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|. Executive Summary

Wilkinsburg, Pennsylvania, has spent the last half-century as a borough in decline. The crippling economic
regression faced during the collapse of the region’s steel and manufacturing industry was compounded by a
national trend of urban out migration. As both trends stabilized, neighboring communities experienced new
growth. However, Wilkinsburg continued to decline. Many believe that Wilkinsburg’s property tax rate is a
major obstacle to growth and cause of disinvestment and blight. Pittsburgh History & Landmarks Foundation
(PHLF) sponsored this study to investigate the impact of Wilkinsburg’s property tax rate on disinvestment and
identify policies that can spur revitalization in the borough.

Clearly, Wilkinsburg's property tax rate is the highest in Allegheny County. However, our research shows
that while the tax rate is high, Wilkinsburg’s tax burden, the actual amount an individual pays in taxes, is
average. This means that Wilkinsburg is not overtaxed compared to other boroughs in the County, despite
its high property tax rate. Thus, the property tax rate alone explains only a small part of Wilkinsburg's
current situation.

Municipalities compete for residents and investment based on a combination of public services, neighborhood
characteristics, and amenities which economists refer to as the “basket of goods.” Thus, property taxes have

a critical role in providing public services and ultimately impacting municipalities’ respective “baskets.” While
Wilkinsburg’s tax burden is not high, its declining population, falling median income, depressed median home
value and high vacancy rates indicates that Wilkinsburg is not competitive.

Consequently, Wilkinsburg is caught in a “tax trap” where lowering or raising the existing tax rate will not
impact property values and the borough’s “basket of goods.” To escape this

“trap,” Wilkinsburg must increase its total assessed property value and expand its tax base. Only then can
Wilkinsburg lower the tax rate.

However, Wilkinsburg must first remove its major investment barriers to escape the “tax trap.” These are:

e Vacant parcels, which significantly depress surrounding property values and reduce residents’ incentives
to invest

e Tax delinquency and other property debts, which dissuade new owners from purchasing property

e The impact of the property tax rate on individual investment, which discourages investors and current
residents from investing in their homes

Wilkinsburg can reclaim control of vacant and liened properties through either sheriff’s sale or eminent
domain. Moreover, an existing tax abatement program, Act 42, can provide tax relief to investors and
residents who want to improve their homes.

Property values must rise dramatically for Wilkinsburg to realize a tax rate reduction. Given such a large
hurdle, removing investment barriers without a complementary development strategy will not propel
Wilkinsburg out of its “tax trap.” Initiatives, such as sustainable development, should be explored and
undertaken to increase property value without substantial investment in reconstruction.
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Sustainable development, which uses an environmental approach, has successfully revitalized communities
similar to Wilkinsburg. These communities implemented four major sustainable strategies:

e vacant lot management

e new parks and pathways

e energy efficiency programs
e green building

As a result, these communities successfully created a new image and improved community livability, which in
turn, attracted new residents and investment. Consequently, most of these communities experienced an
increase in property values and tax base, an increase in population or stabilization of population, and
transformation of vacant lots over a 10-year period.

All these strategies and methods necessitate the coordination of actions and efforts. At the heart of this
should be a comprehensive community plan, which addresses the concerns and desires of all residents. This
plan is then executed by a non-profit community development corporation (CDC), which works with
government and the community to implement the comprehensive strategy.

Wilkinsburg can move towards escaping the “tax trap” by utilizing methods within their control to remove
barriers to investment and implement sustainable development strategies. However, for Wilkinsburg to
secure an economically, socially and environmentally healthier future, a comprehensive approach must be
taken to address important factors which impact the quality of its “basket of goods.”
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Il. Infroduction

Wilkinsburg, Pennsylvania has spent the last half-century as a borough in decline. Though it underwent the same
economic regression much of Allegheny County faced during steel’s exodus, Wilkinsburg’s decline is compounded
with the larger national trends of urban outmigration. Wilkinsburg’s urban nature and close social and physical
ties to Pittsburgh means that the borough suffers many of the same social ills of its neighbor. Thus, this medium-
sized borough is laden with a poor big-city image of high taxes, bad schools, poverty, and crime.

While decline has not been as precipitous as places like Braddock or Duquesne - places heavily reliant on steel
mills for vitality - life is improving at a much slower rate than in peer communities such as Edgewood, Mount
Lebanon, or Pittsburgh’s East End. The resulting blight and decay has caused significant property stagnation and
even devaluation.

This disinvestment consequently has saddled Wilkinsburg with the highest millage rate in Allegheny County—a
sticker shock that many argue deters investment and holds the community back from real growth. And real
growth is what Wilkinsburg is missing. Population loss, high vacancy rates, and other quality of life indicators
point to Wilkinsburg continuing this downward spiral.

But Wilkinsburg has potential. Wilkinsburg’s excellent stock of affordable homes represents the history and
culture of the Pittsburgh region. lts diversity — ethnically and economically — is unique and its close proximity to
Pittsburgh, the region’s social and economic center, enhances this potential. Combined with its increasingly
involved and engaged community, Wilkinsburg seems to be at the cusp of a renewal.

This potential drew Pittsburgh History and Landmarks Foundation’s (PHLF) development attention. Interested in
preserving both the community’s architecture and vibrancy, PHLF has positioned itself to be a leader in pushing
for developmental reform.

With the goal of boosting community value while preserving the community’s strengths, PHLF asked us to research
the role of taxes in Wilkinsburg’s decline, along with programs and policies that can bring meaningful change.

In this study we investigate the impact of Wilkinsburg’s tax burden and neighborhood blight on community
revitalization and reinvestment. This study aims to identify sustainable solutions to the property tax burden as
well as research best practices and processes which may spur greater reinvestment in the Wilkinsburg community.
The contents of this report are broken out into historical data analysis, obstacles to community investment, and
sustainable development strategies.
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lll. Historical Data Analysis

Introduction

Although Wilkinsburg’s high tax rate is one of the major concerns that initiated this project, solutions to the
problem of disinvestment must go beyond the tax rate. How did Wilkinsburg's tax rate become so high in the
first place?2 How does Wilkinsburg's tax rate affect its ability to attract growth and investment2 These questions
cannot be answered unless we look at factors other than the tax rate.

This section specifically will:

e OQutline the research methodology for data analysis
e Investigate the elements of taxation in Wilkinsburg
e Define characteristics of desirable municipalities

e Analyze the "tax trap"

Research Methodology

The main objective of this section was to develop a historical statistical analysis which evaluates the relationship
between tax rates and a diverse range of neighborhood indicators such as population loss, vacancy rates,
housing values, and residential sales prices.

In order to analyze Wilkinsburg's current situation and how it arrived there, we took a closer look at a wide
range of historical and current data. We also conducted a review of scholarly literature in order to understand
how municipalities attract investment, and what role taxes play in that investment. Finally, we synthesized the
historical and current data analysis and the literature review in order to determine how reinvestment might come
to Wilkinsburg.

In examining current data, we compared Wilkinsburg to all 127 other municipalities located within Allegheny
County. In examining historic data, we selected ten benchmarked municipalities in Allegheny County that share
physical and geographic characteristics with Wilkinsburg. Also, the majority are "streetcar suburbs," located
near the urban core and featuring single family homes on relatively small parcels, with houses that were
predominantly constructed in the first half of the 20™ century. The selected benchmarked municipalities are listed
below:

e Aspinwall Borough Homestead Borough
e Bellevue Borough McKeesport City

Mount Lebanon Township
Pittsburgh City

Swissvale Borough

e Brentwood Borough
e Dormont Borough

e Edgewood Borough

The benchmarked communities, except for the City of Pittsburgh, are similar to Wilkinsburg in their dependency
on the City of Pittsburgh. Their shared dependency has created a wide range of similarities among the
compared municipalities such as declining population. They are all economically, culturally and socially
influenced by the City of Pittsburgh. This means that Wilkinsburg’s problems may not be attributed to
Wilkinsburg, if the same incidents are observed in the benchmarked municipalities.

8 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



On the other hand, by many measures, these benchmarked municipalities have diverged sharply from each other
and Wilkinsburg. Those contrasts can provide insight into the factors that drive investment in municipalities.

Thus, comparisons between Wilkinsburg and the benchmarked municipalities explicitly show the distinct problems
that Wilkinsburg faces while others do not.

We started by looking at taxes, tax rates, and tax bases to identify the causes of Wilkinsburg’s tax concerns.
These three variables are all different and influence the overall tax structure of Wilkinsburg in different ways.

Then we analyzed the historical changes in property-related statistics to illustrate the causes and consequences of
the tax problems.

Finally, we created several models which depict the overall structure of Wilkinsburg’s tax situation. Our models
identify the key problems which hinder the overall revitalization of Wilkinsburg.

Investigate the Elements of Taxation

While there is a great deal of concern about Wilkinsburg's tax rate, the tax rate alone explains only a small
part of Wilkinsburg’s tax situation.

From a government standpoint, the goal of taxation is to collect sufficient revenues to finance expenditures. In
order to determine the amount of tax revenues it will collect, the government multiplies the tax base by the tax
rate, where the tax base is the total assessed value of taxable property in a municipality. Municipalities with
higher housing values generally have a greater total assessed value and therefore a larger tax base. This
allows them to bring in the same level of revenues from a lower tax rate.

From the taxpayers' standpoint, the tax rate alone does not determine whether they are overtaxed. Instead,
they look at the tax burden — the amount of tax owed. This amount is determined by both the tax rate and the
individual assessed value of the property taxed. The assessed value, in turn, depends largely upon market value
of that property.

Median Home Sales Price Change 1996-2005

The market value of
individual properties
determines the total
assessed value in a
municipality, and the size
of its tax base. Median
home sales price is one
indicator of the market
value of properties in a
municipality. The graph
below compares the
change in the median sale
price of property in
Wilkinsburg to that of its
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The graph below shows the change in total assessed value — the size of the property tax base — from 1986 to
2005.

Graph.2!
Assessed Value Change from 1986 to 2005
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The sales prices of homes in Wilkinsburg have increased far more slowly than sale prices elsewhere in the
benchmarked communities. As shown in graph.2, the increase in the total assessed value of Wilkinsburg's
property lags behind the increases in other municipalities. Because Wilkinsburg has seen slower growth in its tax
base, it must charge an increasingly high tax rate in order to maintain its revenue. The graph below indicates
that between 1986 and 2005, Wilkinsburg's tax revenues have increased at a rate similar to those of our

benchmarked
Tax Revenue and Rate from 1986 to 2005 communities. This
occurred despite a
relatively large
increase in

25 Wilkinsburg's tax rate.
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burden accounts for 5% of median family income, which is roughly average for the county. Wilkinsburg's earned
income tax is among the smallest in the county. In addition, thanks to funding sources other than taxes,
Wilkinsburg's per capita expenditure, at $2,122, is significantly higher than its per capita tax burden.4 5

It should be noted that assessed value is determined by estimated market value, which is estimated in part from
the actual property price in standard property transactions. The graph of total market value change from 1986
to 2005 looks almost identical to the graph.2 (See graph.4 below). Because the market prices are determined
by housing demand, the consequence is that Wilkinsburg needs to increase the demand for its properties in order
to address the high property tax rate.

