550 W. Fort Street
General Info

Designed by Smith, Hinchman, and Grylls and erected in 1916

Originally served as The Detroit Saturday Night Building. The Detroit Saturday Night was a
weekly paper, similar to the Saturday Evening Post

The building is zoned as B5, and is located within the Central Business District. Parking is
therefore not required

The building is adjacent to/directly south of the Fort Shelby Hotel Local Historic District
Property owner also owns the Fort Shelby Hotel Local Historic District

2018 Timeline

In December 2018, the owner approached Detroit Historic District Commission (HDC) staff with a proposal to
demolish 550 W. Fort and establish new parking spaces for condo units that are located at the upper stories
of the Fort Shelby Hotel Local Historic District. Note that the Detroit HDC must be notified and given the
opportunity to provide comment re: whether or not the proposed demolition and parking lot will adversely
affect the adjacent Fort Shelby Hotel Local Historic District. This proposal is not subject to delay once the
HDC has been notified

In December 2018, the owner met with Planning and Development Department (PDD) staff to discuss
alternatives to demolishing the building

The HDC reviewed the demolition proposal at the December 12, 2018 regular meeting and provided
comment/their opinion to the Mayor and City Council re: the effect that the proposed demo & new parking lot
would have on the adjacent Fort Shelby Hotel Local Historic District (see the attached)



550 W. Fort Street
2019 Timeline

* In January 2019, the property owner postponed the building’s demolition and agreed to meet with PDD staff
and the PDD Director to discuss alternatives to demolishing the building

* Please see the attached document. After several meeting with PDD staff and the PDD Director, the applicant
has determined that it is not financially feasible to retain the building at 550 W. Fort

» With the submission of the attached document, the City of Detroit Law Department and the property owner
are notifying the Detroit HDC that the property owner is seeking to pull a permit to demolish the building
located at 550 W. Fort






BUILDING FOR DETROIT SATURDAY NIGHT
SMITH, HINCHMAN & GRYLLS, ARCHITECTS
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HDC's 2018 Comment to the Mayor and City Council re: the effect that
the demo will have on the adjacent Fort Shelby Hotel Local HD

2 WOODWARD, SUITE 808

DETROIT, MICHIGAN 48226
CITY OF DETROIT PHONE 313-224-6536

HISTORIC DISTRICT COMMISSION FAX 313-224-1310

REPORT TO MAYOR DUGGAN
AND
THE HONORABLE DETROIT CITY COUNCIL

REGARDING THE PROPOSED DEMOLITION AT 550 W. FORT,
ADJACENT TO THE FORT SHELBY HOTEL HISTORIC DISTRICT

Pursuant to Section 25-2-7 of the 1984 Detroit City Code, at their regular meeting on
Wednesday, December 12, 2018, the Detroit Historic District Commission reviewed the
submitted proposal and determined that the proposed demolition will have a negative
effect on the adjacent Fort Shelby Hotel Historic District.

REPORT



REPORT

CoLEMAN A. Young MuniciPaL CENTER
2 WOODWARD AVENUE, Suite 500
DeTROIT, MICHIGAN 48226-3437

=) PronE 31322244550
PZ& Crry oF DETROIT Fax 31322425505

LAW DEPARTMENT WWW.DETROITML GOV

MEMORANDUM

To: District Historic Commission

Cc: Hon. City Council, Arthur Jemison, Garrick Landsberg, Pamela Parrish, David
Bell, Ray Scott

From: C. Raimi —deputy corporation counsel (/1

Date: October 7, 2019

Subject: Legal opinion regarding demolishing of 550 W. Fort Street

Dear Commissioners:

As you are aware, the disposition of the building located at 550 W. Fort Street
(also known as the Detroit Saturday Night building) has been a matter under
consideration by various departments in City government for some time. Late last
year, the developer filed an application for the building’s demolition. HDC was
notified of the application and on December 12, 2018, held a public hearing on the
subject at which members of the public expressed their views.

At the City’s request, the developer did not pursue demolition at that time but,
rather, entered into discussions with the City’s Planning and Development

—Department (PD&D) in an effort to determine if 1t was possible to save all or part of
the building. Various scenarios were evaluated, the most significant being
restoration of the front 1/3 of the building with demolition of the remainder. After
considerable deliberation and due diligence, the Administration determined that
preservation of all or a portion of the building would not be possible.

