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COUNTY OF MILWAUKEE
INTER-OFFICE COMMUNICATION



DATE:		July 8, 2014

TO:		Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors

FROM:	Teig Whaley-Smith, Economic Development Director, Department of Administrative Services

SUBJECT: 	Informational Report regarding the O’Donnell Parking Structure and the related land located at 929-31 E. Michigan Avenue and the benefits of declaring the property surplus and negotiating with Northwestern Mutual Life Insurance Company for the purchase of such property.

Summary

Northwestern Mutual Life Insurance Company (NM) is interested in purchasing the O’Donnell parking garage as part of the development of its corporate headquarters complex, including its $450,000,000 investment in new construction.  Milwaukee County, as well as other local governments, could benefit financially from selling the garage, and the public could benefit as well from continued access to public parking, access to the plaza and from expected increases in maintenance and investment by NM over levels that could be expected from the County.

The financial benefits of selling the garage are relatively straightforward.  NM has offered to purchase the garage for the appraised value of $14,000,000, less $1,300,000 for known repairs needed for the garage’s roof.  The County still owes approximately $7,100,000 on the facility.  Interest costs and service costs related to retiring the debt are estimated to be $600,000.  Consequently, the County would net approximately $5,000,000 from the sale.  The net proceeds from the sale would be placed in a Milwaukee County Parks Stabilization Fund.[footnoteRef:1] [1:  According to the Comptroller’s Office, these funds would need to be invested in yield restricted securities in accordance with U.S. Treasury rules.  ] 


The sale would place the parking garage on the property tax rolls, which means that not only the County but also other local taxing authorities including the City of Milwaukee and the Milwaukee Area Technical College would benefit over time from the increased tax base.

The financial benefits of continuing to own, manage and maintain the garage are more complex to calculate, since they require projecting the timing and extent of future revenues and expenses.  The County Comptroller estimated those flows of funds over the next 40 years and calculates that the net present value of continued County ownership is roughly a negative $1,600,000 in today’s dollars, compared to a positive $5,000,000 that the County could realize from selling the garage. 

This is an informational report, and no action is requested at this time.  The remainder of the report provides additional background on the proposal from NM, the financial analysis, and other related issues.

I. Improvements to Park

In addition to adding $5 Million to the Milwaukee County Parks Stabilization Fund, selling O’Donnell will also result in improvements to O’Donnell Park itself and create a better park environment for the public.  NM is proposing to immediately address the structural, deferred maintenance and other issues identified by both the County’s and NM’s engineering reports; and the installation of enhanced lighting for aesthetic and safety purposes.[footnoteRef:2]  This investment is expected to exceed $6 Million.[footnoteRef:3]  Long term, NM is proposing to study other ways to improve the facility including activating green spaces, modernizing parking equipment, and adding zipcars and bike share options.  These upgrades will all be at no additional cost to the County but will greatly benefit all the people who visit our Lakefront. [2:  See NM Presentation at Exhibit C.]  [3:  See supra Section VI(b).] 


II. NM Employment and Investment Impact

The sale of the O’Donnell Parking structure supports the $450,000,000 global headquarters being built by NM adjacent to the O’Donnell Parking Structure.  The NM Headquarters will:
· Retain 1,100 jobs
· Provide for a future 1,900 jobs
· Establish a goal of using local small business enterprises for 25% of construction costs
· Utilize Milwaukee residents for 40% of construction labor.

III. Sale Meets the Objectives of the Approved Long-Range Plan for the Lakefront 

In 2011 the Milwaukee County Board established the Long-Range Lakefront Planning Committee, comprised of officials from Milwaukee County and the City of Milwaukee, as well as representatives from the various lakefront attractions and the business community (File 11-154).  Later in 2011, the Milwaukee County Board adopted the Long-Range Lakefront Planning Committee’s Report (“Lakefront Plan”), including the goal of continuing the O’Donnell Parking Structure “in its current function in the short-term, while considering redevelopment options long-term.”  The Lakefront Plan is attached as Exhibit A.  The Lakefront Plan indicates a desire for the O’Donnell Parking Structure to have increased maintenance and increased security and to create an inviting area for Downtown Milwaukee.  

Since the Lakefront Plan was adopted, NM has announced plans to invest $450 Million in a new corporate headquarters adjacent to the O’Donnell Parking Structure.  NM has expressed an interest in owning and maintaining the O’Donnell Parking Structure, making improvements to the structure, and creating an inviting area for Downtown Milwaukee as envisioned in the Lakefront Plan.  

