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TO: COUNCIL MEMBERS
FROM: David Whitaker, Direct iy
Legislative Policy Divigton Staff
DATE: June 19, 2019
RE: Establishment of a Neighborhood Enterprise Zone as requested by

Sheridan Propco, LLC , in the area of 4417 Second

Neighborhood Enterprise Zone Act (Public Act 147 of 1992)

The Neighborhood Enterprise Zone Act, PA 147 of 1992, as amended, provides for the
development and rehabilitation of residential housing located within eligible distressed
communities. New and rehabilitated facilities applications are filed, reviewed and approved by
the local unit of government, but are also subject to review at the State level by the Property
Services Division. The State Tax Commission (STC) is responsible for final approval and
issuance of new and rehabilitated facility certificates. Exemptions for new and rehabilitated
facilities are not effective until approved by the STC. NEZ applications are filed, reviewed and
approved by the local unit of government.

By statute, every NEZ must contain not less than 10 platted parcels of land which are compact
and contiguous. The statute allows for an exception if a NEZ is located in a downtown
revitalization district. In a downtown revitalization district,' a NEZ may contain less than 10
platted parcels if the platted parcels together contain 10 or more facilities.

! As defined in Section 2 (k) MCL 207.772



Downtown Revitalization District

In 2008, the NEZ Act was modified by Public Acts 204 & PA 228 to allow a neighborhood
enterprise zone located in a "qualified downtown revitalization district" to contain fewer than 10
platted parcels if the platted parcels together contain 10 or more facilities.> The Act as modified,
defines "qualified downtown revitalization district" as an area located within the boundaries of
one or more of the following:

. A downtown district, as defined in the Downtown Development Authority Act. 3

. A principal shopping district or a business improvement district as defined in the
principal shopping district Act (BID Act).*

. An area of the local unit zoned and primarily used for business, as determined by

the local governmental unit.?

4417 Second

The project to be completed on 4417 Second. Sheridan Propco LLC, an affiliate of Sturgeon Bay
Holding Company, acquired Sheridan Court in October 2018. Rehabilitation will include, but not
be limited to: facade & limestone work, new roof, new windows for selective apartments and all
commercial spaces, electrical upgrades / meters for commercial spaces, kitchen replacements and
bath improvements for residential units, lobby upgrades, and landscaping work. The property
was acquired in October 2018 and subsequently hit with a large tax reassessment in 2019, The
project is not viable without the tax abatement.

Housing Breakdown

Total Units 91 units ($1.90 rent psf)

Studio 14 units, 475sf, $920/mo rent

1 Bedroom 73 units, 650sf, $1,065-$1,220/mo rent
2 Bedroom 4 units, 700sf, $1,720/mo rent

Incentive Summary Over the First 15 Years

Add:tional Net Benefits

Benefits Real Personal After Tax

Before Tax Additional Property Tax Property Tax  Enter Incentive Abaternents

Abatements Costs Abatement Abatement Dexcnption* & Incentives

City of Detroit $3.810,278 ($661,248) {$1.360,062) $0 $0 $1,788,968
Wayne County $523 587 {$4,150) {$391,968) $0 $0 $127.469
Detroit Public Schools $1.932459 $0 {$1,108,736) $0 $0 $823,723
State Education $374024 $0 {$214,594) $0 $0 $159,430
Downtown Dev. Authanty $0 10 $0 %0 $0 50
Wayne RESA $340,630 $0 {$195,434) $0 $0 $145,196
Wayne County Comm, Colfege $202023 $0 ($115,909) $0 S0 386,114
Wayne County Zoo $6,234 $0 {($3,577) $0 $0 $2,657
Detroint Institute of Arts $12.467 $0 ($7,153) 30 $0 $5.314
Total $7.201.703 ($665399)  ($3397.434) $0 $0 $3,138,870

? In its letter of June 4, 2019, the Finance Department Assessors Division indicated that this proposed district located
in the Midlown Area, is eligible for a NEZ designation, per the NEZ statute.

3PA 197 of 1975, MCL 125.1651 - 125.1681

* Principal shopping Districts and Business Improvements Districts Act 120 of 1961, MCL 125.981 - 125.990n

3 Under the DDA Act, "downtown district" means that part of an area in a business district that is specifically
designated by ordinance of the governing body of the municipality pursuant to the Act. A downtown district may
include one or more separate and distinct geographic areas in a business district as determined by the municipality.
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Conclusion

This project is estimated at a $12.6 million investment and its projected positive cost benefit to
the City of Detroit is $1.78 million and over $3.13 million to all of the impacted taxing units, in
addition to the development of 91 new housing units, create approximately 3 FTE and 25
construction jobs.

NEZ Acrenge Statys:®

NEZ allocations are limited by state statute: “The total acreage of the neighborhood enterprise zones
containing only new facilities or rehabilitated facilities or any combination of new Jacilities or
rehabilitated facilities designated under this act shall not exceed 15% of the total acreage contained
within the boundaries of the local governmental unit.””

Total acreage available (15% of Detroit acreage): 13,239.00

4417 Second: 0.437 acres
Total Acreage for the Entire City of Detroit: 88,260

Total Acreage Remaining 7,839.25
Total Acreage Designated: 5,399.75

Please contact us if we can be of any further assistance.

