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Request of Ford Motor Company for a Michigan Strategic Fund (MSF) Renaissance
Zone (PA 376); Obsolete Property Exemption (OPRA) (PA

Commerciai

Rehabilitation Exemption (PA 210); and a Neighborhood Enterprise Zone (NEZ) (PA
147) (Recommend Approval) PUBLIC HEARINGS

The following is the Legislative Policy Division’s (LPD) Fiscal Section’s review of the Ford Corktown
Investment Project. The project will include development of a total of 1.2 million gross square feet of
office, retail, parking, and residential space across five sites within the Corktown neighborhood. ! These
properties are projected to provide a workplace for 5,000 workers. The aggregated total investment for
this project is estimated at $738 million. The total value of the Ford Corktown Project incentive structure

is as follows:?

FINANCIAL CATEGORY CITY SHARE
Estimated Gross Benefits before tax abatement $640,139,374
Total Estimated City value of RenZone (571,231,343)
|Total Estimated City value of OPRA (58,552,104}
Total Estimated City Value of NEZ (51,126,630}
Total Estimated City Value of PA 210 (54,014,699}
Estimated Corporate Income Tax Exemption (57,209,828)
Estimated Utility Users Tax Exemption {57,880,257)
Estimated Personal Property Tax Exemption ($3,449,573)
TOTAL VALUE OF INCENTIVES 1$103,464,434)
Less cost of services & utility deductions (5165,923,121)
NET BENEFITS $370,751,819

OTHER INCENTIVES
JURISDICTIONS TOTAL
$363,773,631 | 51,003,913,005
(615,204,252} | ($186,435,595)
{$10,211,573) | (518,763,677}
($1,807,314) | ($2,933,944)
(54,527,158) | (98,541,857)
N/A (57.209,828)
N/A {$7.880,257)
{$3,821,538) | ($7,271,111)
$135,571,835) | ($239,036,269)
$140,476,078) | (5306,399.199
$87,725,718 | $458,477,537

CITY % OF TOTAL
INCENTIVES

38.21%
45.58%
38.40%
47.00%
100.00%
100.00%
47.44%
43.28%

! The 1.2 million square feet includes the Michigan Central Station & Parking deck at 650K sq. ft., DPS Book
Depository (2231 Dalzell St.) at 273k sq. ft., The Brass Factory 240K sq. fi., The Factory Building (1907 Michigan
Ave.) 50K sq. ft. and the North Michigan Ave. Parking Deck. A map of these sites is included in the report.

? Other Jurisdictions include, Wayne County, DPS, State Education, DDA and DIA
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Approximately half of the planned 5,000 employees are to be hired as direct Ford employees and half as
employees of Ford's supplier firms, utilizing leased or other space in the Ford Corktown buildings.

The Michigan Renaissance Zone Act (Public Act 376 of 1996) '

The largest and most extensive of the four incentives that Ford is seeking is the Michigan
Renaissance Zone (PA 376) incentive.* Within this Ren Zone request, all property taxes are
abated with the exception of debt mills for a 30 year period. In the final 3 years, the abatement
phases out in a declining manner to 75%-50%-25%. Additionally, corporate income taxes, utility
users taxes, and City income taxes on residents within the Ren Zone are exempted. However,
Ford has agreed to exclude any residential parcels from the Renaissance Zone benefits.
In addition, Ford has requested to space out the activation of the Renaissance Zone, to
coincide with the project’s completion.

Enacted in 1996, this is an Act to encourage commercial, industrial, and residential
improvements in economically distressed areas in the State. The Act was designed as an
innovative approach to encourage business and residential development in economically
depressed neighborhoods.® The requested Ren Zone abatement is for 30 years.

In its Renaissance Zone application, Ford was asked to and answered several questions which
are of note to City Council. Several of the application’s key questions and answers are the
following:

MICHIGAN RENAISSANCE ZONE PROGRAM

MSF Designated Renaissance Zone
Part 2 - Description of the Project
A. Describe In detail the history and bachground of the company.

Ford Motor Compairy ks a 115-year old global company based in Dearborn, Michigan. The company designs,
nmanulfactures, markets and services 2 full line of Ford cars, truchs, SUVs, electrified velticles and Linoodn lusury
vehicles, provides financia) services through Ford Mator Credit Company and (£ pursulng leadershilp positions in
electrification, autanampus vehichss and mobility solutions. Ford and It afflliatas employ approdmately
201,000 people worldwide.

3 The Michigan Renaissance Zone Act (Public Act 376 of 1996) MCL 125.2681 et al

* The total estimated City value of Ren Zone: $89,771,001

5 The exclusion of any residential parcels from the Ren Zone benefits is codified in Section 3 (e) of the Ren Zone
Development Agreement attached to Planning and Development Department’s (PDD's) Ren Zone request dated
September 24, 2018 recently submitted to City Council for consideration.

6 A City, Village or Township that contains an eligible distressed area and as defined in Sec. 11, of the State
Housing Development Authority Act ol 1966, 1966 PA 346, MCL 125.1411
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punctuation, ete.

No 0 or Yes (4

B. 1s the Company who I obilgating itsell to the Investment andfor job creation, registered with Michigan's
Dapartment of Licensing 8 Régulalory Aflairs {DLARA), to conduct business In the State of Michigan? (I7

not, the Company will need o be registered in order for consideration of the Renalisines Zone). Please

make sure all represeniation of the Company I3 exaclly as the regisiralion with DLARA, including carrect

nacedsary infraslmucture improvemsants, elc,

C. Describe the Project, equipment to be purchased, lype of bullding Lo be constructed or purchased and any

investrent project.

Michigan Central Station ("MC5") and today slts vacant and rapidly deteslorating. Ford™ plans include Rs
Investrment fin MCS as wedl as a number of bulldings ar vacant parcekls In the Corktown nelghbarhood, The
complated project will include rehabilitation of the histarlc MCS, the adjacent DPS Book Depasitory/Post Office
hullding, as well 25 construction of new parking decks and addilional office/laboralory space to support ils
bRy Initiatives, including its autonomaous and electrified veldcle develapment efforls. The overall
devedopment I3 expected to supporl 5,000 permanent jobs; approximately half of which would be direct Ford
employees and the olhar hallf fram associated Ford supplier firms as well as local retall and restaurant
oppostunities and jobs within the Ford budidings. Estimated dly income tazes from the Incréased Corktawn
employment, upon compietion of the project, are In excess of §$7.5 millionfyear. Ford Molor Casmpany, thirough
s wholly-owned real estale development subsidlary (Ford Land) will acquive, rehabililate andfor construct the

Project facilities over the course of the next 5 years.

