reported at 6.80 percent. The review of sales
highlighted in Collier’s second quarter report (http://www.colliers.com/enus/wisconsin/insights) suggests most capitalization rates for all asset classes range from 7.0
percent to 8.5 percent. According to a July 2015 report by Marcus and Millichap “Initial yields
for Class A properties will typically begin in the mid-7 percent range but may dip below that
for a single-tenant asset with a credit tenant signed to a long-term lease (see
https://www.marcusmillichap.com/research/researchreports/reports/2015/07/06/milwau
kee-office-research-report).
The property is not in a core office submarket, the Milwaukee metro is not a primary office
market, and the occupant is not publically traded on a U.S. securities market. In addition, the
building has not been built and capital market conditions could be different by the time
construction is complete and the building occupied. A buyer who accepts a sub seven percent
capitalization rate may obtain a bond like return during the term of the lease, but will not likely
be able to realize appreciation from a long term hold of the asset. Accordingly, if interest rates
stay low, it is conceivable that a yield hungry investor could accept a sub seven percent initial
yield. If interest rates go up or the property is not sold soon after construction but is held for
a 10 year period, based on input from active brokers and the developer, we think eight percent
is a reasonable capitalization rate assumption. Without the benefit of a long-term lease with
Milwaukee Electric Tool, the capitalization rate would be higher than 8 percent.
Internal Rate of Return Target
Interviews with real estate brokers and financing sources indicate that IRR targets range from
14 percent to 20 percent, depending upon the assessment of investment risk and horizon.
Assuming Milwaukee Electric Tool is a good credit risk, the limited leasing risk suggests a
typical minimum feasibility threshold will be a 15 percent IRR. The return threshold, however,
will be higher than would apply to a preferred office space location in Brookfield with less of
an “exit” strategy risk. Accordingly, a target IRR at the high end of the range would not be
unusual or surprising.
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Gruen Gruen + Associates (GG+A) is a firm of economists, sociologists, statisticians and market, financial
and fiscal analysts. Developers, public agencies, attorneys and others involved in real estate asset
management utilize GG+A research and consulting to make and implement investment, marketing,
product, pricing and legal support decisions. The firm's staff has extensive experience and special training
in the use of demographic analysis, survey research, econometrics, psychometrics and financial analysis to
describe and forecast markets for a wide variety of real estate projects and economic activities.
Since its founding in 1970, GG+A has pioneered the integration of behavioral research and econometric
analysis to provide a sound foundation for successful land use policy and economic development actions.
GG+A has also pioneered the use of economic, social and fiscal impact analysis. GG+A impact studies
accurately and comprehensively portray the effects of public and private real estate developments, land use
plans, regulations, annexations and assessments on the affected treasuries, taxpayers, consumers, other
residents and property owners.

San Francisco:
(415) 432-4342

Denver :
(720) 583-2056

Deerfield:
(847) 317-0634

www.ggassoc.com
APPLYING KNOWLEDGE, CREATING RESULTS, ADDING VALUE
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Appendix 6

Minutes from Plan Commission meeting on February 8, 2016

Excerpts of the OFFICIAL MEETING MINUTES OF A REGULARLY
SCHEDULED MEETING OF THE PLAN COMMISSION HELD ON
FEBRUARY 8, 2016, AT 6:30 PM IN THE COUNCIL CHAMBERS OF CITY
HALL, 2000 NORTH CALHOUN ROAD, BROOKFIELD, WISCONSIN

MAYOR STEVEN PONTO PRESIDING
MEMBERS PRESENT: Alderman Rick Owen, Alderman Gary Mahkorn, Alderman Mark Nelson, Commissioner Greg Kost,
Commissioner Tom Rave, Commissioner Kevin Wahlgren
MEMBER ABSENT AND EXCUSED: N/A
OTHERS PRESENT: Alderman Scott Berg, Alderman Chris Blackburn, Director of Community Development Dan Ertl,
Planning Administrator Mike Theis, Fire Chief Charlie Myers, Economic Administrator Tim Casey, Special Counsel Stan Riffle,
Administrative Assistant Mary Balconi
Mayor Ponto noted a quorum present and called the Plan Commission to order at 6:35 pm.
Announcements / Reports
Next regularly scheduled meeting is March 7, 2016.
Item 1

Plan Commission Minutes

Approval of Minutes from the January 11, 2016 Plan Commission meeting.
Motion by Alderman Nelson second by Commissioner Kost to approve the minutes of the January 11, 2016, Plan
Commission meeting. Motion carried 7-0.
Public Hearing