Market Value Change in 1986-2005 Graph.4¢
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Define Characteristics of Desirable Municipalities

Again, Wilkinsburg could reduce its tax rate if it increased the size of its tax base. To do this, however,
Wilkinsburg must increase the value of its property. How does a municipality attract residents and increase its
property values? More generally, why do some towns flourish while their neighbors stagnate?

A predominant theory among economists states that when deciding where to
live, people compare municipalities as if they were "baskets of goods."” J

Each municipality provides a combination of public services, o 3

neighborhood characteristics, and amenities, the "basket."8 y

Prospective residents weigh those benefits, against the taxes they //" Rl &, =¥ ; .

must pay to acquire them. ‘// “~¢ L Lt B0
Allegheny County, with over 100 municipalities, gives N g = 8.1 , b
residents plenty of "baskets" from which to choose. Wilkinsburg Tl e,
alone is surrounded by seven different municipalities. If "‘-\ D ETIA g, U il ol “: .
Wilkinsburg is to be successful, it must provide an attractive "basket." R T

In other words, Wilkinsburg needs to be competitive in terms of being e ! iy YA <

selected by customers who are going to choose where to live around the
region.
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If Wilkinsburg is less attractive, residents with the means to move elsewhere will "vote with their feet" and do so.
Therefore, as a place becomes less desirable to live, housing values will plummet, houses will be left vacant, and
those who are left will be those with limited means.

Municipalities must compete for residents and investment, and Wilkinsburg has not fared well in this competition.
One strong piece of evidence for this failure is the low market value of Wilkinsburg's homes compared to similar
homes in neighboring municipalities. The shaded area in the map below shows the area within 1/8 of a mile of
the Pittsburgh-Wilkinsburg border, primarily in the Regent Square neighborhood that is shared by both
municipalities. The red circles indicate the values of houses sold between January 2000 and December 2007.
Despite being located in the same neighborhood, houses on the Wilkinsburg side of the border sell for far less:
the median sale price of a home in Pittsburgh near the Pittsburgh-Wilkinsburg border is $95,740. On the
Wilkinsburg side of the border, the median price is $54,500.

Map.2?

Pittsburgh

Sale Price
»  $45,000 and under

® $45001 to$90,000
@ $90.001to$135,000
@ 3135001 o $180,000

Edgewood

Above $180,000

The graph below shows the change in population for the benchmarked municipalities, Wilkinsburg, and Allegheny
County. Since 1940, seven of the ten cities, including Wilkinsburg, have lost population at a moderate rate; one
has lost the majority of its population and two have seen significant population growth. Since 1970, however, all
11 municipalities have experienced moderate population loss, mirroring the overall trend in the County.
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As we saw in graph.5, Wilkinsburg has seen its population decline continuously since 1950, mirroring the overall
declining trend in the County. As population has fallen, Wilkinsburg's vacancy rate has increased dramatically
while most other benchmarked municipalities with declining population have not. High vacancy rates create a
vicious cycle: as the number of vacant lots increases, an area becomes a less desirable place to live, causing
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further abandonment and even more vacancy.
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Based on income statistics, Wilkinsburg has grown even less competitive in recent years. It is the only

Municipality we benchmarked in which median family income (adjusted for CPI inflation'2) decreased between

1990 and 2000.
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Median Family Income Index in 1980 Dollars Graph.713
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Analyze the "Tax Trap

The trends we explored indicate that Wilkinsburg's "basket" is not competitive with those of other municipalities.
In order to stimulate reinvestment, Wilkinsburg must improve its “basket” and become a more desirable place to
live. Unfortunately, this cannot be achieved by changing the tax rate.

Taxes have both positive and negative effects on
the “basket” of goods, and therefore on property
. values. On the positive side, taxes pay for
Wikinsborgs N a services like schools, public safety, transportation,
Basket - and infrastructure. On the negative side, taxes

discourage investment in neighborhoods. Studies
have determined that the magnitudes of these
effects are roughly equal. ' When the tax rate
is changed, the positive and negative effects of
that change on the “basket of goods” cancel out

leaving no change in property value.15 16
Flow Chart.1
Tau Burden -

The flowchart shows what happens when
Wilkinsburg reduces the tax rate: the tax burden decreases, making Wilkinsburg's “basket” more valuable — but
at the same time Wilkinsburg's tax revenue declines, and the reduction in expenditures offsets the beneficial
effects of a lower tax burden. The “basket of goods” and the market value of properties do not change. When
Wilkinsburg increases the tax rate, the opposite occurs, and the market value of properties still does not change.
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What if Wilkinsburg were able to change its "basket of goods" without changing the tax rate? If Wilkinsburg's
“basket” improves, the market value of its property will increase, expanding the tax base. Then, the tax rate
necessary to maintain the current level of expenditure in Wilkinsburg will fall. If there is a sufficient increase in
the value of Wilkinsburg's property and expansion of the tax base, Wilkinsburg will eventually be able to
reduce its tax rate.

Summary: Escape the “Tax Trap”

Figure.1 High Tax Rate Low Tax Rate
The illustration shows such a scenario by

focusing on the incentive effect of taxes.

Taxes discourage investment in neighborhoods Low Tax Rate High Tax Rate
for two reasons: first, when taxes are high,
there is less money in citizens' pockets to
maintain, improve, and build new homes.
Second, the high tax rate makes investment in VRS
the neighborhood relatively less attractive, Quality
even if they have sufficient money to make the
investment.1”

Services

In a municipality with a low tax rate, a larger
portion of the house's value will come from the
physical quality of the house itself. The low tax rate makes improving a house more affordable and
economically viable. In a municipality with a high tax rate, a larger portion of a house's value will come from the
quality of services available to a resident of that house, as high tax rates help pay for expenditures on public
services.

If Wilkinsburg increases the value of its property, expanding its tax base without changing the tax rate, it will
have the flexibility to reduce its tax rate without cutting valuable services. This can be accomplished in two
ways:

e Remove the disincentives to development that exist in Wilkinsburg without reducing the tax rate.
® Find creative ways to enhance the value of existing property and/or expand tax base
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IV. Removing Barriers to Investment

Introduction

Wilkinsburg’s high property taxes play an important role in determining the community’s “basket of goods,” but
they also discourage investment in the borough’s property. Thus, Wilkinsburg is caught in a “tax trap,” where
changing the tax rate, up or down, will not improve the borough. To escape this “trap,” Wilkinsburg must reduce
the impact of its high tax rate on investment, thereby increasing the value of its property without changing the
tax rate. However, before Wilkinsburg can do this, it must also identify and remove the major barriers to
investment.

The section specifically will:

° Outline the research methodology for removing investment barriers
° Identify investment obstacles

e Analyze methods to remove these obstacles

e Identify strategies to circumvent the high property tax rate

o Examine best practice organizations

Research Methodology

Our research focused on four areas: tax abatement programs, vacant properties, tax liens and other
delinquencies, and best practice models applicable to Wilkinsburg.

We began by surveying tax abatement programs available through the state and other sources that could be
applicable to Wilkinsburg. In particular, we researched programs which provide abatement schedules for both
new residential construction and renovation.

We also explored how vacant property — with and without structures — impacts housing values and investment
within a community. This began with a literature review of research maintained by the National Vacant
Properties Campaign, a repository of resources and practices which deal with vacant land issues in the United
States. We settled on studies done by the Wharton School of Business and the Temple University Center for
Public Policy, both of which analyze the impact vacant properties have on sale values and renovation returns on
investment.’® 19 We then built a model to determine if their respective findings were applicable to Wilkinsburg
using Geographic Information Systems (GIS) software and the Allegheny County assessment database.

Tax delinquencies and other property liens are seen as a major hindrance to sales of Wilkinsburg properties, as
this debt is transferred to new owners. To this end, we researched what types of liens exist and the problems
with uncovering those liens. We built a database of current property tax liens, using the Prothonotary docket
search to find delinquencies by lot and block number.20 Combined with the county assessment database, we
mapped delinquencies and property values in GIS to determine the amount owed versus property value — an
indicator of extreme delinquency and hindrance to sale. This data allowed us fo determine the location of rental
owners, namely non-resident owners, and the assessed value of tax-exempt property in Wilkinsburg.

Community stakeholders were interviewed to better understand how best to clear tax liens and make vacant
properties more attractive for purchase and reinvestment. In addition, we researched Pennsylvania’s statute for
property tax compromise (72 P.S. §8§5551 through 5553) and the processes of sheriff’s sale and eminent domain.
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The combination of a realized need for development capacity and community connection led us to evaluate East
Liberty Development, Inc. (ELDI) and Mon Valley Initiative (MVI) as best practice models for creating a
redevelopment entity within Wilkinsburg. Both organizations work in communities that have economic hardships
similar to Wilkinsburg. MVI’'s model of site control and redevelopment and ELDI's model of community
involvement and outreach are each particularly relevant to Wilkinsburg. Further, we evaluated ELDI and MVI’s
use of funding sources to finance community reinvestment. We also researched how these organizations managed
tax delinquency, tax liens, and cleared property titles.

Reinvestment Hurdles

Communities often face a variety of different obstacles which discourage reinvestment and perpetuate the “tax
trap.” Here, we focus on vacancies and delinquencies - primary hindrances to reinvestment and redevelopment
within Wilkinsburg.

Vacancies

Wilkinsburg’s high vacancy rate is a significant obstacle to redevelopment. We estimate that there are over 800
vacant properties and lots in Wilkinsburg.2! Alarmingly, these vacant parcels represent 14% of Wilkinsburg’s
entire housing stock. In comparison, Allegheny County’s vacancy rate falls around 8%.22

Vacant land negatively impacts housing values. Further, high vacancy rates drastically depress property values.
The study conducted by the Wharton School of Business determined that per-block vacancy rates significantly
influence property values.23 For instance, housing values decrease by as much as 6.8% on blocks with a vacancy
rate between 5-10%.24 In addition, Temple’s 2001 study demonstrates that proximity to vacant properties
plays a strong role in property values. The study found that upwards of $7,600 of sales value could be lost due
to proximity to abandoned properties.?> Both results are summarized in Tables 1 and 2. Temple’s study further
outlines how this depression is also a disincentive to homeowner renovation. For example, $1,000 of investment
could yield less than $100 of new property value because the value of a property is largely influenced by that
of surrounding properties.2¢

0% 0% Less than 150 ft -$7,627
0-5% -5% 150-299 ft -$6,819
5-10% -6.8% 300-449 ft -$3,542
Greater than 10% -10.3% 450-600 ft Insignificant
Table.1%7 Table.228
Impact of vacancy rates on property values in Depression of home sales prices in proximity to
Philadelphia’s New Kensington Neighborhood vacant structures

Wilkinsburg’s high vacancy rate represents one of the primary obstacles to reinvestment. Our GIS analysis
mirrored these findings. Appendix 1 shows vacancies around three selected development areas, and those
areas’ assessed property values. We see the pattern of depression around these vacancies. The role vacancies
play is perhaps best demonstrated in Wilkinsburg’s core area, Appendix 2, where vacancies and property value
depression are both widespread and concentrated.2? This combination has contributed to the erosion of
Wilkinsburg’s tax base, resulting in higher tax rates to maintain service. This also discourages investment, as
home owners realize very little return on renovations. Neighborhoods with low and either stagnant or falling
property values lack economic incentive to reinvest.
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Delinquencies

While depressed property values discourage investment, money owed by current and former property owners
make title transfer near impossible. These debts, known as liens, carry through in an arms-length sale to new
owners. Arms-length sales refer to those sales which are carried out between two strangers, each seeking the
best outcome. Essentially an arms-length sale represents the true market value of an exchange. Liens discourage
investors from buying property which otherwise might be desirable.

