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DATE:	August 25, 2016

TO:	Chris Abele, County Executive
		Supervisor Peggy West, Chair, Finance and Audit Committee
		Scott Manske, Comptroller
		Teig Whaley-Smith, Director, Department of Administrative Services

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

SUBJECT:	DAS-Economic Development Revenue Deficit – Information Only


Policy Issue

County Ordinance 56.02 requires each person in charge of any County office, department, agency, or any non-departmental account to:

" … submit a written report to the County Executive, the Committee on Finance and Audit of the County Board and the Department of Administration whenever such person has reason to know or believe that a deficit of seventy-five thousand dollars ($75,000.00) or more in any revenue account will occur for the division of county government under the supervision of that person.  

Background

	Item
	Short Description
	Budget Amount
	Actual Amount to Date
	Projected Amount
	Variance between Budget and Projected

	3612
	Parking Rental
	$ 930,000.00
	$ 314,250.17
	$700,000.00
	($230,000.00)




Cause of Deficit

The Wisconsin Department of Transportation (WISDOT) and Milwaukee County have for several years cooperatively developed, leased and managed areas beneath and above the freeway system in Milwaukee County to permit compatible use of that space.

Milwaukee County, on a quarterly basis, pays WISDOT 50 percent of the net rental revenues collected in the previous quarter, less the allowable expenses claimed by Milwaukee County for developing and administering the air space leasing program for that quarter.



The Airspace Rental revenue deficit is the result of the I-794 Hoan Bridge Construction project and unexpected shutdowns of other lots under the freeway as well as turnover of tenants of certain airspace leased parking lots. The lots affected are as listed below: 

· Affiliated Acquisitions Lot:  414 N Broadway (formerly 36 parking stalls, now 29)

· Van Buren Management Lot:  500 E St. Paul (formerly 351 parking stalls, now 256)

· CPS Lake Lot:  701 E Clybourn (formerly 400 parking stalls, now 211)

· CPS Safe Lot:  431 N Milwaukee (formerly 154 parking stalls, now 108)

· 835 S 6th St. Building/organization leasing the lot went into foreclosure. Revenue from 41 parking stalls now unavailable.

Some of the biggest impacts were to the Affiliated Acquisitions lot, the Van Buren Management Lot, the Lake Lot, and Safe Lot. Some of these lots were scheduled for only a partial shutdown. However, due to the extensive freeway construction, these lots were closed through the end of 2015. In 2016, the amount of parking stalls available drastically decreased for these lots due to reconfiguration of I-94 structures and ramps.

A rental agreement was renewed for the Van Buren Management Lot in the beginning of 2016. Operations for the Safe Lot have resumed and as of the beginning of 2016 we have received revenue from these lots.  The only revenue received in 2016 for the Lake Lot was during Summerfest in June 2016. 

The tenant for Affiliated Acquisition has not made any rent payments, although the lot has been opened since January 2016. We are in the process of remediating this situation. 

Although the Hoan project is complete, the current construction taking place for the Gateway project will not allow for normal operations of the Lake Lot. The operator will offer the available spaces to monthly parkers as an attempt to generate revenue despite the uncertainties of the construction around it. 

Are there funds available to offset the revenue deficit?

The State’s portion of the parking rental revenue is approximately 50% of revenue received.  This expenditure has been reduced by $115,000.00 to coincide with the projected parking rental revenue shortfall.

DAS Economic Development was not fully staffed until mid-April of 2016.  Therefore, a reduction of $36,879.77 in Personnel Services including fringe benefits is anticipated.

These lowered expenditures/expenses will reduce the overall division shortfall to approximately $(87,095.23) deficit for the 2016 fiscal year.


Will this be an issue beyond the current year?

Yes. The projection of Airspace Lease revenue is impacted by the reduction of parking stalls in the above mentioned parking lots.

Plan of action or alternatives to offset the deficit:

Negotiations and planning efforts are taking place for a new lot for Stone Creek Coffee on 5th & Clybourn. This would generate between $36,000-$40,000 in yearly revenue.

The lot on 6th & National has not been under contract since the Esperanza Unida Building was foreclosed. A new airspace lease will be executed this year with the new owner of the building. This will generate some income as well.

We anticipate the Affiliated Acquisitions Lot to be under a new lease agreement with either the current tenant or a new operator.

Most other airspace leased lots have been re-appraised at a higher rent value and leases are in the process of being renewed.
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