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A. INTRODUCTION

The City of Crestwood, as part of its ongoing efforts to plan for its economic future and maintain and
upgrade the quality of its commercial economic base, has consistently observed and reviewed the
physical condition and physical and economic functionally of the commercial properties along Watson
Road. These properties represent the heart of the City’s economic base and are important to the
ongoing economic well being of the City. In conjunction with these planning initiatives, the City re-
guested that PGAV, as the City’s planning consultants, review and evaluate these properties and
provide recommendations regarding the potential for designation of any of these properties under one
or more of the State redevelopment statutes. In addition, PGAV was asked to investigate the poten-
tial applicability of other programs that might be utilized to foster redevelopment and/or rehabilitation
of these properties.

It is the City’s intent to initiate implementation of any plans, financing mechanisms, or other tools at its
disposal that will provide an incentive to property owners and/or developers to redevelop the proper-
ties that are targeted so that the Watson Road Business District remains a viable and vibrant place to
shop and work for the residents of Crestwood and the surrounding communities.

The purpose of this Technical Memorandum is to provide an overview of each of the areas that have
been identified by PGAV in conjunction with Mayor James Robertson, the City Administrator and
Assistant City Administrator. In addition, data relative to the potential applicability of certain redevel-
opment statutes or other financing mechanisms is discussed along with the observed, general physi-
cal and economic conditions that are present in each of the areas as of the date of this Technical
Memorandum. The ensuing sections of the Technical Memorandum provide the discussion and in-
formation as previously noted for the properties that have been identified as needing attention and
potential assistance in order to achieve long-term stability. These properties have been grouped into
“Redevelopment Project Areas” (also sometimes referred to as RPA or RPA’S). These RPA are as
follows:



RPA 1 Watson Plaza Shopping Center

RPA 2 Old Sappington & Watson Roads (southeast corner)

RPA 3 Circuit City Shopping Center and Adjacent Parcels to the West
RPA 4 Watson Industrial Park

RPA 5 Watson & Grant Roads (southeast corner)

Plate 1, entitled Proposed Redevelopment Project Areas (RPA) Map, in the Appendix of this
document shows the location of each of the RPA’s and the properties they contain.

B. RPA 1-WATSON PLAZA SHOPPING CENTER

The following discussion summarizes preliminary observations and available data about the subject
properties located in Redevelopment Project Area 1 (RPA 1) which includes Watson Plaza, Jack in the
Box, Tippins, US Bank, and Rayburn Park.

1. Project Area (RPA 1)

The boundaries of RPA 1 are the southern right-of-way of Watson Road, existing residential and
commercial properties to the northeast, an auto dealership to the west and Rayburn Avenue to the
north. The boundaries of RPA 1 are shown on Plate 2 — Proposed RPA 1 Map in Appendix. This
area is comprised of 7 parcels containing approximately 18.01 acres of land. Taxpayer data for
each parcel in RPA 1, as provided by the St. Louis County Assessor’s Office, is provided in Table
A-1, Most Recent Equalized Assessed Valuation and Taxpayer Data (2001) in Appendix. The
location of each of these parcels is identified on Plate 3 — Proposed RPA 1 Parcel Identification
Map in Appendix.

2. Background of Watson Plaza

During the City’s effort to redevelop the Sappington/Watson Redevelopment Area, G.J. Grewe, the
developer of Watson Plaza, requested to have Watson Plaza included in the Redevelopment Area.
At that time, we provided a memorandum to members of the TIF Commission, Mayor, and Board of
Alderman summarizing background information about Watson Plaza and providing comments
about its inclusion in the Sappington/Watson Redevelopment Area. We will summarize the back-
ground of the center to update elements of our comments at that time, and we will evaluate the po-
tential for Watson Plaza to become its own redevelopment project area.

The shopping center was developed by G.J. Grewe in the latter half of the 1980's. Some of the
buildings on the site were developed simultaneously, while others were developed at later stages.
This center was designed as a so-called “community shopping center”. By its very definition, the
occupants of such a center are typically those businesses that cater to the everyday retail and ser-
vice commercial of a community. This typically means that they are anchored by a grocery store
and other retailers and small businesses catering to a smaller market area. Watson Plaza was al-
ways different in that regard in that it was anchored by Service Merchandise. This retailer was
unique, and until recently, was alone in the St. Louis market (and maybe nationally) as a “catalog
showroom retailer”. The liquidation of the Crestwood Service Merchandise is a reflection of the in-
ability of “catalog showroom retailing” to compete with recent developments in retailing.

In the years after Watson Plaza was built, the nature of retailing and the design of shopping centers
began to change dramatically. Retailing began to be dominated by major regional or national
chains using big stores to sell merchandise in two ways. One involves sales of merchandise in
more discrete categories. These so-called “category killer” merchandisers target their markets very
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carefully and carry items only within certain retail segments. The size of “category killer” stores
typically range from 20,000 to 50,000 square feet. The other category called “big box” retailers fall
into two subgroups. One of these is the discount department store (Wal-Mart, Target Greatland,
etc.). The other is the home improvement retailer (Home Depot and Lowes). These “big box” re-
tailers occupy buildings of 120,000 to 170,000 square feet. In neither of the category of retailers
discussed previously, is the grocery store. The typical grocery store footprint today for any of the
St. Louis area grocery retailers involves a store of between 60,000 and 65,000 square feet.

Watson Plaza’s problem is that it is designed in such a way that cannot easily be converted to ac-
commodate the newest retail building concepts without significant demolition of existing improve-
ments. The Center, as designed, has more than half its space (51.6%) most suitable to small ten-
ants. The Center’s east and west wings have a front to rear depth of only 80 feet (average) — a di-
mension too small for many or the larger retailers interested in locating in Crestwood. Most of the
larger, national retailers want a floor plan for their space that is squarer and with a greater front to
rear store depth. For example, if a typical “category killer” retailer were to locate in Watson Plaza,
they would need one entire wing of the center (about 25,000 sq. ft.). This would mean their space
configuration would be long and narrow. This type of retailer simply will not accept this configura-
tion. In today’s retailing environment, there are simply fewer, very small, local business-type ten-
ants to fill Watson Plaza. Therefore, there are sizable spaces in the Center that have been vacant.
In addition, the current tenants represent professional service related businesses (i.e. dentist, eye
wear center, computer repair, etc.) which is another indication that the original layout of the facility is
outdated for today'’s retail climate.

3. Field Observation Summary (RPA 1)

We conducted a preliminary investigation of the physical conditions within RPA 1. The following is
a summary of our findings:

The commercial structures show signs of deterioration (surface cracks).

The intersecting perimeter drive at the entrance represents an inadequate street layout and
unsafe condition.

Excessive vacancies exist at the Center.
Parking lot conditions are deteriorating.
4. Data Summary (RPA 1)

We compiled available data on RPA 1 from the St. Louis County Assessor’s office, the City of Crest-
wood and other resources, when necessary, to review the Equalized Assessed Value (EAV) of real
property within RPA 1. Personal property tax data for RPA 1 was not available. The real and
personal property taxes produced by a given property are a direct function of both its assessed
value and the current tax rate. The assessed value of a property is determined by the St. Louis
County Assessor and is based on the estimated market value of the property and equipment owned
by the building tenant. As such, the assessed value is an accepted indicator of the value of the
property and its ability to generate property taxes for the taxing jurisdictions.

Please note: In St. Louis County when analyzing historic EAV trends, we need to treat 2001 EAV
as an anomaly. We know that, in most cases, the change in EAV during 2001 was really an “ad-
justment” by the Assessor to update the underlying market value of properties throughout the
County. In past years, the “market value” of real property as established by the Assessor’s office
has been low compared to what the property would actually bring in a normal market transaction.
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This was often true for residential property but was particularly true for commercial properties.
Therefore, 2001 market values and by extension, assessed values, were “adjusted” to more
closely reflect real market levels. The net effect of this action is to skew the results of any com-
parison of 2001 data to past valuation of any real property in the County.

In no situation that we are aware of in the City of Crestwood, has the property involved in these
potential Redevelopment Project Areas incurred any real improvement which would cause the
valuation to change other than where change might be justified based on inflation or as a result of
the Assessor’s “adjustment”. In fact, in some instances, the condition of the property has actually
declined (either in the form of increased vacancy, physical deterioration, or physical/functional
obsolescence). Therefore, we believe that we should note this situation at the outset of the dis-
cussion of EAV trends for each of the Redevelopment Project Areas and look at historic EAV
based on the trend up to 2001 and including 2001. In most of the cases, not using the 2001 EAV
data will yield a lower number that will more closely reflect the condition and market state of the
parcels involved.

The table below summarizes the annual EAV from 1997-2001, the growth rate of assessed value
over the same period, and the average annual growth rate.

Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2001
Crestwood RPA 1
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000 2001
1 26,560 26,560 22,980 22,980 23,010
2 640,480 640,480 656,260 656,260 656,740
3 1,111,900 1,111,900 1,329,660 1,329,660 1,365,120
4 754,110 754,110 758,400 758,400 788,190
5 253,730 253,730 256,930 256,930 269,760
6 305,120 305,120 347,580 347,580 361,820
7 170,880 170,880 177,510 177,510 183,430
3,262,780 3,262,780 3,549,320 3,549,320 3,648,070
Change 1997-2001
Total Annual
Change Area % Average %
Parcel From 1997- | Change From Change Over
Number 2001 1997-2001 Previous Year

1 (3,550) -13.37% -2.67%

2 16,260 2.54% 0.51%

3 253,220 22.77% 4.55%

4 34,080 4.52% 0.90%

5 16,030 6.32% 1.26%

6 56,700 18.58% 3.72%

7 12,550 7.34% 1.47%

385,290 11.81% 2.36%
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The figures in the Historic EAV (1997-2001) Table clearly document that the buildings and site im-
provements associated with RPA 1 have modest increasing economic value and are essentially re-
gressing in their ability to maintain reasonable levels of tax generation. In 1997, the assessed value
of RPA 1 was $3,262,780. In 2001, the assessed value was $3,648,070. This $385,290 increase
in EAV equates to an approximate 11.86% increase since 1997 and an average annual percent
change of 2.36%. In comparison, the assessed value of St. Louis County as a whole grew 18.4%
since 1997 and averaged a 3.7% annual percent change. The Consumer Price Index (CPI), a
measure of changes in prices by consumers tracked by the U.S. Department of Labor, increased by
12.3% since 1997 and enjoyed a 2.5% annual percent change.

By comparison, the following table summarizes the annual EAV from 1997-2000, the growth rate of
assessed value over the same period, and the average annual growth rate.

Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2000
Crestwood RPA 1
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000
1 26,560 26,560 22,980 22,980
2 640,480 640,480 656,260 656,260
3 1,111,900 1,111,900 1,329,660 1,329,660
4 754,110 754,110 758,400 758,400
5 253,730 253,730 256,930 256,930
6 305,120 305,120 347,580 347,580
7 170,880 170,880 177,510 177,510
3,262,780 3,262,780 3,549,320 3,549,320
Change 1997-2000
Total Area %
Change Change Annual Average
Parcel From 1997- From 1997- % Change Over
Number 2000 2000 Previous Year

1 (3,580) -13.48% -2.70%

2 15,780 2.46% 0.49%

3 217,760 19.58% 3.92%

4 4,290 0.57% 0.11%

5 3,200 1.26% 0.25%

6 42,460 13.92% 2.78%

7 6,630 3.88% 0.78%

286,540 8.78% 1.76%

The figures in the Historic EAV (1997-2000) Table document that the buildings and site improve-
ments associated with RPA 1 have been subject to relatively level growth. In 1997, the assessed
value of RPA 1 was $3,262,780. In 2001, the assessed value was $3,549,320. This $286,540 in-
crease in EAV equates to an approximate 8.78% increase and an average annual percent change
of 1.76% from 1997-2001. In comparison, the assessed value of St. Louis County as a whole grew
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12% from 1997-2000 and averaged a 2.4% annual percent change. The Consumer Price Index
(CPI), a measure of changes in prices by consumers tracked by the U.S. Department of Labor, in-
creased by 9.5% and enjoyed a 2.4% annual percent change during the same period.

The real property growth of RPA 1 is below local and national measures.
5. Redevelopment Strategy for RPA 1

Our experience with similar redevelopment project areas suggests that TIF is a preferred economic
development tool utilized by developers to offset public redevelopment costs. Therefore, our analy-
sis will assess the ability of the City to employ TIF as a form of public assistance. Other forms of
public assistance (Transportation Development Districts, Chapter 353, etc.) may also be used in
connection with TIF, or in lieu of TIF, if necessary. We recommend assessing the merits of each
program on a project specific basis.

As a result of the preliminary analysis of the existing conditions in RPA 1, PGAV believes that there
is evidence to support the finding that the Area qualifies as a “Blighted Area”, within the meaning of
the Real Property Tax Increment Allocation Redevelopment Act (TIF Act). Because the property is
a comparatively new property (approximately 17 years old), it will not qualify under the “Conserva-
tion Area” criteria prescribed in the TIF Act (as do other areas in the City in which you are evaluat-
ing redevelopment). The “Economic Development” designation provisions of the Act are faulty and
have been declared unconstitutional by an out-State circuit court. This action by a circuit court
would normally not be considered definitive case law (since this situation was never reviewed by a
higher court). However, most attorneys in the State who have practiced heavily in Missouri redevel-
opment law have suggested that this method of designation not be used. This is especially true if
there is any potential for a legal challenge to a city’s designation of a TIF redevelopment area in this
fashion. Thus, we are left with only the “Blighted Area” criteria to use as a basis for designation. To
use this method for creating a redevelopment area, we must find that conditions exist that comply
with the “Blighted Area” definition of the Act:

"Blighted Area", an area which, by reason of the predominance of defective or inade-
guate street layout, unsanitary or unsafe conditions, deterioration of site improvements,
improper subdivision or obsolete platting, or the existence of conditions which endanger
life or property by fire and other causes, or any combination of such factors, retards the
provision of housing accommodations or constitutes an economic or social liability or a
menace to the public health, safety, morals, or welfare in its present condition and use.

This preliminary investigation and analysis indicates that RPA 1 would meet the criteria contained in
the Act for designation as a “Blighted Area”. Watson Plaza is unquestionably representative of an
obsolete shopping center design and is an economic liability to the City and overlapping ad valorem
taxing jurisdictions. If the City decides to proceed with the preparation of a redevelopment plan for
RPA 1, further investigation and analyses should be completed.

6. Comparable Data (RPA 1)

We reviewed comparable market data for unimproved (without structures), commercial land value in
Crestwood. We selected the value associated with the land, at the time of redevelopment, for the
Drive-In Theater property. Our research assigns a value of $9.03 per square foot for unimproved,
commercial land in Crestwood.

In an effort to establish a base measure for the amount of redevelopment assistance the City may

consider as a part of RPA 1, we compared the market value for unimproved, commercial land in
Crestwood to the existing market value of the improved properties (including structures) within RPA
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1. Although the existing improvements in RPA 1 are providing minimal economic benefits to the
City and the other taxing districts and are generating income for owners of the property, we believe
that the current state of decline for these properties will continue, resulting in vacancies, or in Class
B, C or D uses in the available space. As a result, RPA 1 has some market value above that of va-
cant land. However, we have determined that the available properties in RPA 1 have a greater fu-
ture economic value if the existing improvements are removed, and in their place, are constructed
new and higher uses with associated improvements. The comparable data will allow for an as-
sessment between the costs of removing the existing improvements (the market value of the prop-
erties above the land value) and the potential future market value of the property with new and
higher improvements as a part of a redevelopment project.

This analysis will identify the incremental value above market conditions associated with acquiring
improved property in RPA 1 when compared to the estimated value of acquiring an unimproved,
commercial land site at the same location. We recommend that the incremental cost difference be-
tween unimproved and improved land associated with acquiring the existing properties be consid-
ered for redevelopment assistance because those costs exceed the market value for developable
property in the market. Therefore, it is unlikely that a developer will pursue redevelopment of the
property if the cost to acquire property, and consequently, demolish the existing structures, exceeds
comparable market values for unimproved land.

The following table summarizes the estimated market value of the subject properties for 2001 and
the difference in cost when evaluated against comparable unimproved land market values for the
total area.

Estimated Cost Differential

2001
RPA 1
City of Crestwood, Missouri
Market
Value less
Comparable | Comparable
Comparable | Unimproved Value per
2001 Market | Unimproved | Land Value | Square Foot
2001 Estimated Value per Market per Square | (Cost Differ- Total Cost
Market Value Square Foot Value Foot ential) Differential
13,680,263 17.44 7,084,176 9.03 8.41 6,596,087

In 2001, the market value per square foot of RPA 1 was $17.44. The cost difference between the
market value and the comparable land value is $8.41 per square foot. The 2001 market value of
$13,680,263 is $6,596,087 greater than the comparable land value of $7,084,176. It is evident that
the existing value of the combined land and structures within RPA 1 significantly exceeds the value
of comparable land prices within the Crestwood market.

The need for public assistance to subsidize property acquisition and structural demolition will be a
necessary consideration. The probability that the center may be sold will be heavily dependent on
Mr. Grewe’s asking price. To our knowledge, the center was last marketed for sale in 1998. Ac-
cording to parties consulted in 1998, the asking price was $200/square foot based on the buildings’
net leaseable square footage. Any sale of this center is complicated by the ownership interests in
the property. While the bulk of the land and improvements are owned by Watson Plaza Associates,
the Service Merchandise building is owned by that company. In 1998, we believed that the asking
price was at least twice what this property is worth during the 1998 commercial real estate market.

R
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To verify our thinking at that time, we consulted two reliable sources of commercial real estate
valuation.

First, we contacted Real Estate Analysts Limited (REAL). This company is the leading commercial
real estate appraisal organization in the St. Louis area. Our conversations with a principal of this
firm indicated that a realistic value was probably between $75 and $100 per square foot of building
area. Some factors were considered in narrowing this range. For example, the vacancies affect the
value negatively. In addition, Crestwood is considered a mature (or built out) retail market. There-
fore, it was believed that this property would not command the same sale price that it might in one
of the booming areas of St. Charles County for example. They suggested that the real market
value was probably $85 per square foot. In order to confirm this valuation, we obtained the St.
Louis County Assessor’s full appraisal report calculations for all of the parcels comprising Watson
Plaza. This data further confirmed that the value was in the $85 per square foot range.

Certainly, market conditions and occupancy of the property have changed since 1998 and current
conditions would suggest that the value of this property today is at least no greater (and maybe less
than) it was in 1998. Competition from other retail developments in the market since 1998 (Kirk-
wood Commons, Sunset Plaza, etc.) do not improve its marketability in its present occupying condi-
tion and physical configuration. If the City pursues redevelopment in the area, an up-to-date market
valuation analysis will be necessary at that time.

In addition, other potential costs have not been evaluated and will be subject to the specific propos-
als submitted by developers. These costs may include the “buy-out” of leasehold interests for exist-
ing tenants in RPA 1; relocation expenses for existing companies; infrastructure costs associated
with redevelopment; and, professional fees associated with the redevelopment. Certainly, a new
traffic entryway to the development will need to be constructed to eliminate the hazardous condi-
tions of the current alignment. This reconfiguration will likely require work to Watson Road. In addi-
tion the existing tenants within Watson Plaza will need to be relocated.

7. RPA 1 Summary Conclusions

This preliminary investigation indicates that RPA 1 would meet the criteria for TIF designation. With
the closing of the Service Merchandise store, over 60,000 square feet of space is currently vacant.
The Service Merchandise building will be particularly difficult to reuse due to its two level configura-
tion, one of which is below grade™. The center has become an economic liability given its out-dated
physical layout, excessive vacancies, and declining contribution to the tax revenues of the City and
ad valorem tax jurisdictions. The City should consider the economic and functional obsolescence of
the property when evaluating redevelopment strategies.

In addition, our findings reveal that there are significant costs involved in the acquisition of property
and the subsequent demolition of structures in RPA 1. At the very minimum, an approximate base
of $6.6 million in TIF funds, not including the costs of financing, will be necessary to encourage de-
velopment in RPA 1. Additional costs of redevelopment will need to be evaluated on a project spe-
cific basis and are likely to increase a request for TIF funds.

! Remember that the Service Merchandise building has a basement where the merchandise that was sold to
customers was actually stored, thus making it atwo level retail building. Thiswill make this space virtually

difficult to lease to other retailers.
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C. RPA 2 - OLD SAPPINGTON AND WATSON ROADS

The following discussion summarizes preliminary observations and available data about the subject
properties located in the Redevelopment Project Area 2 (RPA 2) including Meineke, two retail centers,
two residential properties and a vacant lot.

1. Project Area (RPA 2)

The boundaries of RPA 2 are the northern right-of-way of Watson Road, existing residential to the
south, the western right-of-way of Old Sappington Road, and the former Drive-In Theater commer-
cial properties to the east. The boundaries of RPA 2 are shown on Plate 4 — Proposed RPA 2
Map in Appendix. This area is comprised of 5 parcels containing approximately 5.79 acres of land.
Taxpayer data for each parcel, as provided by the St. Louis County Assessor’s Office, is provided
in Table A-2, Most Recent Equalized Assessed Valuation and Taxpayer Data (2001) in Ap-
pendix. The location of each of these parcels is identified on Plate 5 — Proposed RPA 2 Parcel
Identification Map in Appendix.

