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Presentation Reports Consent Ordinance

Resolution Quasi Judicial Old Business New Business

FY2011 DESIGNATED HIGH PRIORITY ITEM

SUBJECT TITLE Warehouse Analysis

EXPLANATION The Town Commission asked staff to conduct an analysis regarding whether it was more
beneficial to sell the Townswarehouse or proceed wihour intent to lease out the portion of the building we donot use We looked at several factors including the assessed value of the property and the cost to the Town ifwe
had to rent warehouse space if we were successful in selling as well as the potential value of investing the
proceeds from the sale We concluded it would be more advantageous to keep the property The11 million offer
the Town received is below the assessed value It is currently abuyersmarket not asellersmarket

RECOMMENDATION Keep the property and proceed with efforts to lease out the unused portion If the
Commission agrees we will return with a Reactor contract for you to approve after review by the Town Attorney
EXHIBITS Memo and financial analysis sheet

Reviewed by Town Attorney Town Manager Initials
Yes No



Town of LauderdaleByTheSea
4501 Ocean Drive

LauderdaleByTheSea Florida 333083610

Memorandum

Date July 22 2011

To Connie Hoffmann Town Manager

From PIO StevedOliveiraand Finance Director Tony Bryan a
Subject Warehouse Financial Analysis

I

Summary
Staff was directed by the Town Commission to make a recommendation on

whether the Town should sell its warehouse or keep or proceed with our attempt
to lease out the unused space After examining numerous factors annual
operating expenses taxes insurance maintenance and Realtor fees and

taking into consideration the depressed market it is our recommendation that
the Town maintain ownership of the property and attempt to lease the unused

space

Background
The Town purchased the property in August 2003 for14million Earlier this

year we received a verbal offer to buy the warehouse for11 million The offer is

slightly below the current assessed value of1118580 and 300000 below the
Townspurchase price

Using information obtained via a recent market rent study we projected the
potential revenue to the Town under a few different scenarios including keeping
the property and leasing the unused space selling the property at 11 million or

selling the property at 10over the assessed value

Conclusion
Based on our analysis we concluded that it is advantageous to keep the property
and attempt to lease any unused space at prevailing ratesie 7 per square
foot on a gross basis and revisit the question of selling the property at some

point in the future after the market recovers

At this 7 per square foot rate the projected rental income will exceed the
projected expenditures thereby generating a positive net cash flow to the Town



estimated at between 60000 and 85000 per year In contrast selling the

property and leasing the required warehouse space would result in a onetime
cash inflow but recurring negative cash flow to the Town

Further even if the Town were not able to lease the unused warehouse space
the property is owned by the Town outright therefore there are no recurring
mortgage payments the Town does not pay property taxes and the other

ongoing costs of ownership eg property insurance utilities and upkeep are

not significant

Per Miller Appraisal tenants prefer to lease space on a gross basis which requires that the
tenant pay the utilities and upkeep of the building and the owner is responsible for property taxes
insurance and maintenance of the building
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