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A. Overview

It is the intention of this group to show, via a detailed concept description, in-depth market analyses, advanced urban design concepts, and in-depth information on finance and project phasing, the feasibility of transforming Burke Lakefront Airport (BKL) from a dual-runway airport to a single-runway airport with new market-rate housing, neighborhood and convenience retail, and public access, on the periphery. Not a small number of airports worldwide have been decommissioned and rehabilitated for other uses, with one of the most notable examples being Denver’s Stapleton International Airport. Cleveland’s own Forest City Enterprises is the developer for the conversion, which incorporates the latest in urban design concepts. However, no airport, to our knowledge, has been partially transformed as we propose.

One particular situation worth mentioning is the series of recent events in the decision-making process concerning the future of Albert Whitted Municipal Airport (SPG) in the city of St. Petersburg, Florida. Similar to BKL in size, the number of annual aircraft operations, and the lack of regularly scheduled passenger service, SPG has been seen by many of St. Petersburg as a significant obstacle to public waterfront access. The City of St. Petersburg received a proposal from architect Tim Clemmons to redevelop SPG as a new residential neighborhood, completely removing the airport. News of this proposal sparked significant opposition from aircraft owners, airport users, and others that would be affected by the closing of the airport. Therefore, St. Petersburg mayor Rick Baker announced in October 2002 a compromise proposal that would maintain one of SPG’s two runways (extending it into the South Yacht Basin) while ceding the other runway and all land unnecessary for airport operations to private developers, creating 28.5 acres of developable urban land.

Exhibit 1: Transformation of Albert Whitted Municipal Airport
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Source: http://www.sptimes.com/2002/10/19/TampaBay/airport.shtml . Accessed 30 April 2003.

An organization called FOUR St. Pete (Friends of Urban Revitalization) wrote a resolution which was submitted to the St. Petersburg City Council in December 2002 calling for the mothballing of the existing master plan for SPG and the acceptance of Mayor Baker’s alternative proposal. 

Exhibit 2: FOUR St. Pete’s Resolution on SPG, adopted December 4, 2002

	Whereas the proposed Master Plan for Albert Whitted Airport would 

	· a) reduce already-restricted waterfront access for the people of St. Petersburg 

	· b) continue to limit growth of the University of South Florida and other institutions in the Bayboro district 

	· c) restrict growth at the Port of St. Petersburg, and 

	· d) require an environmentally unacceptable extension of the airport's east/west runway into Tampa Bay; and 

	Whereas an alternative plan proposed by Mayor Rick Baker would 

	· a) allow greater access to the waterfront for the people of St. Petersburg through creation of a new park 

	· b) remove some of the current impediments to growth for USF and other institutions 

	· c) allow growth at the Port of St. Petersburg, and 

	· d) provide opportunity for economic revitalization in the Bayboro district 

	Therefore, be it resolved that 

	· FOUR St. Pete petitions the St. Petersburg City Council to reject the proposed Master Plan, and 

	· Be it further resolved that FOUR St. Pete petitions the City Council to work with the Mayor and the people of St. Petersburg to complete a more detailed and final alternative plan for the Albert Whitted property, and 

	· Be it further resolved that FOUR St. Pete petitions the council to present the completed plan to the city voters in a binding referendum.


FOUR St. Pete also submitted tables containing qualitative comparisons of the four options for SPG: (1) maintain the status quo, (2) proceed with the 2001 Master Plan, (3) remove the airport and redevelop the site, or (4) adopt Mayor Baker’s one-runway plan. Much of the analysis is applies to the BKL situation. 

Exhibit 3: SPG Airport Analysis


Advantages of Each Land Use Alternative
Considered for the Albert Whitted Airport Site 

	Status Quo
	2001 Master Plan
	Total Redevelopment
	One-Runway Plan

	Retains downtown airport
	Increases aircraft capacity and enhances Albert Whitted as a viable, functional downtown airport
	Eliminates safety concerns to west of airport
	Eliminates safety concerns to west of airport for existing development and aircraft

	Requires minimal capital investment by City
	Enhances runway safety features of the airport
	Provides non-general fund dollars for redevelopment of site
	Use of land sale proceeds provides a source of non-general fund dollars for City share of future airport improvements

	Provides the opportunity to free up site for alternative land uses once existing grant assurances have expired if capital expenditures are totally funded by the city (i.e., $5.8 million)
	Provides an opportunity to expand commercial and corporate airport user base and aviation related businesses on the airport site
	Expands City tax base
	Expands City's tax base and downtown waterfront park system.

	 
	Enhances future revenue to Airport in support of operating budget
	Significantly expands City's downtown waterfront park system
	Allows unconstrained growth potential for land west of current airport site (i.e., height restrictions)

	 
	Airport will continue to provide a land use buffer next to sewage treatment plant
	Allows unconstrained growth potential for land west of current airport site (i.e., height restrictions)
	Allows for expanded Port activities

	 
	New terminal would increase public access to airport site and enhances ramp area in close proximity to runway 6/24 (east-west runway)
	Allows for expanded Port opportunities
	Increases aircraft capacity and enhances Albert Whitted as a viable, functional downtown airport

	 
	 
	Redevelopment could create additional jobs
	Provides an opportunity to expand commercial and corporate airport user base and aviation related businesses on the airport site

	 
	 
	 
	Enhances future revenues to airport in support of operating budget

	 
	 
	 
	Airport will continue to provide a land use buffer next to the sewage treatment plant

	 
	 
	 
	Redevelopment could create additional new jobs

	 
	 
	 
	Creates the following significant aviation benefits

	 
	 
	 
	(1) provides longer runway for night landings than is currently available

	 
	 
	 
	(2) single runway provides unobstructed approaches over water

	 
	 
	 
	(3) provides terminal complex and substantial ramp area in close proximity to runway


Exhibit 3: SPG Airport Analysis
(continued)


Disadvantages of Each Land Use Alternative
Considered for the Albert Whitted Airport Site 

	Status Quo
	2001 Master Plan
	Total Redevelopment
	One-Runway Plan

	Fails to eliminate safety concerns to west of airport
	Funding source for City share of costs (other than General Fund) has not been identified
	Eliminates downtown airport as a component of the City's overall transportation system
	Reduces acreage allocated to the airport

	Provides minimal public access to City owned waterfront property
	Provides limited access to City owned waterfront property
	Results in loss of aviation-related jobs
	Restricts flight operations (including training flights) in high wind conditions

	Significantly restricts potential aviation growth at airport
	Restrictions remain on development potential west of airport site
	Reduces the number of general aviation reliever airports in the region
	Would require the City to initiate a revised Airport Master Planning process. (Note: the City's current Airport Master Plan was adopted in 1993)

	Restrictions remain on development potential west of airport site
	No opportunities for Port expansion
	If sewer treatment plant remains, it could negatively impact the redevelopment potential of land contiguous to the plant
	Pending intermodal grant funds (approximately $1.4 million) would expire and a new application for FDOT funding assistance would be required for a new terminal building

	No opportunities for Port expansion
	Expands airport into Lot 51 and Bayfront Center sites
	Requires the City to negotiate waiver of grant assurances with FAA and FDOT
	Extension of runway 18/36 (north-south) creates an intrusion into Tampa Bay.

	Minimizes opportunity to enhance airport operating revenue
	Extension of runway 6/24 creates a new intrusion into Tampa Bay
	 
	Maximum runway length is limited to approximately 3,600 feet

	 
	Would permit construction of new hangars along the south yacht basin waterfront
	 
	Requires City to negotiate waiver of grant assurances with FAA and FDOT


B. Concept Description

Fundamental Assumptions

We assume first that the predevelopment phase will last for about 10 years.  The assumption holds also that, within this time, the Shoreway will be downgraded and redeveloped as the proposed boulevard, I-90 will be realigned in the area of the ‘inner-belt curve’, Dike 10B will be filled and settled, and new runways will be built on the northeastern-most portion of the BKL site.  Our entire proposal is founded on these major infrastructure changes.  Additionally, we assume that while operations at BKL might compare favorably against similar airports in the region, the facility grossly under-performs as an airport in light of the high economic and civic value of the land on which it sits; the indefinite perpetuation of the status quo on this prime lakefront site is deemed to be unacceptable.

Burke Lakefront Airport

The FAA designates the Burke Lakefront Airport (BKL) as the reliever for the Hopkins International Airport.  Essentially, this means that the primary role for BKL is to absorb the local general aviation (GA) traffic typified by small, relatively slow aircraft that would likely cause excessive delays at Hopkins if they were to be accommodated there.  In light of this federally assigned logistical obligation, sufficient capacity must be either maintained at BKL, or suitable replacement facilities would have to be identified in an equivalent location.  We considered the possibility of transforming Burke Airport to a single-runway facility, but determined that such a configuration would unnecessarily restrict the overall viability of the airport without appreciably increasing the amount of land available for development elsewhere on the site.  Ultimately, it is the shape of the noise curve generated by larger aircraft using the outboard runway which establishes the boundaries of peripheral development, and that noise curve is virtually unaffected by operations of smaller planes on the adjacent, inboard runway.

For the purposes of this project, we do not challenge the current role of the lakefront airport—further, given the prevailing political and economic environment, gaining approval for any dramatic change in airport operation would likely be politically impossible.  We do, however, question what that BKL’s role means as it applies to the airport’s responsibilities with respect to regional air traffic.  To develop a sense of the relative volume of flight activity at BKL, the airport was compared to all other reliever airports in the six-state region (i.e., Indiana, Kentucky, Michigan, Ohio, Pennsylvania and West Virginia) across a series of variables (Exhibit A).  The comparison indicates the BKL facilitated about 30% more daily flight operations than the regional average, but that it is home to only half the average number of aircraft.  Moreover, when the table is manipulated to include only those airports that, like BKL, have no more than two runways, the lakefront airport accommodates in excess of 50% more flight activity and 40% fewer based aircraft than the average reliever airport in the region.  This suggests a couple of things; first, the lakefront airport can slough off a substantial number of daily flights and not be considered as handling a disproportionately low volume of flight activity, and second, the low ‘Based Aircraft’ and high ‘Ops/Day’ figures suggest that the greatest portion of flight operations at BKL are generated by the repetitious activities of the flight training schools.  In fact, in research commissioned by The BLUE Project, William M. Ondrey Gruber and Joanne Kaufman report that training activities comprise 34,000 of the 92,000 annual flight operations (or approximately 100 of 275 daily operations).

