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TO:  COUNCIL MEMBERS 
 
FROM:    David Whitaker, Director   
  Legislative Policy Division Staff 
 
DATE:  March 25, 2024 
   
RE:  Detroit Downtown Development Authority (DDA) Report 

 
 
In a memorandum to the Legislative Policy Division (LPD), Council President Mary Sheffield made the 
following observation: 
 
“Detroit has several public authorities that operate alongside, and sometimes, in place of the City of Detroit 
Government. One such authority is the Downtown Development Authority, which many Detroiters are 
unaware of its purpose and function. Originally established in 1975 to spur development in the greater 
downtown area, the question is whether the DDA has achieved its original purpose and is still needed.” 
 
Based on this observation, Council President Sheffield requested that LPD provide a report to Council to 
provide details on the following:  
 
• History of the Authority  
• Historical context of its founding  
• Organizational structure and duties  
• Funding sources  
• Annual budget  
• The process to bring DDA activities under City of Detroit Control  
• The process for dissolution of the DDA 
 
This report is our response to this inquiry. In addition, to address Council President Sheffield’s question 
“whether the DDA has achieved its original purpose and is still needed”, LPD hired the Citizens Research 
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Council of Michigan (CRC) to provide an independent and unbiased expert analysis to address this 
question.1 A summary of the CRC’s findings is located toward the end of this report. 
 
DDA History and Context of its Founding 
 
In 1976, Detroit’s Downtown Development Authority was created under the authorization of the Michigan 
Downtown Development Authority Act, Public Act 197 of 1975, which was repealed in 2018, but 
recodified2 under Michigan Public Act 57 of 2018.3 Detroit’s mayor at the time, Mayor Coleman A. 
Young, urged the Michigan Legislature to create an Act that would assist cities to restore downtown areas. 
Pursuant to the provisions of the DDA Act, upon the recommendation by Mayor Young,  on May 20, 1976, 
the Detroit City Council adopted Ordinance #19-H, Chapter 2, Article 7 of the Detroit City Code, which 
created the City of Detroit Downtown Development Authority. Specifically, it was found by the Council 
in Section 2-2.12: 
 

 
 
This action established the DDA as an entity with an ability to issues bonds for the purpose of initiating 
private development in Detroit’s Downtown area. In addition, the DDA was also established as a 
“Authority,” with the ability to establish a "Downtown district," or a TIF4 district, of which the DDA 
would be authorized to capture the incremental taxes above the baseline property taxes to pay off the debt 
of bonds.  
 
The DDA’s Downtown TIF District was established to provide subsidies that are funded by the increase 
in property tax within the designated TIF district due to the economic activity generated by the 
developments in said district. These TIF collections are used to finance bonds5 that lead to proceeds that 
are made available for economic development projects to catalyze development in Detroit’s downtown.  
 
Organizational Structure and Duties 
 
Pursuant to the Act, the Mayor appoints the charter board of the DDA, and the current Mayor serves as the 
chairman of the board of directors for the Authority.  The DDA provides for a  variety of funding options 
including a tax increment financing mechanism, which can be used to fund public improvements in the 
downtown district and the ability to levy a limited millage  to address administrative expenses.  
 

 
1 LPD felt the Citizens Research Council of Michigan (CRC), a Michigan-based organization with many years of experience looking at property 
tax, tax increment financing, and tax incentive policies, was the best candidate to provide an independent analysis of the DDA and Detroit's 
economic condition. In February 2024, the CRC published a report entitled "An Assessment of Detroit's Economic Condition and A Critique 
of Its Economic Development Efforts". This CRC Report is phase one of the CRC contract, and it addresses Council President Sheffield's 
question of whether there is a continuing need of the DDA and provides an assessment of the City of Detroit's economic condition and economic 
development efforts. In addition, LPD received a request from Council Member Angela Whitfield Calloway to provide a report regarding the 
reform of the current tax abatement structure in the City of Detroit. More specifically, Council Member Calloway requested LPD to 1) perform 
an assessment of the current structure; 2) provide best practices and comparative analysis; and 3) provide policy recommendations. CRC's 
second phase of its contract will address Council Member Calloway's questions previously mentioned. CRC's phase two report 
is due to be provided by June 30, 2024. 
2 Recodify The process of reorganizing or restructuring a set of rules or laws. 
3 RECODIFIED TAX INCREMENT FINANCING ACT (MCL 125.4101 - 125.4915) AN ACT to provide for the recodification and 
establishment of certain tax increment finance authorities. 
4 Tax increment financing (TIF) is authorized by state statute and in Michigan it allows municipalities to promote economic development of 
designated areas and/or property types through the incremental growth of property taxes. 
5 The issuance of the DDA bonds are based on the anticipated increase in tax revenue, or tax increment property tax revenue. 
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Once established, the DDA is required to prepare a tax increment financing plan and may create a 
development plan to submit for approval to the local municipality. A development plan describes the costs, 
location and resources for the implementation of the public improvements that are projected to take place 
in the DDA district. A tax increment financing plan includes the development plan and details the tax 
increment procedure, the amount of bonded indebtedness to be incurred, and the duration of the program. 
The duties of a DDA include carrying out the following objectives for the best interests of the public in 
the defined business district:  • To halt property value deterioration • Increase property tax valuation 
• Eliminate the causes of deterioration • Promote economic growth • Create and provide for the 
operation of the DDA.6 
 
Funding Sources and Annual Budget 
 
The DDA is authorized to fund its activities by an ad valorem tax of one mill on real and tangible personal 
property not exempt by law in the downtown development district and the issuance of negotiable revenue 
and tax increment obligations to the finance the development activities in the DDA. The operating budget 
for the DDA from the Downtown Development Authority’s June 2023 and 2022 Financial Statements7 is 
reflected in the chart below.  Also attached, please find the DDA 2023-24 operating budget. 
 