2. Field Observation Summary (RPA 2)

We conducted a preliminary investigation of the physical conditions within RPA 2. The following is
a summary of our findings:

There are multiple ingress/egress points along Watson Road and Old Sappington Road
that create hazardous traffic conditions.

Residential properties show signs of dilapidation.
There is no accessibility to the vacant parcel of land.
The existence of obsolete platting.

The observation of overgrown vegetation as well as visible trash and debris on residential
and commercial properties.

3. Data Summary (RPA 2)

We compiled available data on RPA 2 from the St. Louis County Assessor’s office, the City of
Crestwood and other resources, when necessary, to review the Equalized Assessed Value (EAV) of
real property within the Area. Personal property tax data for RPA 2 was not available. The real and
personal property taxes produced by a given property are a direct function of both its assessed
value and the current tax rate. The assessed value of a property is determined by the St. Louis
County Assessor and is based on the estimated market value of the property and equipment owned
by the building tenant. As such, the assessed value is an accepted indicator of the value of the
property and its ability to generate property taxes for the taxing jurisdictions.

The tables below summarize the annual EAV from 1997-2001, the growth rate of assessed value
over the same period, and the average annual growth rate.
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Historic Equalized Assessed Value and Percent Change By Parcel

1997 - 2001

Crestwood RPA 2
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000 2001
1 73,320 73,320 74,660 74,660 75,940
2 45,950 45,950 46,720 46,720 48,290
3 23,450 23,450 24,590 24,590 23,500
4 5,910 5,910 5,910 5,910 5,910
5 168,090 168,090 172,410 172,410 220,480
6 116,130 116,130 118,980 118,980 152,260
432,850 432,850 443,270 443,270 526,380
Change 1997-2001
Total Average An-
Parcel Change % Change nual % Change
Number | 1997-2001 1997-2001 1997-2001

1 2,620 3.57% 0.71%

2 2,340 5.09% 1.02%

3 50 0.21% 0.04%

4 - 0.00% 0.00%

5 52,390 31.17% 6.23%

6 36,130 31.11% 6.22%

93,530 21.61% 4.32%

The figures in the Historic EAV (1997-2001) Table clearly document that the buildings and site im-
provements associated with RPA 2 have comparable economic values to St. Louis County and na-
tional averages. In 1997, the assessed value of RPA 2 was $432,850. In 2001, the assessed value
was $526,380. This $93,530 increase in EAV equates to an approximate 21.61% increase since
1997 and an average annual increase of 4.32%. In comparison, the assessed value of St. Louis
County as a whole grew 18.4% since 1997 and averaged a 3.7% annual percent change. The
Consumer Price Index (CPI), a measure of changes in prices documented by the U.S. Department
of Labor, increased by 12.3% since 1997 and enjoyed an annual percent change of 2.5%.

By comparison, the following tables summarize the annual EAV from 1997-2000, the growth rate of
assessed value over the same period, and the average annual growth rate.

R
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Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2000
Crestwood RPA 2
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000
1 73,320 73,320 74,660 74,660
2 45,950 45,950 46,720 46,720
3 23,450 23,450 24,590 24,590
4 5,910 5,910 5,910 5,910
5 168,090 168,090 172,410 172,410
6 116,130 116,130 118,980 118,980
432,850 432,850 443,270 443,270
Change 1997-2000

Total Average Annual

Parcel Change % Change % Change

Number | 1997-2000 | 1997-2000 1997-2000
1 1,340 1.83% 0.37%
2 770 1.68% 0.34%
3 1,140 4.86% 0.97%
4 - 0.00% 0.00%
5 4,320 2.57% 0.51%
6 2,850 2.45% 0.49%
10,420 2.41% 0.48%

The figures in the Historic EAV (1997-2000) Table document that the buildings and site improve-
ments associated with RPA 2 have incurred minimal growth levels. In 1997, the assessed value of
RPA 2 was $432,850. In 2000, the assessed value was $443,270. This $10,420 increase in EAV
equates to an approximate 2.41% increase and an average annual percent change of 0.48% from
1997-2000. In comparison, the assessed value of St. Louis County as a whole grew 12% from
1997-2000 and averaged a 2.4% annual percent change. The Consumer Price Index (CPI), a
measure of changes in prices by consumers tracked by the U.S. Department of Labor, increased by
9.5% and enjoyed a 2.4% annual percent change during the same period.

The real property growth of RPA 2 is below local and national measures when 2001 data is re-
moved from evaluation.

4. Redevelopment Strategy for RPA 2

There are generally two approaches the City could take to facilitate redevelopment of RPA 2.
These include TIF and Chapter 353. A Chapter 353 Redevelopment Area is a redevelopment
mechanism that preceded the concept of TIF. Chapter 353 areas are designated in a fashion simi-
lar to TIF (a finding that the area is blighted must be made). However, there are several distinc-
tions. One distinction is that the process does not involve an entity like a TIF commission. The City
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holds the public hearing and reviews the redevelopment plan. A second distinction between TIF
and 353 is that rather than property tax increment being used to finance project costs, property
taxes in the designated area are abated. Because 353 provides for tax abatement of property taxes
no revenue is generated that can pay for redevelopment costs. Presumably, the developer uses
the funds that would have otherwise been paid in property taxes to reimburse extraordinary devel-
opment costs.

a. Tax Increment Financing

As a result of the preliminary analysis of the existing conditions in RPA 2, PGAV believes that there
is evidence to support the finding that the Area qualifies as a “Conservation Area”, within the mean-
ing of the Real Property Tax Increment Allocation Redevelopment Act (TIF Act). The area is eligible
for the “Conservation” designation, due in large part to 71% of the structures being at least 35 years
of age or older, according to St. Louis County Assessor records. In addition, an area under the
“Conservation” qualification is not subjected to the degree of public criticism and negative stigma-
tism associated with the “Blighted Area” qualification. We feel that qualifying RPA 2 as a “Conser-
vation Area” may assist in communicating the need for redevelopment to the community. The TIF
Act defines a “Conservation Area” as:

...any improved area within the boundaries of a redevelopment area located within the territorial
limits of a municipality in which fifty percent or more of the structures in the area have an age of
thirty-five years or more. Such an area is not yet a blighted area but is detrimental to the public
health, safety, morals, or welfare and may become a blighted area because of any one or more
of the following factors: Dilapidation; obsolescence; deterioration; illegal use of individual struc-
tures; presence of structures below minimum code standards; abandonment; excessive vacan-
cies; overcrowding of structures and community facilities; lack of ventilation, light or sanitary fa-
cilities; inadequate utilities; excessive land coverage; deleterious land use or layout; deprecia-
tion of physical maintenance; and lack of community planning. A conservation area shall meet
at least three of the factors provided in this subdivision for projects approved on or after the ef-
fective date of the section :...( R.S.Mo 99.805).

This preliminary investigation and analysis indicates that the Area would meet the criteria contained
in the Act for designation as a “Conservation Area”. The physical characteristics demonstrate an
area that is an increasing safety and health liability to the City.

b. Chapter 353

Chapter 353 areas are designated in a fashion similar to TIF (a finding that the area is blighted must
be made). As previously discussed, qualifying an area as “blighted” may subject the City to poten-
tial reactions from the media and public as a result of the controversy surrounding the term
“blighted”. However, Chapter 353 has been successfully used on the Drive-In Theater property for
the development containing a Schnuck’s, Best Buy and Big K-Mart. The Urban Redevelopment
Corporations Law defines “Blighted Area” as:

...that portion of the city within which the legislative authority of such city determines that
by reason of age, obsolescence, inadequate or outmoded design or physical deteriora-
tion, have become economic and social liabilities, and that such conditions are conducive
to ill health, transmission of disease, crime or inability to pay reasonable taxes.

Our preliminary investigation suggests that RPA 2 could meet the criteria for a “Blighted
Area” as defined by Chapter 353. As our preliminary physical investigation noted, there is
evidence of physical deterioration of structures, obsolete land uses and platting, aging prop-
erties, and conditions that threaten the health, safety and welfare of the community.
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5. Comparable Data (RPA 2)

We reviewed comparable data for unimproved (without structures), commercial land market value in
Crestwood. We selected the market value associated with the land, at the time of redevelopment,
for the Drive-In Theater property. Our research assigns a market value of $9.03 per square foot for
unimproved, commercial land.

In an effort to establish a base measure for the amount of redevelopment assistance the City may
consider as a part of RPA 2, we compared the market value of unimproved, commercial land in
Crestwood to the existing market value of the improved properties (including structures) within RPA
2. Although the existing improvements in RPA 2 are providing minimal economic benefits to the
City and the other taxing districts and are generating income for owners of the property, we believe
that the current state of decline for these properties will continue, resulting in vacancies, underutili-
zation of property , or in Class B, C or D uses in the available space. As a result, RPA 2 has some
market value above that of vacant land. However, we have determined that the available properties
in RPA 2 have a greater future economic value if the existing improvements are removed, and in
their place, are constructed new and higher uses with associated improvements. The comparable
data will allow for an assessment between the costs of removing the existing improvements (the
market value of the properties above the land value) and the potential future market value of the
property with new and higher improvements as a part of a redevelopment project.

This analysis will identify the increased market values associated with acquiring improved property
in RPA 2 when compared to the estimated market values of acquiring an unimproved, commercial
land site at the same location. We recommend that any incremental cost difference between unim-
proved and improved land values associated with acquiring the existing properties be considered
for redevelopment assistance because those costs exceed the market value for developable prop-
erty in the market. Therefore, it is unlikely that a developer will pursue redevelopment of the prop-
erty if the cost to acquire property, and consequently, demolish the existing structures, exceeds
comparable market values.

The following table summarizes the estimated market value of the subject properties for 2001 and
the difference in cost when evaluated against comparable unimproved land market values for the
total area.

Cost Differential
2001
Crestwood RPA 2
City of Crestwood, Missouri

Market
Value less
Comparable | Comparable
Comparable | Unimproved Value per
2001 Market | Unimproved | Land Value | Square Foot
2001 Estimated Value per Market per Square | (Cost Differ- Total Cost
Market Value Square Foot Value Foot ential) Differential
2,173,287 8.62 2,277,478 9.03 (0.41) (104,191)

In 2001, the market value per square foot of RPA 2 was $8.62. The market value is $0.41 per

square foot below the comparable value of $9.03 per square foot.

