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COUNTY OF MILWAUKEE

INTEROFFICE COMMUNICATION

DATE:

May 2, 2016
TO:
Supervisor Theo Lipscomb, Chairman, County Board of Supervisors

FROM:
James Tarantino, Economic Development Director, Department of Administrative Services
SUBJECT:
Request to cancel a portion of the delinquent real property taxes on property contaminated by hazardous substances located at 7030 W. National Ave in West Allis (Tax Key Nos. 453-0272-000 and 453-0270-001).  
REQUEST 

Authorization to enter into an agreement with Mr. Ben Marjamaa d/b/a Expert Car Care Inc. for the cancellation of a portion of the delinquent real property taxes for the property at 7030 W. National Ave and its adjacent parking lot in West Allis, WI less a contribution of $115,000.  The buyer, Mr. Ben Marjamaa is the owner and operator of the business known as Expert Car Care, Inc. and intends to locate his business at the property pursuant to an agreement with the previous owner and the cancellation of a portion of the tax debt in accordance with Wis. Stats. § 75.105(2).
BACKGROUND 

PROPERTY DESCRIPTION AND BUSINESS PLAN

The property at 7030 W. National Ave, West Allis, Milwaukee County, Wisconsin, and its adjacent parking lot is owned by Expert Realty & Investment LLC and is eligible for foreclosure due to unpaid property taxes dating back to 2008.  Though currently unoccupied, the property contains an automobile repair facility that began operations as Knippel-Selig Co. Auto Sales in 1946.  As such, the property is known to be environmentally contaminated.  
Expert Realty & Investment LLC has been unable to pay property taxes nor maintain the building to standards acceptable to the City of West Allis and as such the City may issue a raze order on the structure.  The City may perform this demolition in 2016 if no plans materialize for the redevelopment of the property.

Mr. Ben Marjamaa is the owner and operator of Expert Care Care which is currently located at 6803 W. National Ave in West Allis.  His company currently employs 6 full-time service technicians and is projected to hire at least 3 new full-time employees in 2016.  Mr. Marjamaa currently leases his building at 6803 W. National and is seeking to purchase the property at 7030 W. National to expand his auto repair business.  Mr. Marjamaa has an agreement with Expert Realty & Investment LLC to purchase the property, but this transaction requires the cancellation of all or a portion of the delinquent property tax debt owed to Milwaukee County.  Mr. Marjamaa has offered a contribution of $115,000 to account for a portion of the property taxes owed by Expert Realty & Investment LLC.  Mr. Marjamaa’s offer would be structured in the following manner – 
1. $75,000.00 cash at closing, and

2. $40,000.00 in the form of a Mortgage Note and mortgage payable to the County over a 5 year term at the current annual short term rate, subordinate to the first mortgagee.

In addition to these payments, Mr. Marjamaa will assume the net 2015 real estate taxes if penalties and interest are waived in order to bring the property current on taxes.

ENVIRONMENTAL ISSUES

In 2014, the City of West Allis hired AECOM Technical Services, Inc. to conduct a Phase 1 and 2 Environmental Site Assessment for the property.  This Assessment was conducted at cost to the City and determined the extent of PCB impacts on the site.  This work included sampling of temporary wells and soil probes which confirmed the presence of PCB contamination.
Wis. Stats. § 75.105(2) authorizes Milwaukee County to cancel, if desired, all or a portion of the unpaid real property taxes if all of the following conditions are met:

A. The property is contaminated by a hazardous substance.

B. An environmental assessment has been conducted which concludes that the property is contaminated by the discharge of a hazardous substance.

C. The owner of the property or another person agrees to clean up the property by restoring the environment to the extent practicable and minimizing the harmful effects from a discharge of a hazardous substance in accordance with rules that the Department of Natural Resources promulgates.

D. The owner of the property or another person presents to the county an agreement antered into with the department to investigate and cleanup the property.

E. The owner of the property agrees to maintain and monitor the property as required under rules that the Department of Natural Resources promulgates and under any contract enteres into under those rules.

The Phase 1 and Phase 2 analysis conducted by AECOM satisfies A and B above, and in June 2015, Expert Car Care, Inc. entered into an Agreement with the Wisconsin Department of Natural Resources to investigate and clean up the property pursuant to C through E above.  That Agreement is attached to this Report.
OFFER TO PURCHASE

The property and adjacent parking lot have been tax delinquent since 2008 and as of January 2016 carried an outstanding principle balance of $108,424 and $7,282 respectively.  Including the outstanding interest and fees, the total tax balance due for both taxkeys is $195,926.  Despite this sum, the Milwaukee County Treasurer’s Office has declined to foreclose on the property because of its known status as a brownfield.  The City of West Allis has encouraged Mr. Ben Marjamaa to approach the County’s Economic Development Division about the possibility of forgiving a portion of the back taxes less his contribution to Milwaukee County of $115,000.  
Because of the blighting influence of the property to the City of West Allis, the County’s desire to see the property back on the tax rolls in a meaningful way, the potential for job creation, the potential to recoup a portion of the property tax debt on the property, and the statutory provision permitting the County to assign its right to cancel property tax debt on brownfield properties under certain circumstances thereby avoiding entering the chain of title, accepting Mr. Marjamaa’s offer to purchase is the most viable option for redevelopment of this property to occur.
RECOMMENDATION 

The Department of Administrative Services – Economic Development Division recommends that the County cancel a portion of the property tax debt for the tax delinquent properties known as 7030 W. National Ave in West Allis (Tax Key Nos. 453-0272-000 and 453-0270-001) contingent upon a successful closing of the sale of the property from Expert Car Care Inc. to Mr. Ben Marjamaa d/b/a Expert Car Care Inc.  in accordance with the provisions of s. 75.105, Wis.Stats. 
_____________________________

James Tarantino
Economic Development Director

Attachments:
 Offer Letter - Marjamaa

“Attachments” PDF contains – 

 Warranty Deed

 Property Map and Parcel Report


 Phase 2 Environmental Assessment

 Environmental Remediation Agreement

cc: 
Chris Abele, County Executive

Economic and Community Development Committee Members


Finance, Personnel and Audit Committee Members


Teig Whaley-Smith, Director, Department of Administrative Services


Kelly Bablitch, Chief of Staff, County Board of Supervisors


Julie Esch, Director of Operations, Department of Administrative Services

Raisa Koltun, Director of Legislative Affairs, Office of the County Executive


Stephen Cady, Research & Policy Director, Comptroller’s Office


Katarina Lucas, Research Analyst, Comptroller’s Office


David Cullen, County Treasurer
