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Executive Summary/Vision

Introduction and Process

The City of La Crosse, La Crosse County and La s¢&@ommunity Theatre have engaged
Artspace Projects, Inc. (Artspace) to conduct bféalsibility evaluation to identify and support a
new home for La Crosse Community Theatre in downtba Crosse as well as a master plan
for an “arts district” to be located within the dotewn central business core.

Artspace is a 501c(3) non-profit real estate dgaidor the arts, based in Minneapolis,
Minnesota, that has over 25 years experience jugsts mission to “create, foster, and preserve
affordable space for artists and arts organizatiohsaddition to its 16 completed affordable
artist live work and mixed-use projects nationaiijhas conducted similar studies for over 50
community projects nationwide.

The recommendation to conduct this full feasibiitydy came out of the March 2005
Preliminary Feasibility Study completed by Artspade the 2005 Preliminary Feasibility Study,
Artspace concluded that the assessment (for a rugedrts venue) was positive. Artspace
found that in each of the five areas of their itiigggion (project concept, market analysis, site
analysis, financial analysis, and leadership) félasibility for creating a mixed-use arts facility
in La Crosse was at least good or excellent. Adsjs overall rating was good/very good and
recommended more research to analyze the strehfjtk market demand for art space as well
as financing sources. The Preliminary Feasib8ittydy included site tours, focus group
meetings, and a community forum.

The full feasibility study process began in earmegtarly 2006. The notion of an arts district
came out of early conversations regarding mixedeu#teiral developments and the Preliminary
Feasibility Study. Of interest to note, the oragjigoal for this project was to find a new home
for La Crosse Community Theatre. That goal evoimea developing a mixed-use arts facility
and has now evolved yet again into two projectaew home for La Crosse Community Theatre
through its partnership with Don and Roxanne Weé&bEamily, and encouraging the creation of
an arts district that would include a mixed-uss &atility. The cultural vision for this arts

district contained three distinct types of spaaaew performing arts center home for La Crosse
Community Theatre, affordable live/work space fatividual artists, and non-residential space
that would meet the need of La Crosse area workitigts and arts organizations.

A scope of work was created to advance the artsdligision and provide recommendations
relating to its implementation. This scope of warks modified during the study process as the
project evolved. Specific components of the woiduded:

Site evaluation

Artist market analysis

Physical program analysis

Financial analysis, including initial housing tevedit findings
Recommended next steps



Conclusions reached through this work are summamathin the body of this document and are
summarized at the end of each section. More éetaihalytic product is attached as addenda.

Vision Statement
Artspace sees the vision for the La Crosse prajgct

“Establishing a dynamic arts district with significant anchor organizations--specifically,
La Crosse Community Theatre, the Pump House Regioharts Center and the La Crosse
Center; including artist live/work housing and studos that attract creative people;
generate a 24-hour creative presence; with vibramestaurants and other commercial uses
that connects the historic downtown core to the rigrfront.”

La Crosse has a long history of support for artsedtucational activities and facilities. The
Children’s Museum, La Crosse Community TheatreCkasse Symphony Orchestra, and Pump
House Regional Arts Center are among its strongdsiral organizations. In addition, the
University of Wisconsin-La Crosse and Viterbo Umsity offer degrees in arts education,
performing arts, and visual arts, as well as fiaggrming arts venues. Moreover, the City’s
City Vision 2020 Downtown Master Plamcludes significant riverfront development that
supports “smart growth” concepts such as densitiyvealkability and the opportunity to rebuild
the La Crosse riverfront in a way that embracegitlex as a community asset.

In Artspace’s experience, the complementary andrgystic benefits of mixed-use arts districts
in downtown areas are obvious. As stated, anistwork housing generates a 24-hour creative
presence in the district, and artist housing subsidan leverage funding for nonresidential
components of a project. Performing arts spake the proposed new home for La Crosse
Community Theatre, attracts audiences and visit@swould not otherwise participate in the
central business district’s arts offering. Fina#ipace for individual working artists and arts
organizations offers opportunities for the arts ommity to grow, establishing a cross-
fertilization of interest and programmatic activity

Artspace has experienced firsthand and participatéie redevelopment of small and midsized
community centers through arts facility developme@ur work in Duluth, Fergus Falls, and
Brainerd, Minnesota, has shown us how strong conitsnlgadership can be leveraged to a
successful arts facility project.