Given that most of the operations at BKL are generated by flight training schools, and that our housing survey results suggest that potential residents are somewhat uninterested in airport activity, the possibility of moving the training schools was investigated.  This inquiry was highly informal, however, because all of the flight schools contacted were able to offer only anecdotal information.  That being said, the results are encouraging.

When asked where their respective students tend to come from, most of the flight schools contacted estimated that the majority of their students that utilize the facilities at BKL come from outside of the city of Cleveland.  One school reported that about 60% of its students live outside the city, most of which live in the southeastern, outer-ring suburbs.  Of the students that are Cleveland residents, most tend to come from West Park and other locations to the west and south.  Another school, one that has branches at the lakefront, Lost Nation and Cuyahoga County airports, noted that the great majority of its students train at their Lost Nation site—which is the setting for their main office and maintenance facilities.  Another BKL flight school (that also has branches at Cuyahoga County and Akron airports) reports that the lakefront facility serves the majority of its students, who tend to come from their downtown places of employment.  And the final flight school contacted provides more specialized training services, and so the majority of their students live in more distant places around the state, the nation and even the world.  

To make a more definitive statement about how optimal BKL is as a site for its users would require a more extensive analysis, but it is nonetheless clearly possible that other airports in northeast Ohio might serve some of these operations more effectively and conveniently.  It is not the assertion of our group that all training activity must be removed from the lakefront facility.  Rather, we contend that most of the training operations should be relocated in such a way that minimizes such GA traffic at BKL and maximizes the utility of each flight training school for its students.  Those flight-training facilities that most effectively serve the central city market can remain, and preparations should be made during the predevelopment phase for the relocation of the other training facilities to appropriate alternative airports in the region.  Figure 1 shows the relative location of the general aviation airports in northeast Ohio (i.e., Lorain County, Medina Municipal, Portage County, Geauga County, Cuyahoga County, Lost Nation and Ashtabula County) in order to illustrate the distribution of potential alternative sites for those relocated flight schools.  Naturally, not all of them are viable substitute locations to serve all flight training market areas, but the combination of them seems likely to provide suitable alternatives.

Exhibit 4: General Aviation Airports in Northeast Ohio
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Source: Ohio Department of Transportation, Office of Aviation

Analysis of the air traffic volume at the eight regional general aviation airports listed above reveals those locations most apt to absorb relocated flight school operations in terms of their relative capacity.  Even though most facilities report only one paved runway (except BKL), Table 2 shows that the median number of operations per day is nearly 200 despite the fact that the mean is only 156.  These data suggest that many of the airports, (e.g., Geauga County, Lorain County, Lost Nation and Portage County) are operationally well positioned to absorb the flight activity that is moved from BKL’s location.

Without having the necessary quantitative and spatial data to demonstrate definitively which of these alternative sites can most efficiently accommodate the relocated training operations, the above analysis at least demonstrates the possibility that northeast Ohio has sufficient airport capacity at reasonable locations to accomplish such a relocation.  Using this as an indication of viability, then, we will assume that half of the 100 daily training operations currently handled at the lakefront airport can be relocated elsewhere.  This would allow the total traffic volume of BKL to be reduced by about 20% from 275 operations per day to about 225.  Incidentally, if all of the flight training activity were to be relocated from the BKL site, total daily operations would decrease by more than one-third of the present level.

A secondary function of BKL—not required by its reliever status, but important nonetheless—is that of providing a facility near to downtown that caters to the corporate and business oriented air traffic that generates economic benefits for Cleveland and the region.  In recognition of this as a municipal and regional asset, our proposal to relocate training-oriented aviation operations from BKL further enhance the facility with respect to specializing in business-type activity.

Finally, a tertiary function fulfilled by lakefront airport is that of handling major public events such as the Cleveland National Air Show and the Grand Prix.  Representatives from the Cleveland City Planning Commission have expressed interest in research about other public events, which if held at the BKL site would have similar capacities of strengthening the Cleveland community and, ideally, generating revenue for businesses and for the City.  We have discovered that other airports host such events as hot-air ballooning festivals, radio-control aircraft races and competitions, weekend carnivals, even fly-in pancake breakfasts.  Thinking more specifically about Cleveland’s future reveals additional possibilities.  If Euclid Avenue were to be redeveloped into the complex, ribbon-flow transit street, with the tree-planted median, that is currently proposed, Cleveland’s major parade route could be eliminated.  The new infrastructure at the BKL site, however, could be designed to handle such public festivities; this would have the added effect of giving all of Cleveland’s residents a sense of ownership in our lakefront—much like the connection people have for Euclid Avenue, Terminal Tower and the West Side Market today.

Proposed Charter School

The system of Cleveland Public Schools has become generally acknowledged as a disincentive for families to reside in most parts of the city.  Recognizing this general fact and how it pertains to the proposed residential development on the BKL site, we feel that establishing a high quality school will be a critical factor in regaining the confidence of parents to raise their families in the City of Cleveland.  To be politically feasible (and to have any effect on the city as a whole), such a school would have to be open to students from anywhere in the city.   It would also have to be a place in which there was an explicit focus on preparing the students to attend college upon graduation from high school.  Finally, in deference to the prevailing interest in improving Cleveland’s suitability as a home for a technology-intensive economy, such a school would have a curriculum geared toward the sciences.  To meet these goals, we propose the institution of a college-preparatory, science-magnet, charter school.

If the creation of a school on the BKL site is to take the first step toward ameliorating the poor reputation of public education in Cleveland, it simply must be open to all families in the city.  But even if the existing public school system had a solid record of high quality education, today’s fiscal environment makes it unfeasible to propose the establishment of a publicly funded school.  For this reason, a charter school seems to be the best choice.  The general nature of a charter school is such that it is subject to strict educational and fiscal requirements, that it imposes a minimal marginal financial burden on the local educational system and that, in exchange, it has a greater degree of autonomy than a typical public school.  Granted, no single school will be able to win Cleveland renown for providing universally outstanding public education, but with these characteristics, such a school presents itself as a viable first step in achieving this goal.

We propose further that the charter school could be a magnet school (again, drawing students from throughout the city) for the sciences.  If the next generation of regional economic development policies is to be focused on enhancing Cleveland as a place for science- and technology-intensive industry and business, then the local labor market must be able to fill those types of jobs.  This school would not simply be a vocational school for young students, however, because more and more of the so-called “high-tech” jobs that Cleveland would like to attract demand at least a college level education.  With this in mind, we recommend that the school be oriented toward preparing its students to succeed in college and university science programs.

We initially considered renovating the existing Aviation High School building in the predevelopment phase in order to accommodate students within the next few years, and then moving it into a new building near the residential section of the BKL site in Phase I.  After subsequent deliberation, such renovation for a short-term occupation has begun to represent an excessive expense.  We have therefore decided to delay the establishment of the school until the new building can be constructed in its long-term location.  Not only would this option be less expensive, it would provide more time to assemble the financing package necessary build the type of school we envision.  Finally, the school could be established for grades K-6 or K-8, and successive grades could be added as the students progress.

On-Site Infrastructure

Naturally, with the proposal of locating substantial housing and public space development on the BKL site comes the need for some form of extension of the city’s road network.  Because we are assuming that the Shoreway and I-90 will be rebuilt according to prominent proposals and that the airport’s runways will be relocated to the northeastern-most portion of the BKL site, we have to recognize that no non-airport development can take place until those infrastructure changes have been completed.  At that point, then, the on-site roads will be developed—with utilities and communications infrastructure buried in convenient concrete channeling at the curb—as the residential/commercial phasing necessitates.
Design:  Land Use Potential/Limitations

The present Burke Lakefront Airport site presents some unique and challenging land use issues regarding the potential relocation of the runway/terminal complex and the options for reuse of the land made available for development by such a move. These considerations apply not only to the airport property, but, also, to the land currently occupied with the Shoreway, the municipal parking lots, the RTA Waterfront line, the railroad tracks, and the “Bluffs.” To contemplate these areas separately is to ignore the unprecedented opportunity the City of Cleveland has to not only redevelop the waterfront but also to create an urban environment unique in the region, if not, quite possibly, the nation. It is this potential for true innovation and creativity that makes this project one that will become a model for waterfront development and a model for capturing the imagination of the residents of the city.

Site Considerations

Burke Lakefront Airport occupies a large tract of land north of the existing Cleveland Memorial Shoreway comprising more than 500 acres. It is constructed primarily on dredgings from the Cuyahoga River and deep water channel in Lake Erie, with substantial areas comprised of municipal solid waste and construction fill. In fact, the land all the way to the base of the bluffs is compacted fill, but those areas south of the airport are more stable due to the absence of dredge material, and, as a result, are better suited to construction activities requiring more stable foundations than required for runway construction. 

Exhibit 5: Proposed Land Uses and Transportation Improvements
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As Exhibit 5 illustrates, the area is constricted by the bluffs and the current highway configuration, as well as by the heavily built-up area comprising the mass of the city in this area.  It is also apparent that the site is effectively isolated from the rest of the city by these same features – a condition that will need to be addressed in any redevelopment plan. 

Additional site considerations are imposed on the plan by the nature of airport operations, especially the restrictions imposed on planning and development by FAA regulations regarding height of structures in the vicinity of airports and the noise levels generated by flight operations at the airport.  In the case of Burke, these considerations are more restrictive than the physical geography of the location – noise and airspace limitations impose even greater restrictions on this already restricted site. While not imposing a complete brake on development, these issues present very challenging planning and design problems that must be resolved if a mixed use development is to be economically viable.