The Renaissance Zone development project would include rehabllitation of obsolete Luildings that sit vacant
and rapidly deteriorating due Lo waather and other conditions. The project would require refiyvation of the
exterior of the structure in keeping with standards for historic structures a8 wedl as modernization and
improvement to the hulkfing's meachanical, striactural, plumbing and electrical functional and Infrastructure
companents. Demollion and rehahliRation of unsale or non-historically correct masoary, concrete are roof
structures Is required. In addition, demolition of structures and remedlation of existing Lincobn Brass Works
factory site will be completed and a new coinmercial office/laboratory facility structure will be constructed on
the sdte. Ford's newly-acquired ste, "The Factory™ al the corner of Rosaa Pasks Bivd, and Michigan Ave_ I
Included in the averall developmant plan in the requesied Renaiscance Zane araa, along wilth construction of
pasking decks to support the employment in the office facliities. Further, it s coaternpdated that the Project will
he a catakyst far additional renavation and development of adjacenl or nezsby properties that are currently
under-ulllized or obsolete. The requested Renalsdance Zone should encompass the Corklown 2reas described
[ Mg altached map to suppart further development nol already contemplated In this $738 milllon Ford

D. Identily the types of aclivities that will occur In the proposed MSF Datignated Renaissance Zons.

The Fard development would 20d a total of 1.2 millien square feet of rehabifizted or new comemnercial
ofMiceflaboratory space with retall and public spaces to Corktown by 2022. Upon completion, the MCS property
will be utilized as a commerclal office buiiding, with publicly-accessible retall in the Grand Hall on the main
flcor, offices in the tower, with a smail amount of residential property being assessed for tise tap foars of the

tower,

E. What ig the expecied total private dollar Investnient?

(buflding and equipment, etc.) $738,000,000
F. Tmen will Invastment far this project be completed? | 12/3172022
Tavestment Per Year
157 Year 2 Yaar 3 Year 4% Year 5 Year
Real~Mew | s $ $ $ $200,000,000
?x::{r;umnu $ $ $ $ $425,000,000
:,"r':; ;:;’”“” $ $ $ $ $113,000,000
TaTAL $ $ $ $ $738,000,000
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Neighborhood Enterprise Zone Act (Public Act 147 of 1992)

The second of the four incentives Ford is seeking is a NEZ incentive.® 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.

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.

The duration of the requested NEZ is for 15-year period. In years 1-12, the taxable value is
frozen at pre-rehabilitation values and taxed at current total millage rate. The exemption phases
out during final 3 years."”

In a letter dated July 23, 2018, in regard to the NEZ application of Ford, the City of Detroit’s
Finance Department Board of Assessors indicating the project was eligible for a NEZ
designation:

The Office of the Chief Financial Officer, Olfice of the Assessar, has reviewed the request from Ford Motar Company
proposed Michigan Central Station Neighborhood Enterprise Zone, generally located botween 14" Street and
Vernor at Dalzelle Streat in the Corktown area of Detroit.  Ford Motar Company’s proposed plan is to rehabilitate
the histaric Michigan Central Station property to include a commertial office bullding with public and retail space on
the first Aoor and develop residemtial property on the top floors of the tower.

The rationale for creating NEZ projects under PA 147 of 1992, as amended, must be based on Lhe anticipation of
market value added to the neighbarhood upan completion of new construction and/or significant rehabilitation of
existing housing stock,

The proposed area consists of the 17 story vacant qualified histaric Michlgan Central Station office building, bullt in
1914 with 646,236 square feet of building area. The proposed area also consist of 3 vacamt 3 story storage
warehouse, built in 1969 with 204,300 square feet of building area, parking lots and vacant land. The developer plans
a camprehensive rehabilitation of the Michigan Central Station building into 3 mixed-use development to intlude
eommercial office building space with public and retail space on the first floor and appsoximately 40 residential
condominium units on the top floors. Renovation will include the exterior fagade of the structure according to
standards required for historic structures as well 2s modernization and improvements to the mechanical structural,
alectrical and functional componjnls. pemolition and rebabilitation of uasafe or hon-historically cprrect masonry,
concrete and roaf structures is required. The current True Cash Value of the proposed arca is $900,000 and contains
approximately 26.752 acres of land. The True Cash Value of this area would be expected to increase due 10 the
rehabilitation and ¢onstruction.

Upon review, it has been determined that this proposed district located in the Corktown District is eligible for
designation as a Neighborhood Enterprise Zone per PA 147 of 1992, as amended.

% The total estimated City value of the NEZ: $1,126,630
? As defined in Section 2 (k) MCL 207.772
10 Total estimated City value of NEZ abatement: $1,126,630
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NEZ Parcels "

Parcel Number | Property Owner Name Current Use 2018 TCY | Taxable Acres
Address Value

10005873.002L | 2001 15" 5t New investment Vacant 17 5465,600 | 5180,283 4997

Properties 1 LLC Story OFfice
Bullding

10005308-9 2231 Dalzelie | New Investment Vacant 3 $434,400 | 574,147 2948

Properties 1 LLC Story Storage
Warehouse

10008502, 2270 20™ S5t City of Detrolt PEDD Parking Lot S0 50 b.150

10007940-52 2253 168" st MCRR Ralfroad Parking Lot 50 S0 1280
Company

10007192 230818"™51 | MCRR Rallroad Parking Lot 50 S0 1394
Company

10007086, 2301 177 St MCRR Railroad Parking Lot s0 S0 1427
Company

10005873.001 2091 15" 5t Penn Cent Trans Co Parking Lot S0 50 432

10006497, 2031 168%™ st MCAR Railroad Railroad Land S0 S0 1269
Company

10006600, 2320 17% St MCRR Railroad Railroad Land 50 S0 9RS
Company

100059G6-81 1704 16" St MCRR Railroad Rallroad Land $0 50 2697
Company

10000168. 2204 Bagiey | City of Detroit PROD Vacant Land 50 S0 .038

10004837, 1501 Wabash | Delroit Housing vacant Land 50 S0 3138
Commission

Obsolete Property Rehabilitation Act (OPRA)

The third and fourth of the four incentives sought by Ford, are the Obsolete Property
Rehabilitation Act (OPRA), PA 146 of 2000 and Commercial Rehabilitation Act, PA 210 of
2005 abatements. Under an OPRA, current taxes frozen at pre-rehab values and improvements
are taxed at 24mills (school operating mills and State Education Tax), local taxes abated; up to

12 years.'* Properties must meet eligibility requirements including a statement of obsolescence
by the local assessor.

In a letter dated September 10, 2018, in regard to the application of Ford for two OPRA
certificates, the City of Detroit's Finance Department Board of Assessors indicating the
project was eligible for the OPRA certificates:

|

The Office of the Chief Financial Officer, Office of the Assessor, has reviewed the two proposed Ohsolete Property
Rehabilitation certificate applications for the properties located at 2201 15™ Street and 2231 Dalzelle Street in the Clty of
Detroit.

Ford Motoe Company plans to rehabilitate the 17 stary vacant qualified historic Michigan Central Statlon office building at
2001 15™ Street built in 1914 with 646,238 squate feet of building area on 4.997 acres of land and Lo rehabilitate the 3
story vacant storage warehouse formerly a Post Office / Book Depasitary Buidding at 2231 Qalzelle Street built in 1969 with
204,300 square feet of building area on 432 acres of land. The developer plans a comprehensive rehabilitation of the
Michigan Central Station building at 2201 15 Street into a mixed-use development to include commercial office building
space with public and retail space on the first floor B9% of the building and approximatety 40 proposed neighborhood
enterprise zone residentlal condominium units on the top Noors, 11% of the building. Ford also plans to rehabilitate the
former Post Oflice / Book Depasitory Building at 2231 Dalzelfe Street to be used for a commercial office building.

I Finance Department Board of Assessors, letter dated July 23, 2018
12 Total estimated City value of OPRA abatement: $8,552,104
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This praparty mocts the exiteria set forth under PA 146 of 2000, as amended, It applies to blighted, tunctionally cbsolete anc
rantaminated properties. “Rehabilitation,” meaning that changes to qualified facifitics that are required to restore or modify
the property, together with all appurtenances, 1o an economically efficient candition.