In Duluth, Artspace owns and operates a formeradalding as a community center
for the city and 37 affordable live/work units fartists and their families. The city
played the key convening role by acquiring the prop gathering the key organizing
individuals, and shepherding Artspace through tioegss to the successful completion
of a project that has now been in operation foydars.

In Fergus Falls, Artspace transformed a vacanetktery hotel, the largest and most
visible historic landmark on the city’s main straato a mixed-use facility housing 10
artist live/work units, a visual arts center, atreéat-front commercial space. The city
played a key role by sponsoring the developmewtgftontributing the site, and
providing critical financing assistance to the effo
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In Brainerd, Artspace is in the process of adapaifigrmer junior high school into an arts
center containing 25 live/work spaces for artistsvall as 33,000 square feet of
commercial space for creative businesses suchaegraphy studios, a stained glass
studio, a woodworking studio, nonprofit culturabgps, and even a new church that uses
the old auditorium for services and former classr@pace for offices. We are working
with the city, the school board, and a retired stlistrict employee who has been
largely responsible for the success of the nordessial leasing.

What is happening in Brainerd is extraordinary egithe size of the community (20,000
residents) and its relative isolation (2.5 houosrfithe Twin Cities and Fargo). Artspace was
denied low-income housing tax credits the firstdinapplied in 2005, but secured the tax
credits in November 2006. In the interim, all tmanmercial (non-residential) space is filled and
tenants are paying sustainable rents. This woolidhave been possible without the leadership
and determination of the community.

This type of activity could happen in La Crossevad. La Crosse is a dynamic community with
many signs of positive, progressive change. Exasjpiclude the plan for the transit center with
housing and retail components, the Logistics Heatith expansion on the riverfront, and new
four-star restaurant and expanded convention ceong leadership, coupled with a well-
defined implementation plan, provides the oppotiuta transform the area into a dynamic arts
district.

Imagine dining at the new Waterfront Restaurant Banern, Piggy’s on Front or the Wine

Guyz, visiting artist studios, attending a perfonteat La Crosse Community Theatre, and
viewing a Pump House exhibition before or afterghew, all in one evening and all in close
proximity. Activity on the riverfront site and tHieump House block will create a node of
creative activity that will attract attention andtgppnage and ultimately be a key part of the
community’s marketing strategy. Imagine an arg$ taeater “crawl” where people can see and
purchase visual art as well as see short theaproaluctions. Imagine conventioneers walking
from their hotel near the La Crosse Center to #eloy theater/arts district to experience the arts
and the riverfront.

Perhaps the most compelling parts of the artsiclistision are the connection to the riverfront
and to the historic downtown core, the importaniceuch a district for attracting creative people
to La Crosse, and for its impacts to the La Craogsity of life. The La Crosse Community
Theatre’s new facility and the existing Pump Howslebe strong anchors for future
development in this area. Both cultural organ@ai-one with an emphasis on the performing
arts, the other with an emphasis on the visual-arlshelp leverage future arts development in
this two-block area.



Summary of Conclusions and Next Steps

All of the conclusions and recommended next stapsbe found starting on Page 21 of this
report. However, the conclusions of the full fédi&ly work can be summarized as follows:

Excellent physical opportunities exist to anchail gnow an arts district within the
central business district of La Crosse linking tilverfront to the historic downtown core
(see map of area on Page 7).

Analysis of artist demand for live/work space irades demand for approximately 24
affordable live/work units in La Crosse and appnaiely 30 studios.

Analysis of La Crosse arts organization space neglisates a need for space but a
challenge in the ability of arts organizations &y pental rates that will sustain this space.

Anchor potential exists in the announcement of kas€e Community Theatre’s
partnership with Don and Roxanne Weber & Familgreate the performing arts
facility--perhaps the most challenging aspect efdhts district vision.

Financing models exist for the artist live/workiféig and for arts organization space.
While each financial model presents challengesitifieation of the challenges and a
work plan to overcome these challenges is posaitilieis time.

Next steps emerging from the full feasibility warkn be summarized as follows:

Work to ensure that progress on La Crosse Commiihi@atre project continues. This
project will generate momentum and La Crosse Coniydimeatre will be perceived as
the next “anchor tenant” of the emerging arts distr

Solidify City leadership behind artist live/work iing in the central business district as
the community’s number one affordable housing fsiand work to build support for
this project at the state housing finance agency.

Solidify support for dedication of a site for thetist live/work project at a location that
provides the locational benefits of the arts distvision.