Milwaukee Electric Tool – TID #6

Director Ertl stated it is public knowledge Brookfield has an opportunity to collaborate with Milwaukee Tool in a compelling
economic development opportunity for Brookfield and the other taxing authorities. This has been before City staff and
members of the Brookfield Community Development Authority (CDA). Brookfield officials, with verification through a financial
analysis prepared by a City consultant- Gruen Gruen + Associates. Gruen Gruen have concluded this opportunity will only
occur under a public-private financial partnership.
This opportunity will result in the creation of 300-500 professional level jobs and the retention of 700 similar jobs.
The justification for this public- private partnership or the “but for” test was confirmed by the City’s financial consultant and
endorsed by the City’ CDA last November. (November 24, 2015)
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In sum, the basis for the justification is that Milwaukee Tool is proposing to build a 207,000 sq. ft. class “A” office building in a
sub optimal location. (Sub optimal means a location for an office building that is not desirable as a real estate investment).
The financial consultant modeled a real estate pro forma that found an unacceptable IRR would be achieved for a building of
this type in this location versus when located in a conventional business park. With a public-private partnership – as proposed
in TID 6- an acceptable IRR is achieved.
The financial consultant went on to find that the partnership does not result in any windfalls for Milwaukee Tool or the developer
of the building. In addition, the consultant found significant job creation, and direct and indirect spending resulting from the
investments.
The summary of TID #: 30 acres of land near 131st and Lisbon, 207,000 square foot office building, parking lot, and site
improvements will be built; this equals $33.9 million in new tax value dollars created. This will generate $8.4 million in new
taxes over a 15-year term. $6 million of this money will be allocated in project costs for site remediation, site preparation,
building preparation, and land acquisition. This is a not to exceed $6 million. The remaining $2.4 million will be allocated to
the City’s borrow costs to secure bonds for $6 million. The length of this term will be a maximum of 15 years ensure and
guaranteed through Milwaukee Tool through a development agreement. By year 16 $610,000 in new taxes annually will be
available to the top four taxing areas being the City, the school district, Waukesha County and the Technical College.
Mr. Ertl explained the public hearing process for citizens present for the process to speak for the Public Hearing.
Common Council action will take place on March 1, 2016 if the Plan Commission completes their work this evening, and the
Joint Review Board would act March 2..
Mr. Ty Staviski of Milwaukee Electric Tool thanked the Commission. Further, stated they are looking forward to the growth
and a continued relationship with the City of Brookfield. They are guaranteeing they will pay this money back to the City and
the continual growth.
Mayor Ponto asked if the Plan Commission had any comments; Alderman Nelson stated this has been before the Commission
several time since November 2015 and is satisfied with this project to move forward.
Carol White President Greater Brookfield Chamber of Commerce 17000 W. Bluemound Road Suite 202: She was there
speaking on behalf of the Board of Directors. The Board of Directors supports this City in this TID District for Milwaukee
Electric Tool. As a business that supports this community, they see the value in economic development this will bring to the
community with job creation and wages. The employees may choose to live in Brookfield, become part of the school district.
Even those who choose not to live in the community will be spending money and assisting the community and supporting
local businesses making the community stronger. We recognize this development is occurring in an area that is in the process
of being revitalized. This is a great step in starting the process and brining a corporate headquarters to our community. Lastly,
we need to recognize other communities would be knocking on Milwaukee Electric Tool’s doors inviting them to be a part of
their community. The Chamber hopes you support this project.
Nancy Justman Visit Brookfield and the Visitors Convention Bureau 17100 W. Bluemound Road #201: They are responsible
for bringing tourists to Brookfield and encouraging continued expenditures by tourists in our market. The Convention Bureau
knows Milwaukee Tool is responsible for over 2,100 direct bookings of hotel rooms per year and another 5,000 visitors that
attend different trainings at their center. These two numbers bring in over $500,000 on an annual basis of economic impact
to our community. We hope you continue to support Milwaukee Tool in this effort to expand and continue to bring new visitors
to Brookfield.
Motion by Alderman Nelson, second by Commissioner Wahlgren to approve closing the public hearing for Milwaukee
Electric Tool – TID #6. Motion carried 7-0. Public Hearing closed at 6:48 pm.
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Item 3

TID #6 Milwaukee Electric Tool

Plan Commission Recommendation: Resolution regarding the proposed creation of Tax Incremental District (T.I.D.) No. 6
(“District”), the proposed boundaries of the District and the proposed Project Plan for the District. T.I.D. No. 6 includes
approximately 30 acres of lands located at 13135 W. Lisbon Road, 12905 W. Lisbon Road, and 12930 W. Lisbon Road.

Report:
1. A public hearing on this matter is scheduled for February 8. All of the background materials regarding the creation
of TID No. 6 were previously shared with the Commission.
2. At its November 24, 2015 meeting the Brookfield Community Development Authority unanimously endorsed the
creation of TID No. 6. The minutes of their proceedings were previously provided to the Commission.
Recommendation: Mr. Ertl stated that no new, substantive information was presented at the public hearing that may need
to be addressed relative to the creation of TID No. 6. Therefore, the staff recommends approval of the creation of TID No. 6
and the adoption of the Resolution, as such is consistent with and implements the economic development goals and
objectives of the City Comprehensive Plan and its component parts.
Alderman Nelson requested a report of the Joint Review Board (JRB). Mr. Ertl explained the JRB consists of
representatives in the City, the school district, the County and technical college. An organizational meeting was held on
January 27, 2016 explaining the process, received the project plan and financial analysis from Gruen Gruen + Associates, a
brief presentation was held and questions and answers. The Joint Review Board did not feel they needed to meet until
March 2, 2016 at 5 pm. The TID was very favorable with the JRB. Additionally, staff met with the Elmbrook School Board
and operational and finance committee within the last two weeks ago.. School board will meet later this month to provide
direction to the representative on the JRB and vote on March 2, 2016.
Alderman Owen stated the response has been overwhelmingly positive with for the Milwaukee Electric Tool project. As
previously, stated, many communities would offer Milwaukee Tool a favorable opportunity to relocate; Alderman Mahkorn
agreed.
Motion by Alderman Owen, second by Alderman Mahkorn to approve staff recommendation for the Resolution
creating TID #6 for Milwaukee Electric Tool. Motion carried 7-0.
Item 4

