The Road to 2025:

Eliminating Residential Blight in Detroit
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For decades, Detroit has struggled with the spread of blight
Jerry Cavanagh started to fight blight on July 1, 1965
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Mayor Gribbs continued that
push with another announcement in 1973

PROPERTY OWNERS MAY RI_'I BILLED
City to Raze Abandoned Buildings
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Mayor Young fought blight for 20 years

DETROIT

Kicked off initiative in 1976 By 1989, Detroit had 15,000 abandoned buildings

RECKLESS

ABANDONMENT

15,215 empty buildings

— and countless victims
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BY DAVE ANDERSON

Free Press Stalt Writer

® Location: 2900 block of
West Boston Boulevard

found open and dangerous
but was barricaded same day.
Second complaint was filed
on Jan. 21, 1988. City
Council ordered demalition
on Sept. 8, 1988. City
records indicate demolition
order has been expedited,

The federal government and
the City of Detroit have
agreed  on  procedures to
speed demolition of the hune
dreds of 3bandanec) and sever-
elv vandalized buildings

The agreement reached last
week calls for the Department
of Housing and Urban Dev-
nt (HUD) to demolish

s" buildings in 45
days and “dangerous” build-
ings within seven days. Under
the old agreement HUD had
promised to raze such struc-
tures within about 90 days.

loDme
“hazar

BUT CITY Council Presi-
dent Carl Levin, while prais-
ing HUD for making an
mproved effort to tear down
abandoned buildings in recent
months, said he fears the new
agreement, like previous ones,
is defective.

Levin savs it does not ad



Every administration has tried to deal with blight

Detroit to receive demolition loan

$60 million
t0 help rid city of
abandoned homes
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Today, we are taking an historic
step to build a new Detroit for the
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a statement. “HUD is proud to join
Mayor Archer and Detroit in a part
will literally remake the
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Center, Archer said the city
ywn between 1,700 and 1,900
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which works with the
th, said getting rid of the
doned homes would help boost
morale of children and families.

Kids are coming to school, seeing
this kind of blight. It does psycho-
logical damage,” he said

Cuomo explained that HUD's role
is to help local governments meet
housing needs and create economic
opportunities. He said the federal
government no longer wants to
come in and tell local governments
what to do.

“The plan is your plan. The dream
is your dream. The vision is your vi
sion,” Cuomo said

Cuomo also gave a speech at a

AP Proto
U.S. Housing and Urban Development Secretary Andrew Cuomo, left, listens to Detroit Mayor Dennis Archer after Cuo-
mo announced a grant assistance on Tuesday in Detroit. Cuomo announced a $3.9 million grant to help repair parts of
Detroit and Highland Park that were damaged by tomadoes in July 1997.
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Detroit Mayor Dave Bing joins a crowd to watch a house demolished Tuesday on Coram Street on the east side near Denby High School.
“This is just the tip of the iceberg. ... This is only about 10% of the houses that need to be torn down,” Bing said Tuesday.

By Suzette Hackney
Free Press Stefl Writer

Within the next 90 days, the

City of Detroit will demolish
1,500 abandoned and dangerous
1ouses. - Detroit Mavor Dave
¢ pledged Tuesday.
To date, the Bing adminis
tration has demolished 4,500
houses, and the 90-day blitz will
bring the total to 6,000, Bing
said. The mayor promised to de-
molish at least 10,000 during his
four-year term

Bing talks
to Denby
High
School
Principal
K.C. Wil-
bourn, 36,
of Detroit
on Tues
day at the
demoli-
tion site.
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were able to amend boundaries

of where demolition grant mon-
ey was funded through the U.S.
Departmentof Housing and Ur
ban Development’s Neighbor-
hood Stabilization Program 2 to
include a wider area around
various schools

“This is a big d lm
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For nearly 50 years, Detroit’s elected officials have not been able to
deliver a blight-free city to our residents
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The bankruptcy plan of adjustment envisioned the city spending 7
$30 million per year for residential demolition

If we don’t raise additional funds beyond the Plan of Adjustment:

Funding would allow demolition of approximately 1,500 houses a year — the
standard pace of demolition in Detroit prior to 2014.