This memo’s author was not aware of the City Council’s interest in this matter
and mistakenly authorized BSEED to issue a demolition permit prior to presenting
the issue to City Council. The permit was dated September 19, 2019. The author
has now apologized to City Council for that error. Further, BSEED issued a
temporary stop work to preserve the status quo pending consideration by City
Council. Both the 9/19 demo permit (“Permit”) and the stop work order are
appended to this memo.



On Tuesday October 1, the matter was discussed at length by City Council.
Prior to that meeting, City Council was provided with a memorandum explaining
the Administration’s reasons for concluding that it was not possible to save all or a
portion of that building. In case you did not previously receive the memo an
additional copy is appended hereto.

At its October 1 meeting, City Council denied a motion to appoint certain ad
hoc members to the Historic Designation Advisory Board in connection with a
proposed study for a 550 West Fort Iocal Historic District. It also approved
demolition of the building. Absent reconsideration by the Council within 4 business
days, Council’s decision will become final on Tuesday October 8.

It has come to my attention that when the Permit was issued on September 19,
BSEED neglected to provide a copy to HDC pursuant to Section 25-2-7 of the
Detroit City Code. That section requires BSEED to inform HDC upon receipt of a
proposed project that is immediately adjacent to a designated historic district. HDC
then has up to 60 days to report the demonstrable effects of the proposed project to
the mayor and city council,

However, as stated above, HDC previously received notice of the proposed
demolition. And HDC is herewith receiving notice of the September 2019 Permit.
But in each case, HDC’s role is to advise the decision-makers, Mayor and City
Council. In this unique situation, both the Mayor and City Council have been fully
advised and have approved demolition. It is our opinion that further delay in
proceeding with the demolition would pose significant risks to the City and the
developer, and would violate Sec. 25-2-7 which provides “nothing in this section

shall-be—construed to diminaish the rights and powers held by the mayor and city
council with respect to such project activities.”

For those reasons, if Council does not seek reconsideration prior to October
8, we will advise BSEED to lift the stop work order so that the demolition can
proceed,






CoLEMAN A, Youns Municiear, CENTER

2 Woonwarp Avenuz, Surrs 500

DEetrOIT, MICHIGAN 48226-3437
ProuE 31322444550

2 CiTy or DETROTE Fax 31322445505

”  Law DEPARTMENT WWW,DETROITML GOV

To: Hon. City Council “
Fr: C. Raimi, deputy corporation counsel &M
Ce: Arthur Jemison, Pam Parrish, David Massaron
Re: Fort Shelby — 550 W. Fort St

Dt: September 27, 2019

The purpose of this memorandum is to provide City Council with the reasons
for the administration’s recommendation to allow demolition to proceed at 550 W.
Fort. Supporting documents are attached.

BACKGROUND

In 2007, the City made an $18mm HUD 108 loan to assist the developer
(MCP) in financing renovations for the Fort Shelby Hotel. The City is in 2d position
behind a roughly $18 mm loan by GRS for the hotel. The entire principle balance on
both the City and GRS hotel loans (plus interest on the City loan) remain due and
owing., The GRS loan, which has been extended several times, comes due in
November 2019. GRS provided a separate loan for the residential (condominium)
units that are part of the Fort Shelby project. Sales of those units, and payment of the
GRS loan, have been impeded by the parking issue discussed below.

THE 550 W. FORT ISSUE

MCP has for many years owned an adjoining property at 550 W. Fort. At all
times since MCP first presented the project to the City in 2006, MCP has planned to
demolish the building on the property and use it for parking for the condominiums.
The City was fully aware of the developer’s intentions. 550 W. Fort is adjacent to
but is not now and never has been an historic district,

MCP has advised that demolishing the building is critical to the project to
create parking for condominium owners. This would not be a public lot — it would

be enclosed and landscaped for use by the owners.

MCP applied for and was granted a permit in December 2018 to demolish the
building. MCP had arranged to pick up the permit after the holiday break. At the

1



City’s request, MCP voluntarily held up on demolition pending discussions with the
City’s planning department, The administration was concerned about another
parking ot in the City.

Ultimately, after many months, Planning suggested that the front 1/3 of the
building could be saved with the rear portion used for condo parking. The author of
this memo, who had not previously been involved with the 550 West Fort issue
(rather, only the HUD 10§ issue) was asked to analyze and provide a
recommendation for the proposal.