As outlined in the accompanying Purchase Agreement attached as Exhibit B, NM would purchase the garage for the appraised value of $14,000,000, less a credit for known repair issues of $1,300,000.  NM would then assume all rights and responsibilities of ownership, including operating the parking garage and maintaining the structure and plaza.  Under this agreement, NM would also agree to preserve public parking on evening and weekends, together with 200 weekday spaces.  The property continues to be subject to use as a park through zoning requirements, which would require a 3/4 vote of the City Council to change.  Further details regarding NM’s plans for the property can be found in Exhibit C.


IV. The Current Operation and Future under County Ownership

The O’Donnell Parking Structure was completed in 1993 and includes 1,332 stalls.[footnoteRef:4]  The garage has a remaining useful life through 2035.[footnoteRef:5]  There is currently approximately $7,100,000 of debt on the property,[footnoteRef:6] and approximately $600,000 of interest and service costs if the property is sold.  At present, the County faces a significant liability of $1.3 Million to fix existing issues on the property and can expect a far greater liability once the garage has exceeded its useful life and needs to be rebuilt.  Final estimates of reconstruction cost are not yet available, but could be as much as $58 Million.   [4:  Summary Appraisal Report: O’Donnell Park Facility, prepared by the Nicolson Group July 30, 2013, amended on June 26, 2014.  Id. at 25, 40.  Attached as Exhibit D.]  [5:  Inspec Report, prepared by Inspec February 22, 2011.  Attached as Exhibit E.]  [6:  Email from Comptroller’s office dated May 9, 2014 indicates principal owed of $6,854,806.  Email from Comptroller’s office dated June 30, 2014 indicates equipment payoff of $244,396.  The combined total is $7,099,202.  Attached as Exhibit F] 


a. Current Operations

The garage is operated by the Milwaukee County Parks Department. Although the garage has generated income for the County, this income is greatly reduced by the cost of operating the garage and the debt service related to the garage.  In 2010 and 2011 the garage was under reconstruction and consequently not in operation for a full year of parking.  Omitting these reconstruction years, the last three years of operations yielded the following results listed in Table 1.[footnoteRef:7] [7:  Provided by Comptroller based on Income and Expense Numbers provided by Milwaukee County Parks.] 




Table 1:  O’Donnell Revenue, Expenses and Debt: 2008, 2009, 2012
	
	2008
	2009
	2012

	Revenue
	$1,826,746
	$2,166,288
	$2,047,518

	Expenses
	($510,798.60)
	($481,985.40)
	($713,026)

	Debt Service
	    ($258,249.00)
	   ($251,088.00)
	   ($631,635.00)

	Total
	   1,057,698.40 
	 1,433,214.60 
	    988,067.40 




b. Future County Operations 

These numbers do not, however, reflect needed capital repairs, nor the potential cost of rebuilding the garage after its useful life.  Taking these into account, the financial outlook for the next three years are projected in Table 2:[footnoteRef:8] [8:  Provided by Comptroller based on Income and Expense Numbers provided by Milwaukee County Parks.  New debt numbers are an amortization of the $1.3 Million of expenses identified by the Graef Report, see supra Section VI(a).] 


Table 2: O’Donnell Revenue, Expenses and Debt Projections: 2015, 2016, 2017

	
	2015
	2016
	2017

	Revenue
	$2,052,850 
	$2,099,840 
	$2,148,430 

	Expenses
	($689,350)
	($703,140)
	($717,200)

	New Debt Service
	($168,356)
	($168,356)
	($168,356)

	Old Debt Service
	($832,153)
	($862,004)
	($842,181)

	Total
	$362,991 
	$366,340 
	$119,693 



Looking ahead to the end of the garage’s useful life, expected to be in 2035, the County will be faced with a material investment to rebuild or replace the garage.  The initial estimated cost is $58,000,000.


c. Net Present Value of County Ownership

If the County continues to operate the O’Donnell garage, it will need to budget for ongoing and major maintenance, as well as the rebuilding or replacing of the facility at the end of its useful life.  The typical way to estimate these uneven revenues and expenses is to translate them into a Net Present Value.  As illustrated by Table 3,[footnoteRef:9] the Comptroller has calculated that these future revenues and expenses, including the short-term roofing membrane as well as long-term replacement, are worth a negative $1,606,252.  This is compared to the Net Present Value of the County Sale of a positive $5,000,000. [9:  Provided by Comptroller.] 