Identify opportunities to leverage the artist liwetk development to create a mixed-use
project that provides appropriate space for agsmizations or individual working artist
studio space.

Identify opportunities to encourage and accommotlaezisual arts within the emerging
arts district.
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Site Evaluation and Recommendation

In early 2006, Artspace initiated discussions wlith City of La Crosse, La Crosse County, and
La Crosse Community Theatre about potential sdes theater and artist live/work housing or
mixed-use housing. A number of site visits andtimge were conducted, including meetings
with Mayor Mark Johnsrud, City Planning Directonir@nce J. Kirch, and Senior Planner Tim
Kabat. A local Arts Steering Committee, chairedMbgrk Carpenter, was created and played an
important role by providing feedback and input dgrthe evaluation process.

Site evaluation focused on two priorities. Thetfpriority was to identify an appropriate site for
an arts district that could provide space for a hewe for the La Crosse Community Theatre,
artist live/work space, and non-residential spacefts organizations and working artists. A
second priority was to identify an appropriate siéely for La Crosse Community Theatre.

A total of eight sites were toured and evaluatédese included eight sites that were viewed as
having near-term (one to three years) developmeteinpial. (For a matrix and map of sites
included in the evaluation, see Attachment 1.) sErstes included:

The former Mobil Oil site

The former Xcel Energy coal-gas generation site

The MAPCO site

The Ross Furniture/former Frank Liquor site

The Radisson Center site

The City-owned vacant parking lot d2nd Jay Streets

The area around the Pump House Regional Arts Center

The City-owned site adjacent to the river and LoggsHealth, currently optioned to Don
Weber

In the context of an arts district, Artspace codeldi that the Mobil Oil, Xcel Energy and
MAPCO sites are less desirable because they afatdmm the area around the Pump House
and La Crosse Center, which is the preferred sita hew La Crosse Community Theatre
venue. Additionally, the MAPCO building is quitrd¢je for the identified live/work demand.

Criteria used in the evaluation process included:

Size and development capacity--Ability of a sitenarltiple sites to accommodate the
needs of La Crosse Community Theatre (about 3%60@re feet), live/work housing
(30,000 to 35,000 square feet), and arts organiz@atitist working studio space
(undefined square footage) suggested a site ehat bne acre.

Proximity to downtown--A location near downtown Caosse was viewed as preferable
to a location outside of downtown for community eapreasons to facilitate
development of an arts district.

Avalilability--Sites with the potential to be conllesd through purchase agreement over a
relatively long predevelopment/financing period apreferred to sites that are actively
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marketed for sale or that may be subject to comgetffers to purchase. In many
instances, this criterion places a higher emphasisublicly owned sites and not
privately owned and actively marketed sites. Regfee was also given to sites that
offered near-term availability.

Early into the feasibility process, Artspace anthomwnity representatives met with Don Weber,
CEO of Logistics Health, Inc. to discuss his patmwillingness to participate in some way in
the development of La Crosse Community Theatreilé\meliminary site review was
underway, we received a strong indication of irgefeom Mr. Weber, who offered to provide a
substantial donation to the project by creatingellspace for La Crosse Community Theatre in
conjunction with his new building on the river. | plarties agreed that pursuit of this
extraordinary offer was the correct course of actio

As part of the analysis of Mr. Weber's offer, Ardsie engaged LHB Architects and Engineers to
create studies of various scenarios incorporatuegwork space, the Logistics Health, Inc.
building, and the community theater. These scesanicluded:

incorporating all three uses in a single facilitytbe river,

incorporating the theater into the phase two Laoggdtiealth, Inc. building,
incorporating the theater into the Pump House glinecreating a multi-purpose facility,
including live/work housing in the Pump House,

building live/work lofts on top of the proposed kiag garage adjacent to the Pump
House, and

locating gallery and display space in the atriunthef Weber building.

Artspace also engaged Shuler & Shook, the Chicagedtheater consultant, to conduct an
initial review of the scale and costs of the the&hell” if La Crosse Community Theatre were
located in Mr. Weber’s new building.