Renovation will include the exterior fagade of the structure according to standards required for historic structures 3s well &
modernization and improvements te the mechanical structural, electrical and functional caomponents.  Demolition an
rehabilitation of unsafe or hon-hislorically correct masanry, concrete and roof structures is required. The finished projec
will result in new permanent jobs to the City as well as local retail and restaurant opportunities and jobs within the For
buildings in the Corktown District

The 2018 values are as follows.

Land

Buillding Asaensed | Bullding M:uuu Vajue Land
Parcal # Addrass Value (BEV) Taxable Valua |(BEV) Taxable Value
10005873.002L 2001 15th St $ 48,400 | & 38317 | % 154,300 | $ 122,134
100053068-9 2231 Dalzelle $ 114,500 1 % 39088 | 102700 | § 35,058

Commercial Rehabilitation Act, PA 210 of 2005

Conversely, under the Commercial Rehabilitation Act, PA 210 of 2005, current taxes frozen at
pre-rehab values and improvements are taxed at 24mills (school), local taxes abated; up to 10

years.!> The property must be located within an established Commercial Rehabilitation
District.'4

In a letter dated September 24, 2018, in regard to the application of Ford for a Commercial
Rehabilitation Act district, the City of Detroit’s Finance Department Board of Assessors
indicating the project was eligible for a Commercial Rehabilitation Act district:

The Office af the Chief Financial Officer, Office of the Assessor, has reviewed the proposed Commercial Aehabifitation District with a
general boundary by i-75 Freeway, John C. Lodge Freeway, Michigan Avenue, Rosa Farks Boulevard and Bagley Streetin the Corktown
nelghbothood In the City of Detroit,

This area meets the criteria sat forth under PA 210 of 2005, as amended. It applies to blighted, functicnally obsolete and contaminated
properties “Commercial rehabilitation district” os *distrlct™ means an area not less than 3 acresin size of » qualifiad local governmental
unit established as provided in scction 3. However, If the commeraai rehabilitation distnict is located in a downtown or business area
or contains a qualified retail food establiskment as determined by the legislative body of the qualified local governmental unit, the
disirict may beless than 3 acres in size. The local government unit may establish by resolution a district that contains 1 or more parcels
or tracts of land if at the time the resolution is adopted the parczr or tract of land or portian of a parcel or tract of [and within the
district is a qualified facility,

A field investigation and application review indicated that the proposed Commercial Rehabilitation Distriet locatod in the Corktown
naighborhood In the City of Detrait I3 eligihle as it pertains to the Commercia! Rehabilitation Actunder P A. 210 of 2005, as amended.

13 Total estimated City value of PA 210: $4,014,699

4 MCL 207.842 Section 2 (h) "Qualified facility" means a qualified retail food establishment or a building or group
of contiguous buildings of commercial property that is 15 years old or older ... also includes a building or a group of
contiguous buildings, a portion of a building or group of contiguous buildings previously used for commercial or
industrial purposes, obsolete industrial property, and vacant property which, within the immediately preceding (5
years,
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Ford Corktown Investment Project Overview

The Ford Motor Company, incorporated in 1903, was launched in a converted factory on Mack Avenue
in Detroit."® In June 2018, it was confirmed that Ford Motor'® had acquired the Historic Michigan Central
Station (MCS),™ with plans to develop it as the centerpiece of its Corktown campus, where Ford and its
partners will work on developing new autonomous and electric vehicle businesses and technologies.

Ford has indicated that the Michigan Central Station, closed 30 years ago, upon its
redevelopment over the next four years, would serve as a magnet for high-tech talent and as a
regiona! destination with modern work, retail, restaurants, residential living and public spaces.

Ford stated that it hopes that its, “Corktown campus would be part of a technology hotbed
attracting start-ups, investors and other companies working on autonomous vehicles.... Ford
(also) thinks the Detroit presence (in the train station and Corktown) in particular will attract
young professionals who now gravitate toward Silicon Valley and other high-tech hubs...”?!

Ford’s planned investment in MCS, also includes a number of buildings and vacant parcels in the
Corktown neighborhood. The completed project will include rehabilitation of the historic MCS,
the adjacent DPS Book Depository/Post Office building, as well as the construction of new
parking decks and additional office/laboratory space to support its mobility initiatives, including
autonomous and electrified vehicle development, as well as local retail and restaurant
opportunities and jobs within the Ford buildings.

Upon completion of the project, City of Detroit income taxes from the increased Corktown
employment, are estimated to be in excess of $7.5 million a year. Ford Motor Company, through
its real estate development subsidiary (Ford Land) will acquire, rehabilitate and/or construct the
Project facilities over the course of the next 5 years.

In order to facilitate the financing of this project, Ford is seeking a 30-year Renaissance Zone, a 15-year
NEZ, a 12-Year OPRA & a 10-year PA 210.

As indicated on the chart on the first page of this report, if the incentive package requested by Ford for the
Ford Corktown project is approved by the Detroit City Council, the total value of incentives bome by the
City of Detroit is estimated at $103,464,434 and when including all of the taxing units, which include
the City of Detroit, the total incentive package is estimated at $239,036,269.%

7 Founder Henry Ford with 12 investors and 1,000 shares, the company spent almost all of its $28,000 in cash when
it sold its first Model A on July 23, 1993. But by October 1, 1903, Ford Motor had turned a profit of $37,000.
htips://corporate.ford.com/history.html '

18 The Ford Motor Company had its big breakthrough in 1908 with the Model T and the company sold 15 miliion of
the model before its ceased production of it in 1927. hups://detroithistorical.org/learn/encyclopedia-ol-detroit/ford-
molor-company

19 The Ford Motor Company is currently #25 on the Forbes list of “America’s Largest Public Companies 201 8."

20 At 11:30 a.m. Jan, 5, 1988, Train No. 353 bound for Chicago became the last train to roll out of the depot. For 30
years ..., it has been a place for vandals, thrill-seekers ... and the homeless. City building inspectors have
recommended that it be demolished since at least 1994, Demolition experts ...said it would cost $5 million to $10
million to demolish a building of its size and structural integrity. DAN AUSTIN OF HISTORICDETROIT.ORG

2l Ford Aims to Revive a Detroit Train Station, and Itself, By Neal E. Boudete June 17, 2018, New York
Times https:#www.nytimes.com/2018/06/1 7/business/ford-detroit-station. himl

22 Eord has committed over $10 million in a CBO agreement, which LPD details in its report, Community Benefits
Ordinance - Ford Motor Company MI Central Station.

hitp:/fwww.detroitmi.gov/Portals/0fdocs/Legislative % 20Policy%20Re ports/20 1 8/CBO%20-

7 20Ford % 20M 1% 20Ceniral % 20S tation. pd M ver=2018-10-04-141353-717
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A Brief History of the Michigan Central Station
Michigan Central Station (MCS), which opened in 1913 as the tallest train station in the world,
was designed by Reed & Stem, is also the firm that designed New York City’s Grand Central
Terminal. MCS served as Detroit’s primary rail hub until it was closed by Amtrak in 1988. Ford

purchased the property from the Moroun family. The station is listed on the National Register of
Historic Places.*

MICHIGAN CENTRAL STATION TIMELINE?*

May 16, 1910: Construction begins on what will become Michigan Central Station, financed by
the wealthy Vanderbilt family through its Michigan Central Railroad (a subsidiary of the New
York Central Railroad). It will replace a depot at Third and Jefferson.

December 1912: The steel building frame is complete.

Dec. 26, 1913: At a cost of $2.5 million ($63 million in 2018 dollars), the station opens and the
first train, bound for Saginaw and Bay City, leaves MCS at 5:20 p.m. The first arriving train,
from Chicago, pulls in an hour later.