Table 3:  Comparison of Net Present Value: Sale vs. Ownership 

	
	
	

	
	
	Net Present Value

	County Sale
	 2014 

	Sale Price
	$               14,000,000 

	Offset for Repair
	                   1,300,000 

	Net Income
	                12,700,000 

	Debt Payoff & Expense
	                   7,700,000 

	Net Funds
	$                 5,000,000 

	
	
	

	
	
	Net Present Value

	County Ownership
	2014 - 2055

	Revenue
	
	 $             49,724,679 

	Expenses
	
	              (15,859,897)

	Old Debt
	
	                (6,911,346)

	New Debt
	              (28,559,688)

	
	
	 $             (1,606,252)




d. A Note on the Parks Department Operations

The County Parks Department today operates the O’Donnell Garage as part of its eastern operations unit.  It collects the revenue generated by the garage and pays for the operating costs, but it is not responsible for paying the debt service on the parking structure.  Thus the Parks Department effectively receives a subsidy from the County in the amount of the debt service expense, currently about $832,000 per year.[footnoteRef:10]   [10:  See supra Table 2.] 


Some of the costs currently allocated to the O’Donnell Garage are related to other parks in the downtown region, which will have to be continued if the O’Donnell Park is sold.  The Parks Department Cost to Continue is attached as Exhibit P.  


e. The Impact of a Sale of the O’Donnell Parking Garage

If the property is sold, the County no longer has debt payments, nor the income or expenses from the property.  As currently envisioned, the County would net approximately $5,000,000 from the sale of the property. The County, as well as other local municipalities including the City of Milwaukee and MATC, would also gain property tax revenue from the property.  These estimates obviously depend of the estimated current value of the property, discussed in more detail in this section, as well as the repairs needed on the facility and the structure of the transaction. 


V. Appraised Value of the O’Donnell Garage

The Appraisal is attached as Exhibit D.  Although several methods of setting the value of the garage were evaluated, the appraiser used the Net Income approach to determine a value of $14,000,000 less the known repairs of $1,300,000, for a total value of $12,700,000.

a. Net Income Approach

There are three methods that an appraiser may use to determine value:  Cost, Sales Comparison and Income Capitalization.[footnoteRef:11]  The Sales Comparison approach was considered but ultimately not used because “a market search revealed no recent sales of truly comparable properties.”[footnoteRef:12]  The Cost approach was also considered but ultimately not used because the property “has an actual age of 20- to 24-years, and in our opinion, the Cost Approach is not one that the most probable buyer would use in determining an appropriate acquisition price ….”[footnoteRef:13] [11:  Appraisal p 5.]  [12:  Id.]  [13:  Id.] 


Ultimately, based on the “strength of the Income Capitalization Approach,” the Appraiser used actual and projected income numbers to determine value.[footnoteRef:14]  When creating the projections, the Appraiser used higher income numbers than the property has actually yielded.  This was done based on a review of other parking garages and a determination that O’Donnell could perhaps yield more income than it is generating currently.  For example, the actual 2012 revenues for the property were $1,600,167,[footnoteRef:15] but the appraiser projected income of annual income of $2,047,518.[footnoteRef:16]  A similar projection was done for expenses where the actual expenses for 2012 were $713,026 and the appraiser projected expenses of $508,000, plus $419,000 of real estate taxes.[footnoteRef:17]  Together, these income and expense projections would yield an annual net income of $1,120,518.  When this amount is divided by a cap rate of 8%, a total value of $14,006,476 is established.[footnoteRef:18] [14:  Id.]  [15:  Id. at p 37.]  [16:  Id. at p 55.]  [17:  Id. at pp 37, 77.]  [18:  Id. at p 55.  There is extensive research presented in the Appraisal regarding the appropriateness of an 8% cap rate.  See Appraisal pp 51-54.] 


