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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION



DATE:		August 25, 2016

TO:	Sup. Theodore Lipscomb, Chairman, Milwaukee County Board of Supervisors

FROM:	James Tarantino, Economic Development Director, Department of Administrative Services

SUBJECT:	Requesting authorization for the County to amend the option to purchase for the CCC Building located at 1004 N 10th St., Milwaukee, Wisconsin with Heartland Housing, Inc. in partnership with St. Ben’s Community Meal Program and take other necessary actions to ensure the development moves forward. 
[bookmark: _GoBack]
Summary

Previously the Milwaukee County Board of Supervisors passed Resolution 14-841 which required the DAS-Economic Development Division (ED Division) to work with Heartland Housing, Inc. and the St. Ben’s Community Meal Program to develop a redevelopment strategy for the former Community Correctional Center Building (“CCC”).  The Board also passed Resolution 14-939, authorizing the County to sell the CCC to Heartland Housing, Inc. for $10,000 while also allocating $1,800,000 to provide funding for the redevelopment of the CCC or provide funding for the demolition of the CCC in a new capital improvement project.  The project would include a DBE goal of 25% and a residential hiring goal of 40%.
	
Heartland Housing and St. Ben’s have worked with Milwaukee County over the past 18 months to program the redeveloped space and Heartland Housing has worked diligently to secure financing to complete the project.  Heartland Housing has recently approached the County to consider an additional 12 month extension of the Option to Purchase term, currently limited to 12 months and two 6 month extension for a total of 24 months.  As sources of financing for this project have been secured and space programs have become better defined, Heartland Housing and St. Ben’s have made additional requests to modify the existing Option to Purchase, which are outlined in detail below.  As the original Option to Purchase was approved by the Milwaukee County Board of Supervisors, amendments such as those requested in the attached Resolution require County Board approval.




The CCC Site
[image: ][image: ]Currently the CCC Building site includes a vacant and secured 5-story structure that is physically connected to the Medical Examiner’s facility.Figure 2: Building from N 10th St
Figure 1: CCC Building Site 
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Figure 3: Redeveloped permanent supportive housing facility




Project Description

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.  

Through the redevelopment of the CCC site, Heartland Housing will partner with the St. Ben’s Community Meal Program to create permanent affordable housing units that are adjacent to the St. Ben’s facility at 1027 W. State St.  The project would also take an innovative approach to supportive housing through the co-location of the House of Correction’s Day Reporting Center.  The Day Reporting Center provides case management to help educate and train ex-offenders and aid in their transition back into the community after their release from a criminal justice facility.

The former CCC building was declared surplus in 2014 and it is anticipated to cost Milwaukee County $1.8 million to demolish the structure.  In the Board Resolutions referenced above, the County elected to devote this amount to the rehabilitation of the CCC to support the housing development, rather than to raze the structure.


Amendments to Option to Purchase Agreement

As efforts to secure financing and space planning of the supportive housing facility have advanced, the Developer has altered the development plans originally approved by the County Board.  They are as follows –

· Extension of Term – Developer has requested an additional 12 month extension to the Option to Purchase up to January 26, 2018.  Certain tax credit opportunities that will support this development require applications submitted early in 2017 which necessitate this extension.
· Redevelopment allocation – The original allocation was structured as a $1,800,000 contribution to an escrow account, however the Low Income Housing Tax Credit (LIHTC) financing that will support this project necessitates the allocation to be made as a grant contribution to Heartland Housing, Inc. or its affiliate.  These funds may still be disbursed with the same provisions of an escrow agreement but instead with a grant agreement that defines eligible expenses.  The current contribution to escrow would result in a reduction of the LIHTC eligible basis and in turn the income tax consequences.
· Development plans – The following changes have been identified in the plans for the facility and its construction.
· Corner of 10th and Highland – The original agreement proposed that Heartland Housing and St. Ben’s would lease the NW corner of the site from Milwaukee County on a 5 year term with up to 15 additional years for the use of parking to support the facility.  It would benefit the overall development if Heartland Housing is able to own this corner of the site rather than lease and would in turn preserve the County’s access and use of the corner site through a lease or easement, at no cost to the County.  The NW corner contains an overhang for the Medical Examiner’s office that is unused.  The Option would be amended to require a lease or easement that preserves the County’s access while including the corner site in the area to be sold as part of the CCC.
· Day Reporting Center Lease – The actual space to be occupied by the Day Reporting Center has increased from 5,000 square feet to approximately 6,500 square feet.  The Option would be amended to allocate up to 6,300 square feet for the Day Reporting Center at no additional cost to the County.
· Description of Property aka “Exhibit C” – Will be updated to the attached “Exhibit C” as this version provides greater detail than the original document.
· Targeted Firms - Expand the targeted firm participation to all targeted firms as recently approved by the County Board in File #15-783.  This legislation expanded the definition of targeted firms to include Disadvantaged Business Enterprises (DBE); Minority-Owned Enterprises (MBE); Woman-Owned Business Enterprises (WBE); Airport Concession Disadvantaged Business Enterprise (ACDBE) and Small Business Enterprise (SBE).

In addition to the requested modifications listed above, Milwaukee County will amend the Option to Purchase agreement to allow for the County’s right to audit the records of the Developer in relation to this Project.


Recommendation
It is recommended that the County restructure the terms of the Option to Purchase of the former CCC with Heartland Housing, Inc. in partnership with St. Ben’s Community Meal Program as set forth above and pursuant to the attached resolution and Option Amendment.





_____________________________
James Tarantino
Economic Development Director, Department of Administrative Services

Attachment:		Resolution
		Fiscal Note
		Amendment to Option to Purchase
		Exhibit C
		Original Option to Purchase
		
		

cc:	Chris Abele, County Executive
	Milwaukee County Board of Supervisors
	Colleen Foley, Interim Corporation Counsel
Scott Manske, Comptroller
Jerry Heer, Director of Audits
Steve Cady, Research and Policy Director, Office of the Comptroller
Shanin Brown, Committee Coordinator 
	Teig Whaley-Smith, 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
	Rick Norris, Director, Community Business Development Partners
	Michael Hafemann, Superintendent, House of Correction
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