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COUNTY OF MILWAUKEE

Interoffice Communication

DATE:

March 14, 2014
TO:

Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors



Supervisor Michael Mayo, Sr., Chairman, Transportation, Public Works and Transit Committee

FROM:

Brian Dranzik, Director, Department of Transportation
SUBJECT:

DEVELOPMENT STRATEGY FOR MKE REGIONAL BUSINESS PARK
POLICY

Informational Report
BACKGROUND
Milwaukee County acquired the former 440th Air Force Reserve Base through the federal base closure process in July 2010.  The site is 102 acres and originally contained 93 inventoried buildings.  Since its acquisition, General Mitchell International Airport (GMIA) has operated the property as a business park.  In 2012 the name of the property was changed to the MKE Regional Business Park (“Business Park”).  Although GMIA has had some success in marketing and operating the Business Park, the property continues to operate at a deficit.  
In fall 2013 the County retained a real estate development consultant – Jones, Lang, LaSalle (“JLL”) – to provide advice regarding real estate development strategies to further the marketing and development of the Business Park.  JLL produced a market analysis of revenue-producing commercial development and lease opportunities for the property as well as for marketing the property to potential tenants and developers.  The more general purpose of retaining JLL was for Airport Staff to determine whether there existed any marketing or development opportunities that had not previously been considered.

The MKE Regional Business Park

The Business Park is a relatively square-shaped site, approximately 102 acres in size and comprising 60 buildings totaling in excess of 400,000 square feet.  These figures exclude roadways and parking areas, support buildings, and utilities.  Building ages vary from the 1950s to the early 2000s.  There are approximately 23 acres of aircraft parking apron with direct runway access to the GMIA airfield.  The site has access via East College Avenue to the south and limited access via South Howell Avenue to the east.  There is also an extension of the property to the north along the Airport boundary that contains a fire suppression training area for the fire department.

Business Park Operations

Of the existing sixty (60) buildings on the site, thirteen (13) are leased to businesses, sixty-nine percent (69%) of which have some relationship with aeronautical operations.  Nineteen of the buildings are currently used for various airport-related operations.  Current tenants of the park are:
1. Skywest Airlines, Inc.

2. ACC Holdings

3. Tax AirFreight, Inc.

4. Hunger Task Force

5. CrossFit Fire Breathers

6. Custom Limo & Custom Limo Classic

7. Magic Carpet (Travel Agency)
8. HSS (Security offices)
The chart on the following page (Fig. 1) identifies the various buildings and their current uses.

Fig. 1
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Currently leased buildings are in red.
The remaining vacant buildings are suitable for various uses allowed under the current City of Milwaukee light industrial zoning (ILI) category which allows for a certain flexibility beyond just industrial facilities in future development pursuits - including commercial services, education and medical-oriented use.  Despite various marketing efforts, however, these buildings remain vacant and result in an ongoing operational shortfall.  This is also due, in part, to the current economy and poor visibility to major arterial streets within a campus-like setting with limited exposure to the surrounding neighborhood because of its former restricted use by a single tenant occupant, the U.S. Air Force Reserve.  
Fig. 2
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The JLL report concluded that there exists only limited demand for Class A office space in the GMIA submarket and an equally limited demand for office space in an industrial setting such as the Business Park.  The report also found limited demand for retail development because the Business Park has such limited frontage.  The opportunity for a hotel development is similarly remote due to the lack of frontage and the oversupply of hotel rooms in the area.  The report concluded, however, that the best prospects for increasing revenue at the Business Park lay in leasing additional vacant space and redevelopment of the site – such as industrial, intermodal, or cargo facilities.

Based on the foregoing market analysis, JLL advised that the County continue its effort to market the Property as a business park and attempt to attract a developer for 12.4 acres of the site.  See the shaded area on Fig. 3 and Fig. 4.