In subsequent discussions with Mr. Weber, we cateduthat his main priority (in terms of a
philanthropic gift) was the theater. Mr. Webewifling to underwrite the cost of the shell for
the theater into the Logistics Health, Inc. buitdirHe is less interested in also creating
live/work spaces, though he appreciates and suppwtbenefit the live/work project
components would bring to an arts district in dowwn La Crosse. We sense that Mr. Weber is
very interested in the dynamic drawing card of da district and how that will help retain
current and future talent for his growing employeese at Logistics Health, Inc. On the
following pages, a conceptual site plan is showtthwie La Crosse Community Theatre located
on the riverfront along with a conceptual buildglgvation for the new La Crosse Community
Theatre.
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Conceptual elevation of proposed La Crosse Commyiiiheatre (LCT is located on the left-hand side
of the picture--courtesy of Sommerville, Inc.)

Site Evaluation Recommendation

It appears that a partnership between Don and Rex@feber & Family and La Crosse
Community Theatre to construct the shell of a nemmmunity theatre facility is forming. With
this partnership, La Crosse Community Theatre wbeldbcated on the riverfront adjacent to
the Pump House and near the La Crosse Center fgriménanchors of an emerging arts district.

In the context of this arts district, Artspace maooeends that site selection for a mixed-use arts
facility should focus on sites located within doawh La Crosse, leveraging the La Crosse
Community Theatre venue. Future discussions shoglas on potential development of a
mixed-use (live/work and arts organization or wagkstudios) development near the Pump
House site and/or in conjunction with the propoadgcent parking garage. If neither of these
sites proves feasible, other alternatives in therdown core or outside of the downtown core
can be evaluated.
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ARTIST AND ARTS ORGANIZATION MARKET SURVEY

A major component of this feasibility study include survey of the demand for live/work artist
housing, studio space and space for arts orgamizatid commercial uses. The full survey
report is provided as Attachment 3. The purpogdisfsurvey was to determine if there exists
sufficient market strength to justify the creatmfra multi-use arts facility that would include
artist live/work space, studio space, as well acsor arts organizations and arts-friendly
businesses. The broader project vision anticightese uses in tandem with new space being
developed for the La Crosse Community Theatre imrdown La Crosse.

The survey found that 93 artists are interestedlocating to the city to be a part of this project
and 126 are interested in renting studio or wodcsgn a multi-use facility. Seventy (70) artists
expressed interest in both relocation and rental.

Artist Demand For Live/Work Housing

Artspace’s threshold for market strength requirés@efold redundancy in the market, meaning
that we recommend identifying three artists forhelage/work or studio space created. With this
formula, the data appears to support the creafi@i cive/work units and 42 studio-only spaces.
Given, however, that there is an overlap of 7Gtrtivho expressed an interest in either model,
we would assume that ultimately those in this sabgmwould choose either live/work or studio-
only, but not both.

In a mixed-use project with both live/work and stidnly units we would recommend a more
modest approach to the final housing unit and stadunt. Reducing the number of live/work
units to a maximum of 24 and studio-only to a maximof 30 is a more conservative approach.
A small, successful project is preferable overgdaroject that struggles to lease or maintain
full occupancy. The market strength for artiselivork and studio-only space is moderately
good but not overwhelming. However, it is notatblat there is more need for studio-only space
than for live/work space. The clear interest indgi-only space should be reflected in the final
mixed-use model.

Among interested artists, 51% of household incoanesat or below 80% of the Area Median
Income (AMI), which HUD considers to be low or vdow income. In order to be competitive
for future low-income housing funding such as Lawdme Housing Tax Credits (LIHTC)
administered by the state, however a project woalketl to target lower income households at or
below 60% of the AMI. Generally it is the objed@iof the state to fund projects that serve the
neediest households, hence the lower the targetedie limit and the lower the rents, the more
likely a project is to receive funding from thistesmely competitive funding source. When we
compare the reported household incomes againsiethe to target lower income households, the
number of interested artist households that qesalifior a LIHTC-financed project drop by about
a half dozen.

Although the market study results cannot be takerally (the artists interested today may not
be the same artists who move in once the projexngpleted), statistically we expect the new
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pool of artists to meet a similar profile. Givérist it is the recommendation of Artspace to
proceed conservatively when considering the deveéop of affordable artist live/work lofts as
a leading component of the project.

Because 19% of the interested households earrb@@000 annually, this points to a market
that could sustain some market rate live/work odist-only space. Mixed-income projects are
more complicated to fund but are generally welcommgflinders and lenders. Diversity of all
kinds (including income) within a project adds geaof vitality to a multi-use arts facility.

The study found that interested artists practice gneat variety of artistic disciplines. The
number of theater and music artists is higher thanypically see in studies of this sort, where
we often see a distinct weight toward the visutd.aClearly the influence of La Crosse
Community Theatre and the good work done in getiir@gword out to artists of all disciplines
can be seen in these findings.