A large percentage of Wilkinsburg’s properties have liens. Our collection of tax lien data reveals that 2,200
properties (approximately 30% of all borough properties) owe county, borough, and school district taxes.30
Combined, these properties make up $65 million (or 18%) of Wilkinsburg’s total assessed property value and
they owe over $5 million in property taxes. In addition, 409 properties owe more than half of their assessed
value, while 321 owe more than what they are worth. Vacancies represent a large proportion of these
properties - 70% of all vacant properties owe taxes, accounting for $1.3 million of owed taxes.3!

Since the debt must be settled in the transfer of the title, a prospective buyer could end up paying twice as much
— or more — for a property. Appendices 3 and 4 show tax-delinquent and vacant properties in select
development areas as well as the core of Wilkinsburg.

Tax liens, alone, are only part of the problem. Many other liens may be levied against property. These include,
among others, utility, contractor, mechanic, child support, and federal taxes.32 These liens are more difficult to
find and carry through when the property is sold. The new owner is required to pay this debt, and possibly
suffer a hit to their credit rating.

Liens represent a significant obstacle to reinvestment. Property titles must be cleared, prior to sale, to ensure that
Wilkinsburg property is more buyer-friendly.

Removing Obstacles to Investment

There is a prominent relationship between vacant properties and tax delinquency in Wilkinsburg. Nearly 70% of
all vacant properties owe taxes. Vacancies also make up 23% of the properties that owe at least half their
value in taxes, and 97% of those that owe more than they are worth.33  Vacant parcels significantly depress
property values of surrounding homes and, likewise, reduce the incentive to invest. Moreover, unpaid tax liens on
vacant properties prevent new investors from purchasing these properties. Wilkinsburg needs to identify
methods to clear tax liens, known as title clearing, to encourage new investment in vacant properties.

Our research identified three methods to reduce these property tax liens:

e Tax compromise
e Sheriff’s sale
e Eminent domain

Tax Compromise

Tax compromise is a legal process that attempts to remove or reduce the tax liens on properties for sale. The
process involves three parties: the seller of the tax liened property, who is unable to pay the debt; the
prospective buyer, who wants to purchase the property but not pay the tax liens; and, the taxing body that is
owed the tax liens. These three parties must agree to reach a tax compromise through a lengthy process
involving the Court of Common Pleas, which can rule in favor of the compromise, rule against it, or decree
another form of forgiveness.34 Unfortunately, the buyer and seller must go through this process with each taxing

18 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



body who is owed money, which can mean multiple trips to the court with potentially different outcomes each
time. Currently, Wilkinsburg’s Borough Council is discussing an ordinance codifying the tax compromise.35

Moreover, the compromise, illustrated in Figure 1, is a method that relies on full-party agreement and only
addresses property tax liens. Non-tax liens, which require research to uncover and address, are not addressed.
Thus, a new homeowner can be unexpectedly saddled with more debt than what they were prepared to pay.
Overall, this method is unfriendly to a purchaser because it is very cumbersome to administer, can take up to a
year to complete, and does not clear the property title. 3¢

Sheriff’s Sale and Eminent Domain

Sheriff’s sale and eminent domain are two alternative title-clearing methods. They are more effective and
expedient solutions compared to tax compromise, and address all liens as opposed to just property debt. Both,
however, have their advantages and drawbacks.

A sheriff’s sale occurs when a property is seized by a taxing body and then sold in a public auction. Proceeds
from this sale pay off any property debts, starting with taxing bodies and then other creditors. In a typical
process, a redevelopment entity initiates the process by targeting parcels for redevelopment and sale. The
entity then coordinates with a taxing body who performs research (due diligence) to determine what is owed on
the property. All uncovered debt is bundled with the property and included in the sale. The taxing body
carrying out the sale becomes the dominant lien holder — lien holder of the first position - and is the first to
receive proceeds from the sale with other lien holders receiving what remains after its respective debts and fees
are repaid. During the sale, parties bid on the parcels. Successful bidders pay the taxing body the sale price
plus research fees.3”

Eminent domain is another expedient method to clear titles and seize property. Allegheny County Economic
Development (ACED) has used this in Wilkinsburg. Additionally, MVI has worked with ACED to use eminent
domain in their redevelopment processes. Usually, a redevelopment entity targets parcels for redevelopment
and sale, and then coordinates the eminent domain process with ACED. An announcement is sent out 90 days
prior to ACED’s seizure of the property. Current owners are required to settle their respective debts if they wish
to halt the seizure and lien holders must forgive all past debt if they wish to gain anything from the seizure of the
property. At the end of the 90 days, ACED pays the current owner the property’s assessed value and seizes the
property. ACED then sells the property to the redevelopment entity for the assessed value plus eminent domain
administrative fees. MVI has developed sixty properties in the past two years using eminent domain. 38

Both methods have advantages and disadvantages. Figure 2 compares the two options.

Pros Pros

® Acquire property for less than the assessed value ® Complete control of acquisition and sale
® Title cleared once property acquired
® Tax collector agreement not impacted

Cons Cons
® Government research may miss liens, which carry ® Buyer must pay assessed value, which could be higher than
through to a new buyer what it might have cost at sheriff’s sale
® Borough’s contract with tax collector is a hindrance to ® Social stigma of eminent domain
this process ® Federal tax liens are not cleared

® The property could be sold to an undesirable purchaser
— highest bid wins

Figure.2
Characteristics of sheriff’s sale vs. eminent domain
(Source: Mon Valley Initiative, Doug Van Haitsma. October 30, 2007)
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Circumventing the High Property Tax Rate

Our data analysis concluded that although Wilkinsburg’s tax burden is average, its millage rate is high. This
rate influences individual reinvestment decisions. Homeowners do not believe that they benefit from the value of
their homes increasing. Many believe that investment in their property will dramatically raise their taxes and
they fear the risk of being priced-out of their home. Additionally, any prospective investor views the millage
rate as a significant disadvantage as their individual property tax burden is far less in surrounding municipalities.
Therefore, Wilkinsburg must find a way to reduce the impact of its high tax rate on investment.

Tax Abatement Programs

One viable method to reduce the impact of Wilkinsburg’s high millage rate is to implement a residential tax
abatement program. Tax abatement programs provide qualifying property owners with a partial exemption of
the taxes associated with the increase in housing value resulting from property improvements.

Our research revealed that few tax abatement programs exist for residential-only development. At both the
federal and state level, a relative dearth of residential development incentives exist compared to the
commercial arena, which have KOZ, KOEZ, LERTA, and New Market Tax Credits, among others. Historical and
low income tax credits are available through federal sources but can limit both the speed and diversity of
reinvestment. Hence, we focused on Act 42 which is a true property tax abatement program made available
through the Commonwealth of Pennsylvania.3?

Act 42 provides tax exemptions for renovations and new construction and encourages residents to invest in their
community. The Commonwealth provides taxing bodies with the authority to create Act 42 districts in which to
offer tax abatement programs. Since a number of schedules and durations are available, we have included the
entire statute in Appendix 7.

Through a tax abatement schedule, Act 42 enables homeowners to make needed improvements to their property
without facing dramatic increases in taxes. It also encourages new investors to enter the district through these
same exemptions. For example, a prospective buyer of an Act 42 home could realize the following:

e A renovated home assessed at $150,000 would have a taxable value of $83,887.0040
e S/he pays $1,174 of borough taxes - $926 less than without Act 42.
e The exempted property would have an effective tax rate of 7.8295 mills.

This is more competitive with neighboring Churchill, Edgewood, Swissvale, and Pittsburgh, whose millage rates
are 4, 6.61, 9.1, and 10.8 respectively, than the borough’s current rate of 14 mills.4!

Although Act 42 will incentivize reinvestment in Wilkinsburg, an extraordinarily high level of reinvestment must
occur to lower the tax rate. Our findings reveal the magnitude of reinvestment which must occur to lower
Wilkinsburg taxes. In Wilkinsburg, one mill equates to $273,000 of tax revenue.42 That is, $273,000 of new
tax revenue must be generated to reduce the borough tax rate by one mill. Thus, based upon Wilkinsburg’s
current millage rate, taxable property value must increase by $19.5 million (or 5.3%) to reduce tax rate by one
mill.

Analyzed differently, 135 housing starts, at $150,000 each, would raise property values enough to cut millage.
There are other ways to reach the $19.5 million needed to lower millage. For example, if Wilkinsburg
designated the entire borough as an Act 42 district, 50 housing starts at $150,000 each and 1,500 existing
homeowner renovations at $10,000 each would generate the value. Taking the most aggressive approach to
Act 42, Wilkinsburg could realize a millage decrease in 10 years (see Figure 2), and provide a strong
investment incentive. While new housing starts alone cannot reduce the millage rate, tax abatement programs
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can encourage reinvestment and improve the overall housing quality throughout Wilkinsburg. New housing
combined with current residential renovation can potentially reduce the millage rate. Combined with other
development strategies for vacant lots, increased property value could be realized.

Capacity to Manage Reinvestment Strategies: A Best Practice Approach

Through our research we identified the obstacles to investment and analyzed methods to remove these barriers.
Our findings revealed — and underscored — the need for a third-party non government entity to manage this
process and bring resources to the initiative. While Wilkinsburg has begun the process of developing a non-
profit entity to manage a Main Streets program, no real third-party capacity exists within the borough to
manage reinvestment through redevelopment or other strategies. We determined that any model must draw
heavily from the community and be able to operate without resources afforded in neighboring Pittsburgh.
Hence, we examined two best practice models - East Liberty Development, Inc. (ELDI) and the Mon Valley
Initiative (MVI) - which could be used for creating a redevelopment entity responsible for managing reinvestment
strategies within the borough. Each group brings unique components from which to draw, and those specific
components are outlined in this section.

The ELDI survey revealed organizational strengths which could serve as a model for the formation of a similar
Wilkinsburg entity. ELDI has a proven track record of redevelopment of what was one of the most blighted and
crime-ridden areas of Pittsburgh. A cornerstone of this redevelopment was an exhaustive and comprehensive
community planning prior to beginning development. ELDI continually revisits this plan, and is contemplating a
new one as they reach their ten-year anniversary.43  Though challenging to implement, this process has helped
East Liberty and ELDI gain national recognition for innovative and inclusive redevelopment strategies. Such a
process would also be beneficial in Wilkinsburg, as the level of reinvestment proposed is quite significant and
potentially community-altering.