 
 

DDA’s total income statement for all of its funds as of June 30, 2023, is reflected in the chart below: 
 
 
 
 
 

 
6 downtowndevelopmentauthority.pdf (michiganbusiness.org) 
7 Microsoft Word - dda-23-signed-fs (degc.org) 

https://www.michiganbusiness.org/49478e/globalassets/documents/reports/fact-sheets/downtowndevelopmentauthority.pdf
https://www.degc.org/wp-content/uploads/2023/10/dda-23-audited-fs.pdf
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The chart above shows that as June 30, 2023, the DDA received a total of $71.7 million in revenue from 
the following sources: 
 

• $  1.36 million in property taxes from its ad valorem tax of one mill on real and tangible                                     
            personal property not exempt by law 

• $63.13 million from property tax increment revenue 
• $  7.17 million in other revenue, primarily from parking operations revenue and lease 
                  revenue (rental income and interest income). 
• $71.66 million in total DDA revenue   
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DDA’s total revenue in FY 2023 covered administrative expenses, project costs, professional fees, and 
debt service (principal and interest payments) on DDA bonds.  
 
As of June 30, 2023, the DDA had $571.1 million ($319.4 million principal and $251.7 million interest) 
in outstanding DDA bonds.8 Proceeds from the DDA bonds were used primarily for the construction of 
the Little Caesars Arena located in downtown Detroit. The debt service on these bonds is paid from the 
annual property tax increment revenue received by the DDA from Development Area No. 1 within the 
downtown business district. The DDA bonds are scheduled to be totally paid off in 2053.9  
 

The process to bring DDA activities under City of Detroit Control and Dissolution of the Authority 
 
The process to bring the DDA under City of Detroit control would require the dissolution of the Authority. 
Under the Act, Section 230 (1) An authority that has completed the purposes for which it was organized 
shall be dissolved by ordinance of the governing body. The property and assets of the authority remaining 
after the satisfaction of the obligations of the authority belong to the municipality.10 Before the City Council 
could dissolve the DDA, a determination would need to be made that the DDA had both completed its 
purpose and had satisfied its obligations.  Regarding the satisfaction of the obligations of the authority, this 
is negated by the fact that the DDA anticipates needing more than $571 million to finance bonds pledged 
against tax capture. This suggests that the DDA could not cease operations until at least 2053 at the earliest. 
 
Council President Sheffield’s question, “whether the DDA has achieved its original purpose and is 
still needed” 
 
As denoted in footnote 1 of this report, the Citizens Research Council of Michigan (CRC) published a report 
in February 2024 entitled "An Assessment of Detroit's Economic Condition and A Critique of Its Economic 
Development Efforts", which provides an independent analysis in addressing Council President Sheffield’s 
question of whether the DDA has achieved its original purpose and is still needed. 
 
A summary of CRC’s findings from this report is as follows: 

• Detroit’s economy has improved substantially since it filed for bankruptcy a decade ago, yet the 
city still has serious socioeconomic problems that, when combined with high property tax rates, 
make it hard to attract and retain businesses. 

• The property tax rate is one of the handful of costs to do business that the city controls, and to 
reduce that cost and subsidize what may otherwise be unprofitable investments the city offers tax 
business attraction incentives—tax abatement and improvements funded through tax increment 
financing. 

• After nearly 50 years of granting tax abatements and using tax increment financing to provide 
improvements in the downtown areas, it could be hoped that conditions in the city would have 
improved sufficiently so that their use would no longer be necessary. 

• A cursory analysis of the cost of locating in the city and the revenues businesses can expect to 
yield reveals that a gap continues to exist stacking the deck against the city for business 
attractions. Detroit can ill afford to cease the use of tax abatements until the gap between costs 
developers face and return on investment is closed. 

• The city has multiple reasons to end the Downtown Development Authority and resume the 
distribution of the collected property tax revenue to the taxing jurisdiction. All of those reasons are 
negated by the fact that the DDA anticipates needing more than $571 million to finance bonds 

 
8 DDA annual financial statements as of June 30, 2023. 
9 Ibid. 
10 Act 57 of 2018 MCL 125.4230 Michigan Legislature - Section 125.4230 

https://www.legislature.mi.gov/(S(k0en0ag5sekm424xkwfer1h0))/mileg.aspx?page=getObject&objectName=mcl-125-4230
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pledged against tax capture. This suggests that the DDA could not cease operations until at least 
2053 at the earliest. 

Please contact us if we can be of any further assistance. 
 
 
Attachment: DDA 2023-24 Budget 
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