The number of female respondents to male and ttelbvel of education completed by a great
number of artists are in keeping with what we fiadbe true nationally. The split in the age of
interested artists, with 50% less than 30 yearanltl26% older than 50 years, is less typical. It
is great to have the potential for young and otst@rto come together in a single project. It
opens up the possibilities for interesting prograngnpartnerships, and mentorships among the
artists.

The number of households without children is altalt that of what we typically see. This may
correlate to the age spread reported: the majofiyterested artists are those who have not yet
started a family or those whose children no lomgside at home.

The ethnic diversity of artists who responded ®ghbrvey was very low but in keeping with the
demographic ratios of the City of La Crosse. Tlegamty of artists who responded are either
currently living in La Crosse or have in the paAttist projects typically enjoy diversity in
excess of local ratios. We encourage continuegkaah into all sectors of the community as a
vital piece of any future development process.

The project should provide onsite/offsite parkinigquate for at least 1.5 autos per household.
The survey indicated that 92% of the interesteidtarheed at least one parking space and many
require two. However, given the significantly pgos response rate for alternative modes of
transportation, it is reasonable to assume thagdtolds may reconsider their need for a second
or third automobile if alternative public and sthaese transportation is available. Implementing
shared car and bike programs would be well-receiaedvould a variety of public transportation
initiatives.

The preference for studio and shared-use amerstigsnerally in keeping with trends we see
nationally. The high number of visual artists (geag/drawing) result in a critical need for

natural light, high ceilings, and gallery spaceddaional storage is always important to the
artists we survey. The strong interest in perfaroesand rehearsal space is more unusual and is
very specific to the number of theater and perfagrartists interested in the project. Integrating
this type of space into the housing or studio dgwelent, or creating space to be shared in
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partnerships (perhaps with the La Crosse Commditigatre) should be considered. In general
it is difficult to sustain affordable space largeagh for rehearsal and performance. Any space
included in a budget for affordable housing willrestricted in terms of its use; i.e., it cannot be
used for income-generating purposes. Creativadimg and mixed-use models can result in
successful, collaborative space for performingstati

The survey results show that interested artistdavoonsider a variety of models for their living
and studio space, including studio space integtiateda residential loft or studio space that is
completely separate. This flexibility is positiyggrticularly if we consider the LIHTC as a
funding source. It is difficult to finance studipace separately in an affordable housing model.
However, living space that is designed to be opehflexible will serve artists’ studio space
needs while still qualifying as residential spamedurposes of funding and zoning.

Based on the survey results, there is a moderaie floe affordable artist live/work and studio-
only space in La Crosse. More than half of ths@rinterested in live/work and 30% of those
interested in studio-only space do not currentlyehthe space they need for their art. A majority
of the interested artists would like to receive enmformation on the project, and 43% are even
willing to volunteer. Fewer artists were interekiie being placed on a waiting list or taking
more substantial steps toward relocating. Althotinghmay simply reflect a cautious approach
by artists, it supports our recommendation to pedasonservatively.

Arts Organizations and Interested Businesses

The survey results demonstrate a great intereatd®y nonprofit arts organizations, businesses,
and institutions to be a part of any future praoje&ttotal of 53 organizations expressed an
interest in relocating and/or short-term rentalgn8icantly, 91% of them need short-term rental
space. A well-designed and managed facility coudet this need for shared space in the
efficient manner necessary to ensure low operaijrental costs.

Among the respondents, 23 organizations have atuaglets of less than $25,000. This

finding, coupled with the fact that 13 of the orgations have been in existence for less than
five years, fits squarely with the great demandsfuared (rather than permanent) space and hints
at the need for truly affordable rental rates.

Incubator space, like affordable live/work projegsovides an environment where the arts may
flourish. Shared space and amenities, networkmncallaborative opportunities, and reduced
rents all result in artistic and business growdhsuccessful project could help organizations
attain the growth that they reportedly anticipatbile helping others stabilize and position
themselves for future growth.

There is a clear overlap between this type of paanahome and the need for short-term rental
spaces. The individual artists’ need for sharedraties, interestingly, is also duplicative.
Performance/rehearsal space (theater and musii@ygdisplay, and classroom space were
frequently mentioned as important. Although ngkrproject can meet all the space demands,
careful planning could make the best use of spacshared facilities. For instance, a non-juried
community gallery that could double as a theatebyoor be rented for meetings and events
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would fit well with the expressed needs. A shawsd-general studio space could likewise serve
a need as a classroom or conference room.