At that rate, the current 19,000 abandoned houses would be demolished in
13 years.



What about saving homes through renovation? (7
Detroit has had success in sales since 2014 and can do much more.

e NEWS CONTACTUS NEWSLETTERS FINDITHERE PROMOTED SEENON4 S

Land Bank homes hit market in Detroit Land Bank debuts new website

Detroit's Osborn neighborhood Dttt
26 houses starting at $1,000 f ¥

(7 sHaRe

By Jason Colthorp - Anchor/Reporter, Derick Hutchinson

Posted: 6:42 PM, May 10, 2019
Updated: 6:42 PM, May 10, 2019

A current property up for auction |
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And taken legal action toward 1,600 rehabs through the Land Bank’s
Nuisance Abatement Legal ActionTeam = |=m=

NAP REHABS

AUGUST 23, 2019
NAP Rehabs
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The demo and rehab programs have had huge impact on Detroit

CITY OF
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90% average increase in Detroit property values
Source: Zillow 2013-2018

,\‘@

2014 $20+ NEIGHBORHOODS 2018 $20+ NEIGH

WITH DEMOLITIONS AND DLBA HC

R

. DLBA Home Sales . $20/SQF+ Neighborhoods . DLBA Home Sales . $20/SQF+ Neighborhoods

L Demos 2019 Demos 2019

The areas of the city that now have an MLS average over $S20 s/f has increased significantly since 2014. As property values in
neighborhoods increase beyond $S20 per square foot, it becomes more economically viable to renovate houses in the private market.
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The demo and rehab programs have had huge impact on Detroit

The Detroit News

Detroit blazes see huge decline

OFFICIALS CREDIT BLIGHT ELIMINATION, BOLSTERED INVESTIGATIONS, COMMUNITY EDUCATION
EFFORTS, BUT UNION CHIEF VOICES DOUBTS

Christine Ferretti, The Detroit News

Published 9:45 p.m. ET Feb. 6, 2019 | Updated 8:58 a.m. ET Feb. 8, 2019

46% reduction in building fires citywide since 2014

Source: DFD



The demo and rehab programs have had huge impact on Detroit

3% drop in violent crime and property crime
for every 10 demolitions in a block group

Source: Wayne State University

11% drop in homicides and nonfatal shootings
in areas of concentrated demolition

Source: Harvard University and University of Michigan

Detroit Free Press
Home demolitions and crime reduction

Demoltions per block

21-160 ‘ 11-20 ‘ 6-10 ‘ 1-5 ‘
|
o ‘

40

Crime reduction average

Violent crime reduction @ Property crime reduction

® Total crime reduction
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We expect the 27,000 blighted and abandoned residential houses to
break down as follows:
Demolitions
Land Bank houses to be demolished 13,300
Private houses to be demolished 5,700
Total demolitions to be completed 19,000

Renovations
Land Bank houses to be sold/renovated 6,300 27,200

Private houses to be renovated per NAP lawsuit 1,900

Total houses to be renovated 8,200



Option for demolition/renovation for some vacant houses

CITY OF
DETROIT

The proposal assumes we can provide an average of $15,000-20,000 per house for 1,000+
renovations, allowing those houses to be saved rather than demolished.

Recommendation with rehab incentive:
19,000 houses to be demolished

8,000 houses to be sold/rehabbed

Alternative without rehab incentive:
20,000 houses to be demolished

7,000 houses to be sold/rehabbed




Proposal to rid Detroit of all residential blight >
by end of 2025 requires 3 steps:

1) $225 million raised from bond issue taken to voters in March, 2020
and available about July, 2020

2) S150 million in available general fund appropriations over 5 years
(FY 21-25) per Plan of Adjustment

3) S50 million appropriation this winter for FY2020 to keep
demolition program going through next year



Blight removal bond issue of $225 million can be accomplished with
no tax increase still allow capacity for future capital projects

650 Capacity for $225 M in Blight Bonds and nearly S450 M in capital over 10 years
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POA provides for $50 million per year for blight elimination

With available surplus, blight budget FY 2021-2025 projected to be allocated as follows:

Tree removal,
commercial corridor
clean up,

lot improvement

Residential Demolition

Commercial Demolition

Other Blight Removal
Total

S30 million
S10 million
S10 million

S50 million



$50 million residential blight appropriation needed to continue (7
demolition program past March, 2020

* 5265 million HHF funding has been fully contracted — last 1,000 HHF demolitions
occurring now.

