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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION


DATE:		January 15, 2016

TO:	Supervisor Steve Taylor, Chair, Economic & Community Development Committee

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

SUBJECT:	Downtown Transit Center – Couture Update


REQUEST 
There is no request at this time; this report is for informational purposes only.

BACKGROUND 
[bookmark: _GoBack]Milwaukee County has granted an Option to Purchase to Barrett Visionary Development LLC for the purpose of acquiring the Downtown Transit Center property at 909 E. Michigan St., demolishing the current structure on the Property, and constructing a high rise mixed-use project known as The Couture.  

The following is a brief history of Milwaukee County and Barrett Visionary Development’s efforts to complete the purchase and redevelopment of the Downtown Transit Center.  This project is an historic and precedent setting development, and as such there are many contingencies to work through.

· May 2012 - Milwaukee County resolution declared property surplus.
· May 2012 - Milwaukee County contacted the Federal Transit Administration (FTA) to gain approval for the redevelopment strategy.  When considering the disposition of an FTA funded asset, the FTA has several options. The relevant options are summarized as follows:
· Replacement Property. Pursuant to FTA Circular 5010.1D Chapter IV, Section 2(j)(2)(b) the FTA may permit the disposition of real property for replacement real property.  This option was not initially considered because the first concept plan of the Couture did not include a replacement transit facility.
· Sell and Reimburse the FTA. Pursuant to FTA Circular 5010.1D Chapter IV, Section 2(j)(2)(c)(1) the FTA may permit the disposition of real property if the greater of its share of the fair market value of the property or the depreciated value. This option was not considered because the expected depreciation value was greater than what price was attainable. Furthermore, it would not have allowed Milwaukee County to invest in another transit project.
· Sell and Use Proceeds for Other Capital Projects. Pursuant to FTA Circular 5010.1D Chapter IV, Section 2(j)(2)(c)(3) the FTA may permit the disposition of real property if the proceeds are used to reduce the gross project cost of another eligible capital project. This was the option first selected by the County in 2012, but no transit project was identified at the time.


· October 2012 - FTA responds to Milwaukee County’s request and provides intermediate approval that allows disposition of the property and application of the proceeds to another capital project.  Applying the proceeds of sale is equivalent to triggering the repayment of “federal interest”.  FTA approved a federal interest of $8.9 million.
· August 2014 - Couture project design is updated to incorporate a significant transit plaza that can accommodate MCTS transit access, the City of Milwaukee streetcar, Bublr bikeshare, and pedestrian connections to the lakefront.
· November 2014 - City of Milwaukee Tax Incremental Financing approved.
· Summary of Tax Incremental Financing Project Plan - Tax Incremental Financing District No. 82 (TID) was created in part to fund design and construction of a Public Infrastructure Project in an amount not to exceed $17,500,000.  This contribution is to be used for nonrevenue generating public components of The Couture.
· Streetcar Segments - Funding for construction of two segments of the Milwaukee Streetcar initial and lakefront lines, and associated public improvements and infrastructure, within a one half-mile radius of the District boundary.
· Public Improvements Associated with The Couture - Funding was allocated to reimburse the developer of The Couture for construction of non-revenue generating public improvements, infrastructure, and publicly accessible amenities associated with The Couture. Such improvements include the following components:
· Public Transportation Concourse, connecting the public to bus and rail transit, public walkways, parking, bike share, and street side pickup;
· Visitor Walkways, directing visitors to area retail, downtown businesses, public transportation, nearby attractions, and public lakefront pathways;
· Public Area Core/Common Space/Pedestrian and Bike Amenities, including handicap accessible points to elevators, public parking, and public/private transit;
· Public Pedestrian Visitor Plaza, a welcoming public space for visitors;
· Publicly Accessible Plazas and Natural Indoor/Outdoor Spaces, a public natural surface and aesthetic environment for downtown office employees, residents, and tourists; and
· Public Access Stairs to Walkways, providing capacity for moving the public through the intermodal transit hub.
· Street Repaving - Repaving of North Astor Street from East Kilbourn Avenue to East State Street, within a one-half mile radius of the District boundary.

Table: TID Project Costs for Capital Elements

	Segments of the Streetcar Lines 
	$31,000,000

	Street Repaving
	$150,000

	
	

	Couture Public Amenities
	

	Public Transportation Concourse 
	$6,000,000

	Visitor Walkways 
	$3,100,000

	Public Area Core/Common Space/Pedestrian & Bike Amenities 
	$3,000,000

	Public Pedestrian Visitor Plaza 
	$2,200,000

	Publicly Accessible Plazas and Natural Indoor/Outdoor Spaces 
	$2,000,000

	Public Access Stairs to Walkways 
	$1,200,000

	Subtotal Couture Public Amenities 
	$17,500,000

	Total Capital Costs
	$48,650,000

	Other: Administrative, professional, organizational and legal 
	$500,000

	Financing: Interest payment on municipal bonds
	$23,700,000


Source: City of Milwaukee, Barrett Visionary Development.  Interest is based on an assumed City cost of funds of 4.75% on bonds issued in 2017, 2018 and 2019, and retired by the 19th year of the TID.

· December 2014 - Option to Purchase Agreement signed by BVD and Milwaukee County.  Option is for 18 months after a marketable title commitment is received by buyer.  Marketable title at this point is anticipated to require a court declaration.  
· February 2015 - City of Milwaukee streetcar approved.
· February 2015 - Milwaukee County and the City of Milwaukee file a lawsuit seeking declaratory judgement of a suit threatened to be brought by Preserve Our Parks.  Due to the threat of litigation, no title insurance company at the time was willing to issue title insurance on the Property, thus making it impossible for any redevelopment to occur, until the issue presented by this case is resolved.
· July 2015 - Preserve our Parks case decided, allowing The Couture project to proceed.
· Summary of Declaratory Judgement - The judgement stated that the state Legislature established the boundary of land protected by the Public Trust doctrine which negated any debate over the actual historic shoreline.  The second issue decided in the judgement was whether allowing the development would hurt public access and interest in Lake Michigan.  No evidence was presented to prove that it will, and in fact it was noted that The Couture’s public spaces provide enhanced quality and opportunity for access to the lake. November 2015 – Milwaukee County contacts FTA to seek approval for the re-deployment of federal interest in the current Couture project.  Essentially, the County is seeking the determination of the transit elements of the updated Couture as an FTA-eligible capital project.
· January 2016 – Certified survey work is underway to create legally defined parcels in the lakefront area, in part to accommodate the Lakefront Gateway project but also The Couture.  An update to the appraisal, which is required by the FTA, is also currently underway.


RECOMMENDATION 
There is no recommendation at this time; this report is for informational purposes only.  



_____________________________
James Tarantino
Economic Development Director, Department of Administrative Services
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