For these primary reasons, the Burke site cannot be considered solely on its own merits, but, rather, in conjunction with adjoining land and with other major projects that will enable the airport to become part of a much larger, and economically viable, reconfiguration of the lakefront. As such, the Burke land use plan encompasses the lakeshore from E. 9th St. to E. 55th St. and from Lake Erie south to the top of the bluffs – an area exceeding 3 square miles – and has the potential to create some of the most valuable real estate in the city and region.

Transportation and Infrastructure

In the preceding map, one can clearly see that the transportation infrastructure is a tangled mess in the project area. The reconfiguration of the Innerbelt curve and the West Shoreway will alleviate a great many of the inefficient land use patterns which currently exist, and, in the process, release many acres of land for other uses. As proposed, the Shoreway will be converted into a multi-lane boulevard with signaled intersections – a configuration that is much less demanding on the amount of ground that it covers – and will include connections to the existing city grid that are presently absent. This should enable large tracts to be used for development that are now isolated and unproductive behind the imposing barrier of the expressway and marginal roads. With the relocation of the airport to a site farther north and east, in combination with the unused highway land, it is estimated that nearly 400 acres of land will be available for other uses.

Exhibit 6: The Bluffs and Railroad Right-of-Way (Looking East from E. 13th Street)
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The number and arrangement of railroad tracks in the area is also a major restriction on effective use of the site. While there is still a substantial amount of rail traffic, the current arrangement was designed years ago when railroads were the principal method of transportation for both travel and the movement of goods. As a result, the railroads have a significant over-capacity, and consume much more land than can be justified by the level of activity and economic benefit provided by the service. To effectively utilize the site, the railroad must be rerouted and scaled back to a capacity that can be justified by the amount of traffic realistically estimated for the future. As can be seen in this photograph, the railroad, parking, and highway represent a very large and desirable building site that at present is not being put to its highest and best use. The current railroad right of way can easily be compressed to a width of 100 feet, or less than half of what is currently allocated for this purpose. 

The reconfiguration of the highway and railroad network in the area represent two of the most important restrictions on redevelopment of the site – without the land made available in the process, the site will not be able to have sufficient size to make the site improvements economically viable. Assuming that federal and state funds will form the bulk of the financing for the boulevard and railroad relocation, the connecting streets and on-site public improvements will still need to be financed by the local government. A conservative estimate of infrastructure improvements locally financed will be in the range of $20-25 million and assumes that the installation of utilities will be paid for by the respective companies. 

Airport Operations

As previously mentioned, continuing airport operations impose restrictions on both the size and type of structures, as well as the activities permitted, in the vicinity of an airport. These restrictions are defined in various FAA regulations, with the most important being Federal Aviation Regulations 77 and 150, which define airspace and noise restrictions. Due to the proposed location of the new runways, and the fact that the airport is bordered by water on three sides, the calculation of the airspace restrictions revealed that there would be no problem with development that contained only structures of less than 100 feet in height.

Exhibit 7: Runway Approach and Transitional Surfaces
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This basically eliminates height restrictions as a consideration in any development scenario considered in this study. It also enables planners to consider higher density development than possible with the airport in its present location.

Noise, on the other hand, presents special difficulties for development on the site, especially for residential development. Current regulations use a 65 dBA noise level as the dividing line between habitable and non-habitable locations. Further, the noise levels in the interior of residential structures cannot exceed a daytime level of 20 dBA and a nighttime level of 10 dBA. Using the measurements from four other airports, most importantly Avoca Airport in Minnesota and Republic in New York, an estimated noise profile was calculated for the Burke site. The mean distance of the curve from the center line of the main runway is 2500 feet with major expansions off the ends and at the center of the runway to almost 4000 feet. This noise curve defines the no-build zone for residential structures and effectively restricts this type of development to a 200-acre parcel at the west end of the site. 

While it is possible to estimate in a general way the area where the noise generated by airport operations eliminates housing from the development mix, it will require a complete sound survey and elaborate modeling to define the area adequately. Also, there is the effect of intervening structures and surface features on the pattern of sound transmission in the area. It is possible that the location and configuration of structures, earth berms, and the sound absorbing and reflecting characteristics of the ground and vegetation will have a positive effect on the amount of land suitable for residential development.

Exhibit 8: Noise Contour
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Potential Land Uses

Assuming that the transportation and infrastructure reconfiguration occurs as anticipated, and the results of the noise survey are favorable, it should be possible to develop the site as illustrated in Figure 1. Most important is the ability to maximize the residential component. This will require development of sufficient density to maintain economies of scale as well as to enhance the urban nature of the district.

Exhibit 9: Proposed Mixed Use Residential District

[image: image8.jpg]Burke Lakefront Airport
Proposed Mixed Use Residential District

Phase 3 row houses
Phase 3 apartments
Phase 2 row houses

[ Phase 2 apartments
Phase 1 apartments

[ New school

New access
Boathouses
New boulevard
Retail nodes
Residential uses
Mixed use area
Aviation uses
Commercial uses

[ Public space

[ Phase 1 row houses

N/ New streets
/\/ Access roads

04 Miles

02

02

Planming Capstone

April 25, 2003

Prepared by: Mark O'Brien





Using the results of the housing survey and examination of other urban neighborhood projects, compared to the size of the site, it is estimated that 2,000 residential units totaling 4 million sq. ft. can be accommodated by both the site and the market. Since this development is unlike anything ever attempted in this region, market penetration and capacity is difficult to estimate, but these figures seem reasonable based on historic housing demand in Northeast Ohio.

As can be seen in Exhibit 9, the boulevard is the main axis along which the residential development will occur. Central to this configuration is the arrangement of structures surrounding the intersections which form the nodes around which the neighborhood will focus. The intersections also benefit from their distance from each other – the center of each block is no more than ¼ mile from a node – which encourages pedestrian activity in the district. By locating large apartment structures with ground level retail in these nodes will further enhance the street level activity while at the same time minimizing the need for cars in the district. The new linkages to the central city will also encourage interaction with the rest of the city.

The existence, and potential extension, of the Waterfront Line enhances the site as a transit oriented development and further reduces the reliance of residents on a car for basic transportation. Routing of the extension of the Waterfront Line seems to be somewhat contentious – original proposals were for the extension to extend up E.18th St. to CSU, but that option seems to be precluded by the street extension to the boulevard at the same location, the degree of the slope, and the expense involved in turning the Waterfront Line into a subway at the base of the Bluffs. Instead, it makes more sense to route the extension along the existing right-of-way to the Midtown District and link up with the east side rail lines near E.55th St. 

While development of the Bluffs is not part of the original specification, it has been studied as an essential component of the mixed-use scenario. Without the added land mass, and the restrictions on constructions at the Burke site posed by the unstable fill, the residential component would not be large enough to justify the infrastructure investment necessary to support it. The resulting land use plan will enable both adjustment of the final build-out composition and substantial additions to the property tax base to support completion of the development. It is the luxury townhouses that will complete the unique character of the district while at the same time offering a housing option that is absent in the market at present.

Summary

As is obvious, the mixed use scenario is heavily dependent upon a great many things happening – conversion of the Shoreway to a boulevard, relocation of the runways and terminal at Burke, relocation of the railroads to a more compact right-of-way, and creation of physical and mental linkages to the central city. However, should these be possible, it is well within the capability of the citizens of Cleveland and Northeast Ohio to create a viable, vital, and unique urban environment on the shores of Lake Erie that will be the object of study and envy in civic circles in the nation for many years to come.

Market Analyses:  Housing/Retail

Vision, Objectives and Assumptions

The guiding vision for the residential and retail development at the Burke site is to create a signature development, absolutely unique within the Cleveland metropolitan region, at sufficient scale to accomplish several objectives:

· Attract suburban households to move to the downtown lakeshore area;

· Add to the city’s park space;

· Create new opportunities for public access and use along the Lake Erie waterfront; and

· Provide continuing tax revenue for the City of Cleveland;

The intention is to create a neighborhood which accelerates repopulation of Cleveland’s downtown by complementing, rather than competing with, the warehouse rehabilitation activities currently taking place downtown.  It is expected that redevelopment of Burke as a park‑ and waterfront-oriented neighborhood would tap into a latent demand among suburban residents who would like to live downtown but find warehouse living options unsatisfactory.

Accordingly, the project’s residential design principles assume a community which is “walkable” internally, connected by public transit to downtown employment and entertainment districts, but with convenient automobile access to the rest of the metropolitan area.  The neighborhood will have a distinctly urban but relaxed “feel”:  dense but not oppressive, with ground-level retail activity, a network of biking and walking paths, strong connections to the adjoining public park land and waterfront.  Requirements for inclusion of affordable housing units and use of environmentally sensitive building materials should contribute to a cosmopolitan atmosphere for the development.

Housing Market Identification and Penetration

In order to verify feasibility of the use of Burke land for residential purposes, Planning Capstone Seminar students conducted brief telephone surveys with 206 individuals during March and April 2003, using a stratified random sample selected from listings in the May 2002 Cleveland area telephone directory.  The survey had three related objectives:  (1) to identify the level of potential consumer interest in the Burke site as a location for future multi-family housing (townhouse, loft, and multi-story condominium or rental units); (2) to outline certain broad characteristics of the submarket to which such housing at Burke would appeal; and (3) to estimate the impact of certain site- and development-related characteristics on housing consumer interest.  Responses were sought from residents of two hypothetically distinct suburban community types:  three suburbs (Lakewood, Cleveland Heights, and Shaker Heights) with concentrations of higher-density “urban-type” housing and commercial development; and the more “traditional” suburban communities ringing the Cleveland metropolitan area.

Survey Limitations

Although telephone numbers were selected for calling on a random basis, the survey responses received may not reflect the same degree of randomness; indeed, it is virtually certain that the data contains biases whose scope and effects are unknown.  Sources of likely data bias include:

· Potential survey respondents were selected from the published telephone directory, thereby excluding households with unlisted telephone numbers and households who obtained their telephone service after the directory’s publication date.

· Students made telephone calls at times of their own choosing.  It is possible that the selection of calling times limited responses to individuals who were at home during relatively narrow time periods.