GMIA Action Following JLL Report

The JLL report concluded that the Business Park was unlikely to attract tenants seeking to rent office and cargo space because, in ways particular to those markets, both are depressed in the current economy.  Demand for air cargo, for example, is at historically low levels and expansion of that market is not expected for the foreseeable future.  There is also little demand for office space in the geographical area of the Business Park.  While warehousing activity coupled with an air cargo operation would be an ideal match, the Business Park is not only hindered by a depressed air cargo market but also the shortcomings of existing Business Park structures for such operations.  Finally, the weakness of the air cargo market is not likely to support new construction.  Similarly, retail and hotel development are difficult due to the Business Park’s lack of frontage and visibility on either Howell or College Avenues as well as the existing developments in the area.  The only viable recommendation made by the JLL report is the prospect of entering into an agreement with a developer for redevelopment of some of the land contained on the site.  The goal of such a strategy is to retain as much of the existing Business Park tenant base as possible while using a redevelopment agreement to close the current operating deficit and simultaneously continuing to market the Business Park to prospective tenants.  Accordingly, GMIA staff have pursued two strategies:  1) issuing an RFQ for a master developer for 12.4 acres of land at the site [the shaded area indicated on Fig. 3 and Fig. 4] and 2) retaining a consultant to advise the County and pursue aeronautically related firms with an interest in locating at or near GMIA (preferably at the Business Park).

The January 2014 RFQ

The County issued an RFQ on February 4, 2014 seeking a master developer for the Property to provide a coordinated and aesthetically designed development on the Property.  The RFQ anticipates a phased development plan of no more than three (3) years duration.  The County’s objective in issuing this RFQ is to identify qualified development firms to compete for long-term land leases for development of the Property.  (See location maps, Fig. 3 and Fig. 4.) 
Proposers may decide to make use of the twenty-two (22) existing buildings on the site and to assume the leases held by existing tenants or to demolish the buildings as part of their proposal.  Although the demolition of any buildings on the Property will be the responsibility of the Proposer, the removal of existing tenants would be the responsibility of the County.  Additional land held by private parties lies to the west of the Property that is the subject of this RFQ.  The Proposer may consider the acquisition of the privately held land as part of a development package.  Statements of Qualification are due April 24, 2014.  A Pre-Submittal Conference is planned for April 15, 2014.

Fig. 3
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Fig. 4
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The Consultant

GMIA has also entered into a contract with Explorer Solutions, LLC to:
a) Provide targeted information for developing a strategic positioning niche market for GMIA;

b) Making use of its international network of contacts and in-depth research to identify potential validated niche projects matching the strengths of GMIA and the Greater Milwaukee region;

c) Identify and present three niche projects, their objectives, assets, and added value activities to GMIA;

d) Perform an initial validation of the selected projects with aerospace, aviation, and defense industry leaders at state, local, national, and international levels; and

e) If the feedback and comments from the initial validation phase for the selected niche projects [described in d) above] do not produce positive results, Contractor shall proceed to validate additional choices.

Conclusion

As a result of the closure of the former 440th ARS, now known as Milwaukee County’s MKE Regional Business Park, Milwaukee County inherited 102 acres with 93 buildings.  GMIA’s plan for the Park was to pursue leases with various users through leasing of existing structures or development of vacant lands.  The JLL report confirms that this plan is still the most viable alternative for the best use of the Business Park.

Prepared by:  
Ted Torcivia, Airport Business Manager, Real Estate


Tim Karaskiewicz, Principal Assistant Corporation Counsel
Approved by:

_________________________________
____________________________________

Brian Dranzik, Director,


C. Barry Bateman

Department of Transportation


Airport Director
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217          Skywest Airlines, Inc.


102          ACC Holdings


208          ACC Holdings


114          ACC Holdings


117          Tax AirFreight


205          Hunger Task Force


206          CrossFit Fire Breathers


204          Custom Limo Classic


207          Magic Carpet-Custom Limo


203          HSS


225          Custom Limo


219          HSS





Howell Avenue








� Air cargo has not yet shown signs of significant improvement and industry predictions expect the continuation of this trend in relatively flat growth in air cargo Revenue per Ton Mile (RTM) to continue until 2023.  FAA Aerospace Forecast Fiscal Years 2013-2033 at 54-56.