There were fatal problems with the proposal. It would still leave a number of
condos with no on-site parking. Further, attempting to save 1/3 of the building would
result in significant additional costs estimated to be in excess of §3 million.

Assuming it was possible to save 1/3 of the building that would leave, under
the most optimistic scenario, about 9,000 rentable square feet. MCP, in consultation
with CBRE, Colliers, and Cushman & Wakefield’s downtown office leasing
brokers, put together a financial analysis of the remaining property. The analysis
concludes the remaining building would not be financially viable.

It has been assumed that the $3+ million in additional costs would be paid by
the City, which would then obtain tile to the remaining one-third of the building.
But there is no apparent source for such funding and, as mentioned, it appears the
building would not be financially viable.

More recently, Planning suggested yet another approach which would cost
roughly $1.7 million but would not allow MCP to provide parking to many condo

@_wn@rs,_—inelﬂdi-ng-many"wh0--aiready- have purchased their unit with an easement for
on-site parking. That is not a feasible or realistic proposal.

The stalemate over 550 W. Fort has now stalled progress for almost a year on
GRS obtaining payment of both the condo and hotel loans, and the City’s to work
out the HUD 108 loan. MCP has been adversely affected. It has not been able to
provide on-site parking for many owners who purchased their units with on-gite
parking. Lawsuits have been threatened. MCP has been paying thousands of dollars
every month for valet service. |

Finally, MCP has considered the possibility, if financing were available, of
erecting a structure on the 550 W. Fort site with retail on the ground floor and



parking above. Attempting to save all or some part of the building would foreclose
that possibility.
It was for the foregoing reasons that Law recommended, and the

administration agreed, to allow MCP to proceed with demolition of 550 W. Fort.
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SEPTEMBER 6, 2019 MEMO
FROM FT. SHELBY DEVELOPER RE HISTORY OF THE PROJECT

I'am providing a summary of the history of the original 2006 plan to remove the 550 Fort Street
Building and provide a private, landscaped, secured parking area proving only 56 parking spaces

parking and is restricted to only Condominium owners, Each space (1 for each owner) is in essence

We originally designed a parking garage that we anticipate building on the surface parking atea at
some future point in time that wi]l further enhance the entire residential, hotel properties, and
neighborhood. Without the removal of the 550 building this future development will not be
feasible.

I have attached the ADAMO and Ram Construction services proposals and the Adamo includes
several aerials of the parking ot and building that show the demo and remaining portion of the
building. Also attached are the photos of the building and current parking lot which show the issue
of lack of parking for condominiums,




550 FORT STREET ANALYSIS

structure in an elegant hote! anhd conference.facility. MCP, followingthrough with their original plans to
provide the required parking for the Fort Shelby Residence, submitted for a demolition hermit to demolish the
550 Fort Street building and provide the parking required for these buyers, The Historic District Cormmisslon,
[n an advisory capacity, recommended against the demolition, even though the bullding does not appear on
any historic register, and It was always intended to be replaced with parking.

demalish this building, which proceeds are being used to retire the General Retirement System (“GRS”) debt,
and the refusal of the parmit ig and will cause severe hardship to the project, the GRS and the City,

The City has asked MCP to provide an economic analysis of the cost impact to retain 1/3 of 550 Fort Street in
lieu of its full demolition, The ollowing is a summary of the cost that Js required for the cendominium sales
and expenses to bring the 550 West Fort building to a safe condition, The total cost of $3,037,000 js required
as a cash payment prior to commencement of demolition, Please also note that any reductien in the
condominium sales pricing will require GRS approval. '

SUMMARY ESTIMATE
Fort Shefby Parking Requirement 56 spaces

Total Parking Spaces Provided forgrep— @2y Va gﬁ&lﬁ@(lg*ﬁ Yeve YU Zaces 34 spaces

The foss of 12 pa rking spaces will hegatively impact 12 conidium units $960,000
requiring a reduction in theijr purchase price. We are also bound by the
)
N v R
condos that we are obligated to meet. These obligatlons, as well as the ¥
oy
negative impact on the sale of these units, wouyld result in a required cash by @

reimbursementof $80,000/unit ; [
— H—“*M“—“ﬁﬁ— TR
Partial demolition of 550 Fort —premium cost increase for partial demo $200,000