The 2001 market value of

R
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$2,173,287 is $104,191 less than the comparable land value of $2,277,478. The existing value of
the combined land and structures within RPA 2 is below the market value of comparable land prices
within the Crestwood market. This outcome is due, in part, to the conditions described within our
analysis of the physical properties and economic conditions of RPA 2 as well as the significant
amount of vacant residential property covering the area.

Our analysis reveals that the subject properties are below comparable market values for unim-
proved land in the market area and should not be considered an extraordinary development cost.
Therefore, any need for TIF funds identified toward land acquisition by developers warrants in-
creased scrutiny. However, other potential costs have not been evaluated and will be subject to the
specific proposals submitted by developers. These costs may include the “buy-out” of leasehold in-
terests for existing tenants in RPA 2; relocation expenses for existing companies and homeowners;
infrastructure costs associated with redevelopment; site improvements; and, professional fees as-
sociated with the redevelopment. In particular, entry and exit points into the redevelopment area
will need to be restructured and the commercial properties contain multiple tenants who may be
subject to relocation.

6. RPA 2 Summary Conclusion

This preliminary investigation indicates that RPA 2 will meet the criteria for TIF designation as a
“Conservation Area”. In addition, our findings suggest that RPA 2 will meet the criteria for a
“Blighted Area” under the Chapter 353 provisions. The physical deterioration, obsolete platting, ex-
cessive curb cuts and rapidly declining revenue contribution to the City’s and other taxing jurisdic-
tion’s tax base is an economic liability and safety hazard within the community. The City should
consider the economic and physical obsolescence of the properties when evaluating redevelopment
proposals.

In addition, we found that the cost of the improved properties is slightly below the market rate for
unimproved properties within the market. Therefore, the cost of property acquisition should not im-
pede the financial viability of a redevelopment project. The real need here (for a redevelopment
mechanism) is not so much monetary as it is a need to condemn the convoluted ownership and
lease interests associated with these parcels.

The City will need to evaluate the costs and benefits of implementing a TIF versus a Chapter 353
redevelopment area. There are a few issues to consider while measuring the applicability of either
redevelopment mechanism. Without the encumbrances associated with subsidizing property ac-
quisition, future TIF revenues can be applied toward other redevelopment costs within RPA 2 or
other RPA’s (a concept we will address in our concluding comments) with a Watson Road Redevel-
opment Project Area. In lieu of allocating increment to additional RPA'’s, stands the possibility of
minimizing the amount of public assistance applied toward redevelopment, thereby reducing the pe-
riod of financing and expediting the full contribution of the project to the tax base.

Chapter 353 may be more advantageous if redevelopment costs are not very substantial. The as-
sociated costs of financing TIF notes and bonds can be avoided by giving a property tax exemption
as an incentive to invest in redevelopment costs. The advantage for developers in using TIF is the
fact that they are directly reimbursed for redevelopment costs they incur. Under Chapter 353, the
property owner, or lease holder in the case of a triple net lease, accrues the benefits of property tax
exemption over a period of time. Although a developer may maintain ownership of the develop-
ment, thereby receiving the benefits of property exemption, this is not always the case. In the event
of a change in ownership, the new proprietor will receive the benefits of tax exemption without pay-
ing the upfront costs of redevelopment, and the developer will not fully recover those redevelopment
costs. This is a risk the developer must undertake when entering into a Chapter 353 agreement
with the City.
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The merits of either tool will warrant further investigation as project proposals are considered.
Chapter 353 offers the City a quicker process to initiate redevelopment. If the City’s intentions are
to redevelop RPA 2 in the immediate future, this mechanism is the proper economic tool to imple-
ment. However, if the City would want to pursue redevelopment (without impacting or impeding a
potential development proposal in the immediate future), and assist in offsetting redevelopment
costs in other Redevelopment Project Areas in the City with increment generated in RPA 2, than
TIF is the optimal mechanism.

D. RPA 3 — CIRCUIT CITY SHOPPING CENTER AND ADJACENT PARCELS TO THE
WEST

The following discussion summarizes preliminary observations and available data about the subject
properties located in Redevelopment Project Area 3 (RPA 3) which includes the Circuit City and adjoin-
ing strip mall, Gundaker Realty, Mattress Giant, Magna Visual, Pier 1 Imports, and Forest View Apart-
ments.

1. Project Area (RPA 3)

The boundaries of RPA 3 are the northern right-of-way of Watson Road, existing residential and
commercial properties to the east, southeastern residential properties, and western commercial
properties occupying the former Drive-In Theater location. The boundaries of RPA 3 are shown on
Plate 6 — Proposed RPA 3 Map in Appendix. This area is comprised of 7 parcels containing ap-
proximately 25.44 acres of land. Taxpayer data for each parcel, as provided by the St. Louis Count
Assessor’s Office, is provided in Table A-3, Most Recent Equalized Assessed Valuation and
Taxpayer Data (2001) in Appendix. The location of each of these parcels is identified on Plate 7 —
Proposed RPA 3 Parcel Identification Map in Appendix.

2. FIELD OBSERVATION SUMMARY (RPA 3)

We conducted a preliminary investigation of the physical conditions within RPA 3. The following is
a summary of our findings:

The apartment complex displays deteriorating concrete steps, decomposing landscaping
walls, excessive wear on tar paper roof, unsanitary water drainage, and standing water in
parking areas;
Foundational cracks exist on commercial buildings.
Excessive curb cuts are located along Watson Road.
Obstructed Watson road ingress/egress sightlines.
Poorly designed internal traffic circulation.
Trash and debris scattered among commercial properties.
3. Data Summary (RPA 3)
We compiled available data on RPA 3 from the St. Louis County Assessor’s office, the City of Crest-
wood and other resources, when necessary, to review the Equalized Assessed Value (EAV) of real
property within the Area. Personal property tax data for RPA 3 was not available. The tables below

summarize the annual EAV from 1997-2001, the growth rate of assessed value over the same pe-
riod, and the average annual growth rate. The real and personal property taxes produced by a
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by a given property are a direct function of both its assessed value and the current tax rate. The
assessed value of a property is determined by the St. Louis County Assessor and is based on the
estimated market value of the property and equipment owned by the building tenant. As such, the
assessed value is an accepted indicator of the value of the property and its ability to generate prop-
erty taxes for the taxing jurisdictions.

The tables below summarize the annual EAV from 1997-2001, the growth rate of assessed value
over the same period, and the average annual growth rate.

Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2001
Crestwood RPA 3
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel

Number 1997 1998 1999 2000 2001
1 221,090 221,090 227,710 227,710 246,050
2 813,980 813,980 835,560 835,560 953,670

3 39,650 39,650 45,560 45,560 47,650

4 478,500 478,500 448,000 448,000 465,570

5 119,550 119,550 127,140 127,140 131,710

6 140,260 140,260 151,110 151,110 155,970

7 1,422,630 1,422,630 1,490,750 1,490,750 1,725,510
3,235,660 3,235,660 3,325,830 3,325,830 3,726,130

Change 1997-2001

Average Annual

Parcel Total Change % Change % Change
Number 1997-2001 1997-2001 1997-2001
1 24,960 11.29% 2.26%
2 139,690 17.16% 3.43%
3 8,000 20.18% 4.04%
4 (12,930) -2.70% -0.54%
5 12,160 10.17% 2.03%
6 15,710 11.20% 2.24%
7 302,880 21.29% 4.26%
490,470 15.16% 3.03%

The figures in the Historic EAV (1997-2001) Table document that the buildings and site improve-
ments associated with RPA 3 have modestly increasing economic value and are diminishing in their
long-term ability to maximize tax generation. In 1997, the assessed value of RPA 3 was
$3,235,660. In 2001, the assessed value was $3,726,130. This $490,470 increase in EAV equates
to an approximate 15.16% increase since 1997 and an annual average increase of 3.03%. In com-
parison, the assessed value of St. Louis County as a whole grew 18.4% since 1997 and averaged a
3.7% annual percent change. The Consumer Price Index (CPI), a measure of changes in prices by
consumers tracked by the U.S. Department of Labor, increased by 12.3% since 1997 and enjoyed a
2.5% annual percent change.
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By comparison, the following tables summarize the annual EAV from 1997-2000, the growth rate of
assessed value over the same period, and the average annual growth rate.

Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2000
Crestwood RPA 3
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000
1 221,090 221,090 227,710 227,710
2 813,980 813,980 835,560 835,560
3 39,650 39,650 45,560 45,560
4 478,500 478,500 448,000 448,000
5 119,550 119,550 127,140 127,140
6 140,260 140,260 151,110 151,110
7 1,422,630 1,422,630 1,490,750 1,490,750
3,235,660 3,235,660 3,325,830 3,325,830
Change 1997-2000
Annual
Total Average %
Parcel Change % Change Change 1997-
Number | 1997-2000 1997-2000 2000

1 6,620 2.99% 0.60%

2 21,580 2.65% 0.53%

3 5,910 14.91% 2.98%

4 (30,500) -6.37% -1.27%

5 7,590 6.35% 1.27%

6 10,850 7.74% 1.55%

7 68,120 4.79% 0.96%

90,170 2.79% 0.56%

The figures in the Historic EAV (1997-2000) Table document that the buildings and site improve-
ments associated with RPA 3 have incurred minimal growth levels. In 1997, the assessed value of
RPA 3 was $3,235,660. In 2000, the assessed value was $3,325,830. This $90,170 increase in
EAV equates to an approximate 2.79% increase and an average annual percent change of 0.56%
from 1997-2000. In comparison, the assessed value of St. Louis County as a whole grew 12% from
1997-2000 and averaged a 2.4% annual percent change. The Consumer Price Index (CPI), a
measure of changes in prices by consumers tracked by the U.S. Department of Labor, increased by
9.5% and enjoyed a 2.4% annual percent change during the same period.

The real property growth of RPA 3 is slightly below local and national measures.
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4. Redevelopment Strategy for RPA 3

Our experience with similar redevelopment areas suggests that TIF is the preferred economic de-
velopment tool utilized by developers to offset public redevelopment costs. Therefore, our analysis
will assess the ability of the City to employ TIF as a form of public assistance. Other forms of public
assistance (i.e., Transportation Development Districts, Chapter 353) may also be used in connec-
tion with TIF, or in lieu of TIF, if necessary. We recommend assessing the merits of each program
on a project specific basis.

