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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION


DATE:		November 24, 2014

TO:	Marina Dimitrijevic, Chairwoman, Milwaukee County Board of Supervisors

FROM:	Teig Whaley-Smith, Economic Development Director, Department of Administrative Services

SUBJECT:	Requesting authorization for the County to declare the City Campus site surplus and  execute an Option to Purchase, and subsequently a Development Agreement, with Rick Wiegand for the City Campus site, located at 2711 W. Wells Street, 2805 W. Wells Street, and 763 N 28th Street, Milwaukee, Wisconsin and take other necessary actions to ensure the development moves forward.  

Summary

The Milwaukee County Board of Supervisors passed Resolution 14-483, requiring the DAS-Economic Development Division (“ED Division”) to meet with neighbors and local community groups active in the area of City Campus, along with the City of Milwaukee and Milwaukee Public Schools staff, to develop a plan for land use regarding City Campus and its surrounding neighborhood, and shall develop recommendations consistent with future development.  That process has resulted in a development proposal from Rick Wiegand, developer of the Ambassador Hotel.  The proposal would allow the County to reduce its expenditure on the demolition of City Campus from $3.8 Million to $2.5 Million and allow for the rehabilitation of the 2-story and 5-story buildings, consistent with the community vision.

Accompanying this report is a resolution and Option to Purchase, which the Economic Development Division is requesting approval of.  

I. The City Campus Site

As shown in Figures 1 and 2 below, the City Campus site currently includes three buildings (a 2-story historic storefront fronting 27th Street, an unoccupied 5-story office tower, and a 9-story former hospital structure) with a parking lot to the west.
[image: ][image: ]Figure 1: City Campus Site
Figure 2: Building Overview

II. Community Vision

[image: ]On July 29, 2014 approximately 75 residents and community stakeholders participated in a community visioning session hosted by Avenues West, a local community and business organization.  The full results are included in Exhibit A.  The consensus was that “Milwaukee County should allow for either rehabilitation of the five and two story, or future demolition and new construction/development. At this point, that would result in demolition of the nine story hospital addition in a way that completes the building enclosure of the five and two-story sections.” Figure 3: Residents establish Community Vision


III. Demolition Costs

The DAS – Architectural & Engineering department has prepared an initial demolition cost estimate of $3.6 Million (see attached Exhibit B).  The 2015 Budget includes $3.8 Million, which includes an increase to allow for contingency related to asbestos and other remediation costs that are still not fully known.

This $3.8 Million figure is for demolishing the entire site.  As noted above, the community vision is to allow for rehabilitation of both the 2-story and 5-story buildings.  Although the 5-story and 9-story building can be physically separated it would be costly to do so.  Consequently, if there was no development plan, the County would demolish the 9-story and 5-story building at a cost of $2.5 Million.

IV. Appraisal 

The ED Division commissioned an appraisal which is attached as Exhibit D.  Because of the demolition costs associated with the property, the property is valued at -$1.7 million.

V. Deal Structure

The transaction that is proposed is a sale of the property to Richard Wiegand for $272,000, which represents the outstanding debt on the property.  Wiegand would be responsible for the demolition of the 9-Story building and redeveloping the remainder of the site consistent with the Concept Plan attached as Exhibit C.  The County would deposit into an escrow account the estimated cost of demolishing the 5-story and 9-story building: $2.5 million.  Escrow funds must first be used to demolish the 9-story and then can be used for other structural, mechanical, access and exterior repairs.  Under no circumstances will cash be distributed to the developer.  The demolition costs would utilize 25% Disadvantaged Business Enterprises, and 5% of the total project costs will be with community organizations that provide workforce training for youth or low-income individuals.

Once redeveloped, the DHHS- Housing Division would lease 7,500 square feet of space at $12 a square foot triple net, which is similar to the cost the Housing Division is paying currently, and would be within a reasonable range for newly rehabbed space.

The exact terms of the transaction are included in the Option to Purchase which is attached to the Resolution.  

[bookmark: _GoBack]If the purchase is not completed by Wiegand, the County would proceed with demolishing the 9-story and 5-story building and then transfer the property to the Redevelopment Authority of the City of Milwaukee (RACM), which has the expertise in developing redevelopment strategies in similar neighborhoods.  RACM would pay the County 50% of proceeds from the resale which is expected to be minimal.  

VI. Background on Developer

Richard Wiegand is an active member of the Avenues West neighborhood, serving on the board of the local Business Improvement District.  Wiegand has been taking on Milwaukee projects since 1979.  His highest profile project has been the restoration of the Ambassador Hotel which is only a few blocks from City Campus and has become a true neighborhood asset.
[image: ][image: ]Figure 4: The Ambassador Hotel, Deco Café and Envoy restaurant are a striking example of Rick’s commitment to quality and community.

[image: ]


VII. Recommendation

It is recommended that the County sell the City Campus site to Richard Wiegand for $272,000, pursuant to the terms outlined in the Option to Purchase attached to the resolution.  

VIII. Fiscal Note

There is no fiscal impact for 2014 because during the due diligence period the County would continue to be entitled to income and be obligated to pay existing expenses for City Campus.  For 2015, the fiscal impact would be the net sales proceeds of $272,000, plus a cost savings of approximately $80,000 per year in operating expenses.







_____________________________
Teig Whaley-Smith
Economic Development Director, Department of Administrative Services

cc:	Chris Abele, County Executive
	Milwaukee County Board of Supervisors
	Paul Bargren, Corporation Counsel
Scott Manske, Comptroller
Jill Suurmeyer, Research Analyst
Shanin Brown, Committee Coordinator 
	Don Tyler, Director, Department of Administrative Services
	Kelly Bablitch, Chief of Staff, County Board of Supervisors
	Raisa Koltun, Director of Legislative Affairs, County Executive’s Office
	Julie Esch, Director of Operations, DAS

Exhibit A – Community Vision
Exhibit B – Demolition Costs 
Exhibit C – Concept Plan 
Exhibit D – Appraisal
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