· Because participation in the survey was voluntary, the characteristics of those who agreed to participate may not be representative of the larger suburban populations.  Because each potential respondent received an explanation of the general nature and purpose of the survey, it is possible (and perhaps likely) that those who agreed to participate had greater underlying interest in lakefront housing opportunities than those who declined.  Thus, responses to the attitude-measuring portions of this survey may be more favorable (on average) than would be true of the population as a whole.

Market Characteristics

Survey responses showed 11 households (5.3% of the sample) which should have strong potential interest in higher-density housing at the Burke site, based on common expression of three significant characteristics:  expectation of moving to a new residence within 12 months, very favorable response to a description of the potential neighborhood, and expressed preference for townhouse or stacked-flat housing configurations.  An overview of these 11 high-priority respondents follows.

Exhibit 10: High-Priority Survey Respondents

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	Sum

	
	
	
	
	
	
	
	
	
	
	
	
	

	Currently own
	(
	
	
	(
	
	
	(
	
	
	
	(
	4

	Currently rent
	
	(
	(
	
	(
	(
	
	(
	(
	(
	
	7

	Anticipate buying
	(
	
	
	(
	(
	(
	
	
	
	(
	(
	6

	Anticipate renting
	
	(
	(
	
	
	
	(
	(
	(
	
	
	5

	Single-adult household
	(
	
	(
	(
	(
	
	
	(
	
	
	
	5

	Multi-adult household
	
	(
	
	
	
	(
	(
	
	(
	(
	(
	6

	Children
	
	
	
	
	
	
	
	
	
	(
	
	1

	No children
	(
	(
	(
	(
	(
	(
	(
	(
	(
	
	(
	10

	Householder age bracket
	40
	40
	20
	60
	20
	50
	40
	20
	20
	40
	40
	

	“Urban suburb” resident
	
	
	CH
	L
	L
	CH
	SH
	
	UH
	L
	
	7

	“Traditional suburb” resident
	NE
	S
	
	
	
	
	
	NE
	
	
	NE
	4

	Length of Cleveland residence
	47
	
	2
	25
	25
	22
	40
	LT
	25
	40
	30
	

	Desired bedrooms
	3
	2
	1
	2
	2
	3
	1
	1
	2
	4
	2
	2.1

	Desired baths
	2
	1
	1
	1
	1
	2
	1
	1
	2
	2
	2
	1.5

	Desired garage spaces
	2
	2
	0
	0
	1
	2
	0
	1
	2
	2
	2
	1.3

	Price under $150,000
	
	
	
	
	(
	
	
	
	
	
	
	1

	Price $150,000 to $175,000
	
	
	
	
	
	
	
	
	
	(
	
	1

	Price $175,000 to $200,000
	(
	
	
	(
	
	(
	
	
	
	(
	
	4

	Price $200,000 to $225,000
	
	
	
	(
	
	(
	
	
	
	
	
	2

	Price $225,000 to $250,000
	
	
	
	
	
	
	
	
	
	
	
	0

	Price $250,000 to $275,000
	
	
	
	
	
	
	
	
	
	
	
	0

	Price $275,000 to $300,000
	
	
	
	
	
	
	
	
	
	
	
	0

	Price $300,000 to $350,000
	
	
	
	
	
	
	
	
	
	
	
	0

	Price $350,000 to $400,000
	
	
	
	
	
	
	
	
	
	
	
	0

	Price over $400,000
	
	
	
	
	
	
	
	
	
	
	(
	1

	No response to price
	
	(
	(
	
	
	
	(A)
	(B)
	(C)
	
	
	

	(A)
Rent $350 to $500
Unit pref:
(B)
Rent $500 to $1,000
(C)
Rent $1,000
	T/F
	T
	F
	F
	T
	T/S
	F
	F
	F/D
	T
	F/S
	



Several observations about this residential target market stand out from the profile:

· The target group favors the “urban-type” suburbs over the “traditional” suburbs.  The propor​tion of urban-type suburb respondents (7 of 93, or 7.5%) is about double that of traditional suburb respondents (4 of 113, or 3.5%).

· The group is about evenly split between single-adult and multi-adult households and between those which anticipate buying and renting their next home.  The 50/50 splits hold within the “urban-type” and “traditional” suburbs, individually as well as combined.  This observation suggests that the Burke site can sustain both for-sale and rental units, in a range of sizes from one-bedroom to three- (or perhaps even four-) bedroom.

· There may be little demand for housing at the Burke site among households with children.

· Parking could become an issue requiring attention.  Six of the 11 high-priority respondents expressed a desire for two parking spaces.  Since three respondents indicated no need for garage space, there may be some opportunity for inter-household negotiation to solve some of the potential parking problems.

· With one exception, the high-priority respondents’ expected purchase price ranges fall at the lower end of the spectrum.  Nevertheless, the one exception was at the extreme upper end, and several newer townhouse developments in the City of Cleveland demonstrate the expectation of a market for units in the $250,000 to $350,000 range.

Survey respondents were asked to evaluate (on a scale from -3 to +3 with 0 being neutral) the effect of 23 site features on their willingness to buy or rent a home on the downtown lakefront.  There proved to be significant differences between the prefer​ences of the overall sample and the target market:

Exhibit 11: Site Feature Evaluation

Amenities

	Overall Sample
	
	Target Market

	View of Lake Erie
Public biking trail/walking path
Next to lakefront public park
View of downtown skyline
Boulevard with median
Access to residents’ private park
Adjacent to retail
	1.9
1.7
1.4
1.3
1.2
1.2
1.0
	
	Public biking trail/walking path
View of Lake Erie
Next to lakefront public park
View of downtown skyline
Boulevard with median
Close to downtown
Access to residents’ private park
Proximity to freeway interchange
Adjacent to retail
Access to marina/boat slip
Near large-scale public events
	2.3
2.0
1.9
1.8
1.8
1.7
1.6
1.5
1.4
1.0
1.0


Disamenities

	Overall Sample
	
	Target Market

	Exposure to aircraft fuel fumes
Small-plane takeoff/landing noise
Capped landfill of river dredgings
Within ½ mile of railroad
High-rise building
Remediated brownfield
Adjacent to Burke Airport
Within ¼ mile of helipad
View of airport activity
	-2.3
-2.0
-1.7
-1.6
-1.3
-1.3
-1.3
-1.3
-1.1
	
	Exposure to aircraft fuel fumes
Small-plane takeoff/landing noise
Capped landfill of river dredgings
Within ½ mile of railroad
Adjacent to Burke Airport
Within ¼ mile of helipad 
Remediated brownfield
View of airport activity 
High-rise building
	-2.0
-1.3
-1.3
-1.0
-0.9
-0.8
-0.4
-0.1
0.0



Both groups generally identify similar general categories of amenities (greenspace, aesthetics and retail) and disamenities (airport functions and environmental issues).  However, the target market rate all of the overall sample’s amenity items more highly and find four other features to be site amenities.  Furthermore, all of the disamenities identified by the overall respondent population are rated less severely (by 0.3 to 1.3) by the target market, and three of those disamenities drop into the target market’s “neutral” range:  high-rise building; remediated brownfield; and view of airport activity.

Thus, the target market expresses a large number of housing-related preferences to which the Burke location is highly conducive and identifies relatively few concerns related to the Burke site.  The redevelopment project involves site modifications which should mitigate the airport‑ and rail-related issues; responding to the landfill composition concerns is essentially a matter of providing clear information.

Market Size and Penetration

Based on the target subgroup of “townhouse-friendly favorable movers,” the following analysis attempts to estimate the size of the potential market for housing at Burke.  The analysis builds upon the following data from the subgroup and 2000 census data obtained from the Center on Urban Poverty and Social Change (CUPSC) website at Case Western Reserve University’s Mandel School of Applied Social Sciences (http://cando.cwru.edu):

Survey data target group percentages:
Households with children:
1/85
1.2%
Households without children:
10/121
8.3%
Urban-type suburb households:
7/93
7.5%
Traditional suburb households:
4/113
3.5%

Urban-type suburbs:

Households with children
15,685

Households without children
44,141
Traditional suburbs:

Households with children
80,561

Households without children
202,334

Using this data (and an estimate of .001 for the potential interest level among traditional-suburb households with children), the number of “interested” households in the Cleveland suburbs can be projected at about 10,600:

“Urban-type” suburbs:
Households with children:
15,685 x .01 =
157
Households without children
44,141 x .075 =
3,310
3,467

“Traditional” suburbs:
Households with children
80,561 x .001 =
80
Households without children
202,334 x .035 =
7,081
7,161

Applying various “successful sale” penetration rate assumptions to these projections (which should represent fairly high-interest households) yields a range of annual absorption levels from 245 to 1,050 units, as follows:

Aggressive:
Urban-type — 20%
3,467 x .20 =
693
Traditional — 5%
7,161 x .05 =
358
1,051

Moderate:
Urban-type — 10%
3,467 x .100 =
346
Traditional — 2.5%
7,161 x .025 =
179
525

Conservative:
Urban-type — 5%
3,467 x .05 =
173
Traditional — 1%
7,161 x .01 =
  72
245

The development plans contemplated by the project team have employed the “moderate” capture rate assumptions and thus incorporate an annual demand of 525 housing units.

Buildout Projections

Projecting annual housing construction needs for the development involves offsetting the anticipated annual demand by an allowance for outmigration from the neighborhood.  Data obtained from the CUPSC website indicate that 20% of Cuyahoga County residents change their residence in a typical year.  Buildout calculations for residential development at Burke incorporate a five-year graduated increase in outmigration to the 20% average, as follows:

· Year 1:
None

· Year 2:
  2%

· Year 3:
  7%

· Year 4:
15%

· Year 5 and after:
20%

Exhibit 12 (following) presents the project’s buildout schedule, combining the annual outmigration assumptions with the projected annual demand.  Under the “moderate” capture rate assumptions, the project builds to 2,000 units (at the anticipated density of 10 units per acre) in six years and to 2,400 units (the maximum feasible level given the available acreage under the site’s noise barrier constraints) in 10 years.