As a result of the preliminary analysis of the existing conditions in RPA 3, PGAV believes that there
is significant evidence to support the finding that RPA 3 qualifies as a “Conservation Area”, within
the meaning of the Real Property Tax Increment Allocation Redevelopment Act (TIF Act). The Act
defines a “Conservation Area” as:

...any improved area within the boundaries of a redevelopment area located within the territorial
limits of a municipality in which fifty percent or more of the structures in the area have an age of
thirty-five years or more. Such an area is not yet a blighted area but is detrimental to the public
health, safety, morals, or welfare and may become a blighted area because of any one or more
of the following factors: Dilapidation; obsolescence; deterioration; illegal use of individual struc-
tures; presence of structures below minimum code standards; abandonment; excessive vacan-
cies; overcrowding of structures and community facilities; lack of ventilation, light or sanitary fa-
cilities; inadequate utilities; excessive land coverage; deleterious land use or layout; deprecia-
tion of physical maintenance; and lack of community planning. A conservation area shall meet
at least three of the factors provided in this subdivision for projects approved on or after the ef-
fective date of the section :...( R.S.Mo 99.805).

This preliminary investigation and analysis indicates that RPA 3 meets the criteria contained in the
Act for designation as a “Conservation Area”. According to the St. Louis County Assessor’s re-
cords, 95% (43 out of 45) of the structures are at least 35 years of age or older. The physical and
economic conditions of the subject properties are detrimental to the welfare of the community and
are an economic liability to the City and other ad valorem taxing jurisdictions. If the Board of Alder-
man decides to proceed with the preparation of a Redevelopment Plan for RPA 3, further investiga-
tion and analyses should be completed.

5. Comparable Data (RPA 3)

We reviewed comparable data for commercial land value in Crestwood. We selected the value as-
sociated with the land for the Drive-In Theater property at the time of redevelopment. Our research
assigns a value of $9.03 per square foot for commercial land in Crestwood.

Our discussions with the City have indicated that a Senior Living Community would be a beneficial
addition to the community’s assets. Taking this need into consideration, we evaluated redevelop-
ment costs of RPA 3 within the framework of a mixed-use development consisting of retail and sen-
ior residential components. As a result, we conducted an analysis to determine the comparable
market value attributable to land in a Senior Living Community. Using data from the St. Louis
County Assessor’s office, we have concluded that an estimated average value of $1.74 per square
foot applies to senior residential property in St. Louis County.

In an effort to establish a base measure for the amount of redevelopment assistance the City may
consider as a part of a RPA 3, we compared the value a developer would pay for commercial land
(without structures) and senior residential land (without structures) in Crestwood to the existing
market value of the properties (including structures) within RPA 3. Although the existing improve-
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ments in RPA 3 are providing some economic benefits to the City and the other taxing districts and
are generating income for owners of the property, we believe that the current state of decline for
these properties will continue, resulting in vacancies, or in Class B, C or D uses in the available
space. As a result, RPA 3 has some market value above that of vacant land. However, we have
determined that the available properties in RPA 3 have a greater future economic value if the exist-
ing improvements are removed, and in their place, are constructed new and higher uses with asso-
ciated improvements. The comparable data will allow for an assessment between the costs of re-
moving the existing improvements (the market value of the properties above the land value) and the
potential future market value of the property with new and higher improvements as a part of a rede-
velopment project.

This analysis will reveal any extraordinary costs above market conditions associated with acquiring
existing property in RPA 3 when compared to the estimated cost of acquiring a hypothetical land
site at the same location. We recommend that any extraordinary costs associated with acquiring
the existing properties be considered for redevelopment assistance because those costs exceed
the market rate for developable property in the market. Therefore, it is unlikely that a developer will
pursue redevelopment of the property if the cost exceeds comparable market values.

The following table summarizes the estimated market value of the subject properties for 2001 and
the difference in cost applied to comparable market values for the same total area. Our assump-
tions compare a mix of 75% retail and 25% senior living after redevelopment.

Estimated Cost Differential
2001
Crestwood RPA 3
City of Crestwood, Missouri

Market Value
less
Comparable
Comparable Comparable Value per
2001 2001 Market Unimproved Unimproved Square Foot
Estimated Value per Market Land Value per (Cost Total Cost
Market Value Square Foot Value Square Foot Differential) Differential
RPA 3
(Commercial) 11,721,527 14.10 7,505,057 9.03 5.07 4,216,470
RPA 3
(Residential) 3,907,176 14.10 482,052 1.74 12.36 3,425,123
Total Comparison 15,628,703 7,987,109 7,641,594

In 2001, the existing market value per square foot of the RPA 3 was $14.10. The market value is
$5.07 per square foot above the comparable commercial value of $9.03 per square foot and $12.36
per square foot above the comparable residential value of $1.74 per square foot. The 2001 market
value is a combined $7,641,594 above the comparable market value for the 25.44 acres. The exist-
ing value of the combined land and structures within RPA 3 is significantly above the market value
of comparable commercial and senior living residential land prices within the St. Louis County mar-
ket.

The need for public assistance to subsidize property acquisition does appear to be a necessary
consideration for redevelopment. In addition, other potential costs have not been evaluated and will
be subject to the specific proposals submitted by developers. These costs may include: the “buy-
out” of leasehold interests for existing tenants in RPA 3; relocation expenses for existing compa-
nies; infrastructure costs associated with redevelopment; and, professional fees associated with the
redevelopment. Specifically, RPA 3 has considerable grading issues which may further impact
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storm water detention and the Area currently does not have a central, unifying road network — a ne-
cessity for eliminating curb cuts and improving traffic flow in this redevelopment area.

6. RPA 3 Summary Conclusion

This preliminary investigation indicates that RPA 3 would meet the criteria for TIF designation. In
addition, our findings denote that there is a significant cost involved in the acquisition of property in
RPA 3. An estimated $7.5 million, not including costs of financing, is a base for the amount of as-
sistance that may be necessary to encourage redevelopment of RPA 3. In all likelihood, the
amount of assistance will exceed this initial estimate.

E. RPA 4 - WATSON INDUSTRIAL PARK

The following discussion summarizes preliminary observations and available data about the subject
properties located in Redevelopment Project Area 4 (RPA 4) which includes the Watson Industrial Park,
Sappington Cemetery, and commercial properties fronting Watson and adjoining Watson Industrial Park
Drive.

1. PROJECT AREA (RPA 4)

The boundaries of RPA 4 are the Missouri Pacific Railroad tracks to the north, Crestwood Elemen-
tary and residential properties to the northeast, Crestwood Plaza and Watson Road to the south,
and the commercial center containing Sports Authority to the east. The boundaries of RPA 4 are
shown on Plate 8 — Proposed RPA 4 Map in Appendix. This area is comprised of 28 parcels con-
taining approximately 33.73 acres of land. Taxpayer data for each parcel in RPA 4, as provide by
the St. Louis County Assessor’s Office, is provided in Table A-4, Most Recent Equalized As-
sessed Valuation and Taxpayer Data (2001) in Appendix. The location of each of these parcels
is identified on Plate 9 — Proposed RPA 4 Parcel Identification Map in Appendix.

2. FIELD OBSERVATION (RPA 4)

We conducted a preliminary investigation of the physical conditions within RPA 4. The following is
a summary of our findings:

There are excessive vacancies within the area.
Parking lots are unpaved or exhibit signs of deterioration such as potholes.

Dangerous traffic conditions exist due to parking areas, unmarked transportation corridors
and loading docks sharing the same space.

A one lane bridge over the creek presents traffic safety issues.
Privacy fences between the business park and residential areas are collapsing.
Buildings demonstrate signs of deterioration such as cracking foundations and aging roofs.

There are visible signs of trash and debris located alongside and behind buildings.
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3. DATA SUMMARY (RPA 4)

We compiled available data on RPA 4 from the St. Louis County Assessor’s office, the City of Crest-
wood and other resources, when necessary, to review the Equalized Assessed Value (EAV) of real
property within the Area. Personal property tax data for RPA 4 was not available. The tables below
summarize the annual EAV from 1997-2001, the growth rate of assessed value over the same pe-
riod, and the average annual growth rate. The real and personal property taxes produced by a
given property are a direct function of both its assessed value and the current tax rate. The
assessed value of a property is determined by the St. Louis County Assessor and is based on the
estimated market value of the property and equipment owned by the building tenant. As such, the
assessed value is an accepted indicator of the value of the property and its ability to generate prop-
erty taxes for the taxing jurisdictions.

The tables below summarize the annual EAV from 1997-2001, the growth rate of assessed value
over the same period, and the average annual growth rate.
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Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2001

Crestwood RPA 4

City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000 2001
1 444,410 444,410 452,420 452,420 416,000
2 121,730 121,730 124,070 124,070 124,130
3 72,540 72,540 84,350 84,350 88,220
4 82,370 82,370 89,280 89,280 90,560
5 116,160 116,160 123,070 123,070 128,960
6 74,620 74,620 100,220 100,220 175,740
7 229,150 229,150 262,460 262,460 268,800
8 72,930 72,930 76,380 76,380 72,000
9 98,690 98,690 104,220 104,220 108,900
10 42,720 42,720 43,300 43,300 43,330
11 99,900 99,900 112,610 112,610 175,010
12 5,090 5,090 5,090 5,090 5,090
13 16,000 16,000 18,690 18,690 19,070
14 2,860 2,860 2,910 2,910 2,910
15 89,600 89,600 96,800 96,800 128,000
16 64,250 64,250 67,230 67,230 69,630
17 122,820 122,820 124,290 124,290 144,830
18 104,000 104,000 105,080 105,080 122,910
19 74,810 74,810 81,730 81,730 94,400
20 42,720 42,720 45,470 45,470 68,900
21 171,260 171,260 180,000 180,000 190,590
22 15,870 15,870 16,260 16,260 16,350
23 170,430 170,430 174,650 174,650 190,590
24 153,570 153,570 152,990 152,990 171,360
25 118,460 118,460 122,140 122,140 126,170
26 78,680 78,680 92,380 92,380 116,230
27 152,610 152,610 163,200 163,200 194,150
28 6,370 6,370 6,370 6,370 6,370
2,844,620 2,844,620 3,027,660 3,027,660 3,359,200
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Change 1997-2001

Average Annual

Parcel | Total Change % Change % Change 1997-
Number 1997-2001 1997-2001 2001

1 (28,410) -6.39% -1.28%
2 2,400 1.97% 0.39%
3 15,680 21.62% 4.32%
4 8,190 9.94% 1.99%
5 12,800 11.02% 2.20%
6 101,120 135.51% 27.10%
7 39,650 17.30% 3.46%
8 (930) -1.28% -0.26%
9 10,210 10.35% 2.07%
10 610 1.43% 0.29%
11 75,110 75.19% 15.04%
12 - 0.00% 0.00%
13 3,070 19.19% 3.84%
14 50 1.75% 0.35%
15 38,400 42.86% 8.57%
16 5,380 8.37% 1.67%
17 22,010 17.92% 3.58%
18 18,910 18.18% 3.64%
19 19,590 26.19% 5.24%
20 26,180 61.28% 12.26%
21 19,330 11.29% 2.26%
22 480 3.02% 0.60%
23 20,160 11.83% 2.37%
24 17,790 11.58% 2.32%
25 7,710 6.51% 1.30%
26 37,550 47.72% 9.54%
27 41,540 27.22% 5.44%
28 - 0.00% 0.00%

514,580 18.09% 3.62%

The figures in the Historic EAV (1997-2001) Table document that the buildings and site improve-
ments associated with RPA 4 have constant economic value. In 1997, the assessed value of RPA
4 was $2,844,620. In 2001, the assessed value was $3,359,200. This $514,580 increase in EAV
equates to an approximate 18.09% increase since 1997 and an annual average increase of 3.62%.
In comparison, the assessed value of St. Louis County as a whole grew 18.4% since 1997 and av-
eraged a 3.7% annual percent change. The Consumer Price Index (CPI), a measure of changes in
prices by consumers tracked by the U.S. Department of Labor, increased by 12.3% since 1997 and
enjoyed a 2.5% annual percent change.