1945: Passenger traffic reaches 4,000 a day.

1956: New York Central System puts MCS up for sale for $5 million, but finds no buyers.

April 1, 1967: The waiting room closes. Passenger traffic drops to about 1,000 daily.

1968: MCS' name is changed to Penn Central Station after New York Central and Pennsylvania
railroads merge to form Penn Central Transportation Co.

1970: Penn Central declares bankruptcy, and four years later ends up as part of the then-
government-owned Conrail successor company.

1971: The federal government forms Amtrak to run national passenger rails service, and it takes
over MCS. It spends $1 million on improvements.

April 16, 1975: MCS is added to the National Register of Historic Places.
June 20, 1975: Amtrak hosts a formal reopening of the waiting room.

Dec. 27, 1985: New York-based Kaybee Corp. buys MCS for an undisclosed sum, with the
intent of making it a retail and office center.

Jan. 5, 1988: Train No. 353, bound for Chicago, is the last train to leave MCS, at 11:30 a.m.

 https:/fwww.durabilityanddesign.com/news/?fuscaction=view&id=19655
BMichigan Central Station: A look back Compiled by Bill Shea Source: HistoricDetroit.org, Crain’s research
https://www crainsdetroit.com/article/201806 1 7/ne ws/663786/michigan-central -station-a-look-back
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December 1989: Real estate developer Mark Longton Jr. buys MCS for an undisclosed price.

1995: Trucking industrialist and Ambassador Bridge owner Manuel "Matty" Moroun acquires
the train station via his Controlled Terminals Inc.

Oct. 3, 2003: Detroit Mayor Kwame Kilpatrick announces plans to buy the station and renovate
it at a cost of up to $150 million as the city's new police headquarters. The idea fails.

April 7, 2009: Detroit's City Council passes a resolution requesting the emergency demolition of
MCS at Moroun's expense. It's placement on the National Register of Historic Places helps
prevent its destruction.?

May 2009: Moroun announces plans to turn the train station into a federal homeland security
complex. It goes nowhere.

April 2015: Moroun agrees to install 1,000-plus new windows in the train station as part of a
land swap deal that gives him city park acreage he needs for his proposed second Detroit River
bridge in exchange for $5 million worth of improvements to the rest of the expanded waterfront
park.

2015-16: Moroun's Warren-based Crown Enterprises Inc. spends $8 million on the station to
install a new freight elevator, remove asbestos, replace the roof and add the new windows.

Sept. 13, 2017: Crain's Detroit Business hosts the opening dinner for its fourth annual Detroit
Homecoming, with comedian and Detroit native Lily Tomlin talking to about 400 former
Detroiters and local business and civic leaders, inside MCS' concourse.

March 19, 2018: Crain's breaks the news that Ford Motor Co. is in talks to buy the train station.

June 11, 2018: Ford officially announces its acquisition of MCS. The price hasn't been
disclosed.?’

June 19, 2018: Ford schedules announcement of its plans for the train station and the Corktown
neighborhood.

26 Then-Mayor Ken Cockrel Jr. had sought 1o use $3.6 million in federal economic stimulus money for the plan and
then bill Moroun, but the plan was fraught with rouble over the building’s placement on the National Register of
Historic Places and more dire needs for the money. Demolition experts also said it would cost $5 million to $10
million o demolish a building of its size and structural integrity. Michigan Central Station

BY DAN AUSTIN OF HISTORICDETROIT.ORG hutp://www.historicdetroit.org/building/michigan-central-
station/

27 Subscquently it was reported that Ford paid $90 million. Ford paid $90M for once-doomed Michigan Central
Station in Detroit By Benjamin Raven, M Live
hups:/fwww.mlive.com/auto/index.ssf/2018/09/ford_train_station_90m.him]
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DEGC Review

Ford Corktown Project Economic Impact Summary

Estimations

DEGC Abatement Recommendation Length

30 Years Ren Zone, 17 Years NEZ, 12 Years OPRA, 10 Years PA 210

Project
Location
Address Approximately 2001 15th St & 2051 Rosa Parks
City Council District 6
Neighborhoad Corktown
Building Use Mixed-use
Total NRSF 977,129
Commercial Square Foot 783,427
Retail Square Foot 151,934
Residential Square Foot 41,768
Other Square Foot ) 293,198 i
Project Overview
Total Housing Units 40
Affordable Units o
Affardable Housing n/a for sale condos
Total Investment $738,000,000
Estimated Jobs 5,000
$25,522 Soft Retail
Average Wage $24,523 Food & Beverage
$90,000 Office
Estimated Future Taxable Value Building $78,002,780
Project
Incentives Analysis
Estimated Benefits belrre tax abatement $640,139,374
Total Estimated City vllue of Ren Zone {571,231,343)
Total Estimated City value of OPRA (58,552,104}
Total Estimated City Value of NEZ (51,126,630}
Total Estimated City Value of PA 210 {54,014,699)
€stimated Corporate Income Tax Exemption {$7,209,828)
Estimated Utility Users Tax Exemption ($7,880,257)
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Estimated City Personal Property Tax Exemption

($3,449,573)

Less cost of services & utility deductions

{5165,923,121)

Net Benefit to City $370,751,819
Estimated Other Taxing Jurisdictions value of Ren Zone {$115,204,252)
Estimated Other Taxing Jurisdictions value of OPRA {$10,211,573)
Estimated Other Taxing Jurisdictions value of NEZ ($1,807,314)
Estimated Other Taxing Jurisdictions value of PA 210 {54,527,158)
All Jurisdictions Persanal Property Tax Abatements (53,821,538)
Total RenZone Incentive (5208,796,791)
Total OPRA Incentive (518,763,677)
Total NEZ Incentive {$2,933,944)
Total PA 210 Incentive (68,541,857)
Total Incentive Package (5239,036,269)
Total Project Net Benefit All Jurisdictions $458,477,536
City Share of Incentives 43,28%
Incentive Per lob Annually 51,594

notes:

1. Note that City numbers are highlighted ORANGE and all jurisdiction numbers are highlighted GREEN

2. An economist at the W.E. Upjohn Institute for Employment Research determined that $2,457 was the national average of

incentive per job annually in 2017

3. These estimations are based off of a 2.2% inflation rate over the next 30 years

4. The Net Benefit numbers assumne that the project will fulfill all of its investrnent and employment goals

5. Note that these numbers are all estimations and are not guarantees in any form

%8 Prepared by Nicholas Marsh, DEGC
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Fiscal Impact of the Project: City of Detroit Only over 35 years

Amount
Rea! Property Taxes $115,102,335
Persona! Property Taxes $10.578.849
New Residential Property Taxes S0
Municipal Income Taxes - Direct Workers $243 739,711
Municipal Income Taxes - Indirect Workers $57.685,690
Municipal Income Taxes - Corporate Inoome $7.500.000
Municipal Income Taxes - Construction Period $2,218032
Municipal Income Taxes - New Res. inhabitants $2.180,969
Uitility Revenue §26.214,044
Utility Users’ Excise Taxes 49,860,797
State Revenue Sharing - Sales Tax $68,132,838
Building Permits 2nd Fees $5.069,000
Miscellaneous Taxes & User Fees $91.848,110
Subtots] Benefits 139,375
Cost of Providing Municipal Services {$139.820,545)
Cost of Providing Utility Services ($26.102,576)
Total NEZ Abatement ($1.126.630)
Total PA 210 Abatement ($4.014,609)
Total OPRA Abatement ($8,552,104)
Total Estimated RenZone ($80.771.0M)
2ubtos| Costs 1$260 387 500)
NetBenefis $370.751,819
Chart courtesy of DEGC
(1) Utility Users Tax

Utility user tax revenue results from the tax on the projected consumption of utilities subject to the City’s
5% Utility Users tax rate. Impact DataSource has accounted for the City of Detroit collecting a 5%
utility users tax rate on the value of electricity, natural gas, cable, and telephone service provided in the
city. The calculation of the utility tax revenue is simply the application of the tax to the projected dollar
value consumed by (1) the new business and (2) new households resulting from the project®.