MVI, for its part, has a proven track record of redevelopment in the mid Mon Valley in areas arguably in far
worse economic condition and with much more severe disinvestment than in Wilkinsburg. Formed in the late
1980’s, MVl is a coalition of mid Mon Valley CDCs in municipalities hardest hit by the collapse of steel and
supporting industries nearly 30 years ago.#4 Unlike ELDI, MVI does not have the advantage of the resources of
a large metropolitan center. In spite of that, MVI has created more than 252 units of affordable housing
throughout the Mon Valley region.#® Their experience in title clearing has been very successful, leading to 60
new development projects in the past two years.

These two CDCs demonstrate that there are effective methods of developing blighted areas in the Pittsburgh
region, and both would be good models from which to draw best-practices.

21 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



Summary

Our research shows that Wilkinsburg can escape its “tax trap” by removing major barriers to investment and
encouraging reinvestment. The major barriers are vacant parcels, tax delinquency and other property debts,
and the impact of the property tax rate on individual investment. Vacant parcels significantly depress the
property values of surrounding homes and, likewise, reduce the incentive to invest. Unpaid property debts — tax
or otherwise - dissuade new owners from purchasing property in Wilkinsburg. Finally, the impact of the high
property tax rate on individuals discourages investors and current residents from investing in their homes.

Wilkinsburg can reclaim vacant and tax delinquent properties through two suggested methods: sheriff’s sale or
eminent domain. Moreover, an existing tax abatement program, Act 42, can provide tax relief to investors and
residents who want to improve their homes. This makes Wilkinsburg more competitive with its neighbors and the
county in general.

However, while removing obstacles to investment, Wilkinsburg needs to support its actions with a complementary
development strategy to encourage investment and expand the tax base. This requires both governmental and
community involvement. It also requires a third-party, community-driven redevelopment entity which acts as the
executor of a community based reinvestment plan.

22 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



V. Sustainable Development Strategies
““Green’’ Strategies for Success

Introduction

Wilkinsburg confronts a high property tax rate, high vacancy rate, a low demand for housing and is caught in a
cyclical “tax trap” of disinvestment and blight. However, Wilkinsburg can escape the “tax trap” by improving
the market value of its housing stock and attracting new residents. Removing barriers to investment such as
reclaiming vacant lots, addressing tax liens, and tax abatement programs are essential strategies for laying the
groundwork for revitalization, but implemented alone cannot attract the investment needed to escape the “tax
trap.” To catalyze revitalization, Wilkinsburg also needs to implement a development strategy that improves the
quality of life for its residents and recreates its image in the region.

Sustainable community development represents one strategy to attract new residents, encourage reinvestment,
expand the tax base, improve the quality of life and livability, and create a new community image. Sustainable
community development refers to a “green” approach that uses economic development strategies to promote the
strategic revitalization of an area while improving the quality of life and local environment.4¢ A “green”
approach coordinates market-oriented investments with existing assets to foster innovative solutions to
revitalization efforts.4” Through applying sustainable community development strategies, Wilkinsburg can
escape the “tax trap” by transforming itself into a thriving community where people choose to live, work, and
invest.

Specifically, this section will:

e Qutline the research methodology for promoting sustainable community development
e Define the necessary components for successful revitalization efforts

e Examine a variety of successful sustainable development strategies

e Analyze the net impact of green strategies as a tool for revitalization

Research Methodology

Our methodology is based on a two-pronged approach to evaluate the viability of applying sustainable
development strategies in Wilkinsburg. We started by identifying international and domestic communities that
use green principals and practices as revitalization strategies. Then we narrowed our list to three benchmarked
communities for a more comprehensive analysis.
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International and Domestic Best Practices

We choose communities that were able to increase community population, utilize vacant buildings, increase the
tax base and raise property values through the implementation of green practices.

We identified over one dozen communities worldwide which use principals of sustainable development to
stimulate reinvestment and revitalization.48 These include:

e Bamberton, Canada e lthaca, NY, USA

e C(Cleveland, OH, USA e Kolding, Denmark

e Crickhowell Televillage, UK e New Kensington, Philadelphiaq,
e Crystal Waters, Australia PA, USA

e Davis City, CA, USA e Wilhelmina Gasthuis-Terrein,
e Ecolonia, The Netherlands Amsterdam, The Netherlands
e Greenwich Millennium Village, UK * Wilshire Center/Koreatown,

e Halifax, Australia Los Angeles, CA, USA

Benchmarking Relevant Communities

After researching these communities, we narrowed the list of best practices communities to those that successfully
implemented green revitalization programs and most closely resembled Wilkinsburg. These communities had at
least three of the following characteristics:

e Urban area with similar demographic High vacancy rate

characteristics o Affordable community
e Economic decline and/or job loss e Diverse housing stock
e Population loss e Mass transit station

e Diverse community

Based on these criteria we identified three communities that utilized sustainable development strategies and
resembled Wilkinsburg:

e Detroit-Shoreway, Cleveland, OH
e New Kensington, Philadelphia, PA
e Wilshire Center/Koreatown, Los Angeles, CA

We analyzed these communities to identify sustainable development strategies that could feasibly be
implemented in Wilkinsburg.

Detroit-Shoreway, Cleveland, Ohio

The Detroit-Shoreway community, located in Cleveland, is approximately 2 square miles in size with roughly
17,000 residents.4? It is known for its rich cultural and religious history, exhibited by its many churches and
cultural groups.®® The community shares similar characteristics to Wilkinsburg such as demographic diversity,
affordable housing, a mass transit station and mixed income. lts rustbelt location means that it also experienced
similar economic and population decline as the Pittsburgh region. Further, owner occupancy is approximately
30%, which is less than in Wilkinsburg.5! Detroit-Shoreway’s sustainable development project, known as the eco-
village project, originated from two Cleveland-based environmental non-profit organizations in 1995. Detroit-
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Shoreway was selected for the pilot project because of its neighborhood characteristics and the existence of a
well-established local community development corporation - Detroit Shoreway Community Development
Organization (DSCDO).52

New Kensington, Philadelphia, PA

This community is comprised of several distinct neighborhoods and is located in Philadelphia. This diverse
community shares many characteristics with Wilkinsburg such as high crime rate, high vacancy rate, low median
income, demographic diversity, affordable and unique housing stock, and access to mass transit. Similar to
Wilkinsburg, the majority of this area lost population between 1990 and 2000. Despite New Kensington'’s
reputation as one of Philadelphia’s poorest and most crime-ridden neighborhoods, the area has become a
national model for using sustainable development strategies to promote revitalization. These strategies have
been implemented through a partnership between New Kensington Community Development Corporation
(NKCDC) and the Pennsylvania Horticultural Society (PHS).

Wilshire Center/Koreatown, Los Angeles, CA

This Los Angeles community of 500 people is a two-block mixed-use working class neighborhood, consisting of 13
historically significant apartment buildings. Community members promote a healthy neighborhood — ecologically,
socially, and economically. They aspire to reduce the burden of government and increase neighborhood self-
reliance in a variety of areas such as food production, energy and water use, affordable housing, transit,
recreation, waste reduction and education. They plan to convert neighborhood housing from rental to
permanently affordable ownership and to raise the quality of neighborhood life while reducing environmental
impact. They serve as a public demonstration project of sustainable community development. The community
shares their processes, strategies and techniques with others through tours, talks, workshops, conferences, public
advocacy and the media.53

Identify Components for Success

The benchmarked communities implemented a variety of different green programs to promote strategic
community revitalization. Despite different approaches to sustainable development, all displayed three common
components which we believe are critical for any successful green program.

Organizational Leadership

One of the most striking attributes of each benchmarked community’s green strategy was the presence of strong
organizational leadership to drive and manage change. In every case, a well-established community
development corporation (CDC) implemented green programs as one component of their overall revitalization
efforts.

In the 1980’s, many socially conscious and ecologically minded Wilshire Center /Koreatown residents searched
for alternative solutions to the problems of congestion, smog, concrete, freeways, runaway development, crime,
alienation, and homelessness. Within this context, Cooperative Resources Service Project (CRSP) was established
as a resource center for small ecological and cooperative communities. CRSP’s leadership and financial support
led to Wilshire Center /Koreatown’s national recognition as a secure, healthy and high quality neighborhood. 54

Similarly Detroit-Shoreway’s Eco-Village project, which originated in 1995 from two Cleveland-based
environmental non-profit organizations, looks to counter suburban sprawl and out migration. EcoCity Cleveland -
one of the environmental non-profits - and DSCDO, the local CDC, collaborate on fundraising and project
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activities. DSCDQ’s involvement was integral to the project’s adoption by residents because of their ability to
access existing networks of community groups influential in the neighborhood. >3

Community Participation

Every successful community we analyzed emphasized the importance of community participation. Working
collaboratively with the community ensures that the needs of the community are recognized and helps build
community ownership. Moreover, community residents are great resources for innovative ideas. The
participation process increases interaction among community members, which consequently improves information
dissemination.

For example, all the projects and activities in the Wilshire Center /Koreatown community are decided upon
through open and participatory consensus decision-making and conflict resolution processes. They use several
mechanisms to increase community engagement, including: informal dinner gatherings, meetings, work parties,
workshops, conferences, forums, special events and electronic communication.5¢

Further, the first step in the Detroit-Shoreway project process was a large community forum, which resulted in the
first comprehensive conceptual plan of the pilot project. All major project activities involved extensive input and
feedback from community members through community design and planning workshops.

Creative Funding Strategies

The final critical component for success is the use of creative funding strategies. The benchmarked communities’
CDGs identified a variety of funding sources to support their activities.

NKCDC forged strategic partnerships with public, private, and nonprofit agencies to identify green resources.
For example, NKCDC collaborated with the Philadelphia Office of Housing and Community Development (a
government agency) and the Pennsylvania Horticultural Society (a nonprofit urban greening organization) to
promote sustainable development strategies.

In Wilshire Center /Koreatown, CRSP circumvented the institutional banking system, by developing its own
investment fund. The Ecological Revolving Loan Fund (ELF) accepts loans from lenders interested in socially and
environmentally responsible investments. The fund started accruing capital by saving money and setting up a
group account collected from some of CRSP members. CRSP collected money and short-term loans from investors
for basic rehabilitation of the buildings. Initially, CRSP had only $20,000 in savings, but within seven years they
purchased and acquired their first building. CRSP currently owns nearly a million dollars worth of historically
significant properties.5”

Essentially, there is no set formula for funding green development activities. In each of the benchmarked
communities, it was the responsibility of the CDC to research, identify and access funding streams to finance
project activities. Generally, the funding sources consisted of a combination of federal, state and local grants,
foundation grants, private-public partnerships, and private bank loans.