By comparison, the following tables summarize the annual EAV from 1997-2000, the growth rate of
assessed value over the same period, and the average annual growth rate.
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Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2000
Crestwood RPA 4
City of Crestwood, Missouri

Assessed Value by Year (Dollars)

Parcel
Number 1997 1998 1999 2000
1 444,410 444,410 452,420 452,420
2 121,730 121,730 124,070 124,070
3 72,540 72,540 84,350 84,350
4 82,370 82,370 89,280 89,280
5 116,160 116,160 123,070 123,070
6 74,620 74,620 100,220 100,220
7 229,150 229,150 262,460 262,460
8 72,930 72,930 76,380 76,380
9 98,690 98,690 104,220 104,220
10 42,720 42,720 43,300 43,300
11 99,900 99,900 112,610 112,610
12 5,090 5,090 5,090 5,090
13 16,000 16,000 18,690 18,690
14 2,860 2,860 2,910 2,910
15 89,600 89,600 96,800 96,800
16 64,250 64,250 67,230 67,230
17 122,820 122,820 124,290 124,290
18 104,000 104,000 105,080 105,080
19 74,810 74,810 81,730 81,730
20 42,720 42,720 45,470 45,470
21 171,260 171,260 180,000 180,000
22 15,870 15,870 16,260 16,260
23 170,430 170,430 174,650 174,650
24 153,570 153,570 152,990 152,990
25 118,460 118,460 122,140 122,140
26 78,680 78,680 92,380 92,380
27 152,610 152,610 163,200 163,200
28 6,370 6,370 6,370 6,370

2,844,620 2,844,620 3,027,660 3,027,660
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Change 1997-2000

Total Average An-
Parcel Change % Change | nual % Change
Number | 1997-2000 1997-2000 1997-2000

1 8,010 1.80% 0.36%
2 2,340 1.92% 0.38%
3 11,810 16.28% 3.26%
4 6,910 8.39% 1.68%
5 6,910 5.95% 1.19%
6 25,600 34.31% 6.86%
7 33,310 14.54% 2.91%
8 3,450 4.73% 0.95%
9 5,530 5.60% 1.12%
10 580 1.36% 0.27%
11 12,710 12.72% 2.54%
12 - 0.00% 0.00%
13 2,690 16.81% 3.36%
14 50 1.75% 0.35%
15 7,200 8.04% 1.61%
16 2,980 4.64% 0.93%
17 1,470 1.20% 0.24%
18 1,080 1.04% 0.21%
19 6,920 9.25% 1.85%
20 2,750 6.44% 1.29%
21 8,740 5.10% 1.02%
22 390 2.46% 0.49%
23 4,220 2.48% 0.50%
24 (580) -0.38% -0.08%
25 3,680 3.11% 0.62%
26 13,700 17.41% 3.48%
27 10,590 6.94% 1.39%
28 - 0.00% 0.00%
183,040 6.43% 1.29%

The figures in the Historic EAV (1997-2000) Table document that the buildings and site improve-
ments associated with RPA 4 have incurred minimal growth levels. In 1997, the assessed value of
RPA 4 was $2,844,620. In 2000, the assessed value was $3,027,660. This $183,040 increase in
EAV equates to an approximate 6.43% increase and an average annual percent change of 1.29%
from 1997-2000. In comparison, the assessed value of St. Louis County as a whole grew 12% from
1997-2000 and averaged a 2.4% annual percent change. The Consumer Price Index (CPI), a
measure of changes in prices by consumers tracked by the U.S. Department of Labor, increased by
9.5% and enjoyed a 2.4% annual percent change during the same period.

The real property growth of RPA 4 is below local and national measures when 2001 data is ex-
cluded.
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4. Redevelopment Strategy for RPA 4

Our experience with similar redevelopment areas suggests that TIF is the preferred economic de-
velopment tool utilized by developers to offset public redevelopment costs. Therefore, our analysis
will assess the ability of the City to employ TIF as a form of public assistance. Other forms of public
assistance (i.e., Transportation Development Districts, Chapter 353) may also be used in connec-
tion with TIF, or in lieu of TIF, if necessary. We recommend assessing the merits of each program
on a project specific basis.

As a result of the preliminary analysis of the existing conditions in RPA 4, PGAV believes that there
is significant evidence to support the finding that RPA 4 qualifies as a “Conservation Area”, within
the meaning of the Real Property Tax Increment Allocation Redevelopment Act (TIF Act). The Act
defines a “Conservation Area” as:

...any improved area within the boundaries of a redevelopment area located within the territorial
limits of a municipality in which fifty percent or more of the structures in the area have an age of
thirty-five years or more. Such an area is not yet a blighted area but is detrimental to the public
health, safety, morals, or welfare and may become a blighted area because of any one or more
of the following factors: Dilapidation; obsolescence; deterioration; illegal use of individual struc-
tures; presence of structures below minimum code standards; abandonment; excessive vacan-
cies; overcrowding of structures and community facilities; lack of ventilation, light or sanitary fa-
cilities; inadequate utilities; excessive land coverage; deleterious land use or layout; deprecia-
tion of physical maintenance; and lack of community planning. A conservation area shall meet
at least three of the factors provided in this subdivision for projects approved on or after the ef-
fective date of the section :...( R.S.Mo 99.805).

This preliminary investigation and analysis indicates that RPA 4 meets the criteria contained in the
Act for designation as a “Conservation Area”. According to the St. Louis County Assessor’s re-
cords, 92% (22 out of 24) of the structures are at least 35 years of age or older. The physical and
economic conditions of the subject properties are detrimental to the welfare of the community and
are an economic liability to the City and other ad valorem taxing jurisdictions. In particular, the
building conditions exhibit physical dilapidation and the layout of the business park is obsolete. If
the Board of Alderman decides to proceed with the preparation of a Redevelopment Plan for RPA
4, further investigation and analyses should be completed.

5. Comparable Data (RPA 4)

Unlike the “retail” redevelopment opportunities proposed in RPA’s 1, 2, 3 and 5, the office and light
industrial uses of RPA 4 require us to use a different set of data standards for making comparisons.
As a result, our comparable data for RPA 4 analyzes the existing market value of the Watson Indus-
trial Park to the value of a new business park redevelopment at the same location. Our analysis
accounted for the available developable acreage (adjusted for right-of-way) and cost of buildings
and site improvements, not including the costs of new infrastructure, for parcels 1-24 (those gener-
ally considered Watson Industrial Park). Parcels 25-27 are generally not considered a part of Wat-
son Industrial Park and should be evaluated on an individual bases, therefore, they have been ex-
cluded from this part of our comparable data analysis. Likewise, Parcel 28, the Sappington Ceme-
tery, is obviously not a target for redevelopment and has been removed from this part of our analy-
sis. Please refer to Plate 9 — Proposed RPA 4 Parcel Identification Map in Appendix for a site
layout of properties.

According to the St. Louis County Assessor’s most recent data for 2001, the current market value of

the Watson Industrial Park (parcels 1-24) is $9,113,375 based on 402,512 square feet of existing
buildings. The total acreage of the park, after adjusting for right-of-way, is 28.85 acres. The EAV
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for RPA 4 is $2,916,280. The current annual tax contribution, based on a tax rate of $5.29/$100, is
$154,113.

In contrast, when using conservative estimates the market value of a new Watson Business Park
would be $14,500,240. This is based on a new building area of 362,506 square feet (or 30% of the
site devoted to buildings), a total redevelopment area of 27.74 usable acres, and a cost of buildings
and site improvements estimated at $40 per square foot. The estimated EAV for a new Watson
Business Park would be $4,640,077. The future annual estimated tax contribution, based on a tax
rate of $5.29/$100, is $245,460.

The estimated incremental EAV is $1,723,797 and the tax increment generated by a new develop-
ment is approximately $91,180 annually. Over a 20 year period at an interest rate of 6 percent, we
estimate that the annual increment could support TIF, when accounting for the costs of financing, at
a total estimated amount of $1.1 million.

The small amount of increment is attributable to the fact that the existing obsolete properties main-
tain an “inflated” value for tax purposes which is beyond the “real world” market value. Therefore,
the development of new buildings and improvements do not have the amount of tax impact that one
would perceive a new development should be generating. Clearly, any form of commercial devel-
opment will not create a substantial amount of increment to offset the costs of redevelopment when
considering this phenomenon. As a result, it will be necessary to use “extra” increment generated
in other RPA’s (1, 2, 3 or 5) to assist in contributing to the payment of the extraordinary costs of re-
development in RPA 4. We believe that evaluating RPA 4 in conjunction with RPA’s 1, 2, 3, and 5
creates a potential scenario in which additional increment can be generated to support a financially
viable redevelopment of RPA 4. The final land uses, development density, and tax generation of fu-
ture redevelopments at the other RPA’s will impact the amount of increment which can be applied in
RPA 4.

The following table summarizes the existing Watson Industrial Business Park and a new Watson
Business Park.

Comparison of Watson Industrial Park and a new Watson Business Park
Crestwood RPA 4
City of Crestwood, Missouri

| | Market Value | EAV | Annual Tax |
Watson Industrial Park $9,113,375 $2,916,280 $154,113
New Watson Business Park $14,500,240 $4,640,077 $245,560
Total Incremental Value $5,386,865 $1,723,797 $91,447

Alternatively, the City should consider redeveloping the existing Watson Industrial Park into a Sen-
ior Living Community. If a Senior Living Community is constructed in RPA 4, a mix of retail and
commercial/office uses could be constructed in RPA 3 in lieu of the proposed mix of retail and sen-
ior residences. Considering the economic costs involved in RPA 4, that is, the inability to generate
substantial increment to offset extraordinary development costs, a senior living community provides
economic benefits equal to or greater than commercial development at this location. Based on our
assumptions as outlined in this analysis, we have estimated that a Senior Living Community would
generate more property tax increment than a commercial development. We estimate that 280 units
can be constructed on the site and that the market value for each unit would be approximately
$33,600,000. As a result, the total estimated EAV of a Senior Living Community would be
$6,384,000 and the resulting tax impact would be $337,714 annual. The incremental EAV is an es-
timated $3,467,720 and tax increment generated is an estimated $183,601.
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The following table summarizes the existing Watson Industrial Business Park and a new Senior Liv-
ing Community.