Milwaukee Tool Corporation

Request of Milwaukee Tool Corporation c/o Ty Staviski, Senior Vice President and Chief Financial Officer, 13135 W. Lisbon
Road, Brookfield, WI for approval of a Development Agreement regarding the creation of “Tax Increment District Number
Six, ‘The Northeast Gateway’, City of Brookfield, Wisconsin”, a district that includes approximately 30 acres of lands located
at 13135 W. Lisbon Road, 12905 W. Lisbon Road and 12930 W. Lisbon Road
Report:
1. TID No. 6 contemplates the use of incentive grants to Milwaukee Tool in order to finance the Project Costs
identified in Table 1 of the associated Project Plan. Wisconsin Statutes require that the City enter into a
development agreement when grants are offered as part of a TID.
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2. City outside legal counsel has drafted an agreement that addresses the incentive grant in the following manner.
Milwaukee Tool, heirs and assigns are obligated to provide an annual tax value (“increment”) that is equal to that
required to retire the City’s debt as outlined in the Cash Flow Statement contained in Table 6 of the associated
Project Plan so that the City’s full debt and obligations are retired in the 15 year term projected in the associated
Project Plan. The Development Agreement includes measures that the City will utilize or invoke if the annual tax
value is not received in a sufficient amount to retire the City’s debt and obligations. The outside legal counsel will
be at the Plan Commission meeting to answer any questions the Commission or Aldermen may have regarding
this instrument.
3. At the termination of TID No. 6, it is anticipated that approximately $610,000 in new taxes will be available
annually for the four taxing authorities (City, County, School District and WCTC.)
4. If the Common Council creates TID No. 6, this would occur on March 1, 2016 at the earliest. Between now and
March 1, other project components will be the subject of a second Agreement, as items like the implications of a
yet to be completed traffic study come into focus, permitting, etc. Other matters contained in the second
Agreement involve landscape performance, building and site improvements, based upon information know at
drafting.
5. MTC would like two items addressed in the near term: a.) permission to install a temporary gravel parking for
employees to park during construction (due to the inability to pave in March- May), and, b.) Secure a footing and
foundation permit.
6. These requests will likely be added to the second Agreement.
Recommendation: As required by Wisconsin TIF Statutes when grants are offered and since the draft Agreement includes
the provision for Milwaukee Tool to guarantee that the City’s debt and obligations will be retired in 15 years, a
recommendation is made to endorse the Agreement and forward to the Council for action with additional specific details to
be resolved between now and March 1. The Commission should support the requests for a temporary parking lot and
footing and foundation permits subject to requirements identified by City staff and erosion control measures.
Special Counsel Stan Riffle explained the requirements for this agreement and the payout of the TID. Alderman Nelson
asked if it runs with the land, and the issue of two permits, is there a risk to start sooner. Mr. Riffle explained no this is just
standard.
Special Counsel Riffle explained this was the financial component of the TIF. They will build a $30-37 million of increment;
the City will pay $6 million for Project Costs from the taxes created. Milwaukee Tool will not receive funds until they have
shown staff they have completed the work. Three components with this agreement: 1) first draw is the purchase of the
property 2) footings and foundation, 3) actual building construction. Other aspects still need to be complete such as traffic
study, storm water management, etc. The agreement makes this comfortable.
Alderman Nelson clarified the increment is guaranteed; Attorney Riffle said yes. Have we used this redevelopment
incentive before; Mr. Riffles stated it is used all over Wisconsin. Other agreements the City has had did not have a
guarantee like this one. Brookfield Square was similar; however, it was based on accepting valuation established by the
Assessor. A developer and City cannot guarantee a value; this is based on the Assessor utilizing the law. Mr. Riffle
explained further aspects of the guarantee with this TIF.
Alderman Nelson inquired about the two permits to allow Milwaukee Tool to start sooner; Mr. Riffle explained this was
standard process that must run through storm water review for temporary parking lot and this project is not to this point.
The second agreement will ensure this project will all work out.
Motion by Alderman Nelson, second by Commissioner Wahlgren to approve staff recommendation of a Development
Agreement regarding the creation of “Tax Increment District Number Six, ‘The Northeast Gateway’, City of Brookfield,
Wisconsin. Motion carried 7-0.
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Appendix 7

Adopting Resolution of Brookfield Common Council
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