That said, funding sources shift and are typically unique to the region. Thus, it is imperative organizations
promoting development consistently stays abreast of the funding environment. Potential funding sources for
green development in Wilkinsburg can be found in Appendix 6.

26 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



Implement Sustainable Development Strategies

The benchmarked communities implemented four major sustainable development strategies to revitalize their
neighborhoods. These strategies are vacant lot management, new parks and pathways, energy efficiency, and
green building.

Vacant Lot Management

Vacant lot management represents one of the most feasible and cost effective strategies to promote the
revitalization of Wilkinsburg. This tool strives to improve the overall appearance of the community which helps to
encourage reinvestment, improve housing quality, attract new residents, and improve the quality of life for
existing residents.58

Wilkinsburg has approximately 800 parcels of unmaintained vacant land that negatively impact the
community.3® These vacant lots cause a myriad of problems including tax revenue loss and disinvestment.

NKCDC has one of the nations’ most effective vacant lot management programs, which has reclaimed over 65%
of the 1,500 vacant land parcels.© There are several vacant lot management strategies, which Wilkinsburg can
employ to help revitalize the community.

Clean and Green Lots

The goal of cleaning and greening lots is to transform abandoned vacant lots into clean and green open spaces.
NKCDC partnered with the Pennsylvania Horticultural Society (PHS) to employ a land stabilization process, which
involves removing trash and debris, leveling the ground, adding topsoil, and planting grass seed. Innovative
landscape design discouraged dumping and other illicit activities.®! In New Kensington, it cost approximately
$0.85 per square foot to stabilize a lot.2 NKCDC and PHS initiated a monthly maintenance plan that includes
cutting the grass, removing trash and debris, tree trimming, and mulching. Maintenance of lots cost
approximately $0.09 per square feet.3

Side Yard Program

Similar to Wilkinsburg, NKCDC implemented a highly successful side yard program that assists area residents in
the title transfer of adjacent vacant lots. This program brings land back onto the tax roll which increases total
tax revenue. In addition, side yard programs improve the “curb appeal” of the block, encourage reinvestment,
and enable neighborhood residents to access additional property for gardens and other needs.%4

Urban Garden Program & Garden Center

The popularity of urban gardens is rapidly increasing throughout the United States. Residents reclaim vacant
land through developing individual and community urban gardens. New Kensington, Detroit-Shoreway, and
Wilshire /Koreatown each have community and individual gardens. Often the community gardens were
established and maintained by neighborhood groups. NKCDC created a garden center, which offers high
quality, low-cost plants, compost, and mulch. The proceeds are reinvested into the vacant land management
program.%>

Wilkinsburg’s abundant vacant lots can be transformed into productive parcels that provide social and economic
returns.

27 | Wilkinsburg: A Call for Sustainability — Heinz Fall 2007 Systems Project



Return on Investment

Vacant lot management provides a significant return on investment resulting in increased housing values. In
2004, the Wharton School of Business analyzed the impacts of place-based investment greening strategies in
New Kensington. Specifically, the study focused on measuring the impact of NKCDC'’s greening program on
neighborhood revitalization.%®

The study determined that vacant lot improvements result in surrounding housing values increasing by as much as
30%.%7 In addition, new tree plantings were found to increase the housing values in surrounding properties by
approximately 10%.%8 This study indicates that vacant lot management is an investment with a high payoff; the
investment in New Kensington “translates to a $4 million gain in property value through tree plantings and a $12
million gain through lot improvements.”%? The Wharton Greening Study provides solid evidence that greening
investments can result in significant economic returns.

Wilkinsburg residents potentially can experience real returns. The following example illustrates the approximate
financial return, which a homeowner might experience through a vacant lot management program. We assume
that the current market value of a home adjacent to a vacant lot in Wilkinsburg is $25,000. If the adjacent
vacant lot was cleaned and greened the homeowner might experience as much as a 30% increase (or $7,500
increase) in housing value.

Parks and Pathways

The creation of community parks and walking pathways is another successful green development strategy.
Increasing green space through the creation of new parks or revitalization of existing parks improves
neighborhood livability and helps create a residential friendly image. For example, the Detroit-Shoreway
community plans to convert 22
acres of green space into a
recreational center that
incorporates ecological design,
environmental education, and
public art. Wilkinsburg can
capitalize on its vacant lots to
create parks that provide much
needed communal area for
recreation. This is particularly
true in the core of Wilkinsburg,
given its large amount of vacant
lots. The map below illustrates the
parcels of vacant land, vacant
industrial land, and condemned
houses throughout Wilkinsburg.

Map.3

Pedestrian friendly pathways
connect community components
through walking paths, bike paths
and nature trails. Pathways get people out of their cars and walking in the community, which improves livability,
attracts visitors, and can stimulate economic growth.
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Wilkinsburg can connect its community components through a pathway that winds throughout the neighborhood.
For example, a potential pathway (see Map.4, below) links busway stations, the linear park, PHLF’s new
developments, Garden Dreams, and the recently vacated Jane Holmes Residence, which is an excellent
opportunity for a new social or economic anchor. The pathway winds through vacant lots and areas that
potentially could be converted to new green space. Thus, residents and visitors can walk on a unique, natural
route to access the community’s components. Moreover, there is tremendous opportunity to create walking
pathways that connect the architectural assets of the community’s historical homes and churches.

Map.4

Energy Efficiency and Green Building

The other successful strategies found in our benchmarked communities are energy efficiency programs and green
building. A burgeoning environmental ethic, increasing fiscal pressure, and the changing nature of community
development has propelled energy efficiency and green building into mainstream development strategies.

Our benchmarked communities share three major energy efficiency programs: weatherization programs,
residential retrofits, and solar energy. For example, residents in the Detroit-Shoreway community utilized
Cleveland’s weatherization program and energy efficient retrofits to implement a range of improvements to their
homes, including: improved insulation, high-efficiency furnaces, and super-efficient windows. As a result, residents
in these homes experienced real savings in energy and utility bills.

Wilkinsburg residents can access the Pennsylvania Department of Community and Economic Development’s
weatherization program, which enables low-income families to, on average, reduce heating bills by 31% and
overall energy bills by $358 per year.” Moreover, Governor Rendell’s Energy Independence Strategy
provides rebates to residents who purchase new efficient air conditioners and refrigerators, which could save
about $600 a year. Finally, under the new PA Sunshine grant initiative, residents are eligible for rebates of up
to 50% of the cost of installing solar panels.”!
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In addition to efficiency gains, our benchmarked communities constructed green homes. Green buildings create
healthy living environments for community members through more resource-efficient models of construction,
renovation, operation, maintenance, and demolition. Current research demonstrates the excellent environmental,
economic, and social benefits of green buildings.”2 For example, “green buildings, when compared to
conventional buildings, are on average 25-30% more energy efficient, characterized by low electricity peak
consumption, and more likely to generate renewable energy on-site.””3

The Detroit-Shoreway community utilized green building techniques on three new housing developments, including
a $4.1 million 20-town home development. The buildings in this development pay roughly half the heating costs
of an average sized Midwestern household.”4

Energy efficiency and green building strategies result in residential financial savings in the long run, creating a
healthier community and promoting a new neighborhood image.

Impact of Sustainable Development Strategies

Community revitalization is the net impact of sustainable development strategies in our benchmarked
communities. Through implementing sustainable strategies, these communities were able to recreate their image
and improve community livability. In turn, this attracted new residents and investment. As a result of these
activities, most of these communities experienced an increase in property values and tax base, an increase in
population or stabilization of population, and transformation of vacant lots over a 10-year period. For
example, the Detroit Shoreway community went from being the “back 40” with no investment before the project
to the Cleveland “eco-village,” which is nationally known for its sustainable development activities.”>

Wilkinsburg can move towards escaping its “tax trap” by catalyzing revitalization through sustainable
development strategies. Wilkinsburg can creatively transform its negative assets, such as vacant lots, to positive
assets. However, before it can implement sustainable development strategies in a comprehensive manner, it must
first establish the necessary components for success.
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VI. Conclusion

Taxes play a significant role in the level of investment in a borough. While there is a great deal of concern over
Wilkinsburg's property tax rate, the rate alone explains only a small part of Wilkinsburg's tax situation.
Although the property tax rate is high, our research shows that the tax burden is average. Thus, the borough is
not overtaxed compared to other boroughs in Allegheny County, despite its high property tax rate.

Property taxes have a critical role in providing public services such as schools, public safety, transportation, and
infrastructure, which impact Wilkinsburg’s “basket of goods.” Alternatively, high property taxes discourage
investment in the borough. Consequently, Wilkinsburg is caught in a “tax trap” where changing the existing rate,
up or down, will not impact property values and the borough’s “basket of goods.” To escape the “trap,”
Wilkinsburg must increase its total assessed property value and expand its tax base; consequently, allowing the
borough to reduce the property tax rate.

Before Wilkinsburg can escape the “tax trap,” major investment barriers must be removed. These, in particular,
are vacant parcels, tax and other delinquencies, and the property tax rate’s impact on individual investment.
Vacant parcels and tax delinquency can be resolved either through sheriff’s sale or eminent domain. The
property tax rate impact can be reduced through a borough-wide application of the Act 42 tax abatement
program at the school district and borough levels. However, removing the barriers to investment without a
complementary development strategy will not propel Wilkinsburg out of its “tax trap.”

To catalyze revitalization, Wilkinsburg must implement a development strategy that improves the quality of life
of its residents and recreates its image in the region. Sustainable development strategies represent a proven
method that attracts new residents and investment, encourages reinvestment, expands the tax base, improves the
quality of life and livability, and creates a new community image. Paired with redevelopment incentives,
Wilkinsburg can move towards escaping its “tax trap” by catalyzing revitalization through sustainable
development strategies. The borough has the opportunity to creatively transform its liabilities, such as vacant
lots, to positive assets such as parks and green space.

However, before Wilkinsburg can implement these strategies in a comprehensive manner, it must first establish
organizational leadership and community support.

By removing barriers to investment and implementing sustainable development strategies, Wilkinsburg can begin
moving towards an economically, socially and environmentally healthier future.
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VIl. Recommendations

General Action Steps:

e Develop inclusive community plan with community residents and stakeholders that outlines the community’s
strategic objectives

e Form a 501(c) 3 nonprofit community development corporation (CDC) to execute the neighborhood plan (or
expand existing organization or partner with established CDC).