Shared-use facilities demand strong managemeny. eRisting organizations that could fill this
role should be identified. For instance, if the@@sse Community Theatre could provide box
office services or rent its rehearsal or perforneasgaces out, this could help some of the
smaller and younger organizations. If a numbearts groups were to relocate their
administrative offices to a new facility that indked a shared conference room and classroom
space, the building management could take on 8porssibility of scheduling the shared
facilities. If any of these shared spaces were alsilable more broadly, it would serve
individual artists’ needs and the needs of those ddinot permanently relocate. A fee for use
should be considered. It would need to be conmypelytaffordable but high enough to cover the
operating expense of the space.

Market Conclusion and Next Steps

The results of the survey initially support a 24tlime/work project. Other information points

to the desire and need for small studio spacesst bfdhe respondents could afford to pay $250
or less per month for their studio/creative spa8ased on this information, we conclude that
small, shared studio spaces should be incorponatedhe mixed-use project. In addition, small
creative businesses such as photography studitbse &hops, and galleries should be
incorporated into any mixed-use plan.

As a next step, we recommend that meetings beimgildually with potential anchor tenants.
General meetings for potential shared-use tenaigistifollow. The intent is to begin a dialogue
that will lead to eventual lease agreements, art¢pn designing space that is efficient,
desirable, and affordable. The need for sharecpantianent space by area arts organizations,
businesses, and institutions is intriguing. Cafyainon-residential space is the most difficult
kind to develop, but it appears to be essentialifiporting the great work of the nonprofit and
for-profit organizations serving the La Crosse camity.
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Financial Analysis

Financial feasibility analysis centers on the Viapdf both capital sources and uses of funds as
well as ongoing operating income and expenseshilvihis study process, financial feasibility
was conducted on the proposed artist live/work imgusomponent of the arts district plan and
evaluated opportunities for La Crosse Communityafiteedevelopment.

La Crosse Community Theatre

Performing arts facilities are largely if not eety funded through philanthropic grant
commitments secured during a capital campaign. sliceess of such a project, therefore,
depends upon the fundraising ability of the artgaization, the fundraising capacity of the
community, and/or the emergence of a “champiorjemefactor that makes the project happen.
Once the facility is built, its ongoing operationability is driven by the availability of
programmatic income, both contributed and earmeduyfficient quantity to support the
operations of the facility.

The emergence of Don and Roxanne Weber & Familyteedommitment to build the shell to
accommodate La Crosse Community Theatre is a hiugdipt must be leveraged. With this
commitment, the likelihood of successful developtrdiia Crosse La Crosse Community
Theatre facility is very high. La Crosse Communrityeatre must leverage the donation of the
theater shell structure into additional gifts tpgort the improvement and equipping of the shell
to accommodate the theater’'s use. La Crosse Coitynitheatre must also engage in
operational planning to ensure its long-term aptlit sustain the space.

Mixed Use: Artist Live/Work and Arts Organization/W orking Studio Space

Artspace has significant experience creating mugelprojects that include affordable artist
live/work housing and non-residential space thatasle available for use by arts organizations,
art galleries, and individual artists as workingdst space. Our experience with this type of
development yields two significant lessons thatralevant to the vision for the La Crosse arts
district:

A mixed-use project of this type benefits whendhtist live/work component of the
project “anchors” the development and leverageasifsignt affordable housing finance
resources. By accessing affordable housing ressytax credits and federal, state, and
local housing sources) to construct the housingpmrant of the project, non-housing
resources are much more easily obtained.

The non-residential space serving arts organizsiarts galleries, and individual artists
must offer a competitive advantage to those clieetsamples of competitive advantage
include:

o affordable rental rate for tenants that cannotrdffoue “commercial” rent;
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o stability in the form of a long-term lease thatlhaillow nonprofit tenants to raise
funds for their improvements to space, in effeetting “sweat equity” in their
space; and

o the intangible benefit of participating in a largets development that is able to
draw arts “customers” by virtue of the scale anaiity of artistic activity
within the development.

A key element of financial feasibility, thereforgs creating the correct mix of uses and scale of
uses with the correct financial structure (sourdfdsinds) to ensure that the project is both an
affordable and desirable location for arts us@&silding on the conclusions of the market study
(support for 24 artist live/work units and approgiely 30 artist working studios/arts
organization spaces), a development of approximd@l000 to 50,000 gross square feet (not
including parking), located near the future homéhefLa Crosse Community Theatre, deserves
strong consideration.