Exhibit 12: Project Buildout Schedule

	
	CONSERVATIVE SCENARIO
	MODERATE SCENARIO
	AGGRESSIVE SCENARIO

	
	Units Vacated
	New Units to Support Demand
	Total Units Supported
	Units Vacated
	New Units to Support Demand
	Total Units Supported
	Units Vacated
	New Units to Support Demand
	Total Units Supported

	
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Year 0
	 
	 
	0
	 
	 
	0
	 
	 
	0

	Year 1
	0
	245 
	245 
	0
	525 
	525 
	0
	1,050 
	1,050 

	Year 2
	5 
	240 
	485 
	11 
	515 
	1,040 
	21 
	1,029 
	2,079 

	Year 3
	34 
	211 
	696 
	73 
	452 
	1,492 
	146 
	904 
	2,983 

	Year 4
	104 
	141 
	837 
	224 
	301 
	1,793 
	448 
	602 
	3,586 

	Year 5
	167 
	78 
	914 
	359 
	166 
	1,959 
	717 
	333 
	3,919 

	Year 6
	183 
	62 
	977 
	392 
	133 
	2,093 
	784 
	266 
	4,185 

	Year 7
	195 
	50 
	1,026 
	419 
	106 
	2,199 
	837 
	213 
	4,398 

	Year 8
	205 
	40 
	1,066 
	440 
	85 
	2,284 
	880 
	170 
	4,568 

	Year 9
	213 
	32 
	1,098 
	457 
	68 
	2,352 
	914 
	136 
	4,705 

	Year 10
	220 
	25 
	1,123 
	470 
	55 
	2,407 
	941 
	109 
	4,814 

	Year 11
	225 
	20 
	1,144 
	481 
	44 
	2,451 
	963 
	87 
	4,901 

	Year 12
	229 
	16 
	1,160 
	490 
	35 
	2,485 
	980 
	70 
	4,971 

	Year 13
	232 
	13 
	1,173 
	497 
	28 
	2,513 
	994 
	56 
	5,027 

	Year 14
	235 
	10 
	1,183 
	503 
	22 
	2,536 
	1,005 
	45 
	5,071 

	Year 15
	237 
	8 
	1,192 
	507 
	18 
	2,554 
	1,014 
	36 
	5,107 

	Year 16
	238 
	7 
	1,198 
	511 
	14 
	2,568 
	1,021 
	29 
	5,136 

	Year 17
	240 
	5 
	1,204 
	514 
	11 
	2,579 
	1,027 
	23 
	5,159 

	Year 18
	241 
	4 
	1,208 
	516 
	9 
	2,588 
	1,032 
	18 
	5,177 

	Year 19
	242 
	3 
	1,211 
	518 
	7 
	2,596 
	1,035 
	15 
	5,191 

	Year 20
	242 
	3 
	1,214 
	519 
	6 
	2,602 
	1,038 
	12 
	5,203 

	
	
	
	
	
	
	
	
	
	

	NOTES:
	
	
	
	
	
	
	
	
	

	Units vacated:
	2% (of prior year total supported units) in Year 2;  7% in Year 3;
	

	
	15% in Year 4; and 20% in Year 5 and beyond
	
	
	

	New units needed:
	Annual demand minus units vacated
	
	
	
	

	Total units supported:
	Prior year total plus new units needed
	
	
	
	


Housing Product Mix

The development plan envisions a variety of unit types (townhouses, apartments, loft units, and luxury “boathouses”) and sizes for both the rental and purchase markets.  For reasons of social equity and in order to maintain the cosmopolitan character of the new neighborhood, 15 percent of both rental and purchase units will be designated as affordable housing.  Survey responses suggest that this requirement will have minor effect on housing demand at the development, as the target market appears positively oriented, at a moderate level, to mixed-income developments.

To secure the development’s recognition as a signature neighborhood (and in accordance with preferences expressed by survey respondents), the units will incorporate large kitchens and bathrooms, generous amounts of storage, and support for high-speed internet connections.  “Green” building materials and construction techniques will be employed; here again, the philosophically “right” thing to do finds resonance with the target market’s interest in outdoor activity and concern with environmental integrity.

The development’s price point/unit mix matrix has been selected to take note of the survey data suggesting that the high-interest target market clusters at the lower end of the price range (i.e., up to about $225,000).  A smaller (but still significant) number of units has been included at prices of $300,000 and above, in recognition of recent price trends for newer townhouse construction in the city.  Exhibit 13 (following) outlines the potential mix at buildout levels of 2,000 and 2,400 units, with respective nominal market values of $333 million and $398 million (in current dollars, not adjusted for inflation).

Exhibit 13: Potential Housing Unit Mix at Buildout

	Housing Unit Type
	Price
	HUs at Buildout
	Nominal Market Value at Buildout

	
	(1)
	(1)
	

	RENTAL (2)
	
	
	

	   1BR Market
	 $        650 
	300 
	 $    23,400,000

	   2BR/1BA Market
	 $     1,000 
	300 
	 $    36,000,000

	   2BR/2BA Market
	 $     1,200 
	200 
	 $    28,800,000

	   3BR/2BA Market
	 $     1,800 
	50 
	 $    10,800,000

	   1BR Affordable
	 $        450 
	60 
	 $      3,240,000

	   2BR/1BA Affordable
	 $        600 
	60 
	 $      4,320,000

	   2BR/2BA Affordable
	 $        650 
	30 
	 $      2,340,000

	PURCHASE
	
	
	

	   2BR Townhouse/Condo
	 $  200,000 
	325 
	 $    65,000,000

	   3BR Townhouse/Condo
	 $  250,000 
	325 
	 $    81,250,000

	   Luxury Townhouse/Condo
	 $  300,000 
	180 
	 $    54,000,000

	   Luxury Boathouse
	 $  500,000 
	20 
	 $    10,000,000

	   2BR Affordable Townhouse
	 $    80,000 
	75 
	 $      6,000,000

	   3BR Affordable Townhouse
	 $  100,000 
	75 
	 $      7,500,000

	Total
	 
	2,000 
	 $  332,650,000

	
	
	
	

	RENTAL (2)
	
	
	

	   1BR Market
	 $        650 
	360 
	 $    28,080,000

	   2BR/1BA Market
	 $     1,000 
	360 
	 $    43,200,000

	   2BR/2BA Market
	 $     1,200 
	240 
	 $    34,560,000

	   3BR/2BA Market
	 $     1,800 
	60 
	 $    12,960,000

	   1BR Affordable
	 $        450 
	70 
	 $      3,780,000

	   2BR/1BA Affordable
	 $        600 
	75 
	 $      5,400,000

	   2BR/2BA Affordable
	 $        650 
	35 
	 $      2,730,000

	PURCHASE
	
	
	

	   2BR Townhouse/Condo
	 $  200,000 
	390 
	 $    78,000,000

	   3BR Townhouse/Condo
	 $  250,000 
	390 
	 $    97,500,000

	   Luxury Townhouse/Condo
	 $  300,000 
	220 
	 $    66,000,000

	   Luxury Boathouse
	 $  500,000 
	20 
	 $    10,000,000

	   2BR Affordable Townhouse
	 $    80,000 
	90 
	 $      7,200,000

	   3BR Affordable Townhouse
	 $  100,000 
	90 
	 $      9,000,000

	Total
	 
	2,400 
	 $  398,410,000

	
	
	
	

	NOTES:
	
	
	

	(1)  Assumed distribution
	
	
	

	(2)  Nominal MV for property tax purposes estimated at 10 years' rental income, ignoring inflation effects


Retail Mix

Demand for retail facilities in the neighborhood is a function of the aggregate annual household income of the residents (in effect, the residents’ combined annual “buying power”).  The following methodology was used to estimate this resource measure:

· The number of housing units at buildout was reduced by an assumed vacancy rate of 5% for all unit types except affordable purchase units (for which, under the City of Cleveland’s lease-to-own program, we understand that there is a current waiting list of over 300 families).  This provided an estimate of occupied units at buildout.

· Average annual household income was estimated for each housing unit type.  For rental units, we multiplied annual housing expenses (rent plus an estimate of utilities) by four, under the assumption that housing costs would consume 25% of annual income.  For purchase units, we estimated annual household income at 40% of the purchase price; in other words, we assumed that, for the average homeowner, the purchase price would be 2.5 times annual income.  (To the degree that households’ “comfort zones” for housing costs exceed the assumed ratios, both of these assumptions may overstate aggregate household income in the initial year of residence.  However, the estimates take no account of likely gains in real household income in subsequent years of residence, and such gains would have a mitigating effect on any initial overstatement.)

· To account for the additional buying power of low-income families (resulting from various forms of transfer payments not reflected in reported household income figures), average household incomes for the affordable housing units were adjusted by a “low-income multiplier” estimated by reference to the Consumer Expenditure Survey (1998-1999) for the midwestern region, obtained from the Bureau of Labor Statistics internet site.  The CES provides information on average annual expenditures stratified according to income levels.  The “low-income multiplier” was extrapolated from the ratio of average expenditures to average income contained in the CES stratifications.  Application of the “low-income multiplier” yielded estimated effective household income for each unit type.

· Finally, the estimated Burke effective household income was calculated, for each unit type, as the product of the number of occupied housing units at buildout and the estimated effective household income.

As detailed in Exhibit 14 (following page), these calculations provide “annual buying power” estimates of $136 million at 2,000 units and $162 million at 2,400 units.  Again, the amounts are expressed in current dollars, not adjusted for inflation.