(2 & 3) Miscellaneous Taxes and User Fees and State Shared Revenue

At the highest level, local governments collect revenue from two main sources: (1) residents and (2)
businesses. Following this theory, the Total Impact model uses calculations based on the city’s budget,
resident population, and business activity ta determine a number of hard-to-estimate revenues.

The City of Detroit receives many types 0(} revenues including property taxes, municipal income taxes
utility taxes, state shared revenue, licenses and permits, fines and forfeitures among others. The Tota
Impact model estimates the impact of the new development project on property taxes, municipal income
taxes, and utility taxes based on attributes of the project. State Revenue Sharing, and “Other Revenues”,
are revenue sources that would be missed if the model were to only focus on Income Tax, Property Tax,
and Utility Users Tax.

In order to estimate how the City’s revenues may change with new business activity and possibly new
residents, Impact DataSource uses an average revenue approach where identify the amount of State
Shared Revenue and “Other Revenue” the city collects. Based on the value of commercial/industrial
property vs. residential property the projection splits the state shared revenues belween revenue
supported by the new business and revenues supported by households. The next step in this projection
involves the average per worker and average per household revenue supported for businesses and

2 If there are no jobs associated with a new project, the default business utility consumption will be zero. Similarly,
if there are no jobs associated with the project, there will be no new worker households moving to the city.
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residents™. These per worker and per household averages are then applied to the specific project based
on the number of new jobs and number of new worker households?'.

(4) Costs of Municipal Services

The Impact DataSource model attempts to answer the question, what additional monies will the City
have 1o spend to provide services to households of new workers who may move to the city and to the

new business. A marginal cost approach is used to calculate additional City costs from the new firm
and its workers.

This approach uses two assumptions:

1 - The City spends money on services for two general groups -- residents and businesses.

2 - The City will spend (a) about the same amount for variable or marginal cost for each household of
new workers that may move to the city as it currently spends for an average household of existing
residents, and (b) about the same amount for variable or marginal costs for the new firm (on a per worker
basis) as it spends for other businesses in the city*.

Rationale for utilizing a 35-year Calculation

The calculations are based on 35 years in order to reflect the timeframe for the incentives. Ford
will delay activation of the Renaissance Zone for 5 years. During this time, the PA 210 & OPRA
will be in effect. Therefore, the incentives will be realized for a total period of 35 years with the
Renaissance Zone beginning in year 5 and extending for 30 years. Because of this delay in
activating the Renaissance Zone, the net benefit analysis needs to be for 35 years to accurately
reflect the full term of the incentive benefit period.

30 A parallel calculation is performed for “Other Revenue”. However, to be conservative, only 70% is used of the
other revenue category.

31T a project does not include any employment increase, the estimated state shared revenues and miscellaneous
taxes and user fees would necessarily be estimated as zero.

11 a project does not include any employment increase, the estimated costs Municipal Services would necessarily
be estimated as zero.
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Incentive Summary: City of Detroit Only over 35 years