Comparison of Watson Industrial Park and Senior Living Center
Crestwood RPA 4
City of Crestwood, Missouri

| Market Value | EAV | Annual Tax
Watson Industrial Park $9,113,375 $2,916,280 $154,113
Senior Living Community $33,600,000 $6,384,000 $337,714
Total Incremental Value $24,486,625 $3,467,720 $183,601

Other advantages to this scenario address urban planning issues. The Watson Road frontage in
RPA 3 could be marketed for both retail and commercial development which will complement
neighboring land use along Watson Road. In contrast, the RPA 4 location offers a secluded, “natu-
ral” landscape which is more consistent with a residential use. Residential uses are more optimally
compatible with the surrounding uses of RPA 4 which include a school, single family residences,
Crestwood Plaza, and the commercial properties along Watson Road. The topography of the area
creates natural barriers between the site and the surrounding commercial uses to the South and
Southwest which presents a buffer between the land uses. In addition, the existing stoplight on
Watson Road provides an optimal ingress/egress location for traffic use consistent with residential
development.

6. RPA 4 Summary Conclusion

This preliminary investigation indicates that RPA 4 would meet the criteria for TIF designation. The
current site conditions and configuration will require extraordinary development costs, such as the
construction of a new two-way bridge over the creek, which may result in the need for public assis-
tance.

It is evident, if not necessary, for RPA 4 to be redeveloped if the City should want to avoid the con-
tinuing rapid decline of the area. Our analysis suggests that redevelopment of the area as an inde-
pendent Redevelopment Project Area is, for all practicable purposes, nearly impossible when con-
sidering the economic conditions and factors of redevelopment. Therefore, we believe that the op-
timal approach to redevelopment is to include RPA 4 in a comprehensive redevelopment area
which will create a mechanism by which financial successes of other RPA projects can be lever-
aged toward overcoming the barriers to redevelopment in RPA 4 (a concept we explore in greater
detail in our conclusion). A determination of the final land uses within RPA 4 should be given care-
ful consideration and further investigation into the potential market for either commercial or senior
living residences as well as measuring the needs of the community.

F. RPA5—-WATSON AND GRANT ROADS

The purpose of this memorandum is to provide the City with preliminary observations and available data
about the subject properties located in Redevelopment Project Area 5. Consequently, as the City re-
views proposals for redevelopment, any request for public assistance as a part of a developer proposal
may be evaluated within the framework of our preliminary findings and the City’s willingness to partici-
pate in providing redevelopment assistance.
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1. Project Area (RPA 5)

The boundaries of RPA 5 are the northern right-of-way of Watson Road, existing residential and
commercial properties to the east and southeastern right-of-way of Grant Rd. The boundaries of
RPA 5 are shown on Plate 10 — Proposed RPA 5 Map in the Appendix. This area is comprised of
2 parcels containing approximately 18.79 acres of land. Taxpayer data for each parcel, as provided
by the St. Louis County Assessor’s Office, is provided in Table A-5, Most Recent Equalized As-
sessed Valuation and Taxpayer Data (2001) in Appendix A. The location of each of these par-
cels is identified on Plate 11 — Proposed RPA 5 Parcel Identification Map in the Appendix.

2. Field Observation Summary (RPA 5)

We conducted a preliminary investigation of the physical conditions within RPA 5. The following is
a summary of our findings:

The commercial structures show signs of deterioration (i.e. cracks, structural separation,
peeling paint).

Several vacancies exist within the strip mall.

Multiple ingress/egress access points along Grant Road create unsafe conditions.
The parking layout impedes the flow of traffic.

Pot holes, cracking and general neglect of existing parking areas.

The privacy fence between the commercial uses within the Area and the neighboring resi-
dential areas is collapsing.

The size and configuration of the commercial structures on the out-parcel excessively cover
the area creating hazardous vehicular and pedestrian traffic circulation conditions.

3. Data Summary (RPA 5)

We compiled available data on RPA 5 from the St. Louis County Assessor’s office, the City of Crest-
wood and other resources, when necessary, to review the Equalized Assessed Value (EAV) of real
property within the Area. Personal property tax data for RPA 5 was not available. The tables below
summarize the annual EAV from 1997-2001, the growth rate of assessed value over the same pe-
riod, and the average annual growth rate. The real and personal property taxes produced by a
given property are a direct function of both its assessed value and the current tax rate. The
assessed value of a property is determined by the St. Louis County Assessor and is based on the
estimated market value of the property and equipment owned by the building tenant. As such, the
assessed value is an accepted indicator of the value of the property and its ability to generate prop-
erty taxes for the taxing jurisdictions.

The tables below summarize the annual EAV from 1997-2001, the growth rate of assessed value
over the same period, and the average annual growth rate.
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Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2001
Crestwood RPA 5
City of Crestwood, Missouri

Assessed Value by Year (Dollars)
Parcel
Number 1997 1998 1999 2000 2001
1 223,640 223,640 224,540 224,540 252,640
2 1,405,900 1,405,900 1,540,770 1,152,320 1,175,450
1,629,540 1,629,540 1,765,310 1,376,860 1,428,090
Change 1997-2001
Average Annual
Parcel | Total Change | % Change | % Change 1997-
Number 1997-2001 1997-2001 2001
1 29,000 12.97% 2.59%
2 (230,450) -16.39% -3.28%
(201,450) -12.36% -2.47%

The figures in the Historic EAV (1997-2001) Table clearly document that the buildings and site im-
provements associated within RPA 5 have declining economic value and are deteriorating in their
ability to maintain tax generation. In 1997, the assessed value of RPA 5 was $1,629,540. In 2001,
the assessed value was $1,428,090. This $201,450 decrease in EAV equates to an approximate
12.36% decrease since 1997 and an average annual decrease of 2.47%. In comparison, the as-
sessed value of St. Louis County as a whole grew 18.4% since 1997 and averaged a 3.7% annual
percent change. The Consumer Price Index (CPI), a measure of changes in prices documented by

the U.S. Department of Labor, increased by 12.3% since 1997 and enjoyed an annual percent
change of 2.5%.

By comparison, the following table summarizes the annual EAV from 1997-2000, the growth rate of
assessed value over the same period, and the average annual growth rate.

Historic Equalized Assessed Value and Percent Change By Parcel
1997 - 2000
Crestwood RPA 5
City of Crestwood, Missouri

Assessed Value by Year (Dollars)
Parcel
Number 1997 1998 1999 2000
1 223,640 223,640 224,540 224,540
2 1,405,900 1,405,900 1,540,770 1,152,320
1,629,540 1,629,540 1,765,310 1,376,860
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Change 1997-2000

Average

Annual %
Parcel Total Change | % Change | Change 1997-

Number 1997-2000 1997-2000 2000

1 900 0.40% 0.08%
2 (253,580) -18.04% -3.61%
(252,680) -15.51% -3.10%

The figures in the Historic EAV (1997-2000) Table document that the buildings and site improve-
ments associated with RPA 5 substantially declined. In 1997, the assessed value of RPA 5 was
$1,629,540. In 2000, the assessed value was $1,376,860. This $252,680 decrease in EAV
equates to an approximate 15.51% decrease and an average annual percent change of negative
3.1% from 1997-2000. In comparison, the assessed value of St. Louis County as a whole grew
12% from 1997-2000 and averaged a 2.4% annual percent change. The Consumer Price Index
(CPI), a measure of changes in prices by consumers tracked by the U.S. Department of Labor, in-
creased by 9.5% and enjoyed a 2.4% annual percent change during the same period.

Clearly, the real property growth is moving in a negative direction and contradicts similar local and
national measures when not evaluating 2001 data.

4. Redevelopment Strategy for RPA 5

Our experience with similar redevelopment project areas suggests that TIF is a preferred economic
development tool utilized by developers to offset public redevelopment costs. Therefore, our analy-
sis will assess the ability of the City to employ TIF as a form of public assistance. Other forms of
public assistance (i.e., Transportation Development Districts, Chapter 353) may also be used in
connection with TIF, or in lieu of TIF, if necessary. We recommend assessing the merits of each
program on a project specific basis.

As a result of the preliminary analysis of the existing conditions in RPA 5, PGAYV believes that there
is significant evidence to support the finding that RPA 5 qualifies as a “Conservation Area”, within
the meaning of the Real Property Tax Increment Allocation Redevelopment Act (TIF Act). The Act
defines a “Conservation Area” as:

...any improved area within the boundaries of a redevelopment area located within the territorial
limits of a municipality in which fifty percent or more of the structures in the area have an age of
thirty-five years or more. Such an area is not yet a blighted area but is detrimental to the public
health, safety, morals, or welfare and may become a blighted area because of any one or more
of the following factors: Dilapidation; obsolescence; deterioration; illegal use of individual struc-
tures; presence of structures below minimum code standards; abandonment; excessive vacan-
cies; overcrowding of structures and community facilities; lack of ventilation, light or sanitary fa-
cilities; inadequate utilities; excessive land coverage; deleterious land use or layout; deprecia-
tion of physical maintenance; and lack of community planning. A conservation area shall meet
at least three of the factors provided in this subdivision for projects approved on or after the ef-
fective date of the section :...( R.S.Mo 99.805).

According to the St. Louis County Assessor’s records, 50% of the structures are at least 35 years of
age or older. The physical and economic characteristics demonstrate an area that is an increasing
economic and safety liability to the City. Should the City Council decide to proceed with the prepa-
ration of a Redevelopment Plan for RPA 5, further investigation and analyses should be completed.
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5. Comparable Data (RPA 5)

We reviewed comparable data for unimproved (without structures), commercial land value in
Crestwood. We selected the market value associated with the land, at the time of redevelopment,
for Drive-In Theater property. Our research assigns a market value of $9.03 per square foot for
unimproved, commercial land in Crestwood.

