
[bookmark: _GoBack]Summary of the Market Potential Analysis for Rental Apartment Development
Prepared by Tracy Cross & Associates, Inc.

Tracy Cross & Associates, Inc. of Schaumburg, IL was engaged by the Village of Mukwonago to provide an independent, professional analysis of the market feasibility to redevelop the Horter-Lynch Chevrolet Dealership site for upper scale apartments.  The Village purchased the four tax key parcels totaling 4.55 acres within view of Lower Phantom Lake to promote redevelopment as the dealership relocated to a new facility nearby.  With the objective to seek a builder that could redevelop the site with multi-family and possibly a mix of business to re-energize an area of South Main Street, Village officials desired to know if providing financial assistance toward redevelopment in the form of a Tax Incremental District would be a feasible proposition. 
Conclusion of Analysis
Tracy Cross & Associates concluded the market potential for new rental units on the site “is viewed as favorable given the tightness of the current apartment market, adequate demographic and demand support, the lack of new rental development within Mukwonago during the past 15 years, and the number of positive attributes associated with the site’s location.”  Studying various indicators as described in the analysis, on the second residential floor the average unit would support a current monthly lease rate of $1,547 containing 1,351 square feet.  The value ratio of $1.15 per square foot is consistent with comparable newer rental development in the area of Mukwonago.  The analysis also concluded an absorption rate of 4.5 units per month.  
Basis for Conclusion
The analysis characterizes the Village as a bedroom community, but with one-quarter of employed residents working locally.  The site is “reasonably convenient” to local and regional employment centers.   Overall the analysis indicates the I-43 corridor drives the Mukwonago rental market.   The Village forms the western edge of the Primary Market Area (PMA) along the interstate corridor eastward to Greenfield, Greendale and Franklin.   
Within the PMA the strong demand for rental is fueled by key indicators.  In 2015, the median household income in the PMA was $64,308, 19.8% higher than the four-county Metropolitan Statistical Area.  More than two-thirds of the important rental market age groups (25-34 and 55-64) earn more than $50,000 annually.   Nearly two-thirds of households in the PMA are comprised of one or two persons; the number is 59% in Mukwonago.   About 30,000 PMA households are rental.   While there have been building permits issued for multi-family in the PMA at an annual average of 516 units since 1990, permits the past five years average only 214 units.   Between 2000 and 2010 only nine non-senior, market rate larger scale apartment developments were constructed in the PMA with a total of 1.061 units.   Accordingly, at the end of the third quarter 2015, rental vacancy rates in Milwaukee and Waukesha Counties were historically low at 3.1% (normal market is 5 to 6%).   Many rental complexes in the PMA are 100% occupied, including those in Mukwonago.
In the professional opinion of Tracy Cross & Associates based on the previously stated referenced indicators and others stated in the analysis, in the PMA “new rental housing demand is expected to average 415 units annually over the next five years—if supply is made available and appropriate rent levels are maintained on a site-by-site basis.”   Known apartment developments in the PMA which are either just starting construction or being considered total 960 units and half of those proposed units are in the Village.  Therefore, the analysis states that apartment construction has not kept pace with renter household growth.
Conclusions for Consideration of Village Officials
The analysis provides an opinion consistent with the thoughts of Village officials that the Horter-Lynch redevelopment has tremendous potential for upper scale apartments.   The anticipated absorption rate of 4.5 units per month allows the Village to project a proforma for a Tax Incremental District.   If a two-building phased project of 45 units per building is proposed, the Village and the developer can expect the first building to be fully occupied in ten months, and the second building to start construction thereafter.   
The analysis also provides guidance for the style and quality of rental units.   Since the site is at the western edge of the PMA, the conclusions of the analysis for the rent structure and absorption rate are based on an average unit size and unit amenity package not previously built in Mukwonago.  Village officials must ensure that approved development plans for the site follow suit.
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