“Addiuonal R " Corporate Net Benefits

Benefits Real Personal  Income Tax & After Tax

Before Tax Additiona)  Property Tax  Property Tax  Utiity Users  Abaterents

s = - Abatements Costs _Abatement _Abatement Tax Abatement & Incentives

Year 1 $6.732.200 {$108.924) ($152551) [T 10 $6.430.824

Year 2 $760.632 1$220.272) ($157.174) 0 50 $383.186

Year3 $1.825.006 ($336.030)  ($1.208626) 50 10 $190,351

Yeard $2.415.825 ($456,330)  ($1.449.945) 50 10 $509.551

Year5 $13.713.223 ($3858.300)  ($2.601.539) 50 50 $7.252,885

Year 6 $14401856  (33935567)  (SL657.761) ($331.737} [$363327)  $T.113.458

Year 7 $14.764765 (34014278}  (S2714.811) (5266.305) ($384 245) $T.385.025

Year 8 $15,135,805 ($4094564)  (S2773.116) (§222,195} ($408545)  $7.63.385

Year© $15510065 (34176455}  ($2832704) ($167.226) ($424869)  $7.008.791

Year 10 $15892450 (34259584  ($2.BO3.602} ($161,528 (3424.077) $8.133.258

Year 11 $16,268.858  ($4345184)  ($2.955.841) {$129,160} {$449,920) $8368.753

Yexr 12 $16 652.673 ($4432.088)  ($2.787.765) (5145,455) {$455637)  $BB31724

Year 13 $17.039372 [§4520729]  ($52372727) (5106.827) {$456535)  $9.582.560

Year 14 $17.242.173 $4.611,144) ($2.423.501) ($58.540) ($465.691) $9.843.297

Year 15 $17.791.302 (84703367  ($2.354,140) (5107.338) {$473.795)  $10,152.662

Year 16 $18,193.678 ($4797.434)  ($2379.725) {$80.155} {$480216)  $10.456,148

Year 17 $18604006  (34893383)  ([52.40532B) {$79.034} ($486.629)  §10.739.432

Year 18 $19.022.410  (34991.251)  (52.430937) {5106.833) ($453641)  §10.999.778

Year 19 $19.462371 ($5001.076)  (S2.482997) ($82.980) {$500.658) 511,303,652

Year 20 $19.911,313  ($5.992807)  ($2.536202) {$156.660) ($507.885)  $11.517.670

Year 21 $20369.4584  ($6206755) (2590577} (5121583} {$515.328;  $11.845.210

Year 22 $20836982  ($5402690)  (S2.646,149) {$92.722) ($522996)  $12.172.42%

Year 23 $21,307406  (§5510744)  (S2702944) {$80,4521 ($524208)  $12479058

Year 24 $21,798463  ($5.620959]  (S2.760.988) {565 886) ($536514)  S12814117

Year 25 $22,297.841 (85.733.378)  (52.B20308) {$86.154) (§547.405)  S13.110.596

Year 26 $22.804.691 [$5.848045  (52.880.534) {$87.915} (§556034)  §13.431.962

Year 27 $22322.336  ($5965.008)  ($2.842894) {$66.518) ($564522)  $13.782.995

Year 28 $23.350389 (36084307}  (53.006217) (580.232) ($574077)  $13.605556

Year 29 $23689.260  {$6205003)  ($3.070.933} [$79.084) ($583507)  513.949.752

Year 30 : $28430.200  ($6330113)  ($3.137.072) ($54.622) {$593219]  $14284153

Year 31 $25221.254  (§6546.828)  ($3.204.667) ($71.401) ($602.223)  $14.795.135

Year 32 $26.005.887 ($6770.045)  ($3.273.749) [S124.833) ($613527)  $$5.223734

Year 33 $26812196  ([S69B6.653)  ($2524.409) ($73.274) {$561,026)  $16.665933

Year 34 $27.643374  (ST200.759)  ($1.740545) ($37.057) (§507.138)  S12.148874

Year 35 $28500319  ($7.372.491) {$521,007)  [$13.809) ($492100)  SIR700917

Total $6240139374 (3165923.121) ($84924776) (53449573} ($15000085) $370.751.818

Incentive Summary: All taxing Units over 35 years

R ‘Additional == — s == Corporate  Net Benefits
Benefits Real Personal Income Tax After Tax
Before Tax Additional Property Tax Property Tax & Uifity Userss Abatements
| Abatements Costs Abatement Abatement Tax Abaement & Incentives
City ofbcmit £640,139.374  (§165923.121) {$84,924 776) (§3.449.573) {$15,090085) $370.751.818
Wayne County $53.360.753 (§26,458,243) {$25,588,895) ($1.127.654) 40 £185,981
Detroit Public Schools $265.647,147  ($114D17.835) {$65,589.356) (5841951} $0 £85.198.006
State Education $20.341.967 SO ($17.591.650) [5841.951) $0 £1.908,367
Dawntown Dev. Authosity $0 S0 30 $0 s0 $0
Wayne RESA $12.419.290 $0 ($11.705487) [§513.119] $G $200.684
Wayne County Comm, College $10.967.375 S0 ($10.319.623) [5454766) 0 $212,985
Wayne County Zoo §330.033 $0 ($318.428) ($14,033) 40 $6572
Detroit tnstitute of Arts . sereoeb S0 (3636857) (s28065) %0 $13144
Tota! $1.003913.004 ($306,390.2000 (5216675072} ($7.271.112} {$15,090,085) $458.477536

3

Charts courtesy of DEGC

33 Given THE STATE SCHOOL AID ACT OF 1979 (PA of 1979) MCL 388.1601, tax incentives do not bear a
negative impact on per pupil funding for DPS.
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Questions and Answerers

In order to provide clarity on several issues related to the project, LPD requested that the
DEGC provide answers to the following questions. LPD’s questions are in bold:

1. In regard to the Ren Zone and the accompanying abatements, the State will reimburse
the School for the School taxes that will be abated, correct? Also, there are limits on
the abatement of school and City Debt Millages as well?

In accordance with state statute, the State of Michigan reimburses intermediate school
districts, local school districts, community college districts and public libraries for lost
revenue where taxes are abated.

As stated in (the Renaissance Zone Act) PA 376 of 1996, 125.2692 Sec. 12. (2):

“Except as otherwise provided in subsection (6), this state shall reimburse local school
districts each year for all tax revenue lost as the result of the exemption of property under
this act from taxes levied under section 1211 of the revised school code, 1976 PA 451,
MCL 380.1211, based on the property's taxable value in that year.”

And the aforementioned “subsection (6)” (below) does not apply in this instance:

“The reimbursements described in this section are subject to an appropriation as provided
by law. For fiscal year 2009-2010 only, if the amount appropriated is less than the
amount required for payments to all entities described in this section, payments shall be
prorated.”

The chart below illustrates instances wherein school millages and local debt millages are
abated and the maximum duration under the statute. Although school millages are
abated, the legislation summarized above requires that the State reimburse local school
districts for all taxes that otherwise would have been collected.

Michigan *QObsolete Property Commercial
Renaissance Zone Rehabilitation Act, PA Rehabilitation Act,
Act, PA 376 0f 1996 | 146 of 2000 PA 210 of 2005
Abatement of School Yes, School No No
Millages Operating
Abatement of City Debt No Yes Yes
Millages Limit: 12 Yrs. Limit: 10 Yrs.
Abatement of State Yes i Yes No
Education Tax (SET) | Limit: 6 Yrs.
*For Obsolete Property Rehahilitation Act, the State Treasurer may approve reductions of half of the school
operating and state education taxes for a period not to exceed 6 vears for 25 applications annually.

Please note that upon the expiration of the Obsolete Property Rehabilitation Act (PA 146
of 2000) and the Commercial Rehabilitation Act (PA 210 of 2005), Ford will pay the debt
millages on the full value of the property.
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2. It is indicated in the information regarding the Ford Ren Zone that the residential
portion of the project will not be covered by the Ren Zone, so therefore the City
resident income taxes related to this project will be available for collection. Where will
this be codified?

The resolution approved by Council requires an entity to enter into a Renaissance Zone
Development Agreement with the City. In Ford’s development agreement, the abatement
of residential income tax is restricted and can be found under Section 3 (e) of the
Agreement.

3. Will there be any new or unusual restrictions included in the agreements or in any of
the Ren Zone, OPRA, PA 210 or NEZ resolutions?

The requirements in the agreements and resolutions are consisient with previous
agreements for other business development deals. The restriction of residential use has
been inserted due to the unique location and nature of the investments planned by Ford.

4. Will any other new or existing businesses in the area outside of Ford's direct endeavor
be able to take advantage of any of the newly created incentive areas? If so, please
explain.

The PA 210 district includes property not owned by Ford. The district does not in itself
create a tax exemption. Only property owners who undertake significant development
efforts will be eligible to request an exemption certificate in the proposed Commercial
Rehabilitation District (PA 210). The future property owner(s) would need to apply to the
City of Detroit for a Commercial Rehabilitation Exemption Certificate that provides for
the actual exemption and would be subject to approval by the Detroit City Council and
the Michigan Tax Commission.

The Renaissance Zone Development Agreement with Ford is limited to the properties in
the Ren Zone Development Area that is highlighted by a red dashed line in the Corktown
Area Renaissance Zone map attached to the Resolution. Projects that occur in the
Renaissance Zone but outside of this area will have to enter into separate development
agreements with the City. This requirement applies to all projects that occur on the

properties owned by Ford or the Fity and are outside the Ren Zone Development area. |
I
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5. For the OPRA district map, does this boundary capture all of the Corktown properties

that are eligible for the OPRA tax incentive? If not, why isn’t the OPRA boundary
broader?

The OPRA District is specific to properties that qualify under the state statute as
functionally obsolete and/or blighted. In addition, all requests to establish an OPRA
District must be filed by the owner or owners of property comprising at least 50% of all
taxable value of the property located within a proposed obsolete property rehabilitation
district. In reviewing additional properties within the area, a significant portion of the
properties are vacant land parcels, which under the statue vacant land does qualify as
functionally obsolete and or blighted vacant land.

6. Regarding the NEZ map, why does this map extend beyond the Michigan Central Train
Station building? Does Ford anticipate developing residential units outside of this
building in the future?

The NEZ is drawn to include additional parcels behind the train station that will include
the parking deck. This will allow the parking spaces to be included in the sale of the
condominiums. Because the exact location is still to be determined, the NEZ includes
several parcels. This is an extension of the NEZ which is already in place and can be
seen here: https://degc.carto.com/u/degc-admin/builder/f3dea3cd-191d-47c9-874f-
b024098dce 10/embed

7. Inregard to the PA210 map, this boundary alse includes some of the Ren Zone boundary,
wouldn’t the Ren Zone incentive supersede the PA 210 incentive in the overlapping areas? For
example, the Michigan Central Station located at 2001 15" Street, is located within the PA 210
boundary, the Ren Zone boundary, the OPRA boundary and the NEZ boundary. The NEZ
boundary is understandable, given that’s it’s tailored specifically for the residential units
planned for the Michigan Central Station building. But the other tax incentive programs
overlap for this building. Please explain.

Ford will delay activation of the Renaissance Zone for 5 years. During this time, the PA 210 &
OPRA will be in effect. When the Renaissance Zone is activated in the fifth year, the debt
millages will not be abated. The PA 210 & OPRA will abate the property taxes paid on the debt

millages until they expire. After the PA 210 and OPRA expire, Ford will pay property taxes on
the full value of rhe debt millages on the property.