Sustainable Development Action Steps:

e Form an green development technical advisory board comprised of environmental and green building
experts

e Form a strategic partnership with CDCs that have successfully implemented green activities, such as DSCDO in
Cleveland or NKCDC in New Kensington, PA.

e Complete a comprehensive survey of vacant lots and condemned buildings in Wilkinsburg (municipal data is
outdated)

e Inform residents of green funding options, particularly for energy efficiency programs
e Coordinate vacant lot management and cleaning programs with residents and municipality
e Create new parks and pathways that connect community social and economic cores

Reinvestment Action Steps:
Community Action Steps

e Establish dialog with ELDI and MVI to better understand their respective core competencies as they relate to
reinvestment strategies in Wilkinsburg

e Charge the CDC to identify the best methods by which to gain control over targeted properties, and work
closely with the necessary government agencies in this acquisition and title clearing

e Pursue a pilot project, possibly located in the Wilkinsburg’s core, to demonstrate viability of reinvestment via
redevelopment and greening strategies within an urban borough

Government Action Steps

e Declare the entirety of Wilkinsburg an Act 42 tax abatement district
e Provide an Act 42 exemption schedule which is as aggressive as allowed under current statute

e Evaluate the Portnoff & Associates collection contract and renegotiate terms more amenable to a borough or
school district run sheriff’s sale (a copy is available in Appendix 8)

e Research tax liens on properties the CDC desires to gain control over via sheriff’s sale
e Enhance side lot program through title clearing practices and Act 42
®  When necessary, assist the CDC in obtaining funding

For further discussion of certain recommendations, please refer to Appendix 9.
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Appendix 1
Vacancies and Property Values Around Select Development Sites with 150-foot Buffer
(Source: Allegheny County Assessment Database)

Crescent Apartments & Hamnett Place Peebles Square
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Appendix 2
Vacancies and Property Values in Wilkinsburg’s Core with 150-foot Buffer
(Source: Allegheny County Assessment Database)
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Appendix 3
Amount Owed vs. Assessed Value Around Select Development Sites
(Source: Allegheny County Assessment Database, Allegheny County Office of Prothonotary Civil Docket
Search)
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Appendix 4
Amount Owed vs. Assessed Value in Wilkinsburg’s Core
(Source: Allegheny County Assessment Database, Allegheny County Office of Prothonotary Civil Docket
Search)
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Appendix 5
Calculating Renovation Exemption Amount Available Under Act 42
(Sources: Pennsylvania Statute 72 P.S. §8§4711, US Census)

Year Census Act 42 |Act 42 Eligible
Price Index Amount
Index Ratio
1971 24.1 NA| § 10,000.00
1972 25.6 1.065| $10,651.80
1973 27.9 1.087 $11,578.04
1974 30.5 1.093| $12,658.66
1975 33.7 1.107 $14,013.72
1976 36.6 1.086 $15,214.41
1977 41.3 1.127| $17,152.66
1978 47.3 1.145| $19,639.79
1979 54.0 1.142| S$22,425.12
1980 59.5 1.102 $24,709.16
1981 64.2 1.079] $26,660.98
1982 65.7 1.023| $27,283.90
1983 67.1 1.021| $27,865.29
1984 69.8 1.040| $28,986.54
1985 70.7 1.013 $29,360.30
1986 73.4 1.038| $30,481.55
1987 77.4 1.054 $32,142.67
1988 80.3 1.037| $33,346.98
1989 83.5 1.040| $34,675.88
1990 85.1 1.019] $35,340.33
1991 86.2 1.013| $35,797.14
1992 87.3 1.013 $36,253.94
1993 91.1 1.044| $37,832.01
1994 95.5 1.048| $39,659.24
1995 98.2 1.028| $40,780.50
1996 100.0 1.018| $41,528.00
1997 102.9 1.029 $42,732.31
1998 105.5 1.025| $43,812.04
1999 110.7 1.049 $45,971.50
2000 115.4 1.042| $47,923.31
2001 119.5 1.036| $49,625.96
2002 124.8 1.044| $51,826.94
2003 131.9 1.057| S54,775.43
2004 141.9 1.076 $58,928.23
2005 153.1 1.079| $63,579.37
2006 159.2 1.040| $66,112.58



Appendix 6
Funding Sources

Public Sector and Private Sector Funding

Public Sector Funding
General Funding
1. Community Development Block Grants

Introduction

The program provides annual grants on a formula basis to entitled cities and counties to develop viable
urban communities by providing decent housing and a suitable living environment, and by expanding
economic opportunities, principally for low- and moderate-income persons.

Eligible Activities
CDBG funds may be used for activities which include, but are not limited to:

e acquisition of real property;

e relocation and demolition;

e rehabilitation of residential and non-residential structures;

e construction of public facilities and improvements, such as water and sewer facilities, streets,
neighborhood centers, and the conversion of school buildings for eligible purposes;

e public services, within certain limits;

e activities relating to energy conservation and renewable energy resources; and

e provision of assistance to profit-motivated businesses to carry out economic development and job
creation/retention activities.

Source: http://www.hud.gov/offices/cpd/communitydevelopment/programs/entitlement/

2. Urban Development Program

Provides grants for urban development and improvement projects

Eligibility: Municipalities; Non-Profit Entities

Uses: Construction or rehab of infrastructure, building rehabilitation, acquisition and demolition of
structures/land, revitalization or construction of community facilities, purchase or upgrade of machinery
and equipment, planning of community assets, public safety, crime prevention, recreation, and training
Amounts: No minimum or Maximum; Grants range between $5,000 and $25,000

Type of Funding: Grant

Source: http://www.newpa.com/programDetail.aspx?id=81
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3. Local Municipal Resources and Development Program (LMRDP)
Grants to municipalities for improving quality of life within the community
Eligibility: Municipalities; Non-profit entities

Uses: Construction or rehabilitation of infrastructure, building rehabilitation, acquisition and demolition of
structures/land, revitalization or construction of community facilities, purchase or upgrade of machinery and
equipment, planning of community assets, public safety, crime prevention, recreation, and training

Amounts: No minimum or maximum; Typical grants are between $5,000 and $25,000

Source: hitp://www.newpa.com/programDetail.aspx?id=78

4. Community Revitalization Program (CRP)
Provides grant funds to support local initiatives that promote community stability and quality of life.

Eligibility: Local Government, municipal and redevelopment authorities and agencies, industrial development
authorities and agencies, non-profit organizations incorporated under the laws of the Commonwealth, community
organizations engaged in activities consistent with the program guidelines.

Uses: Construction or rehabilitation of infrastructure, building rehabilitation, acquisition and demolition of
structures/land, revitalization or construction of community facilities, purchase or upgrade of machinery and
equipment, planning of community assets, public safety, crime prevention, recreation, and training

Type of Funding: Grant
Source: http://www.newpa.com/programDetail.aspx2id=72

Vacant Lot Management, Gardens & Parks

1. PA Department of Conservation and Resources

Community Conservation Partnership Program: Growing Greener Grants

Community Grants: Awarded for local recreation, park and conservation projects. These include the
rehabilitation and development of parks and recreation facilities; acquisition of land for park and
conservation purposes; and technical assistance for feasibility studies, trails studies, and site development
planning. Grants require a 50 percent match except for some technical assistance grants and projects
eligible as small community projects.

Source: hitp://www.dcnr.state.pa.us/bre/grants/gg-grants.aspx

Planning and Technical Assistance Grants

Comprehensive Recreation, Park and Open Space Plans: Grants to develop a comprehensive long-range
planning document that provides strategies to address a municipality's recreation, park and open space
needs.

Conservation/Sound Land Use: Grants to encourage conservation planning and sound land use. Either as a
stand alone product or as part of comprehensive recreation, park and open space or a municipal plan,



http://www.newpa.com/programDetail.aspx?id=78
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the Department will fund studies that advance conservation or sound land use strategies or practices
identified in existing plans.

Greenways: Grants to explore establishing, developing and managing linear corridors of open space
along streams, shorelines, wetlands, canals, ridge tops, etc. These corridors are studied to create
recreational trails and bikeways, park connectors, and for environmental protection. DCNR has separate
grant programs for river conservation and rail-trail planning.

Source: hitp://www.dcnr.state.pa.us/bre/grants/itagrant.aspx

Energy and Sustainable/Green Housing

1. Governor Rendell’s Energy Independence Strategy

Energy Independence Grants and Loans

Objective: To provide grants and low-interest loans to for-profit, non-profit and local government entities
to undertake clean energy projects that will help lower electricity costs, reduce Pennsylvania’s use of
imported fuels, stimulate investment in the Commonwealth and create jobs. This program will be
administered by the Pennsylvania Energy Development Authority.

Goals: To stimulate the development of innovative clean energy projects by offering grant and low
interest financing on favorable terms to projects with technical and economic merit. Priority areas for
financing are energy-related economic development projects for Pennsylvania industrial customers, waste
coal projects, biofuels projects, solar manufacturing projects and energy conservation/demand
management projects.

Funding: $300 million to be managed by the Pennsylvania Energy Development Authority.

Source: http://www.depweb.state.pa.us/energindependent/lib/energindependent/documents /fs-
grantsloans.pdf

2. Metropolitan Edison Company SEF Grants and Loans (FirstEnergy Territory)

The fund is designed to promote:

The development and use of renewable energy and clean-energy technologies;

Energy conservation and efficiency;

Sustainable-energy businesses; and

Projects that improve the environment in the companies' service territories, as defined by their relationship
to the companies' transmission and distribution facilities.

Incentive Type: Local Program
Eligible Efficiency Technologies: Yes; specific technologies not identified

Eligible Renewable /Other Technologies: Passive Solar Space Heat, Solar Water Heat, Solar Space Heat,
Solar Thermal Electric, Solar Thermal Process Heat, Photovoltaics, Landfill Gas, Wind, Biomass,
Hydroelectric, Fuel Cells, Municipal Solid Waste, CHP /Cogeneration

Applicable Sectors: Commercial, Industrial, Residential, Nonprofit, Schools, Local Government,
Metropolitan Edison Territory of FirstEnergy

Amount: Varies according to project
Max. Limit (Grant): $25,000
Max. Limit (Loan): $500,000

Terms: Vary according to project
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http://www.depweb.state.pa.us/energindependent/lib/energindependent/documents/fs-grantsloans.pdf
http://www.depweb.state.pa.us/energindependent/lib/energindependent/documents/fs-grantsloans.pdf

Website: http://www.bccf.org/pages/gr.energy.html

3. Penelec SEF of the Community Foundation for the Alleghenies Grant and Loan Program
(FirstEnergy Territory)

The purpose of the fund is to promote:

o the development and use of renewable energy and clean energy technologies,
® energy conservation and efficiency,

e sustainable energy businesses, and

e projects which improve the environment in the Penelec region.

Incentive Type: Local Program
Eligible Efficiency Technologies: Yes; specific technologies not identified

Eligible Renewable /Other Technologies: Passive Solar Space Heat, Solar Water Heat, Solar Space Heat,
Solar Thermal Electric, Solar Thermal Process Heat, Photovoltaics, Landfill Gas, Wind, Biomass,
Hydroelectric, Fuel Cells, CHP /Cogeneration

Applicable Sectors: Commercial, Industrial, Residential, Nonprofit, Schools, Penelec Service Territory of
FirstEnergy

Amount: Varies according to project

Max. Limit (Grant): typically do not exceed $25,000
Max. Limit (Loan): typically do not exceed $500,000
Terms: Vary according to project

Website: http://www.cfalleghenies.org /penelec.htm

4. West Penn Power SEF Grant and Loan Program

Some of the potential uses of the fund may include:
e Demonstration projects and technologies incorporating renewable or energy efficiency products and
services,
e Engaging national programs. WPPSEF grants should be highly leveraged whenever possible,
e Consumer education on renewable energy and energy conservation and efficiency.

e Policy development. Specific policy research and initiatives that open markets for companies that become
WPPSEF financing prospects could be supported.