In summary, the Appraisal uses a higher income projection than the County has been able to achieve, and lower expenses than the County has been able to achieve, resulting in a higher appraisal than would otherwise be expected.  The Appraisal, however, does document well the comparable properties used to establish the projections so we believe the Appraisal is a fair valuation of the property.



b. Repairs Initially not Included

Initially the appraisal indicated that “no significant items of deferred maintenance [were] noticed or brought to our attention during our property inspection.”[footnoteRef:19]  After the Economic Development division interviewed several departments, an issue related to an ongoing roof problem was identified, with an estimated cost of $1,300,000.[footnoteRef:20]  When the appraiser was provided this information, an addendum to the appraisal was issued, establishing the value at $12,700,000. [19:  Id. at p 26.]  [20:  Supra Section VI(a).] 



c. Development Value not Considered

It is important to note that the Appraisal did not consider the value of the site as if it could be developed.  There are two reasons why this is appropriate.  First, as stated in the Appraisal:

The property is zoned Parks District with Lakefront Overlay Zone which permits a limited number of uses.  Based on our investigations, we have concluded that it is highly speculative to assume that the zoning could be changed to allow for a commercial and/or multi-family use on all or a part of the property.  We have assumed that the current zoning will remain in effect for any buyer of the property.[footnoteRef:21] [21:  Appraisal at p 8.] 


Second, the County obtained title to the property from the City of Milwaukee with a Deed restriction that the property must be used for “public parks”.[footnoteRef:22]  Consequently the County could not sell, nor could a purchaser buy from the County, the development rights to the property.  NM will have to reach agreement with the city on full or partial removal of the city’s deed restriction prior to closing on the property.  If this transaction is approved when presented, the County would need to cooperate in whatever agreement is reached between the City and NM.   [22:  Supra Section IX.] 



d. Recent Increase in Monthly Parkers

The appraiser did not take into account the recent changes in parking in the downtown district, which includes O’Donnell Parking Structure.  If the appraiser had taken this into account, the appraised value may have increased.

Since the time of the Appraisal, the monthly parkers at O’Donnell have increased dramatically, presumably because of the displacement I-794 construction has caused from surface parking lots near the area.  At the time of the Appraisal there were only 561 monthly parkers.[footnoteRef:23]  The Appraisal projected 625, which is closer to the historical average.[footnoteRef:24]  By the close of 2013 there were 620 monthly parkers.  As of June of 2014, there were 823 monthly parkers.[footnoteRef:25] [23:  Existing Monthly Parkers Overview prepared by Milwaukee County Parks, Attached as Exhibit H.]  [24:  Appraisal at p 44.]  [25:  Infra note 23.] 


Although the appraisal used a lower amount of monthly parkers, it also used a higher projected monthly fee of $130.  If the actual numbers of monthly parkers at the existing rates were use; the Appraisal still projects a higher income, as illustrated by the table below.

Table 4:  Comparison of Actual Revenue and Appraisal Projections

	
	Appraisal
	Actual

	No. Spaces
	625
	823

	Monthly Fee
	 $   135 
	 $    100 

	Total Monthly Revenue
	 $   84,375 
	 $     82,300 

	
	
	

	Annual Difference
	($    24,900) 



Given the historical averages being closer to 625, it is unknown whether 823 spaces will be maintained long-term.  It is also unknown that if the prices are raised by 30% to the amounts projected in the appraisal whether historical averages can be maintained.  Despite these unknown elements, it is our opinion that the Appraisal represents a fair value for the property.  

The Parks Department has recently determined that there is a capacity for monthly parkers of 1,100.  In the calculations made by the Comptroller which are presented in Section IV above, there is an assumption that over a nine year period, these 1,100 monthly parkers will be maintained.  

VI. Improvements Necessary

The extent of repairs necessary for the property has been a heavy subject of negotiations with NM.  In summary, as a seller the County believes the roof should be repaired at a cost of $1.3 Million and the buyer believes that the roof should be replaced, at a cost of $6 Million.  Ultimately NM has agreed to a $1.3 Million credit instead of a $6 Million credit.  

a. Graef Report

In 2012, the County received a report that previous attempts to fix roof leaks “were met with mixed success” and the “best solution to the leaks would be to remove all materials from the plaza to expose the waterproof membrane, replace the membrane system and reinstall all fill, landscape and hardscape.”[footnoteRef:26]  The report acknowledges “[h]owever we understand that funding for this project may not be immediately available.  In the interim, we recommend the County continue to monitor the structure for water leaks and/or signs of structural deterioration and take prompt measures to remedy the leaks and/or deterioration as they are discovered.”[footnoteRef:27]  The costs for the immediate repairs was $1,087,182.  Adding the standard 20% for County Architectural and Engineering fees, the total would be $1,304,618.40. [26:  Greaf Report attached as Exhibit I.]  [27:  Id.] 


b. Walker Report

As a potential buyer, NM was given permission to have its own contractors (“Walker Engineers”) review the property.  NM’s consultants prepared an estimate of $6,587,000.  This Walker Report is attached as Exhibit J.  Again the primary difference is that the Walker Report projects removing the entire plaza and applying new membrane, where the Graef Report only addresses a portion of the plaza.