Affordable Live/Work Housing Financial Viability

Artspace has successfully implemented two modetsdate affordable artist live/work housing.
Both of these models create long term, affordadaheal live/work space for artists; the 9% Low
Income Housing Tax Credit (LIHTC) model and the BPATC/Tax Exempt Bond model.
Generally speaking, 9% housing tax credits areepredl over the tax exempt bond/4% model in
most situations because the sale of 9% creditsrgtsesignificantly more private equity than is
generated through the sale of 4% credits. Withérgquity proceeds, much lower amounts of
local, state, and federal subsidies are needeédecaffordable units. In addition, 9% credits
carry much lower financing (“soft”) costs than 4%&dits and tax-exempt bonds. This makes
9% credits much more attractive for smaller prgdtiiose under 50 dwelling units) because
higher financing costs are more difficult to beasmaller projects.

Within a 9% housing tax credit project, the follogifunding sources (with percentages) are
common:

9% housing tax credits 50% of total developmesst co
First mortgage 25% of total development cost
Other “soft” funds 25% of total development cost

Artspace uses 4% housing tax credits in situatrdmsre 9% credits are impossible to obtain,
either because competition for this very scarceue® is too great or because a state’s scoring
system (called the “Qualified Allocation Plan”) doeot favor the type of project being
contemplated. The use of 4% credits is also inedd:

the project involves the acquisition of an existiegidential space;

the project is very large; or

significant other affordable housing finance resesrexist to bridge the “gap” created by
the lower equity proceeds generated through tleecfal% tax credits.
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With a 4% housing tax credit project, the followifugpnding sources (with percentages) are
common:

4% housing tax credits 25% of total developmerst co
First mortgage 30% of total development cost
Other “soft” funds 45% of total development cost

9% Housing Tax Credit Evaluation

While Artspace prefers the 9% housing tax credariicial model, competition for 9% tax credits
makes access to this financial tool difficult. dssess the ability of a La Crosse live/work
project to compete for 9% housing tax credits, pate prepared a preliminary scoring matrix
for the project.

The Wisconsin Housing and Economic Development duityis (WHEDA) scoring process for
9% housing tax credits involves the ranking of potg according to 14 criteria or categories.
Applications are awarded points in each of thesegmaies with a total possible point score of
395 points (2005/2006 Amended Qualified Allocatilan). A minimum of 130 points is
necessary to pass “threshold application reviesffer passing this threshold, projects are
ranked competitively based on their respective tminrings. In the most recent allocation
round, only projects scoring above 291 points veavarded 9% housing tax credits.

Artspace self-scored a 24-unit La Crosse proje2é{anit project was used instead of 27 units
because the Allocation Plan awards points for jgtejef 24 units or less) to determine the
competitiveness of the proposed project in thisisggrocess. The self-scoring indicates a
range of possible score between 250 and 275 pevhish is below the level necessary to obtain
tax credit funding in the most recent round. Toering method used by Artspace (see
Attachment 2) was realistic but aggressive. Keyiaggions made in the scoring process were as
follows:

The project is fully affordable with all units at below 60% area median income.
Conditional commitments for below-market financingan amount of at least 25% of
project costs would be available from non-WHEDAIl&fed sources at time of tax
credit application.

All zoning and/or conditional use permits wouldibglace at time of the tax credit
application.

Artspace also reviewed areas in which project agotbuld be improved to create a higher
likelihood of 9% tax credit allocation. These areae as follows:

Reuvisit mix of affordability with an eye toward irgasing point allocation through either
(a) a mix of market-rate and affordable housingbdrcreation of a lower rent skew
through a higher concentration of lower incomesunit is possible to score 15 additional
points with a lower rent skew, 5 additional poititisough mixed-income development.
Each of these alternatives, however, is likelyreate additional funding “gap” needs for
the project.
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Secure a higher amount (percentage) of committed-(WRHEDA) below-market funding
at the time of application. A maximum point scofel0 (40% funding) is possible
through this mechanism, which represents a 15-poanéase over the Artspace baseline
assumption.

Involve a local non-profit developer that would tamh51% of the ownership of the
project. This would create an additional 6 pointthe scoring process.

Leverage nearby “off-site” improvements representihleast 5% of the project budget;
this could generate 6 additional points.

