File No. _______________
(ITEM __) From the Director of Economic Development requesting the approval to dissolve the existing development agreement of the remaining 0.872-acre of Block 26 (aka Block One) in the Park East Corridor, located between North Jefferson, North Milwaukee and East Lyon Streets and East Ogden Avenue in the City of Milwaukee, east of the Milwaukee River, by recommending adoption of the following:

A RESOLUTION

WHEREAS, Park East Square, LLC (“Initial Developer”) closed on the purchase of Block 26 in December 2007; and

WHEREAS, as part of closing, the County was paid $2,725,000 as the purchase price and Initial Developer entered into a development agreement with the County as a commitment to implement the proposed development; and

WHEREAS, due to the economic and financial recession post-closing, the development agreement was modified by six amendments and further by a subsequent agreement to implement development (collectively, the “Initial Development Agreement”); and

WHEREAS, the Initial Developer forfeited its $50,000 Letter of Credit to the County for failure to commence the project; and

WHEREAS, under the Initial Development Agreement, Block 26 was separated into three distinct components: Phase 1, Phase 2 and Phase 3; and

WHEREAS, Initial Developer entered into a partnership with a local real estate development firm, Park East Two, LLC et al. (“New Developer”) with the experience to move the project forward; and

WHEREAS, Phase 1, commonly known as the Avenir project, was certified as substantially complete on April 27, 2016 with 104 residential units and 14,600 square feet of retail space; and

WHEREAS, Phase 1 was subsequently released from the Initial Development Agreement and sold to a third party (“Phase 1 Owner”); and
WHEREAS, construction of Phases 2 and 3 of the Avenir project has not commenced; however, the development has been designed to accommodate 82 and 63 residential units, respectively, and to be architecturally homogenous with Phase 1; and

WHEREAS, Initial Developer and New Developer desire to convey their respective interests in the Phase 2 and Phase 3 lands of Block 26 (the “Property”) to the Phase 1 Owner to complete development of the project; and
WHEREAS, due to the number of changes occurring under the Initial Development Agreement, the parties recognize certain ambiguities that require reconciliation preparatory to the sale of the Property; and

WHEREAS, the parties desire to terminate the Initial Development Agreement with regard to Phase 2 and Phase 3 and enter into a new development agreement for said phases with the Phase 1 Owner (“New Development Agreement”); and
WHEREAS, the Initial Developer and New Developer recognize that because of project delays the County incurred losses to property tax revenue and expenses related to fees for, but not limited to, staff time and employment of private legal counsel; and

WHEREAS, the Initial Developer and New Developer shall contribute $100,000.00 to the County for said losses and expenses; and

WHEREAS, County staff, Corporation Counsel and private legal counsel, enlisted by Corporation Counsel, has worked with the developers to establish terms and conditions of the New Development Agreement. As context for the Board, the summary of the New Development Agreement is as follows:
1. Construction of Phase 2 and Phase 3 shall be substantially similar to plans previously approved, excepting modifications to comply with current building codes, and construction shall be in conformity with the Construction Schedule outlined for the applicable phases, as follows:
PHASE 2

Project Commencement Date: 


4/1/2020
-
Commencement of Excavation

Excavation Completion Date: 


10/1/2020
-
Completion of Excavation and 

Commencement of Construction
  

Project Completion Date:



4/1/2022 

-
Completion of Construction 

Total: 24 months

PHASE 3

Project Commencement Date: 


10/1/2020
-
Commencement of Excavation

Excavation Completion Date: 


4/1/2021
-
Completion of Excavation and 

Commencement of Construction
  

Project Completion Date:



11/15/2022  

-
Completion of Construction

Total: 25.5 months

2. A $250,000.00 Letter of Credit shall serve as full security for the complete performance of all obligations, agreements and covenants promised.
3. Due to changes in law, the Prevailing Wage requirement is removed.
4. Except as provided above, the terms and conditions of the New Development Agreement would be substantially the same as the terms and conditions of the Initial Development Agreement; and 

WHEREAS, Phase 1 Owner has developed and operated more than two hundred multifamily residential projects in twenty markets across the western and mid-western US and Canada; and

WHEREAS, the successful completion of Phase 2 and Phase 3 for Block 26 will lead to increased jobs, tax base and be a catalyst for further development in and in proximity to the Park East Corridor; and

WHEREAS, the Committee on Economic and Community Development, at its meeting on October 28, 2019, recommended approval of the dissolution; now, therefore,

BE IT RESOLVED, the County Executive and the County Clerk are hereby authorized to dissolve the Initial Development Agreement as it relates to Phase 2 and Phase 3 of Block 26 in the Park East Corridor.