Reconstruction of the back wall and restoration of the front fagade B 32,00_0 -
—e M

Bring 550 Fort to {ife safety standards in AS-IS condition {l.e, bring utilities $320,000 =
back to building, sprinkler system, heat to prevent freezing sprinkler lines,
emergency lighting, windows and roofing to ensyre watertight,

—

5

¢7

%:H;g

" meh r:.f‘.
Convert to Office Space 41,125,000 + E
————e - e —— -
Restricts future devefopment opportunitios TBD

. T

Total Incremental Casﬁ_Required ' 53,037,656

._MM%W_H%N

The intention would be to turn the building éver to the City, who would then be responsible for maintaining
the exterior, h eating system to prevent the sprinkler lines from freezing, and establ' hi
program,.




CONSTRUCTION SERVICE:S

March 20, 2019

Gateway Investment Partnars
Y60 Narth Frankiin Stragt

Sulte 160 _

Chicago, lllinois 60606

Attention:  Ms. Paméla L. Opyd :
bepyd@ten vadvisorslle.cony

Rez - 550 West Fort Stret |
Three (3) Story Offive Building
Bxtterlor Ficade Restoration and
New Masonry Back Wall

Dear Ms. Opyd:

I answer to
thirds 2/3) has

third (1/3) of ¢

your request, after the dernl

tion of the rear section {approximately 1wy

beer complated; we will £erm plete the following wark to the remalning one

he building,

Balow s our proposed scope of works:

*  Dispatch manlifts and g su_&ipém‘fe_d scaffold

¢ On the sobth, east and ‘wast elevations we shall complete the fallowing neceksary
required repairs;

&

Necessary Tuckpointing

L0 o o o

'8

* On the vear {(nonth wol) we wil
andd grouted, Face brick w

719 Crlawold Sulfo 50 Diteit, MI 45226

Necessary Concrote Repairs
Necessary Brick Repair
Underside Soffir Repalr
Necessary Terracotta Repair
Patching and Epoxy Conting
Extarlor-C leaning

| construct a masonry blotk biick-up wall covered
with a face briek tlosaly matching the axtiting, M

asonry block will be relnforced

Il be anchored to the masonry hlock,

At Egual Oppartunity Eirrplayer

~ PhosE (313) DES6750 o Fox (A1) BOE-5743 - Welilter .E?MYJMW%&LE%HMME&%@HA

.



P Clean-up and removal of all equipmant,

A budget mumber for all of the abava discussed work is...
If you have any questions, please feel froe to CONtAct mea,
Very tuuly vours,

“RAM Sonstructlon eryices of Michigan, Inc,

Prastdent
KTty Uiy

e 3431, 580.00

A9 Griswld Suite:250.- Ditéokt, MY 46226 - Phoiis (318) 9684740 - oy i3 13) 9556743 ~ Wolssites SONLAO gl g

An Equaf Qpporiunity Eviployer



RETROTY, M1

25,19

Acquisition Price -

Parttal Demalition 200,000
Reconstruction of Back Wall 432000
Life Safely. U, Roef. gre, 320,060
Renovation Copts L125,000
Tenant g, Allowancs 360,000
Leasing Commissions 74,250

“Tfi’ ”- 0‘

st -Per Satare Foop

Gross Renit 9000 ESF  ga00 HiSE 198,000

Less: Vacaney & Othar Lossas B9 (9,900
Less: Instirance & Cther Expensas (22,500)
Less: Real Estate Tases I 5.000)
Net Opertling income - Stabifizec] ‘—155.755"(;
Less! Capital Raserves (9.600
Cash Flaw 111600
Reetinrs on Tvesteant Coss &4
Met Qperating bycome - Stabilized 120,600
Cop Rate 8.0%
Grogs Stabilized Valye 1507500

Less: Cost of Spje z.m (30.150)
“NapValuo Criatedriiniy 5 o0 ey
Valie Bor Seprare Foob

# Low Amnual Retury - Redevelopment of the 550 Fort Street building is not

economically feagible, The cost iz appeoximatoly $2.5 milljon with a stabilized Nof
of $130k. This results i 4 4.4% 1otum on investment in gy environment wherg the
oxpectation is 8% to 11% for Detroit CBD oftice propertics.