Attachment: June 4, 2019 Letter from Finance Assessors

cc: Auditor General’s Office
Arthur Jemison, Chief of Services and Infrastructure
Maurice Cox, Planning and Development Department
Donald Rencher, HRD
Dinah Bolton, Planning and Development Department
Stephanie Grimes Washington, Mayor’s Office
Malinda Jensen, DEGC
Kenyetta Bridges, DEGC
Jennifer Kanalos, DEGC
Brian Vosburg, DEGC

® This is a ballpark estimate by LPD, based on current available data.
"MCL 207.773 (2)
% 88,260 Acres = 137.90625 Square Miles



CorLeEMaN A. Youns Mustcmwar, CrsTer
; 2 WooBnWARD AVENUE, SutTE §24

h DrrroiT, MicHiGaN 48226

Cimy oF DETRont (313)224-3011 « TTY: 71}

Otpics: 0 The Caer FiNavOal OFFICER {313) 2249400

OFIICT 0F THE ASSLSSOR WWW.DEFROTTMLGOV

June 4, 2019

Maurice Cox, Director

Planning & Development Department
Coleman A. Young Municipal Center

2 Woodward Ave, Suite 808

Detroit, M1 48226

RE: Neighborhood Enterprise Zone - Sheridan Propco LLC
Property Address: 4417 Second
Parcel iD: 04000932-9

Mr, Cox:

The Office of the Chief Financial Officer, Office of the Assessor, has reviewed the proposed The Sheridan

Neighborhood Enterprise Zone, located in the Midtown area in the City of Detroit. The developer's proposed plan
is to rehabilitate the apartment buitding.

The rationale for creating NEZ projects under PA 147 of 1992, as amended, must be based on the anticipation of

market value added to the neighborhood upon completion of new construction and/or significant rehabilitation of
existing housing stock.

Sheridan Propco LLC plans to rehabilitate the apartment building with 61,576 square foot, four-stories, built in 1930
with 91 residential units. Twenty percent of the apartments will be offered at affordable rates. Rehabilitation will
include facade restoration, electrical upgrades, plumbing upgrades, roof work, front entrance masonry, window
replacement and common area and unit upgrades. The current True Cash Value of the proposed area is 55,402,600

and contains approximately .437 acres of land. The True Cash Value of this area would be expected to increase due
to the rehabilitation and construction.

Per MCL 207.772 Sec.2 {m) "Rehabilitated facility" means an existing structure or a portion of an existing structure
with a current true cash value of $80,000.00 or less per unit that has or will have as its primary purpose residential
housing, consisting of 1 to 8 units, the owner of which proposes improvements that if done by a licensed contractor
would cost In excess of $5,000.00 per owner-occupied unit or 50% of the true cash value, whichever is tess, or
$7,500.00 per nonowner-occupied unit or 50% of the true cash value, whichever is less, or the owner proposes
improvements that would be done by the owner and not a licensed contractor and the cost of the materials would
be in excess of $3,000.00 per owner-occupied unit or $4,500.00 per nonowner-occupied unit and will bring the
structure into conformance with minimum local building code standards for occupancy or improve the livability of
the units while meeting minimum local building code standards. Rehabilitated facility also includes an individual
condominium unit, in a structure with 1 or more condeminium units that has as its primary purpose residential
housing, the owner of which proposes the above described improvements. Rehabllitated facility also includes
existing or proposed condominium units in a qualified historic building with 1 or more existing or proposed
candominium units. Rehabilitated facility does not include a facility rehabilitated with the proceeds of an insurance
policy for property or casualty loss. A qualified historic building may contain multiple rehabilitated facilities.



Neighberhood Enterprise Zone
Sheridan Propco LLC
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Per MCL 207.773 Sec. 3. {1) The governing body of a local governmental unit by resolution may designate 1 or
more neighborhood enterprise zones within that local governmental unit Except as otherwise provided in this
subsection, a neighborhood enterprise zone shall contain not less than 10 platted parcels of land. A neighborhood
enterprise zone located in a qualified downtown revitalization district may contain fess than 10 platted parcels if
the platted parcels together contain 10 or more facilities. All the land within a neighborhood enterprise zone shall
also be compact and contiguous. Contiguity is not broken by a road, right-of-way, or property purchased or taken

under condemnation if the purchased or condemned property was a single parcel prior to the sale or
condemnation.

Upan review, it has been determined that this proposed The Sheridan Neighborhood Enterprise Zone district

located in the Midtown area is eligible for designation as a Neighborhood Enterprise Zone per PA 147 of 1992, as
amended.

Sincergly

Charles Ericson, MMAD
Assessor, Board of Assessors

mmp



Neighborhood Enterprise Zone
Sheridan Propco LLC
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Parcel Number Property Owner Name Current Use 2019 TCV Taxable Acres
Address Value
04000932-5 4417 Second | Sheridan Propco LLC Apartment $5,402,600 | $2,701,300 437
Building

Legal Description: N CANFIELD 2-1 CASS FARM SUB L1 P300 PLATS, W CR 4/43 100 X 190

The legal description matches the NEZ district reguest,




