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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 execute an Option to Purchase from and enter into a Development Agreement with Heartland Housing, Inc., in partnership with St. Ben’s Community Meal Program, for CCC Building, located at 1004 N 10th St., Milwaukee, Wisconsin and take other necessary actions to ensure the development moves forward.  

Summary

The Milwaukee County Board of Supervisors passed resolution 14-841 which required the DAS-Economic Development Division (ED Division) to work with St. Ben’s to develop a redevelopment strategy for the CCC Building.  That process has resulted in a development proposal from Heartland Housing, Inc., in partnership with St. Ben’s.  The proposal would allow the County to avoid $1.8 Million in demolition costs; and instead contribute that sum to a supportive housing development project to support the work of the House of Corrections and the Housing Division.  The project would include 50-60 affordable housing units, together with supportive services and the House of Corrections’ Day Reporting Center relocate to the property. 

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

I. The CCC Site.
[image: ]
Currently the CCC Building site includes a 5-story structure.
[image: ]Figure 2: Building Overview
Figure 1: CCC Building Site Site




II. Research Based Model



In the last decade the County has supported over 400 supportive housing units.  The combination of quality housing with quality supportive services has yielded dramatic results.  For example the employment or educational status of participants with housing increased by 52.9%, whereas those with only services and no housing only increased by 35.6%. 

III. Demolition Costs

The DAS – Architectural & Engineering department has prepared an initial demolition cost estimate of $1.8 Million (see attached Exhibit A).  

IV. Appraisal 

The ED Division commissioned an appraisal which is attached as Exhibit B.  Because of the demolition costs associated with the property, the property is valued at $750,000 less demolition costs of $1.8 Million.

V. Deal Structure

The transaction that is proposed is a sale of the property to Heartland Housing, Inc. for $10,000.  Heartland Housing is be responsible for the redeveloping of the site consistent with the Concept Plan attached as Exhibit C.  The County would deposit into an Escrow Fund the estimated cost of demolishing the property which is $1.8 million.  Escrow funds must be used to redevelop the property.  Under no circumstances will cash be distributed to the developer.  The project would include a DBE goal of 25% and a residential hiring goal of 40%.

Once redeveloped, the House of Corrections Day Reporting Center would lease 5,000 square feet of space at $15 a square foot modified triple net, which is less than the center 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.  

If the Option is not exercised, the $1.8 million allocation for the project would be used towards demolition.

VI. Background on Developer

Heartland Housing is a 501(c)(3) that develops and manages sustainable, innovative and high-quality affordable housing.  Heartland specializes in identifying emerging housing needs and meets them with life-changing opportunities for residents.  Heartland manages 850 units of housing throughout the region, including over 100 units in Milwaukee.  Key to Heartland’s approach is partnering with residents and other stakeholders to develop a comprehensive approach to housing, community and services.  Heartland successfully partnered with St. Ben’s to build Capuchin Apartments on Milwaukee’s northside.  
[image: ][image: ]
VII. Recommendation

It is recommended that the County sell the CCC Building to Heartland Housing, Inc. for $10,000, pursuant to the terms outlined in the Option to Purchase attached to the resolution.  

VIII. Fiscal Note

[bookmark: _GoBack]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 CCC Building.  For 2015, the fiscal impact would be the net sales proceeds of $10,000, 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 – Demolition Costs 
Exhibit B – Appraisal 
Exhibit C – Concept Plan


Figure 3: Employment/Education Status Change - Based on Intake Date
With Housing	
Intake	6 Month Follow Up	0.11799999999999999	0.52900000000000003	Without	
Intake	6 Month Follow Up	0.153	0.35599999999999998	
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