8. Regarding the Ren Zone map, where in the Ren Zone Act does it indicate that a Ren
Zone development area does not have to be contiguous?

The State’s Attorney General’s office provided the following determination that the MSF
designated Renaissance Zone is not required to be contiguous. “The MSF is authorized
under the Act to designate up to 27 renaissance zones within the State of Michigan (MCL
125.2688a(2)). However, Section 8a(2) is silent as to whether a renaissance zone
designated under it must contain contiguous parcels. Importantly, sections of the Act
dealing with other types of renaissance zones do require that those renaissance zones be
a single continuous distinct geographic area (i.e. contiguous parcels). Under this rule of
constriction, specific items are treated as excluded where a statute is specific in one
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section and then omits those specifics in another (Feld v Robert & Charles Beauty Salon,
435 Mich. 352 (1990)). Because the Act specifies that some types of renaissance zones
must be single continuous distinct geographic areas, but does not so specify as it relates
to renaissance zones established under Section 8a(2), it must be interpreted as an
intentional omission of that requirement for Section 8a(2) renaissance zones.”

9. The NEZ is based solely on rehabilitation, so there’s no need for a NEZ for new
construction, right?

Correct. The only potential residential planned is in the top floors of the Train Station.
10. Will the option of a NEZ certificate be available for the residents of the project?

Ford is contemplating including condominiums in the top floors of the Train Station.
Only the owners of the condominiums would qualify to receive the benefit of the tax
abatement on the properties paid on these units.

11. Will the two parking decks include the 2,984 parking spaces? Where will the parking
decks be located? Is the revenue from the parking spaces included in the cost/benefit
analysis? If not, what is the projected parking revenue from the parking spaces? Could
this revenue reduce somewhat the need for the level of tax incentives being requested?

The estimated number of parking spaces are those included in the parking decks. The
revenue was included in the cost/benefit including the estimated taxes paid on the
facilities. The parking revenue was also included in our underwriting during the “but
for” analysis. Refer to Exhibit A for a map of Ford’s planned investment and where the
parking decks will be located (Also found on page 11 of this report).

12. Please provide the sources for the Ford Corktown Project, including any historic
federal tax credit component.

Ford will be utilizing its own capital to fund the project. Historic tax credits are being

considered and they are currently discussing their use with the State and Federal
agencies.

13. t there a rundown on the uses of the $738 million prjject, identifying  both hard
and soft costs? What amount of the $738 million project relate to the construction of
the two parking decks?

Total costs:
o $507MM Hard Costs
e $231MM Soft Costs
e $71.7MM Estimated costs for Parking Decks
14.  What’s the basis for the estimated 5,000 jobs?
The development would include over 1.2 million sq. ft. of total space. The 5,000 jobs

estimate is office/lab jobs in mobility development, engineering and related activities.
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16.

17.

18.

The model does not assume any specific number of retail or similar service jobs, but
Ford’s current plans include over 150,000 sq. ft. of retail and event space. Any jobs
related to this kind of activity are incremental to the 5,000 jobs estimate.

The new Corktown campus will serve as an innovation hub for Ford’s vision for the
future of transportation. It will be a place where Ford and its strategic partners will work
on autonomous and electric vehicles, and design urban mobility services and solutions
that includes smart, connected vehicles, roads, parking and public transit. The Ford
Corkiown development is being designed to house 5,000 new jobs in Detroit.

Ford is planning that approximately 2,500 of those will be direct Ford employees, most
from mobility functions.

In addition, Ford is planning and constructing office and lab space for 2,500 employees
of Ford suppliers and strategic partners working with Ford on mobility solutions. The
project needs all 5,000 workstations to be filled to accommodate the business needs
intended by the mobility hub project whether direct Ford employees or employees of
strategic partners.

How was the average salary of $90,000 derived, for direct, indirect and induced
workers (especially when the MSF Ren zone application indicates 2,500 of jobs will
be from Ford supplier firms as well as local retail and restaurant opportunities and
Jjobs within the Ford buildings)?

As mentioned in question 14, Ford did not include in its estimates, the jobs that will be
created by the retail space or other service related jobs. Thus the 90,000 salary reflects
the anticipated average salary for the 5,000 professional jobs created by Ford's
investment in Corktown.*

Why do we assume that the City will pick up about 100% of the cost of
providing utility services?

The evaluation assumes the city will cover costs associated public utilities (ie water,
wastewater).

It is LPD’s understanding that Ford did not request a Transformational
Brownfield Project (TBP) benefit package, since the new employees arriving to the
Corktown project would primarily be shifting or relocating from one part of
Michigan (primarily Dearborn) tqg Detroit. The TBP requires the creation of a
significant number of new jobs cjning from out of the State of Michigan, to show a
net benefit to the State. Is this correct?

The employees coming to Corktown will include new hires and employees located in
various locations including outside of the State as part of Ford’s efforts to make this a
hub for their autonomous vehicle division. Ford requested the Renaissance Zone because
of the uncertainty of the TBP underwriting process. In addition, the Renaissance Zone
will support the City’s efforts to see the redevelopment of the DPW yard.

Please provide a copy of the MSF development agreement Ford has entered into.

¥ The data conservatively estimates that approximately 1,482 of the 5,000 employees (29.64%) will be Detroit
residents, thereby not inflating the income tax data, given the fact that non-resident employees pay 50% of the tax

rate.
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19.

20.

21.

22,

The MSF development agreement has not been created yet and will be developed during
the MSF’s review of the Renaissance Zone Application.

Part 1 of MSF zone application indicates 15 as maximum number of years for the
Ren Zone period, but Ford is requesting for 30 years. Where in the Ren Zone act is
Ford allowed to apply for a 30 year Ren Zone period?

The 30 year period is specific to the MSF designated Renaissance Zone. Many different
types of renaissance zones contain a requirement in their respective sections that the
duration of the zone be “not more than 15 years” or is “not to exceed years 15.” This
restriction is contained in sections governing Tool & Die Recovery Zones (MCL
125.2688d(1)), Border Crossing Renaissance Zones (MCL 125.2688g), Next Michigan
Renaissance Zones (MCL 125.2688h(4)), and old Geographic Renaissance Zones (MCL
125.2684(1)(e)). Within the section of the Act governing MSF-Designated Renaissance
Zones, MCL 125.2688a(2), there is a provision that limits the duration of an “alternative
energy zone” designated under that section to “not to exceed 20 years.” However, this
restriction is limited only to alternative energy zones and does not apply generally to any
other MSF-Designated Renaissance Zones. No other mention of zone duration appears in
this section. Therefore, it was determined by the MSF and its General Counsel that there
are no duration restrictions on MSF-Designated Renaissance Zones (with the exception
of an alternative energy MSF-Designated Renaissance Zone).

Ford indicates “to-be announced” avg. weekly wages for years ending 2025 and
2028. Does Ford also assume these jobs will be at least $90,000?

Correct. This is the average salary assumed for the 5,000 jobs Ford and their suppliers
will be creating. Please refer to Question #14.

Does Ford feel confident they will be able to complete the “parcel acquisition in
process” component of the project?

Yes. Ford is in various stages of the due diligence process for projects that have been
acquired or are under contract.

Why does the Ren Zone development agreement use a floor of 2,500 jobs, when
the cost/benefit analysis is based on 5,000 jobs?