VII. Deal Structure

Once a file is presented and approved by the Board and County Executive a Purchase Agreement would be executed with NM under the terms that are in the attached Exhibit B.  The Purchase Agreement allows for a 6 – 8 month period for NM to complete all due diligence necessary for its acquisition.  If after this due diligence period NM is still interested in the property payment would be made by NM to the County for $12.7 Million and the County would issue NM the deed to the property.  During the Due Diligence Period, the County would maintain all responsibility of ownership and be entitled to the revenues.

a. The Property

The Property to be sold is outlined on the map attached as Exhibit K and includes all of what would be considered the O’Donnell Parking Structure and the adjacent triangle of land west of Lincoln Memorial Drive and North of Michigan Avenue.

b. Price

The Purchase Price is the appraised value of $14,000,000 less a credit for existing needed repairs of $1,300,000.

c. Operation Contract

The Purchase Agreement includes an Operation Contract that stipulates that:

1.	Parks District Zoning. 	The Property is zoned as a Parks District and may only be used "to accommodate a wide variety of public and quasi-public open spaces and facilities providing recreational and cultural opportunities and supporting services for surrounding neighborhoods."   Owner shall at all times maintain and operate the Property in compliance with City of Milwaukee zoning requirements. 

…

Structure.   	Based on that certain engineering report prepared for County by Graef Engineering dated _______, 2013,  Owner and County assume that the Structure has a remaining useful life of twenty (20) years.   From the date hereof until the first to occur of 12/31/33 or the date that Owner makes a good faith determination that the useful life of the Structure has ended (the "Useful Life Period"), Owner agrees that, excepting those spaces leased to parkers having specified access rights, (i) 100% percent of the parking spaces in the Structure will be available for public parking at market rates after 5:00 p.m. Monday through Friday and on weekends and holidays, and (ii) a minimum of  200 parking spaces in the Structure will be available to the public at market rates on all week days, provided, however, parking spots may be temporarily unavailable during maintenance or construction activity in the Structure.

The Operations Contract also includes a continued requirement for bridge access to the South and East.

 
VIII. Zoning

It has been a challenge to balance the current use of the property as a parking garage and public plaza, with the adopted Lakefront Plan which contemplates redevelopment at some point in the property’s future.  The compromise arrived at was to rely on the public process of zoning to voice the public’s opinion of the future of the property.

a. Lakefront Plan  

In 2011 the Milwaukee County Board established the Long-Range Lakefront Planning Committee, comprised of officials from Milwaukee County and the City of Milwaukee, as well as representatives from the various lakefront attractions and the business community (File 11-154).  Later in 2011, the Milwaukee County Board adopted the Long-Range Lakefront Planning Committee’s Report (“Lakefront Plan”), including the goal of the continuation of the O’Donnell Parking Structure “in its current function in the short-term, while considering redevelopment options long-term.”  The Lakefront Plan is attached as Exhibit A.  The Lakefront Plan indicates a desire for the O’Donnell Parking Structure to have increased maintenance, increased security, and create an inviting area for Downtown Milwaukee.  

b. Supermajority rule

Using Zoning as the mechanism to protect the public interest of the property’s future is appropriate not only for the general public, but also to specifically protect the County as an entity.  City of Milwaukee Ordinances 295-307-5 reads (emphasis added):

5. PROTEST OF MAP AMENDMENT. In case of a protest against a map amendment, duly signed and acknowledged by the owners of 20% or more of the areas of the land included in the proposed change, or by the owners of 20% or more of the land immediately adjacent extending 100 feet therefrom, or by the owners of 20% or more of the land directly opposite thereto extending 100 feet from the street frontage of the opposite land, the amendment shall not become effective except by the favorable vote of at least three-fourths of the members of the common council voting on the proposed change. A protest against a proposed change, or any modification to a protest, shall be submitted no later than 48 hours prior to the date of common council action on the proposed change.