* City FY2020 Residential Blight Funds have been committed, with 1,000 more demolitions
scheduled through March.

* To continue demolitions April-June 2020 and to start abatement for demolitions to be
done July-September, 2020, need $50 million in additional appropriation this winter.

Proposed sources:

$20 million from one-time, non-recurring 2019 income tax revenue $20 million
Advance FY2021 residential blight appropriation to FY2020 S30 million
Total one-time FY2020 residential blight appropriation $50 million




By June 30, 2020, we project 3,000 more houses will be demolished
and 1,000 more houses will be sold to be rehabbed = ==

23,000 houses remaining
on July 1, 2020

16,000 houses to be
demolished

7,000 houses to be
sold/rehabbed

&

FUNDED & PROJECTED DEMOLITIONS

DEMOLITIONS PROJECTED TO BE COMPLETED DURING FY20 - AUGUST 23, 2019

Funded Demolition Sites




How we will fund Residential Blight Elimination FY 2021-25?
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Sources

Bond Funds 225,000,000

S30 Million General Fund Surplus FY 2021 -2025 (POA) 150,000,000
375,000,000

Uses

17,000 Demolitions/Rehabs at $20,000 each 340,000,000

10% Contingency for additional costs or demos 35,000,000
375,000,000

*While the Bond Issue would authorize $250 million, the OCFO has budgeted to borrow $225 million based on a conservative revenue assumption.



Eliminating residential blight through the removal of 23,000 abandoned 2 |
houses in 5 years is achievable based on current performance

Demolitions

Will allow funding for 16,000 demolitions over 5 years 2021-2025: 3,200/year average

Land Bank historical record 2014-2018: 3,305/year average
Rehabs

7,000 Rehabs 2021-2025 1400/year average

Land Bank historical record 2015-2018: 1500/year average

By applying lessons learned from Land Bank demolition, City can readily accomplish the remaining demolitions
and rehabs in 5 years to eliminate all 23,000 remaining abandoned houses.
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Moving demolition contracting from Land Bank to City procurement will increase iy
opportunities for Detroit and minority companies

* Federal rules prohibited the Land Bank from using local preferences in contracting and have
excluded qualified new companies from participating.

* The City of Detroit contracting process, with City Council approval, has been much more
successful in providing opportunities for Detroit and minority companies.

* DBBs and MBEs completed 50%+ of City demos since January 2018.

Detroit Based Businesses (DBB) Minority Business Enterprises (MBE)

60% 60%

50% 50%
40% 40%
30% 30%
54% 50%
20% 37% 20% 37%
10% 10%
0% 0%
HHF City HHF City
* This proposal would award $375 million in new contracts under this process over the next five

years.
Source: City of Detroit Open Data and Land Bank, Jan. 1, 2018 - Sept. 3, 2019



We are piloting how we bid demolition work
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The City is piloting a procurement process this year based on feedback we heard from
our contractors.

Larger Packages
— Move from packages of ~26 structures to ~90 structures

Capacity determined by # of committed crews to Detroit
— 1 package per crew: Contractors submit names of crew leaders and qualifications at time of bidding

Longer time table
— Move from 120 days to 270 days (Feb 2020 - Nov. 2020)
— Based on confractor feedback

Large procurement timed to maximize production
— 2,400 in bid in the Fall of 2019 for demolition in the Spring/Summer of 2020

Fewer Releases
— Disrupt regular releases in exchange for a large release which should incentivize lower pricing.

Negotiate or remove packages with average price over threshold




Work will be done by Detroit demolition businesses, small and large

Inclusion Strategies City of Detroit Reaches Out to
Set maximum of 6 crews for large ~ Residential Contractors

. by Laura Herberg | March 5, 2018
companies

Push to prequalify all prospective
companies this summer

Provide site visits to new
companies

Pilot special package set asides for
small companies

Reduce bonding requirements to
25% and solely require E-Bonds

Explore joint ventures/mentoring