Exhibit 14: Annual Buying Power at Burke Residential Development

	Housing Unit Type
	Price
	HUs at Buildout
	Est. Vacancy Rate
	Occupied HUs at Buildout
	Estimated Average HH Income
	Low-Income Multi​plier
	Estimated Effective HH Income
	Estimated Burke Effective HH Income

	
	(1)
	(1)
	(2)
	
	(3)
	(4)
	(5)
	(6)

	RENTAL
	
	
	
	
	
	
	
	

	   1BR Market
	$        650 
	300 
	5%
	285 
	$    40,000 
	1.00
	$    40,000 
	$   11,400,000 

	   2BR/1BA Market
	$     1,000 
	300 
	5%
	285 
	$    60,000 
	1.00
	$    60,000 
	$   17,100,000 

	   2BR/2BA Market
	$     1,200 
	200 
	5%
	190 
	$    70,000 
	1.00
	$    70,000 
	$   13,300,000 

	   3BR/2BA Market
	$     1,800 
	50 
	5%
	48 
	$  100,000 
	1.00
	$  100,000 
	$     4,750,000 

	   1BR Affordable
	$        450 
	60 
	5%
	57 
	$    24,000 
	1.10
	$    26,400 
	$     1,504,800 

	   2BR/1BA Affordable
	$        600 
	60 
	5%
	57 
	$    30,000 
	1.02
	$    30,600 
	$     1,744,200 

	   2BR/2BA Affordable
	$        650 
	30 
	5%
	29 
	$    32,000 
	1.02
	$    32,640 
	$        930,240 

	PURCHASE
	
	
	
	
	
	
	
	

	   2BR Townhouse/Condo
	$ 200,000 
	325 
	5%
	309 
	$    80,000 
	1.00
	$    80,000 
	$   24,700,000 

	   3BR Townhouse/Condo
	$ 250,000 
	325 
	5%
	309 
	$  100,000 
	1.00
	$  100,000 
	$   30,875,000 

	   Luxury Townhouse/Condo
	$ 300,000 
	180 
	5%
	171 
	$  120,000 
	1.00
	$  120,000 
	$   20,520,000 

	   Luxury Boathouse
	$ 500,000 
	20 
	5%
	19 
	$  200,000 
	1.00
	$  200,000 
	$     3,800,000 

	   2BR Affordable Townhouse
	$   80,000 
	75 
	0%
	75 
	$    30,000 
	1.02
	$    30,600 
	$     2,295,000 

	   3BR Affordable Townhouse
	$ 100,000 
	75 
	0%
	75 
	$    36,000 
	1.01
	$    36,360 
	$     2,727,000 

	Total
	 
	2,000 
	 
	1,908 
	 
	 
	 
	$ 135,646,240 

	
	
	
	
	
	
	
	
	

	RENTAL
	
	
	
	
	
	
	
	

	   1BR Market
	$        650 
	360 
	5%
	342 
	$    40,000 
	1.00
	$    40,000 
	$   13,680,000 

	   2BR/1BA Market
	$     1,000 
	360 
	5%
	342 
	$    60,000 
	1.00
	$    60,000 
	$   20,520,000 

	   2BR/2BA Market
	$     1,200 
	240 
	5%
	228 
	$    70,000 
	1.00
	$    70,000 
	$   15,960,000 

	   3BR/2BA Market
	$     1,800 
	60 
	5%
	57 
	$  100,000 
	1.00
	$  100,000 
	$     5,700,000 

	   1BR Affordable
	$        450 
	70 
	5%
	67 
	$    24,000 
	1.10
	$    26,400 
	$     1,755,600 

	   2BR/1BA Affordable
	$        600 
	75 
	5%
	71 
	$    30,000 
	1.02
	$    30,600 
	$     2,180,250 

	   2BR/2BA Affordable
	$        650 
	35 
	5%
	33 
	$    32,000 
	1.02
	$    32,640 
	$     1,085,280 

	PURCHASE
	
	
	
	
	
	
	
	

	   2BR Townhouse/Condo
	$ 200,000 
	390 
	5%
	371 
	$    80,000 
	1.00
	$    80,000 
	$   29,640,000 

	   3BR Townhouse/Condo
	$ 250,000 
	390 
	5%
	371 
	$  100,000 
	1.00
	$  100,000 
	$   37,050,000 

	   Luxury Townhouse/Condo
	$ 300,000 
	220 
	5%
	209 
	$  120,000 
	1.00
	$  120,000 
	$   25,080,000 

	   Luxury Boathouse
	$ 500,000 
	20 
	5%
	19 
	$  200,000 
	1.00
	$  200,000 
	$     3,800,000 

	   2BR Affordable Townhouse
	$   80,000 
	90 
	0%
	90 
	$    30,000 
	1.02
	$    30,600 
	$     2,754,000 

	   3BR Affordable Townhouse
	$ 100,000 
	90 
	0%
	90 
	$    36,000 
	1.01
	$    36,360 
	$     3,272,400 

	Total
	 
	2,400 
	 
	2,289 
	 
	 
	 
	$ 162,477,530 

	NOTES:
	
	
	
	
	
	
	
	

	(1)  Assumed distribution
	
	
	
	
	
	
	
	

	(2)  No vacancy for lease-purchase units; current waiting list of 300+ people
	
	
	
	

	(3)  Calculated as 4 times rent-plus-estimated-utilities for rental units; 40% of purchase price for purchased units
	

	(4)  Estimated based on data from 1998-1999 Consumer Expenditure Survey (BLS website) for midwestern region
	

	(5)  Estimated average HH income multiplied by low-income multiplier
	
	
	
	

	(6)  Estimated effective HH income multiplied by occupied households at buildout
	
	
	


Retail Niche Analysis

To estimate the amount and types of retail development which the potential Burke neighborhood could support, a detailed retail market niche analysis was performed.  The analysis involved the following sequence of steps:

· For each of 53 retail trade categories (store types), an estimate of the average percentage of household income spent in that category was calculated from data included in the 1992 Economic Census of Retail Trade and Service Industries, for the state of Ohio as a whole.  For the calculation, 1992 statewide sales (recorded in the economic census) in each retail trade category were divided by a base estimated 1992 total statewide personal income of $214.4 billion.

· Recalculation of the “estimated Burke effective household income” (see previous section), as if there had been no low-income multiplier for any of the housing unit types, revealed that the low-income adjustment had added insignificant amounts to the aggregate Burke effective income.  Accordingly, for the anticipated Burke development, it proved unnecessary to adjust the retail trade categories’ “percentage of household income” figures to incorporate the impact of disproportionate spending patterns in low-income households.

· For each retail trade category, a “capture rate” was assumed (ranging from 35% for “comparison” shopping items to 80% for some “convenience” items) based on inferences related to the level and nature of competitive retail activity in the downtown area.

· Multiplying the “estimated Burke effective household income” ($136 million and $162 million at buildout levels of 2,000 and 2,400 units, respectively) by the “percent of income” and “capture rate” yielded the “potential Burke site sales” estimate for each trade category/store type.  This figure approximates the amount of money that would be expected to be spent in any given trade category within the Burke development, based only on sales to resident households — assuming that Burke neighborhood household spending patterns will approximate those of the state of Ohio as a whole in 1992.  (This assumption is probably tenuous at best.)

· From the Urban Land Institute’s Dollars and Cents of Shopping Centers:  2000, I obtained data on average annual sales per square foot for each retail trade category/store type.  The data reflected 1998 sales figures; therefore, the data were inflated to 2002 values (a factor of 1.08448) by reference to Consumer Price Index figures (CPI‑U, Cleveland-Akron MSA, all items) obtained from the Bureau of Labor Statistics internet site.

· Dividing potential Burke site sales by projected average sales per square foot yielded an estimate of the gross amount of square feet of retail space, for each store type, supportable by Burke households.

· Finally, dividing the net supportable square footage for each store type by a “typical store size” figure (also obtained from Dollars and Cents of Shopping Centers:  2000) suggests the number of stores of each type supportable in the Burke development.

The niche analysis (detailed in Exhibits 15 and 16, following at pages 45 and 46) suggests that projected residential levels at the Burke development could support 60,000 to 70,000 square feet of convenience retail including a mini-supermarket (or perhaps a specialty supermarket) of 18,000 to 21,000 square feet.  Given the reluctance of retailers to commit themselves to small supermarkets, it may be more reasonable to expect that the additional grocery store demand generated by the Burke residents would provide the necessary “critical mass” in the entire downtown area to justify the existence of a modern, full-service supermarket at the top of the bluffs.  Based on the retail niche analysis, suitable retail activity (excluding the potential supportable supermarket space) in the Burke development could include:

· 5 to 7 refreshment/fast food places;

· 4 or 5 miscellaneous repair establishments;

· 2 full-service restaurants;

· 1 or 2 beauty shops;

· 1 general merchandise store;

· 1 florist;

· 1 coin-operated laundry; and perhaps

· A convenience food store, gasoline station, drug store, and bar.

This does not represent a particularly robust array of retailing choices.  However, assuming that the adjacent park space and waterfront access would attract other Cleveland-area residents (i.e., from outside the Burke development itself), there may be an opportunity to direct additional retail activity toward the needs and tastes of such a recreation-oriented market.

Exhibit 15: Retail Niche Analysis (2,000 Housing Units)

	Estimated Burke Site Income
	Store Type
	% of Income
	Capture Rate
	Potential Burke Site Sales
	2002 Avg. Sales per SF
	Support-able SF
	Typical SF
	No. of Stores Needed

	(1)
	
	(2)
	
	(3)
	(4)
	(5)
	(6)
	(7)

	$135,646,000 
	Refreshment Places/Fast Food
	1.76%
	75%
	$1,790,847 
	$216.90 
	8,257 
	1,500 
	5.50

	$135,646,000 
	Miscellaneous Repair Services
	0.66%
	80%
	$718,356 
	$142.25 
	5,050 
	1,350 
	3.74

	$135,646,000 
	Restaurants w/ Liquor
	1.56%
	50%
	$1,060,033 
	$216.67 
	4,892 
	3,381 
	1.45

	$135,646,000 
	Beauty Shops
	0.22%
	80%
	$238,803 
	$144.20 
	1,656 
	1,200 
	1.38

	$135,646,000 
	Variety/General Merchandise
	0.97%
	80%
	$1,052,712 
	$138.08 
	7,624 
	7,000 
	1.09

	$135,646,000 
	Florists
	0.11%
	80%
	$121,710 
	$118.80 
	1,024 
	1,200 
	0.85

	$135,646,000 
	Coin-Operated Laundry
	0.04%
	80%
	$44,876 
	$36.15 
	1,242 
	1,600 
	0.78

	$135,646,000 
	Convenience Food Stores
	0.62%
	80%
	$678,137 
	$496.05 
	1,367 
	2,000 
	0.68