Incentive Type: Local Program
Eligible Efficiency Technologies: Yes; specific technologies not identified

Eligible Renewable /Other Technologies: Solar Water Heat, Solar Space Heat, Solar Thermal Electric,
Solar Thermal Process Heat, Photovoltaics, Wind, Biomass, Hydroelectric, Fuel Cells, CHP /Cogeneration,
Other Distributed Generation Technologies

Applicable Sectors (Grant): Nonprofit, Schools, West Penn Power Service Territory

Applicable Sectors (Loan): Commercial, Industrial, Transportation, Construction, Retail Supplier, West Penn
Power Service Territory

Max. Limit: Varies according to project



Terms: Varies according to project

Website: http://www.wppsef.org/grants.html

5. Sustainable Development Fund Grant and Loan Program (PECO Territory)

The Sustainable Development Fund provides financial assistance for the following types of ventures:

o  Manufacturers, wholesalers/distributors, retailers and service companies who want to finance equipment
upgrades or electricity energy savings improvements to their plant/office facilities;

o Manufacturers, distributors and installers of renewable energy, advanced clean energy and energy-
conserving products and technologies; and,

e Companies and organizations that are end-users of renewable energy, advanced clean energy and
energy-conserving products and technologies.

e Companies and ventures that generate electricity using renewable energy sources;

Incentive Type: Local Program
Eligible Efficiency Technologies (Grant): Yes; specific technologies not identified

Eligible Efficiency Technologies (Loan): Lighting, Chillers, Boilers, Heat pumps, Air conditioners,
Custom /Others pending approval, Yes; specific technologies not identified

Eligible Renewable /Other Technologies: Passive Solar Space Heat, Solar Water Heat, Solar Space Heat,
Solar Thermal Electric, Solar Thermal Process Heat, Photovoltaics, Landfill Gas, Wind, Biomass,
Hydroelectric, Fuel Cells, Geothermal Heat Pumps, CHP /Cogeneration

Applicable Sectors (Grant): Commercial, Industrial, Nonprofit, Schools, Construction, PECO Service
Territory

Applicable Sectors (Loan): Commercial, Industrial, Nonprofit, Schools, PECO Service Territory
Amount (Grant): $25,000 average

Max. Limit (Grant): Up to 75% of the costs, with 25% being covered by the applicant
Amount (Loan): $25,000 to $250,000

Terms (Loan): 5% to 6.5%; Up to 10 year terms

Website: http://www.trfund.com/sdf /grants.html

6. SEF of Central Eastern Pennsylvania Loan Program (PP&L Territory)

The purpose of the fund:

e to promote research and invest in clean and renewable energy technologies, energy conservation, energy
efficiency and sustainable energy enterprises that provide opportunities and benefits for PP&L ratepayers.
e Research projects are not eligible for grant financing.
Incentive Type: Local Loan Program
Eligible Efficiency Technologies: Yes; specific technologies not identified, LED Retrofit
Eligible Renewable /Other Technologies: Solar Water Heat, Solar Space Heat, Solar Thermal Electric,
Photovoltaics, Landfill Gas, Wind, Biomass, Hydroelectric, Fuel Cells, CHP /Cogeneration, Other
Distributed Generation Technologies

Applicable Sectors: Commercial, Industrial, Nonprofit, Local Government, State Government, (PP&L
Service Territory)



Amount: Varies by project
Terms: Vary by project
Website: http://www.TheSEF.org

7. Pennsylvania Energy Harvest Grant Program

The purpose of the fund is

e to improve air quality, preserve land, protect local watersheds and provide economic opportunities for the
state's agricultural community.

e to finances the implementation of clean and renewable-energy technologies that have measurable benefits
in terms of pollution reduction, environmental quality and reduced energy use.

Incentive Type: State Grant Program
Eligible Efficiency Technologies: Yes; specific technologies not identified

Eligible Renewable /Other Technologies: Solar Water Heat, Solar Space Heat, Solar Thermal Electric,
Photovoltaics, Landfill Gas, Wind, Biomass, Renewable Transportation Fuels, Fuel Cells, Anaerobic
Digestion, Small Hydroelectric, Other Distributed Generation Technologies

Applicable Sectors: Commercial, Nonprofit, Schools, Local Government, Agricultural
Amount: Varies by project (April 2007 solicitation; deadline has passed)

Maximum Amount: No maximum stated (April 2007 solicitation; deadline has passed)
Website: http://www.depweb.state.pa.us/energy /cwp/view.asp2a=1374&q=483024

8. Keystone Home Energy Loan Program

The purpose of the fund is

e To provide low-interest loan program for homeowners to make their homes more energy efficient.
Many efficiency improvements are covered by the program, including improvements to heating and
cooling systems, upgrades to windows, doors, insulation and siding and upgrades of lighting and
ceiling fans.

e this loan covers the purchase and installation of solar, wind and geothermal systems.

Incentive Type: State Loan Program

Eligible Efficiency Technologies: Clothes Washers/Dryers, Dishwasher, Refrigerators /Freezers,
Dehumidifiers, Ceiling Fan, Water Heaters, Lighting, Furnaces, Boilers, Heat pumps, Air conditioners,
Programmable Thermostats, Building Insulation, Windows, Doors, Siding

Eligible Renewable /Other Technologies: Solar Water Heat, Photovoltaics, Wind, Geothermal Heat
Pumps

Applicable Sectors: Residential, Low-Income Residential

Amount: $1,000-$10,000

Maximum Amount: $10,000, with possibility of higher amounts

Terms: 10 year term at 8.99% interest rate (6.99% for qualifying income levels)
Installation Requirements: Approved contractors only

Program Budget: $20 million



Website: http://www.keystonehelp.com

9. Small Business Pollution Prevention Assistance Account Loan Program
Incentive Type: State Loan Program

Eligible Efficiency Technologies: Processing and Manufacturing Equipment, Custom/Others pending
approval

Applicable Sectors: Commercial, (no more than 100 full-time employees)

Amount: Up to 75% of total eligible project cost

Maximum Amount: $100,000

Terms: 2% interest; Maximum loan term of 10 years

Website: http://www.depweb.state.pa.us/enintech/cwp /view.asp2a=1413&q=503114

10. Adams Electric Cooperative - Energy Resource Conservation (ERC) and Supplemental Loan
Program

Supplemental loan money is available for:

e Ground source heat pump installations

Heat Pump Plus installations

Dual Fuel installations

Electric Thermal Storage units

Other demand side management installations

Incentive Type: Utility Loan Program

Eligible Efficiency Technologies: Equipment Insulation, Heat pumps, Air conditioners, Caulking/Weather-
stripping, Building Insulation, Windows, Doors, Attic Fans

Eligible Renewable /Other Technologies: Geothermal Heat Pumps
Applicable Sectors: Residential

Terms: Property owners can borrow up to $25,000 with terms of 1-7 years. Interest rates range from 5%
to 5.5%

Website: http://www.adamsec.com/Products/LowCostLoans/tabid /82 /Default.aspx

11. Alternative Fuel and Idle Reduction Grants

Purpose: to adopt or acquire energy efficient or pollution prevention equipment or processes.
Incentive Type: Local Grant Program

Applicable Sectors: Small businesses

Amount: 50% matching grants

Website: http://www.eere.energy.gov/afdc/progs/view_ind.php/PA/5998

12. Alternative Fuel Vehicle (AFV), Hybrid Electric Vehicle (HEV), and Refueling Infrastructure
Funding

The Alternative Fuels Incentive Grant (AFIG) Fund provides grant funding to school and vocational school
districts, municipal authorities, counties, cities, boroughs, incorporated towns, county institution districts,
nonprofit entities, corporations, limited liability companies, or partnerships incorporated or registered in
the Commonwealth of Pennsylvania.



Website; http://www.eere.energy.gov/afdc/progs/view_ind.php/PA /5812

13. Idle Reduction Incentives

Purpose: to reduce waste, pollution or energy use.

Incentive Type: Local Loan Program

Applicable Sectors: Small businesses

Amount: 75% of total eligible project cost, up to a maximum of $100,000
Term: maximum term of 10 years, loan interest rate of 2%

Website: http://www.eere.energy.gov/afdc/progs/view_ind.php/PA/5998

Private Funding
Foundations:
1. Heinz Endowments
The Heinz Endowments supports projects designed to improve the quality of life in the Pittsburgh region and to
address challenges it shares with communities across the United States. They focus on five disciplines represented
by our grant-making program areas: Arts & Culture; Children, Youth & Families; Education; Environment; and
Innovation Economy.

Eligibility: Organizations classified as tax-exempt under section 501(c)(3) of the Internal Revenue
Code and as public charities under section 509(a) of that code

Uses: Projects that promote environmentally responsible land use, site development and building
practices, environmental protection and health, along with preventing and remediating ecosystem
damage.

Type of Funding: Grants
Amounts: $500 to $750,000
Source: http://www.heinz.org/grants.aspx
2. Roy Hunt Foundation
A major objective of their Environment Program is to encourage compatibility between economic development and

environmental protection. Thus, they promote strategic activities that create incentives for environmentally responsible
decisions in the private sector.

Eligibility: Organizations classified as tax-exempt under section 501(c)(3) of the Internal Revenue
Code.

Uses: sustainable land use and land management; reclamation of brownfields; education programs
designed to raise public awareness, promote environmental sustainability and nurture leadership;
programs that restore and protect freshwater quality and quantity; programs to prevent and
mitigate the effects of hazardous industrial, agricultural, or household wastes;

Type of Funding: Grants

Amounts: $25,000 and $50,000

Source: http://www.heinz.org/grants.aspx
3. McCune Foundation

A broad mission dedicated to improving the community and enhancing the quality of life of citizens. Priority is
given to proposals that demonstrate the greatest likelihood of achieving results through initiatives that create


http://www.heinz.org/grants.aspx
http://www.heinz.org/grants.aspx

economic opportunities, prepare young people for the workforce, and build healthy and economically viable
communities to attract people to the city and region.

Eligibility: Organizations classified as tax-exempt under section 501(c)(3) of the Internal Revenue
Code.

Uses: community and economic development
Type of Funding: Grants

Amounts: Varies from several thousand to over a million
Source: hitp://www.mccune.org:81 /foundation:Website,mccune,index

4. Richard King Foundation
Funding priorities include regional economic development, the quality of life in southwestern Pennsylvania, land
preservation, and watershed restoration and protection with an emphasis on western Pennsylvania.

Eligibility: Organizations classified as tax-exempt under section 501(c)(3) of the Internal Revenue
Code.