The County owns more than “20% or more of the land directly opposite thereto.”  Consequently the County could require a super-majority ¾ vote of the City of Milwaukee Common Council for any rezoning to occur.  This mechanism offers a strong ability for the County to influence the future of the property without completely restricting the ability to have the site redeveloped in the future consistent with the Lakefront Plan.


IX. Title

The County acquired Title to O’Donnell as part of three separate transactions: one with the State of Wisconsin, and the other two with the City of Milwaukee.  A map depicting the rough outline of these transactions is attached as Exhibit L.  A Title Report (Exhibit M) and Title Overview (Exhibit N) are also attached.  

a. Similar to 1997 Transaction

As shown in the attached Title Map (Exhibit L), the County formerly owned land adjacent to the O’Donnell Parking Structure (File 96-817(a)(a))(“1997 Parcel”). In both the 1997 Parcel Transaction and the contemplated 2014 transaction there was a city deed restriction that needs to be resolved prior to transferring the deed. The difference is that in the 1997 transaction it was the County’s responsibility to remove any deed restriction prior to sale at significant cost to the County.  In the proposed 2014 transaction it would be NM’s responsibility to work with the City of Milwaukee prior to deed transfer to remove any restrictions. If this transaction is approved when presented, the County would need to cooperate in whatever agreement is reached between the City and NM.  

b. The “Corner”

Several individuals have indicated that they believe “a corner” of the O’Donnell parking structure is in the lake bed.  This likely stems from a line in the Lakefront Plan stating “a small portion of the southeast corner of the parking garage is located on lakebed.”[footnoteRef:28]  The only information supporting this statement was provided is in Appendix E which includes non-surveyed overview maps of statutory lake bed grants; all of which have been clarified by Wis. Stats. §30.2038 (2014) not to include any restrictions on lands west of Lincoln Memorial Drive, which would include the O’Donnell Parking Structure. [28:  Lakefront plan p 16.] 



X. Parking Study

The 2013 Budget requested the establishment of an O’Donnell Taskforce to order an update to the 2010 Downtown Milwaukee Parking Study.  The taskforce has been working with the same consultant as the 2010 Downtown Milwaukee Parking Study and the updated parking study is attached as Exhibit G.  An excerpt from the  Conclusions and Summary are provided below (emphasis added).  

[bookmark: _GoBack]
Parking Supply/Demand
· There appears to be adequate parking within District D, primarily in O’Donnell Park, to meet the needs of NM and the other development projects as presented herein.
· The availability of parking is based on two significant assumptions included in this Update:
1. The 1,414 parkers currently using the Lake Lot can find convenient parking within Area P ‐ Historic Third Ward. There has not been a study that validates that assumption. The impact on parking is almost 1 for 1. In other words, if 400 spaces are available, the demand for parking in District D will increase by about 1,014 parkers. If 1,000 spaces are available in Area P, then the parking demand in District D increase by 414 spaces, and so on.
2. O’Donnell Park needs to maintain about 200 spaces during the weekdays for use by BBCM and MAM. That need is assumed to be in the parking demand as presented. However, a set‐aside for BBCM and MAM needs to be memorialized in an agreement for those cultural venues to continue to flourish.
· We believe the sale of the O’Donnell Park facility to NM is likely the best solution for the County given the entire spectrum of opportunities. It seems counterproductive to “sustainable practices” for NM to build a 700 to 800 space parking structure when O’Donnell Park has 1,332 space structure that is nearly 50 percent available.
· If the County sold the O’Donnell Park facility to NM, long‐term accommodations for BBCM and MAM needs would need to be maintained.