	$135,646,000 
	Gasoline Service Stations
	2.92%
	80%
	$3,165,495 
	$2,468.58 
	1,282 
	2,000 
	0.64

	$135,646,000 
	Drug/Proprietary Stores
	1.72%
	80%
	$1,865,809 
	$321.54 
	5,803 
	9,100 
	0.64

	$135,646,000 
	Miscellaneous Food Stores
	0.22%
	80%
	$241,278 
	$238.59 
	1,011 
	1,600 
	0.63

	$135,646,000 
	Drinking Places/Bars
	0.26%
	50%
	$178,728 
	$109.42 
	1,633 
	2,600 
	0.63

	$135,646,000 
	Hobby/Toy/Game Stores
	0.21%
	75%
	$210,472 
	$157.25 
	1,338 
	2,400 
	0.56

	$135,646,000 
	Liquor Stores
	0.32%
	80%
	$344,516 
	$267.78 
	1,287 
	2,362 
	0.54

	$135,646,000 
	Supermarkets/Grocery
	6.05%
	80%
	$6,560,546 
	$368.24 
	17,816 
	33,900 
	0.53

	$135,646,000 
	Other Eating Places
	0.37%
	65%
	$322,391 
	$201.71 
	1,598 
	3,075 
	0.52

	$135,646,000 
	Stationery/Card/Gift Stores
	0.20%
	80%
	$215,272 
	$178.69 
	1,205 
	2,480 
	0.49

	$135,646,000 
	Electronics/Computer Stores
	0.45%
	35%
	$213,592 
	$209.11 
	1,021 
	2,200 
	0.46

	$135,646,000 
	Dry Cleaners
	0.10%
	70%
	$92,486 
	$137.70 
	672 
	1,500 
	0.45

	$135,646,000 
	Shoe Stores
	0.32%
	35%
	$151,096 
	$154.08 
	981 
	2,700 
	0.36

	$135,646,000 
	Home Furnishings Stores
	0.33%
	35%
	$157,076 
	$202.86 
	774 
	2,300 
	0.34

	$135,646,000 
	Women's Clothing/Specialty
	0.62%
	35%
	$293,708 
	$317.95 
	924 
	2,750 
	0.34

	$135,646,000 
	Video Rental
	0.10%
	80%
	$104,525 
	$96.08 
	1,088 
	3,675 
	0.30

	Note 1:
Calculated in Exhibit 14

	Note 2:
Calculated from 1992 Census of Retail Trade, at Govinfo Sharing Program at Oregon State University internet site (library.orst.edu)

	Note 3:
"Estimated. Burke Site Income" times "% of Income" times "Capture Rate"

	Note 4:
From Urban Land Institute, Dollars and Cents of Shopping Centers:  2000

	Note 5:
"Potential Burke Site Sales" divided by "Avg. Sales per SF"

	Note 6:
From Urban Land Institute, Dollars and Cents of Shopping Centers:  2000 

	Note 7:
"Supportable SF" divided by "Typical SF"


Data displayed only for store types (of 53 analyzed) for which the analysis showed support for at least 0.3 stores.

Exhibit 16: Retail Niche Analysis (2,400 Housing Units)

	Estimated Burke Site Income
	Store Type
	% of Income
	Capture Rate
	Potential Burke Site Sales
	2002 Avg. Sales per SF
	Support-able SF
	Typical SF
	No. of Stores Needed

	(1)
	
	(2)
	
	(3)
	(4)
	(5)
	(6)
	(7)

	$162,477,000 
	Refreshment Places/Fast Food
	1.76%
	75%
	$2,145,079 
	$216.90 
	9,890 
	1,500 
	6.59

	$162,477,000 
	Miscellaneous Repair Services
	0.66%
	80%
	$860,448 
	$142.25 
	6,049
	1,350 
	4.48

	$162,477,000 
	Restaurants w/ Liquor
	1.56%
	50%
	$1,269,709 
	$216.67 
	5,860
	3,381 
	1.73

	$162,477,000 
	Beauty Shops
	0.22%
	80%
	$286,039 
	$144.20 
	1,984
	1,200 
	1.65

	$162,477,000 
	Variety/General Merchandise
	0.97%
	80%
	$1,260,940 
	$138.08 
	9,132
	7,000 
	1.30

	$162,477,000 
	Florists
	0.11%
	80%
	$145,785 
	$118.80 
	1,227
	1,200 
	1.02

	$162,477,000 
	Coin-Operated Laundry
	0.04%
	80%
	$53,753 
	$36.15 
	1,487
	1,600 
	0.93

	$162,477,000 
	Convenience Food Stores
	0.62%
	80%
	$812,274 
	$496.05 
	1,637
	2,000 
	0.82

	$162,477,000 
	Gasoline Service Stations
	2.92%
	80%
	$3,791,635 
	$2,468.58 
	1,536
	2,000 
	0.77

	$162,477,000 
	Drug/Proprietary Stores
	1.72%
	80%
	$2,234,869 
	$321.54 
	6,951
	9,100 
	0.76

	$162,477,000 
	Miscellaneous Food Stores
	0.22%
	80%
	$289,004 
	$238.59 
	1,211
	1,600 
	0.76

	$162,477,000 
	Drinking Places/Bars
	0.26%
	50%
	$214,080 
	$109.42 
	1,956
	2,600 
	0.75

	$162,477,000 
	Hobby/Toy/Game Stores
	0.21%
	75%
	$252,104 
	$157.25 
	1,603
	2,400 
	0.67

	$162,477,000 
	Liquor Stores
	0.32%
	80%
	$412,662 
	$267.78 
	1,541
	2,362 
	0.65

	$162,477,000 
	Supermarkets/Grocery
	6.05%
	80%
	$7,858,232 
	$368.24 
	21,340
	33,900 
	0.63

	$162,477,000 
	Other Eating Places
	0.37%
	65%
	$386,160 
	$201.71 
	1,914
	3,075 
	0.62

	$162,477,000 
	Stationery/Card/Gift Stores
	0.20%
	80%
	$257,853 
	$178.69 
	1,443
	2,480 
	0.58

	$162,477,000 
	Electronics/Computer Stores
	0.45%
	35%
	$255,841 
	$209.11 
	1,223
	2,200 
	0.56

	$162,477,000 
	Dry Cleaners
	0.10%
	70%
	$110,780 
	$137.70 
	805
	1,500 
	0.54

	$162,477,000 
	Shoe Stores
	0.32%
	35%
	$180,983 
	$154.08 
	1,175
	2,700 
	0.44

	$162,477,000 
	Home Furnishings Stores
	0.33%
	35%
	$188,146 
	$202.86 
	927
	2,300 
	0.40

	$162,477,000 
	Women's Clothing/Specialty
	0.62%
	35%
	$351,804 
	$317.95 
	1,106
	2,750 
	0.40

	$162,477,000
	Video Rental
	0.10%
	80%
	$125,200
	$96.08
	1,303
	3,675
	0.35

	$162,477,000
	Music/Record Stores
	0.14%
	50%
	$113,638
	$178.17
	638
	1,820
	0.35

	$162,477,000
	Furniture Stores
	0.60%
	35%
	$339,453
	$208.22
	1,630
	4,860
	0.34

	$162,477,000
	Equipment Rental
	0.31%
	35%
	$177,384
	$216.90
	818
	2,500
	0.33

	$162,477,000
	Photo/Portrait Studios
	0.08%
	35%
	$46,929
	$122.30
	384
	1,200
	0.32

	$162,477,000
	Retail Bakeries
	0.09%
	75%
	$114,728
	$237.15
	484
	1,536
	0.31

	Note 1:
Calculated in Exhibit 14

	Note 2:
Calculated from 1992 Census of Retail Trade, at Govinfo Sharing Program at Oregon State University internet site (library.orst.edu)

	Note 3:
"Estimated. Burke Site Income" times "% of Income" times "Capture Rate"

	Note 4:
From Urban Land Institute, Dollars and Cents of Shopping Centers:  2000

	Note 5:
"Potential Burke Site Sales" divided by "Avg. Sales per SF"

	Note 6:
From Urban Land Institute, Dollars and Cents of Shopping Centers:  2000 

	Note 7:
"Supportable SF" divided by "Typical SF"


Data displayed only for store types (of 53 analyzed) for which the analysis showed support for at least 0.3 stores.

Again, the retail niche analysis was based on current dollar estimates of aggregate household income and store sales, as well as on 1992 household spending ratios.  The underlying assumptions are that (1) household spending patterns of Ohio residents have not changed since 1992; (2) typical store sales patterns have not changed since 1998; and (3) neither of those patterns will change in the period (assumed to be another 10 years) before residential development could begin at Burke.  These assumptions are almost certain not to hold; however, the degree to which their inappropriateness may affect the analysis cannot be determined.  It is reasonable to recommend that the retail niche analysis be performed again on at least two occasions:  first when the data from the 2002 Economic Census of Retail Trade and Service Industries become available, and then perhaps two years before development could begin at Burke.

Tax Contribution to the City

The projected residential development at Burke will provide two levels of tax benefit to the City of Cleveland:  revenue from the city income tax and from property taxes.  The combined impact on the City’s general fund (in current dollars, not adjusted for inflation) should amount to $3.3 million to $4.0 million annually.

New income tax revenue resulting from the Burke housing should be estimated at 1% of aggregate annual household income.  We start with the parallel assumptions that (1) prior to the development of the new neighborhood, all of the target residents lived outside the City of Cleveland, half of them worked outside the City of Cleveland, and half of them worked in Cleveland; and (2) after moving to the Burke development, half of the residents continue to work in Cleveland and half in other jurisdictions.  The half who previously worked in Cleveland had paid the 2% income tax to the City and a residence tax to their residence city; therefore, after moving to Burke they will continue to pay the 2% city income tax, and the City will receive no net income tax benefit from their move.  The half who previously worked outside Cleveland (and who continue to do so after moving to Burke) paid, and will pay, no income tax to Cleveland; however, they will now pay residence tax (typically 1%) to Cleveland on the income earned outside the City.  Thus, the net income tax gain to the City is 1% of the aggregate annual income of half the Burke residents — or $700,000 to $800,000 depending upon the buildout level (2,000 or 2,400 units).