Uses: Conservation (land preservation, watershed protection/restoration and sustainable environments); economic
development (quality of life and business stimulus initiatives).
Type of Funding: Grants
Amounts: Varies from several thousand to over a million
Source: http://foundationcenter.org/grantmaker/rkmellon/index.html
5. Scaife Foundations (Allegheny Foundation)
The Allegheny Foundation concentrates its giving in the Western Pennsylvania area and confines most of its grant awards

to programs for historic preservation, civic development and education.

Eligibility: Organizations classified as tax-exempt under section 501(c)(3) of the Internal Revenue Code.

Uses: civic development

Type of Funding: Grants

Amounts: 2006 disbursements ranged from $5,000 to $300,000.

Source: http://www.scaife.com/alleghen.html

6. Alcoa Foundation

The Alcoa Foundation's focus for funding is around four distinct Areas of Excellence: Conservation and
Sustainability, Safe and Healthy Children and Families, Global Education and Workplace Skills, and Business
and Community Partnerships. They give priority consideration to programs and organizations in or near
communities where Alcoa plants or offices are located. Organizations interested in applying for a grant, should
contact the Alcoa facility nearest them. Local Foundation contacts in those communities will then make
recommendations to Alcoa Foundation for grant awards.

Eligibility: Only organizations classified as public charities and tax-exempt under Section 501(c)(3) of the
Internal Revenue Code (or the non-U.S. equivalent) are considered.

Uses:

e Conservation & Sustainability- Alcoa Foundation is looking for exemplary programs/projects that will
present new models with effective metrics, outcomes and impacts that will address urgent issues of global
concern.


http://www.mccune.org:81/foundation:Website,mccune,index
http://foundationcenter.org/grantmaker/rkmellon/index.html

e Developing Strong, Healthy, and Enduring Community-based Non-profits — supporting strategic
planning exercises, training in employee management, board strengthening programs or other
grants targeted at improving the overall well-being of non-governmental organizations.

e Encouraging Partnerships Among Community Organizations and Business — supporting, to name a
few, non-profits recruit corporate volunteers, regional working groups that brings government,
private sector and community groups together to discuss economic development, matching grants
to encourage other funders to participate.

Type of Funding: Grants

Amounts: $10,000 to $50,000.

Source: http://www.alcoa.com/global/en/community /info page/Foundation.asp
7. Ben and Jerry’s Foundation

Eligibility: Grants are made to not-for-profit, grassroots organizations throughout the United States
which facilitate progressive social change by addressing the underlying conditions of societal and
environmental problems.
Uses: The foundation entertains projects that address the following:

e lead to societal, institutional and/or environmental change;

e address the root causes of social or environmental problems; and

¢ lead to new ways of thinking and acting.
Type of Funding: Grants
Amounts: Awards are granted ranging from $1,001 - $15,000.

Source: http://www.benjerry.com/foundation/quidelines.html#areas-interest

8. Dominion Foundation
Dominion invests in organizations and programs that improve the quality of life in those communities in which
the company provides electricity or natural gas service, or has significant facilities and business interests.

Eligibility: contributions are primarily awarded to qualified 501(c)(3) organizations.

Uses: environmental stewardship and education; civic and community development to improve the
amenities that make a place livable while helping to create an environment for new business
development.

Type of Funding: Grants

Amounts: $1,000 to $15,000.

Source: hitp://www.dom.com/about/community/foundation/index.jsp

9. Geraldine R. Dodge Foundation
Dominion invests in organizations and programs that improve the quality of life in those communities in which
the company provides electricity or natural gas service, or has significant facilities and business interests.


http://www.alcoa.com/global/en/community/info_page/Foundation.asp
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Eligibility: contributions are primarily awarded to qualified 501(c)(3) organizations.

Uses: environmental stewardship and education; civic and community development to improve the
amenities that make a place livable while helping to create an environment for new business
development.

Type of Funding: Grants
Amounts: $1,000 to $15,000.

Source: http://www.dom.com/about /community /foundation/index.jsp

Corporations:
10. Constellation Energy Corporate Giving

They contribute funds to organizations whose missions are to serve the neediest through energy-related
financial assistance and conservation programs.

Eligibility: Constellation Energy will only consider one contribution request per year from organizations
classified as IRS 501 (c)(3) tax-exempt nonprofit, located in areas where the company has significant
business interests.

Uses: Energy conservation and weatherization initiatives
Type of Funding: Grants; In-kind donations consisting of material design and printing, video production

services, and hanging banners to advertise nonprofit organizations' fundraising events; Event
sponsorships.

Amounts: $5,000 to $15,000.

Source:
hitp://www.constellation.com/portal/site/constellation/menuvitem.531e0af410e79187 5fb6061002

516640/

11. Edison International Corporate Contributions
Edison supports nonprofit and/or non-governmental organizations along with accredited public and private
college /universities. To qualify for consideration, such organizations must strive to maintain or improve the
quality of life in the community and address specific community needs.

Eligibility: nonprofit and /or non-governmental organization

Uses: They support the work of organizations that educate and engage their communities in achieving a
healthy and sustainable environment.

Their environmental strategy focuses on three primary areas:

e Programs that protect and restore the habitats of endangered and threatened plants and
animals.

e Provide environmental education to various communities especially to youth and families.

e Address water quality and storm water management in ways that use electricity wisely.


http://www.constellation.com/portal/site/constellation/menuitem.531e0af410e791875fb60610025166a0/
http://www.constellation.com/portal/site/constellation/menuitem.531e0af410e791875fb60610025166a0/

Type of Funding: Cash grants; sponsorship; computer donation.

Amounts: There is not a published range, however, the website mentions that requests over $25,000
will take three months to review.

Source: http://www.edison.com/community /contribution_guidelines.asp



Appendix 7
Pennsylvania Statute 72 P.S. §8471 1: Improvement of Deteriorating Real Property or Areas Act (Act 42)
























Appendix 8
Wilkinsburg Borough Contract with Portnoff and Associates









Appendix 9
Further Discussion on Recommendations

Further Discussion

CDC Mission

For the execution of any reinvestment activity, an independent 501 (c) 3 community development
corporation (CDC) should be formed for the purpose of clearing titles, acquiring property, and re-
developing for sale and ultimately its return to Wilkinsburg’s tax rolls. The CDC should be cognizant of
the needs and concerns of the community, Borough Council, and School District. To this end, it is
imperative that a community planning process be undertaken before the CDC commences any large-scale
redevelopment.

CDC Governance Structure

Ideally, the CDC’s board should be comprised of Wilkinsburg community members and the larger
investment community. Other members can include individuals from resource agencies such as the
Pittsburgh Partnership for Neighborhood Development and the Community Design Center of Pittsburgh.
Board members should represent the diversity of the neighborhood and provide different community
perspectives. The Wilkinsburg CDC should have staff dedicated to both the strategic selection of
properties for reinvestment as well as any vacant property greening/cleaning activities throughout the
Borough. Funding for the CDC can come from, among other areas, the sources outlined in Appendix 1.

Strategic Partnerships

We recommend that the CDC follow East Liberty Development’s (ELDI) successful model of community
involvement and outreach. In addition, the CDC could consider coordination with ELDI on larger issues
surrounding the Penn Avenue corridor. Mon Valley Initiative’s model of site control and redevelopment,
and funding stream mix, should be emulated for the CDC’s redevelopment operations. Governance
should follow a hybrid of MVI and ELDI, as the social fabric of Wilkinsburg and the reinvestment
challenges it faces are both similar, but not identical.

Tax Compromise
A tax compromise is too unfriendly to a purchaser, very cumbersome to administer, and does not clear
the title. We feel that no more energy should be used pursuing tax compromise as a reinvestment tool.

Sheriffs Sale vs. Eminent Domain

As outlined in the findings, both forms of title clearing have unique advantages and disadvantages. We
stress that our recommendations are based on the most legally feasible solutions, and those most
attractive to expedient control, redevelopment and sale. These may not necessarily be the most
politically palatable to the taxing bodies — borough or school district — or the community. Our research
shows that eminent domain is the most effective way to gain control over vacant properties. Though
potentially more expensive than sheriff’s sale, it catches all liens, except federal, and it eliminates the risk
of undesirable purchasers keeping the CDC from procuring the property. However, there is a social
stigma surrounding this issue. We also note that federal liens carry through even in eminent domain. In
cases where such liens exist, it may be more feasible to clear the title via sheriff’s sale so that the federal
debt is satisfied. However, both tools should be at the borough’s disposal.

Subsequent to regaining control over liens within the Borough, either the District or the Borough should
follow practices similar to the Woodland Hills School District in the case of sheriff’s sale — that is, perform
due diligence on liened properties deemed reinvestment targets by the CDC, take them to sheriff’s sale,
and work closely with the CDC to ensure control does not go to a predator party in the process.



Portnoff and Associates

We recommend that Wilkinsburg revisit its contract with Portnoff and Associates (Appendix 7), and the
borough ordinance passed making the contract part of local regulation. Of particular concern are the
fees associated with a decision to take properties to sheriff’s sale.! Fees can be large, with the total cost
ranging from $2035 to $2200 per title-clearing transaction. The borough should re-examine the
contract to determine if it needs to be renegotiated, and act accordingly. Team discussions with
community members have revealed Portnoff has been very successful for the borough and the school
district.2 We advocate open dialogue with Portnoff regarding the lien-clearing contract.

Act 42 Tax Abatement

Our findings show that $19.2 million of property value must be generated to reduce taxes throughout the
borough. The magnitude of housing starts needed is very large — nearly the size of the first phase of
Pittsburgh’s Summerset at Frick Park. Such large development, if it were feasible, would overwhelm a
municipality 1/10™ Pittsburgh’s size.3 Therefore, it is both necessary and good practice to incentivize
current residents to invest in Wilkinsburg as well.

Passing Act 42 district ordinances at the borough and school district level should encourage Wilkinsburg
residents to invest in their community. These ordinances should provide the most aggressive exemption
schedule possible with the longest exemption reduction schedule possible. Therefore, per the ordinance,
we recommend:

e 10-year exemption period
e Maximum exemption amounts
O Full exemption on new construction, the state maximum on renovation
e Exemption reductions of 10% per year for the next 10 years, until the exemption amount reaches
zero in year 10

Community Development Block Grants

It is worth calling special attention to Community Development Block Grant (CDBG) money that the County
administers for Wilkinsburg, primarily since this funding stream is already being utilized within the
Borough. Wilkinsburg, like many municipalities within the County, utilizes its CDBG money for demolition.
It is clear that a need exists for such programming — many structures are unsafe, some to the point that
the Wilkinsburg Fire Department has marked structures it no longer will enter in the case of fire (Marla
Marcenko, November 13, 2007). However, CDBG can be used for more than demolition. We suggest
that Wilkinsburg ask to re-program some CDBG money in accordance with focused redevelopment
efforts undertaken by the CDC. Structural demolition may still occur, but there are a number of
infrastructure and redevelopment initiatives which will yield higher community benefits than the removal
of structures. Additionally, the CDC should work closely with Council and the County in determining which
structures should be demolished. A criteria list should be developed, based upon input from public safety
officials, the community, Council, and other stakeholders impacted by vacant structures.
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