Additionally, 27 more points are possible througimmnstration of community support. Itis
clear that WHEDA respects community priorities aagport within the selection of projects.

In 2006, three LIHTC applications for projects ia Crosse were submitted to WHEDA. One
was an elderly housing project of 24 units on LagsSe’s northside that was not funded because
WHEDA underwriters did not like the location andop@roject visibility. Of the two remaining
projects, both were strong candidates and suppededlly by the City because of their catalytic
nature.

However, WHEDA funded the project near Gundersethéran Hospital known as the Gund
Brewery project because it scored higher; proviaegbrkforce housing solution and also
incorporated historic renovation of the former GlBrdwery. The third project, the proposed

La Crosse Transit Center, was not funded primdlyause it did not supply enough low income
units within the income range that WHEDA was tairgget And WHEDA was not satisfied that
there was a strong enough market in La Crosse3omtfordable housing units in one year and
guestioned whether La Crosse could absorb two krgke projects at the same time.

A mixed-use arts facility including LIHTC housingowid serve a particular niche and because
this project is backed by a detailed market stumlyiccbe more easily justified to WHEDA. At
this point in time, of the other two projects thegosed La Crosse Transit Center has been
modified into a condominium project and the eldérbusing project is seeking federal HUD
funds.

In conclusion, 9% tax credits provide an excelferdncial tool to help in the creation of a
mixed-use artist housing project. Preliminary sapindicates that obtaining allocation of 9%
credits will be a significant challenge. But giveantinued work to improve scoring, a 9% tax
credit project could be feasible.

4% Housing Tax Credits.
4% housing tax credits provide a good “Plan B"tfoe project. Competition for these tax credits

is not especially strong. While this source ofdung generates an increased financial gap for the
project, it also provides much more flexibility thes found within the 9% model.
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Financing Conclusions

Significant progress has been made toward theioreat a “shell” to be the future home
of La Crosse Community Theatre. All efforts sholddus on leveraging this progress to
obtain additional funding for theater equipment aodd out to accommodate its future
use through implementation of a philanthropic cmampaign.

Financing of a mixed-use arts facility developm&miuld focus on a development
including 24 artist housing units and ancillary fresidential arts space.

Efforts should focus on further discussion and eatbn of the 9% housing tax credit
process to determine whether the project can heesh@® score more competitively in
the WHEDA allocation process.

Alternative models exist for the creation of thexeu-use project, including the tax-
exempt bond/4% credit model, should efforts relate@% credits prove unsuccessful.

The mix of uses and the inclusion of multiple usesritical to the overall financial
feasibility of the project based on Artspace’s jwas experience in combining revenue
negative spaces (such as theatres and other arty usth revenue positive spaces
(residential, commercial, etc.).
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Recommended Next Steps
Based on Artspace’s evaluation to date, we recordrttemcommunity take the following next
steps in furtherance of its objectives to creataréndistrict:
General Steps

Keep your eye on the ball and ensure the succdss 6fosse Community Theatre’s
partnership with Don and Roxanne Weber & Familthia creation of its new facility.

Work to leverage La Crosse Community Theatre dgreént in continued work on the
arts district through identification and dedicatmima nearby site(s) for a mixed-use artist
live/work and arts organization facility.

Site Selection

Undertake more detailed analysis of sites withengémerging arts district and adjacent
area.

Work to obtain a commitment from the city for aedibr the live/work project.
Financial Viability

Support La Crosse Community Theatre in fundraigilagning activities to ensure
success of the theater project.

Engage WHEDA in a conversation regarding the ciiya/work objectives and identify
specific actions that can be taken to improve tmapetitive position of the live/work
project for 9% housing tax credits.

Begin to identify and commit other (non-WHEDA) hingsfinance resources that will be
necessary to secure tax credit funding and ensleguate sources of funds to complete
the project.

Community Process

Continue outreach with the public through meetiagg artists forums to inform the
programming for the space and to communicate prpjecs.

Continue dialogue and community communication pseaelated to continued progress
on La Crosse Community Theatre project to ensunéiraeed positive momentum for the
arts district proposal.

Continue the role of the City Arts Steering Comeett The group should educate itself
on similar types of projects and work to engagevikeal arts.
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Attachment 1
Sites Analysis
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Attachment 2
LIHTC Scoring Summary
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Attachment 3
Market Survey Report
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See separate Survey of Artist’ and Art Organizai@pace Needs and Preferences
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