Residential property taxes in the City of Cleveland amount to 1.95% of the estimated market value of the property.  At the anticipated nominal market value of the residential units ($333 million and $398 million for 2,000 and 2,400 units, respectively), total annual property tax receipts will amount to $6.5 million to $7.8 million.  If the infrastructure improvements are supported by tax increment financing (TIF) as anticipated, none of these receipts will be available to the City’s general fund until the TIF bondholders are repaid.  (The Cleveland Public Schools will also see no immediate benefit from the Burke development property tax, and Cuyahoga County and the library/Metroparks systems will lose their respective share of the property taxes which the residents had paid in their previous homes.)

If the project could be funded without use of the TIF tool, the school system and the City could anticipate annual new property tax revenue of $3.5 million ($4.2 million at 2,400 units) and $1.3 million ($1.5 million at 2,400 units), respectively, based upon the following rates of Cleveland residential property tax receipts:

· 53.83% to the Cleveland Public Schools; 

· 19.9% to the City; 

· 19.2% to Cuyahoga County; and

· 6.75% to the library and Metroparks systems.

Thus, the overall annual estimated tax benefit to the City of Cleveland, resulting from the proposed residential housing development at Burke (again in current dollars, not inflation-adjusted) is:

· With TIF financing:
$700,000 to $800,000 to the City

· Without TIF financing:
$2.0 million to $2.3 million to the City

$3.5 million to $4.2 million to Cleveland Public Schools

Finance

Creating a viable cost analysis matrix for our proposal required that we first understand how much physical space we had to build upon, given the proximate new location of the FAA-regulated sound barrier after the new runway is built.  We then needed to derive an adequate residential density and housing mix based upon the results of Pitt Curtiss’ Housing Demand Survey, and our limited amount of buildable land.  From here, I began the financial analysis of our proposal.  The following sections explain (1) in respect to financial considerations, what we (i.e., as agent of the City of Cleveland) propose, and what we do not propose, developing and paying for; (2) methodology; and (3) results.

The Development Process

Our entire development concept is based on two premises, both of them unreliable.  The first is that Burke will receive an overhaul.  As Chris Ronayne mentioned, the Army Corps of Engineers should finish their current fill operations in four years, with new runway construction beginning shortly thereafter.  If the runways move north, then regardless of what else the airport may do, buildable land will emerge from the receding sound barrier.  If the runways, and thus the sound barrier, are not moved, then all but 100 or so of our 2,230 proposed units of housing can be built.  The second premise is that the Shoreway/Innerbelt configurations will be altered in such a way as to create a slower moving boulevard in place of the Shoreway, freeing a considerable amount of land for development south of Burke’s noise barrier.  It is estimated that this massive task will run for ten years.  Without both of these situations manifesting, Group III has no proposal.

That being said, this analysis considers buildout of 1,780 apartment units, 350 rowhouses, and 100 townhouses over roughly a fifteen-year period.  20% of these units are for low-income residents.  It also considers using 106,500 of ground floor apartment building space for retail (there are six apartment buildings).  In order for this development to occur, however, the city must prepare the site.  Thus, while it is assumed that the Army Corps continues to fill, and ODOT begins to remove freeway, the city must have the cash and the design to prepare these 200 acres for improvement.  Burke will move and renovate at its own expense (or, more accurately, at the expense of the FAA and the airlines).  Housing and mixed-use developers will secure their own financing.  But the infrastructure and site improvement costs (including the design and creation of a 150-acre park covering non-buildable land) add to $22.2M.  The city, therefore, will float a TIF Bond in year one.  It should be noted here that there are two potential barricades to implementing a TIF, however.  The first is a result of Ohio law; if the development results in employment, the aggregated salaries of which are greater than $1M, the local school board may demand a percentage of the PILOTS.  Securing an agreement with the school board for it not to pursue the PILOT funds is essential.  The second possible barricade is that it unclear whether TIFs can be repaid through housing development revenues.  We have understood this to mean that the TIF cannot build the housing itself.


Because only a small fraction of the proposed housing units can be built before the Shoreway is moved, there is for ten years little city revenue in respect to the Burke site for debt service coverage on the TIF.  This analysis, for sake of simplicity, assumes that all payments will be suspended until year eleven.  Interest is neither accrued nor capitalized during this period.  Revenues—not solely PILOTs—earned during and held through years 2 to 10 ($9,952,716 total), however, secure the TIF.  Repayment begins in year eleven and continues until year 30.  Additionally, we propose that the city charge a $7,500 impact fee per unit sold.  This revenue pays for the construction of a new charter school on Burke’s southwest quadrant, which only will be built by the city. An independent board of directors will be responsible for securing operating funds.

Methodology

After coming to a group consensus regarding what will be built, how much, and where, I calculated necessary square footage and footprints (for the apartment buildings, to determine how much ground floor retail space can be absorbed).  From these figures, development costs were determined.  Then I assumed that developers would secure traditional financing: a primary loan of 75% LTV, a subordinate loan of 15% LTV, and 10% developer equity.  It is assumed that these loans all bear a 12.5% rate, and are amortized anywhere from 5 to 30 years, depending on the size of the loan and the nature of the construction project.  From these figures, debt service coverage and equity recoup were obtained.  These numbers were added to ground lease rates (5% of construction costs), impact fees, etc. to obtain a rough estimate for rental and sales rates necessary for the developers to break even.  It should be noted that rental rates might appear somewhat high.  This is because I did not distinguish between residential and retail rates when figuring dollars per square foot for the apartment buildings.  The results, for purposes of the city’s proposal, are the same.

Knowing that developers could make money on this project, I listed city revenues and debts in order to ascertain debt service coverage (DSC) ratios.  In assuming that the TIF will not being amortizing until year eleven, at no point along its repayment schedule do revenues drop below twice the amount of debt.  The property taxes, incidentally, can themselves cover debt service (even at the fullest point of depreciation).  The incredible margins that appear are the result of the land lease fees.  These could be reduced in order to make the units more affordable, but showing this on the spreadsheet is unnecessary.

A final point worth making is that this type of project analysis does not require use of inflation constants or present value factors.  Present value factors, by definition, indicate the dollar amount point at which an investor becomes ambivalent to choosing between having x amount of money in his or her pocket for investment or consumption today, and having x + y amount of money (a future, inflated value of x) as project revenue at a later point.  In that TIFs must be used for the project they are designed to finance, the notion of developer/investor choice is obviated.  By the mere act of levying a TIF, a municipality decides what it would rather do.  Furthermore, a municipality is not necessarily looking for returns—just debt service coverage and a project that happens.  Thus, all dollar figures in my spreadsheet are in 2003 dollars, thereby avoiding the redundant task of deflating inflated figures.

Results

As mentioned, the city’s debt service is more than adequately covered.  Performing a cost benefit analysis for this scenario, then, amounts to the simple task of tallying municipal expenditures, and subtracting these from municipal revenues.  For this analysis, the city spends over $85M.  It collects $420M.  Reiterating my earlier point, this exceptionally large differential is the result of the 5% land lease fees.  These come as close to estimating the value of land, which heretofore has remained not estimated, for which comparables are not easily justified.  Ultimately, the massive revenue stream that the city harnesses represents, as said previously, the opportunity cost Cleveland bears for allowing Burke to remain largely an unused and underutilized asset.

Conclusion

Is there potential for mixed-use development at Burke Lakefront Airport? The information compiled suggests that the process may be arduous, but there is a definite possibility that the aforementioned plans could occur.  As a potential development site, Burke Lakefront Airport is unparalleled within the region. Occupying more than 500 acres of land, this parcel with its proximity to the central business district and waterfront views, make it “the” prime piece of real estate within the region. The strategic site of the airport offers a unique opportunity for the creation of a transit oriented community right in the heart of the central city. 

The proposal submitted by the city required that the airport be retained and that the surrounding land be redeveloped with residential, commercial and public uses. The result was Lakefront Landing, a community with more than 4,000 people in residence.  This new development will contribute an additional $10 million in tax revenue to the city coffers and provide anywhere from $135-$160 million in buying power. These estimated numbers along with the potential private investment that will most likely occur within the surrounding communities encourage serious consideration for this plan. 

These numbers while impressive do not guarantee success, but they do merit discussion. By studying flight paths, sound levels and potential development patterns, Group Three has illustrated that the previously discussed environmental, physical and political issues have an adverse effect on development but by no means preclude it. With the use of green building techniques, sound insulation, public participation and comprehensive site planning, many if not all of the concerns regarding a mixed-use development can be addressed.

The question now becomes is the city of Cleveland ready to seize the forthcoming opportunity and create an economically viable community that will go along ways toward restoring the vitality of the region. The creation of new construction market-rate properties along the waterfront can only compliment the existing investments in both the Warehouse and Flats-Oxbow districts and present a viable alternative to the suburban market. 

This was evidenced by the responses received from the housing survey which suggests that Lakefront Landing could prove a success as the public has expressed a decided interest in amenities such as bike/walk trails, greenspace, access to the waterfront and highway system, and a willingness to live near large-scale public events. This target market of potential homebuyers and renters shows a 7% capture rate which when compared to the 3-5% being received in surrounding developments illustrates the considerable demand for the proposed product.

Furthermore, the devotion of more than 150 acres of available land to parks and greenspace and the selective placement of an estimated 50 acres of retail and commercial space will generate additional tax revenue for the city of Cleveland as it builds on the current attractions in the area (i.e. Science Center, Browns Stadium, and the Rock Hall). 

As a new neighborhood with incorporated park space, office/retail, transit access and “new urbanist” design, Lakefront Landing successfully incorporates the desires of residents for greater waterfront access, the City of Cleveland’s hopes for redevelopment and the wishes of the business community to retain the downtown airport. 

Appendices

A. Comparison of Burke Lakefront Airport to Other Reliever Airports in the Six-State Region

B. Rental and Sales Projection Estimates

C. Project Proforma and Cost/Benefit Analysis

D. TIF Bond Disbursement Chart
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