The Renaissance Zone agreement requires creation and retention of the dirgct Ford jobs
in the project; apart from creating the space and conditions for suppliers to be present in
Ford’s development, Ford is not the direct employer of the remaining 2,500 jobs. Ford is
committing to having at least 2,500 of its own employees housed in the Corktown
development and is developing the office and lab space for an additional 2,500 jobs that
are incremental to Detroit and the Corktown area. The economic impact of the
development is 5,000 incremental jobs to Detroit and the Corktown area and is not
limited to just the Ford jobs. Ford is seeking property tax, corporate income tax and
utility user tax abatement benefits from the Ren Zone; it is not seeking wage or
employment benefiis. The jobs create the economic conditions to the viability of the
incentive, but are not directly related to the abatements.
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23.

24.

25.

How will the City Treasurer/DEGC keep track of the number of residents living
within the Ren Zone to ensure the City captures the municipal income taxes from
these individuals (the tracking of Ren Zone residents is not a part of the progress
reporting requirement from Ford in the development agreement)?

As of note, residential parcels under Ford's Development Agreement are excluded from
the Renaissance Zone. With respect to ongoing monitoring, the City and DEGC will need
to develop a mechanism to ensure that income taxes are not waived for residents.’

Will the DEGC assist the City in keeping track of the progress reports from Ford?

Yes, through the DEGCs Business Retention & Expansion Program, the DEGC will
conduct annual meetings with the appropriate leadership at Ford and secure in writing the
status of investment facilitated and new jobs created against initial projections.

It would be great if the DEGC can assist the City in providing a progress report on
the number of jobs created and the amount of municipal income taxes paid to the
City from projects receiving various tax incentives from the City and the TBP
projects based on project development agreements.

As mentioned in Question #26, and in terms of employment projects ion, the DEGC will
work with the City’s Civil Rights and Inclusion Office to provide reports related to the
number of jobs created. With respect to the total municipal income taxes paid to the City,
we are not able to produce reports related to this measure due to legal restrictions on
income tax data. Per the Office of the Chief Financial Officer (“CFO"), “The City
Income Tax Act, Public Act 284 of 1964, MCL 141.674(1) makes all information
acquired in administering taxes confidential ...36Therefore, the Office of the CFO is not
able to confirm individual estimates or individual self-reported information without
proper documentation (i.e. power of attorney).”

But for*” Rationale: It has been widely reported that Ford has significant cash assets on
hand, so the need for any financial assistance to complete this project has been
questioned. According to the Administration: “Ford is spending its own capital resources
on this project. Ford has budgeted for the Corktown project as part of its capital
allocation planning process, but does not have resources to fund the project without the
support of government incentives. Ford, like any business, has a long-term planning

rocess for capital allocation.*® The investment in Corktfwn comes from an allocation to
capital projects that has been in place since 2016. Ford’s Corktown investment is an
enhancement to this plan and is already accounted for in its capital spending plans, to do
this project in Detroit — where taxes and costs of doing business are higher — and the
complexity associated with redeveloping the Michigan Central Station, Ford is seeking
incentives to offset the incremental costs not covered in its plans.”

% Finance Treasury has indicated that it is working to assist with improved methods of income tax collection.

36 Sec. 74 - Subsection (1) Information gained by the adminisirator, city treasurer or any other city official, agent or
employee as a result of a return, investigation, hearing or verification required or authorized by this ordinance is
confidential, except for official purposes in connection with the adminisiration of the ordinance and except in
accordance with a proper judicial order.

T “But for” is a reference to denote that the project would not go forward, without the incentive.

% Ford Plans to Invest $11 Billion to Elecirify Its "Most Iconic' Vehicles hup:/lorune.com/201 8/01/14/ford-11-
billion-electric-car-investment/
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Conclusion

For over 30 years the Michigan Central Station, considered by many a symbol of decay, has
remained as a crumbling idle prop for a multitude of apocalyptic movies, such as Hollywood
features such as the Transformer series and Batman vs. Superman; yet multiple attempts by
investors to restore it as a useful resource, prior to the current proposal, have all failed.
Furthermore, demolition experts have indicated that it would cost $5 million to $10 million to
demolish a building of its size and structural integrity.

According to the Detroit Free Press, “Ford’s ... commitment to Corktown — which begins, not
ends, with the arrival of 2,500 high-tech specialists — will make Detroit’s oldest neighborhood a
center of development for the planet’s most advanced vehicles and services. It’s part of a

growing network of facilities that put Michigan at the center of the next transportation
revolution.”?

By 2021, Ford plans to have a fully autonomous vehicle in commercial operation. To make this
possible, Ford has partnered or invested with four different technology companies,*?

Therefore, given the near 3% of a billion dollar investment by Ford ($738 million), its projected
positive cost benefit to the City of Detroit of $370,751,819 and $458,477,537 to all of the
impacted taxing units, in addition to the creation of 5,000 new jobs, LPD recommends
approval of the Ford Corktown Project incentive request.

NEZ Acreage Status:*!

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 facilities 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

Develop Detroit: 26.75 acres
Total Acreage for the Entire City of Detroit: 88,260

Total Acreage Remaining 7,845.84
Total Acreage Designated:  5,393.16

Please contact us if we can be of any further as*sistance,

% You are now entering the Autonomous Motor City Mark Phelan, Detroit Free Press, June 17, 2018
https:/fwww.freep.com/story/money/cars/mark-phelan/20 18/06/ | T/sell-driving-motor-city/704 236002/

¥ The SAE (Society of Automotive Engineers) International six levels of automation rating system is used by the
U.S. Department of Transportation to classily a vehicle’s automation capabilities. Level 0 — No Automation -
which is delined as a vehicle that requires a human driver for all aspects of the driving task, up to Level 5 <Full
Automation — in which a vehicle can perform all driving tasks, no matter the environmental or roadway conditions.
By mass producing a Level 4 capable vehicle, Ford will have achieved the highest level of automation by any
automotive maker to date. In order to reach this goal, Ford has commitied to expanding its rescarch in advanced
algorithms, 3-D mapping, radar technology and camera sensors. To help accelerate the development of these new
technologies, Ford has made four key investments and collaborations with Velodyne, SAIPS, Nirenberg
Neuroscience LLC and Civil Maps. hitps:/corporate. ford. com/innovationfautenomous-202 | .html

1 This is a ballpark estimate by LPD, based on current available data.

2 MCL 207.773 (2)

43 88,260 Acres = 137.90625 Square Miles
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igan Central Station*

500.000-square-foot, 18-story train station will anchor a campus for the company’s self-driving, eleciric car and alternalive transportation teams,
as well as the automaker’s partners.

* Ford's train station plan made possible by untold tax incentives, By Violet Ikonomova
hps://www.metrotimes.com/news-hits/archives/20 1 8/06/1 8/fords-train-station-plan-made-possible-by-untold-tax-
incentives

# Source: INSIDE DETROIT'S CRUMBLING TRAIN STATION THAT FORD PLANS TO TRANSFORM
INTO A MOBILITY LAB By Tamara Warren; Photography by Fabrizio Costantini for The Verge
htips:/fwww.theverge.com/2018/6/20/17483696/{ord-detroit-train-station
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The historic Michigan Central Station in Detroit’s Corktown acighborhicod, mostly unused since the last trmin departed in 1988, is being bought
and renovated by Ford Motor.; Nick Hagen for The New York Times
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A rendering of Michigan Central Station after its renovation. Ford

46 Source: Ford Aims to Revive a Detroit Train Station, and Itself By Neal E. Boudcte
https:/fwww.nytimes.com/2018/06/1 7/husiness/ford-detroit-station.hitml]
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