Pricing and Financial Impacts
· If the County maintains ownership of the Park parking structure there is an opportunity to increase rates to a higher base and still maintain their competitive place in the market. This is particularly true when the Lake Lot is demolished.
· Though there are ways to evaluate and increase the value of the O’Donnell Park facility through increases in rates, however, given the time, and the long‐term instability of the market (if NM builds their own garage) it seems that a negotiated sale is the cleanest.
· However, if NM builds a parking facility to meet their own needs, potentially hundreds of parkers will vacate the O’Donnell Park facility to park in the NM parking structure. The reduction in parking demand would likely result in a significant loss in revenue. The challenge at that point is how to maximize your revenue, maintain the parkers you have at current rates or reduce rates to try and attract more monthly parkers. It is not a difficult exercise.
· While the appraisal indicates a significant increase in rates is achievable, we believe this only pertains to the monthly rates since the hourly rates are consistent with the marketplace. This would set O’Donnell Park monthly rates at $135 per month which remains competitive with other facilities, a little higher than some and lower than most. An annual permit equating to about $120 per month ($1,440 annually) would provide an opportunity to increase cash flow, yet maintain a competitive monthly rate to maintain and/or attract monthly parkers.
· The only place we see room for growth in daily parking rates is probably within the first ½ hour of parking. This rate could be increased by 25 percent or more, from $2.00 to $2.25 or $2.50, although will likely have a nominal impact on revenues. There may be room for other minor adjustment in hourly rates which could have more of an impact. Typically, information regarding length of stay for parkers is analyzed so that incremental increases in parking can be implemented that have the highest return to the Owner. At the same time, there may be some reductions or other measures than can be offered to users that has little to no impact on revenue given other adjustments.



XI. Environmental Assessment

In 1988, the County Board passed resolution 88-303, which requires an Environmental Assessment be completed by the Southeastern Wisconsin Regional Planning Commission (SEWRPC) prior to designated park land being declared surplus by the County. Attached as Exhibit O is the SEWRPC Environmental Assessment, which states in part:

The subject parcel does not contain primary or secondary environmental corridor or isolated natural resource area, floodlands, or any other natural resource feature.

…

[T]he commission staff would recommend that … any disposition … include a mechanism that under new ownership the goals of the Lakefront [P]lan can be implemented, including [maintaining/enhancing vistas, maintain green space until redevelopment occurs, and honor existing lease agreements for public entities]

We believe the proposed Purchase Agreement accomplishes the mechanisms suggested in the Environmental Analysis.


XII. Net Proceeds to Parks

Based on the feedback from several County Board Supervisors, when an action is requested, it is our intent to request that the net proceeds from the property sale, approximately, $5.0 million, be allocated towards a Milwaukee County Parks Stabilization Fund.  We are currently working with the Comptroller’s and budget office to determine the appropriate mechanism to accomplish this goal.  Keep in mind that the County is currently subsidizing the Parks Department each year by the amount of the O’Donnell debt service that was paid by the County from general funds, rather than from parking revenues.  Thus the County Board will have a question as to whether to continue that subsidy once the O’Donnell debt is repaid.


XIII. Impact on Local Government Taxes

By selling the O’Donnell Parking Garage to NM, the County will add approximately $14 Million to the property tax base in Milwaukee County.  From the County’s perspective, even if the County chooses to keep overall property taxes flat, the increase in tax base means that other county payers will pay slightly less as a result of the increase in overall base.  This increase in base will also benefit the City of Milwaukee and MATC as jurisdictions that rely on property taxes for revenue.

XIV. Recommendations

This is an informational report and there is currently no request. When a request is made, it will be our recommendation that the County declare the O’Donnell Parking Structure surplus and sell it for $12,700,000 to the Northwestern Mutual Life Insurance Company, which has agreed to operate the property in a manner consistent with the adopted Lakefront Plan.  



XV. Fiscal Note

A fiscal note will be prepared when a request for action is made.  At this point it is estimated that there would be no fiscal impact for 2014, as during the initial six month due diligence period the County would continue to be entitled to income and be obligated to pay existing expenses and debt.  For 2015, the fiscal impact would be the net sales proceeds of $5 Million, less net revenue of $362,991.  The fiscal impact in 2016 and beyond is best represented by Section IV above.


						
Teig Whaley-Smith
Economic Development Director


cc:	Chris Abele, County Executive 
Milwaukee County Board of Supervisors
	Don Tyler, Director, Department of Administrative Services
	Julie Esch, Director of Operations, Department of Administrative Services
Raisa Koltun, Chief of Staff, Office of the County Executive 
Scott Manske, Comptroller
Steve Cady, Research and Policy Director
Paul Bargren, Corporation Counsel
Pamela Bryant, Capital Finance Manager
John Dargle, Parks Director
Julie Esch, Director of Operations
Josh Fudge, Budget Director
Jim Keegan, Parks Department
Paul Kuglitsch, Principal Assistant Corporation Counsel
Dan Laurila, Fiscal Management Analyst
CJ Pahl, Budget and Management Coordinator
Justin Rodriguez, Budget and Management Coordinator
Jill  Suurmeyer, Research and Policy Analysts
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