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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action

May 2005
Project 03H3O

1.
Institution:  The University of Wisconsin–Milwaukee

2.
Request:  Requests approval to sell the Condominium Parcel of the Kenilworth Redevelopment project for one dollar.

3.
Description and Scope of Project:  The terms of the Kenilworth Redevelopment project were approved by the Building Commission in November 2004.  In exchange for an option for a long-term ground lease on the condominium parcel, in March 2005 the developer, Weas Development Corporation, agreed to provide $450,000 (the appraised fair market value of the parcel) to the Board of Regents, in kind, in the form of redevelopment of the Board of Regents owned parking facilities within the Kenilworth Redevelopment project.  Weas has now asked that the Condominium Parcel be transferred in fee simple title as soon as possible to ensure the success of a private residential condominium project.
4.
Justification of the Project: The Kenilworth property, owned by the Board of Regents of the University of Wisconsin System (BOR), consists of a 490,502 square foot building on a 2.4668 acre parcel of land located one mile south of the UWM campus.  UWM is partnering with a private developer, Weas Development Corporation, to rehabilitate the Kenilworth property to provide improved academic space for the Peck School of the Arts, new residential space for upper class, graduate, and married students, some private residential and retail space, and parking to support those facilities.  The financing package relies on a 501(c)(3) tax exempt entity.  No funding from the state of Wisconsin is required.

According to the terms presented to the Building Commission in November 2004, the Kenilworth property was subdivided into two parcels:

a)
the parcel containing the existing 490,502 square foot building to be known as the “UWM Parcel” and
b)
the southeast loading dock corner of the property to be known as the “Condominium Parcel”.


The Board of Regents has leased the UWM Parcel, except certain parking areas which have been retained by the board, to the Redevelopment Authority of the City of Milwaukee (RACM) pursuant to a 66-year ground lease (the “UWM Parcel Ground Lease”).  RACM has contracted with Weas Development Corporation and the Milwaukee Development Corporation (collectively, the “Developer”) to rehabilitate the UWM Parcel.  Effective after the UWM Parcel is developed, RACM has entered into an agreement to lease the property back to the Board of Regents via an operating lease to the Department of Administration for a term of 30 years (commencing after completion of the project), with an option for the board to purchase the property at fair market value. The Board of Regents will lease all of the retail space (a total of 26,500 square feet) and 16 parking spaces to the Developer for a term of 30 years.


The BOR was granted approval to lease the Condominium Parcel for the longest term possible and eventually to transfer the parcel for a nominal value to Weas Development Corporation.  Weas would then build a private condominium tower on the site.  Although the redevelopment project was previously approved as a whole, the BOR is now seeking approval of the actual transfer of fee simple title to the Condominium Parcel.  A condominum development on the site is favored by the city of Milwaukee and the neighborhood as it will increase the city tax base and it will provide assurance to the neighborhood that the remainder of the Kenilworth project will be of high quality.  The lease of the property will also help fund the part of the Kenilworth project that will continue to be owned by the Board of Regents (the Board of Regents owned parking areas).

5.
Budget and Schedule:  The transfer of fee simple title will be for a nominal fee of one dollar.  The transaction will be completed as soon as possible to ensure success of a private residential condominium project.

6.
Previous Action:  The redevelopment of the Kenilworth Building was discussed with the Board of Regents and the state Building Commission in the context of the Long Range Development Plan for UW‑Milwaukee.

In February 2004, the state Building Commission directed the Department of Administration's Division of State Facilities to issue a Request for Proposal for the Redevelopment of the UW‑Milwaukee Kenilworth Building. 

In June 2004, the state Building Commission approved a request to conclude the formal review processes of responses to the Request for Proposal and to allow the state to enter into negotiations with a single developer team to refine the functional requirements and the associated financing plans before entering into a final agreement for the redevelopment of the Kenilworth Building.  

In November 2004, the state Building Commission approved the proposed agreements contained in the Master Term Sheet with Weas Development Corporation for the redevelopment of the Kenilworth Building at an estimated total project cost of $68,717,413.  The project is to be funded by bonds issued by the Redevelopment Authority of the City of Milwaukee and underwritten based on a UW-Milwaukee commitment to an operating lease.
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