In an effort to establish a baseline measure for the amount of redevelopment assistance the City
may consider as a part of RPA 5, we compared the market value of unimproved, commercial land in
Crestwood to the existing market value of the improved properties (including structures) within RPA
5. Although the existing improvements in RPA 5 are providing some economic benefits to the City
and the other taxing districts and are generating income for owners of the property, we believe that
the current state of decline for these properties will continue, resulting in vacancies, or in Class B, C
or D uses in the available space. As a result, RPA 5 has some market value above that of vacant
land. However, we have determined that the available properties in RPA 5 have a greater future
economic value if the existing improvements are removed, and in their place, are constructed new
and higher uses with associated improvements. The comparable data will allow for an assessment
between the costs of removing the existing improvements (the market value of the properties above
the land value) and the potential future market value of the property with new and higher improve-
ments as a part of a redevelopment project.

This analysis will identify the increased costs above market values associated with acquiring im-
proved property in RPA 5 when compared to the estimated cost of acquiring an unimproved, com-
mercial land site at the same location. We recommend that any incremental cost difference be-
tween unimproved and improved land values associated with acquiring the existing properties be
considered for redevelopment assistance because those costs exceed the market value for devel-
opable property in the market. Therefore, it is unlikely that a developer will pursue redevelopment
of the property if the cost to acquire property, and consequently, demolish the existing structures,
exceeds comparable market values.

The following table summarizes the estimated market value of the subject properties for 2001 and
the difference in cost when evaluated against comparable unimproved land market values for the
total area.

Estimated Cost Differential
2001
Crestwood RPA 5
City of Crestwood, Missouri

Market Value
less
Comparable Comparable
Unimproved Value per

2001 Market Comparable Land Value Square Foot
2001 Estimated Value per Unimproved per Square (Cost Total Cost
Market Value Square Foot Market Value Foot Differential) Differential

5,355,338 6.54 7,390,986 9.03 (2.49) (2,035,648)

In 2001, the market value per square foot of RPA 5 was $6.54. The market value is $2.55 per
square foot below the comparable value of $9.03 per square foot. The 2001 market value of
$5,355,338 is $2,035,648 less than the comparable land value of $7,390,986. The existing value of
the combined land and structures within the Area is below the market value of comparable land
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prices within the Crestwood market. This outcome is due, in part, to the conditions described within
our analysis of the physical properties and economic conditions of RPA 5.

Our analysis reveals that the subject properties are below comparable market values for unim-
proved land in the market area and should not be considered “excessive” development costs.
Therefore, any need for TIF funds identified toward land acquisition by developers warrants in-
creased scrutiny. However, other potential costs have not been evaluated and will be subject to the
specific proposals submitted by developers. These costs may include the “buy-out” of leasehold in-
terests for existing tenants in the Area; relocation expenses for existing companies; infrastructure
costs associated with redevelopment; site improvements; and, professional fees associated with the
redevelopment. Specifically, entry and exit points into the redevelopment area will need to be re-
structured. The site contains topographical constraints which may require “above average” grading
and site preparation, including the possible relocation/expansion of the two existing water detention
basins. Finally, the leasehold interests of existing tenants and the associated costs of relocating
those businesses may be considered an immoderate development cost.

6. RPA 5 Summary Conclusion

This preliminary investigation indicates that RPA 5 will meet the criteria for TIF designation as a
“Conservation Area”. The physical deterioration, obsolete platting, excessive curb cuts and rapidly
declining revenue contribution to the City’s and other taxing jurisdiction’s tax base is an economic
liability and safety hazard within the community. The City should consider the economic and physi-
cal obsolescence of the property when evaluating redevelopment proposals.

In addition, we found that the cost of the improved properties is slightly below the market rate for
unimproved properties within the market. Therefore, the cost of property acquisition should not im-
pede the financial viability of a redevelopment project. Without the encumbrances associated with
subsidizing property acquisition, future TIF revenues can be applied toward other redevelopment
costs as previously described, if necessary. A final consideration is the possibility of minimizing the
amount of public assistance applied toward redevelopment, thereby reducing the period of financing
and expediting the full contribution of the project to the tax base.

G. CONCLUSIONS AND RECOMMENDATIONS

The City has identified five Redevelopment Project Areas for potential redevelopment in an effort to
enhance the City’s future economic base and to ensure a comprehensive approach to addressing func-
tionally and physically obsolete properties that are a part of the City’s primary commercial district — Wat-
son Road. Generally, the properties we evaluated demonstrated physical and economic characteristics
which are consistent with aging structures. These characteristics include obsolete platting, physical
deterioration, functional obsolescence, a lack of safety planning for traffic conditions, and inconsistent,
existing land uses. However, each of the RPA’s present very different challenges to redevelopment as
a result of the existing land use, physical characteristics of the properties, and current market condi-
tions.

The City can effectively control redevelopment of the RPA’s, and eliminate or minimize land use incom-
patibilities, negative impacts on property outside of the RPA’s, and negative impacts of the marketability
within the RPA’s, under the control and coordination of the powers provided through its zoning ordi-
nance or other development control laws. If redevelopment is to occur, redevelopment to higher uses
and/or higher densities will be necessary for economic reasons. Redevelopment to higher uses would
enhance the value of property and the tax base of the City. As our analysis indicates, we believe that
impediments do exist to the redevelopment of the RPA’s (if higher uses are permitted) and financial
inducements will be necessary.
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Higher uses can be accommodated in the RPA’s without significant impacts on surrounding neighbor-
hoods (e.g. traffic generation on local streets). The sites have direct access to Watson Road. However,
for redevelopment to occur in each RPA it is our recommendation that redevelopment take place in a
unified “planned development” connecting each of the five RPA’s in a Comprehensive Redevelopment
Area. This would not preclude the involvement of more than one developer. In fact, given the diversity
of size, location, current market conditions and possible future land uses of RPA 1, RPA 2, RPA 3, RPA
4, and RPA 5, we believe that the unified Comprehensive Redevelopment Area is large enough to jus-
tify the involvement of more than one development entity. As a result, it is possible that each RPA could
be redeveloped by different development entities.

Given the City’s limited ability to have control over the development of the RPA’s through its normal
development ordinances, the current state of ownership and control interests, and the extraordinary
costs of redevelopment of the RPA’s, we believe it will be necessary to employ a redevelopment
mechanism if the unified and proper development of each RPA is to be ensured. The most applicable
redevelopment mechanism that could be applied to each RPA, and thus, can be applied collectively, is
Tax Increment Financing (TIF).

The underlying concept of TIF is that investment in redevelopment will increase the assessed valuation
of the real property, thereby increasing real property tax revenues. In addition, other local taxes derived
from economic activity (sales and utility taxes) may be greater than what was generated in the desig-
nated TIF prior to redevelopment.

The incremental increase in tax revenues with the redevelopment is called the “tax increment”. The
increment is the increase in the local tax revenue above the amount of taxes generated by the area
prior to redevelopment. Certain amounts of the incremental increase in tax revenues can be used to
finance eligible redevelopment costs such as site clearance, land acquisition, building rehabilitation and
the construction of public infrastructure. These costs are typically paid by the developer, who is then
later reimbursed with TIF revenue (100% of incremental real property taxes and 50% of incremental
economic activity taxes) under the terms of a redevelopment agreement with the City.

In addition, TIF provides for the use of eminent domain in the acquisition of properties necessary to
implement the developer’'s redevelopment plan. The City may reserve this power for its own use to
acquire the property and convey it to the developer or may confer this power on the developer via the
redevelopment agreement.

We recommend that a Comprehensive Redevelopment Plan be implemented which provides for the
establishment of five Redevelopment Project Areas consistent with the properties in our analysis. TIF is
a viable mechanism in this instance for the following reasons:

We know of no other way in which the City can ensure a unified approach to redeveloping the
Area and also ensure a development plan that will provide the appropriate and most marketable
mix of uses.

The TIF mechanism provides for reimbursement to a developer for extraordinary development
costs associated with public improvements, thereby inducing developers to redevelop areas
which would normally be cost prohibitive when viewed at market rates.

TIF allows for the establishment of Redevelopment Project Areas which give the City flexibility
to identify and select developer(s) or combination of developers who can most closely accom-
modate the City’s desire for land uses in each RPA.

The multiple RPA’s can “share” the total increment generated within the Comprehensive Rede-

velopment Area. As a result, an RPA that has costly redevelopment elements and low pro-
jected future tax increment can still be implemented when coupled with an RPA which has
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minimal redevelopment costs and a high projected future tax increment. For example, our
analysis suggests that the land acquisition costs of RPA 2 should not be a barrier to redevel-
opment; however, land acquisition costs in RPA 3 are a significant cost of redevelopment.
Should an RPA 2 redevelopment project generate excessive increment to retire RPA 2 rede-
velopment costs, those additional incremental dollars may be applied toward the RPA 3 rede-
velopment costs. As a result, both projects are financially viable and the City has successfully
achieved a unified and comprehensive development plan within each RPA and along Watson
Road.

The use of redevelopment mechanisms becomes more difficult in suburban settings. No suburban
community likes to think it has areas that can be called “Blighted”. Nevertheless, buildings and devel-
opment patterns can become obsolete. When obsolescence occurs, the properties begin to be less
useful for their intended purposes. This is particularly problematic where commercial and industrial
properties are concerned. As long as there are opportunities where developers and tenants can build
without the impediments of multiple parcel assembly and removal of existing buildings and infrastruc-
ture, redevelopment of existing older properties will be ignored. The redevelopment statutes in Missouri
and every other state were devised to address these issues. We believe that without the use of TIF, a
likely outcome will be:

Commercial and industrial properties will continue current or increasing levels of vacancies.
Structures will continue to decline in physical condition.

Hazardous safety, welfare and health issues will persist for City residents, business workers
and community visitors.

Developers will remain uninterested in redevelopment due to land acquisition control and asso-
ciated acquisition costs.

Future development, if any, will be conducted in a non-unified, haphazard approach.
The economic contribution of these Areas to the City will decline.

We also recommend that each RPA be evaluated for the potential to bring other financing mecha-
nisms into play that may help to finance project costs and reduce the dependence on TIF as a fund-
ing source. The City has already had experience using the Transportation Development District
(TDD) and Community Improvement District (CID) mechanisms and they may prove useful in some of
these instances. Crestwood must be careful in levying an additional sales tax amount (using the TDD
mechanism), because its level of sales taxes are already at a level that is among the highest in the
County. However, its property taxes are among the lowest and therefore, a levy of additional property
taxes using the CID or TDD statutes are a good potential source of additional revenue for financing
project costs. In addition, since the payment of such taxes is often the responsibility of the tenant in a
commercial lease structure, the developer is typically not concerned with the payment of such a tax.
Likewise, the tenant will be amenable to such an arrangement so long as the amount of the tax does
not put the total property tax rate at a level that is above that which they would pay in other St. Louis
County locations.
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