® Lost Opporta nity - If we dor't Follow the original Fort Shelby redevelopment
plan for the private parking ares for the condomininy residents, we will ot be able to
redevelop the paiking area into n parking garaga which cotld inolude girept activation

P Losi Value iy Condom infiamns - 1L 550 Tort Sirepy were only partially demolished,
the condomiuivms would be 12 parking spaces short, The condominfums without
dedicatad parking would be greatly diminished in valge and wonld sel] very slowly,
These sales proceeds are needed in order to pay back the Generm] Retirement Syster

MCP DEVEL OppENT LLCFORT SHELBY L1.c

EXHIBIT

{ gx._i |
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Gity of Defroit
Bulldings, Safety Engineering and Environmental Department
Building Division
Coleman A. Young Municipal Center

;,3 L _ 2 Woodward Avenue, 4th Floor, Suite 408, Detroit, Michigan 48226

= {313) 224-3202
DEMOLITION PERMIT
SITE ADDRESS: | 550 - 0 FORT PERMIT NO.: DEM2019-04215
PARGEL NUMBER: 0400016 SECTOR: APPLIED; 09/19/2019
LEGAL LAND USE: ISSUED: 09/19/2019
TYPE OF USE: Commercial EXPIRES: 03/17/2020
WORK DONE BY: Wrecking Contractor Class A Unrestiicted Dangerous Building ID;

PERMIT DESCRIPTION:  WRECK AND REMOVE COMMERCIAL BUILDING, BACKFILL AND REGRADE LAND

BLDG TYPE CODE: 3B - MASONRY (FP 260) STORIES: 3 cuBliC Ff.: 281,250 DASEMENT: Yes

BETWEEN: Betwean and

LOT NO.; SUBDIVISION: 0400016

OQwner Appligant 1 Contractor

Fort Shelby Holding Co Adamo Demo Adamo Demo

5256 W. LAFAYETTE BLVD 320E7 MILERD 320 E 7 Mile Rd

DETROIT MI, 48228 DETROIT MI, 48203 Detroft, M 48203

Fees
Type Date B Amount
Wrecking Permit - exceeding 30,000 cu ft 09/19/2019 $909.16
Total: $909.15

Minlmum 24 Hour Notlea Required For All Inspections
Uninspetted pormits explre within 180 days.



9 BULDINGS, SarEry ENGINIERING AND ENVIRONMENTAL DHEPARTMENT DrrroLT, MICHIGAN 48226
ADMINISTRATION WWW.DETROITMEGOY

CoreMan A, Young Mumicivan, Cenrer
Crry or Dereorr 2 WoODWARD Avinve, Fourth Froon

NOTICE OF TEMPORARY REVOCATION AND STOP WORK ORDER WITH
RESPECT TO DEMOLITION PERMIT DEM2019-04215

To: Fort Shelby Holding Co, Owner
525 W. Lafayette Blvd

Detroit, MI 48226

Adamo Demo, Applicant

320 E. 7 Mile

Detroit, MI 48203
Re: Property address - 550 W, Fort, Detroit, M1 (“Subject Property”)
Date: September 26, 2019

PRELIMINARY FINDINGS

1. In December 2018 Owner/Applicant applied for a demolition permit for the
Subject Property. Pursuant to City Ord. 25-2-7, notice was provided to the Historic
District Commission (“HDC?),
2, HDC held a public meeting.

3. A demolition permit was not issued at that time,

4. On September 19, 2019, permit DEM?2019-04213 (“Permit,” copy attached
attached) was issued by the City of Detroit Buildings, Safety Engineering and
Environmental Department (“Department”).

5. No additional notice was provided to HDC.

6. Questions have been raised concerning the legality of the Permit,



NOTICE OF TEMPORARY REVOCATION AND STOP WORK ORDER
NOTICE IS HEREBY GIVEN that the Permit shall be revoked, and a stop
work order issued, for a period of thirty (30) days, on the grounds that the Permit
may have been issued in violation of City Ordinance. Unless extended in writing,
this Revocation/Stop Work Order shall expire on October 26, 2019.
NOTICE OF OPPORTUNITY TO CONTEST THIS NOTICE

If you wish to contest this notice, you may contact:

Raymond Scott, Deputy Director of the Department
Telephone 1 (313) 471-5108

A prompt in-person hearing will be arranged,

Sincerely,

David Bell, Director
Buildings, Safety Engineering and Environmental Department
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