
MEMORANDUM

TO:

FROM:

EDC/BRA Board

William R. Mrdeza
Community Services and Economic Development Director

DATE: January 19,2018

SUBJECT: January 23,2018 Meeting Packet

The next meeting of the EDCIBRA Board is scheduled for Tuesday, January 23, 2018 at 11:00 am
upstairs in Conference Room A in City Hall. The primary reason for the meeting is to consider
granting Mt. Pleasant---410 W. Broadway LLC (Maplegrove) a no-cost 60 day extension of their
current Development Agreement.

At their December II, 2017 meeting, the City Commission held a public hearing on the
recommendation from the Brownfield Redevelopment Authority to adopt an amendment to Brownfield
Plan #3 which was necessary for the proposed $12.5 million mixed use development project to move
forward. After the public hearing, the City Commission voted to deny the proposed Brownfield plan
amendment. In subsequent discussions with the development team, staff was informed that the team
was still interested in pursuing a project, assuming it made sense for both the community and the
developer. Staff has worked with the development team to identify potential changes in the original
proposal should the BrownfieldlEDC Board and City Commission be willing to consider them. Since
the current development agreement is set to expire on January 25th

, the development team has
requested and staff is recommending the EDC consider granting a no-cost 60 day extension to the
agreement in order to allow time to vet potential changes to the original proposal. Staff further
recommends that should the EDC Board agree to grant the proposed extension to the agreement, the
City Commission and Brownfield/EDC Board meet jointly with the developer to discuss proposed
changes to the project and funding in order to determine whether or not there is interest by the City to
consider any amended proposal.

The developer has met the agreed purchase price of $30,000 through an initial earnest money deposit
of $1 0,000 and two due diligence extensions, each accompanied by an additional deposit of $1 0,000 as
provided for in the original agreement. The developer has also incurred a substantial amount of
additional private investment during the due diligence activities. Included in the packet is an
addendum to the development agreement which would authorize the recommended no-cost, 60 day
extension if approved. Should you have any questions ahead of the meeting, feel free to contact me.

City of Mt, Pleasant Community Services Division
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City of Mt. Pleasant

Economic Development Corporation (EDC)
Brownfield Redevelopment Authority (BRA)

January 23, 2018-11:00 AM
City Hall-Conference Room A

AGENDA

I. Call to Order:

Tim Coscarelly, Mary Ann Komexl, Tom Krapohl, City Commission Appointee, Margaret
McAvoy, Joe Olivieri (Vice-Chair), Jennifer Verleger, Nancy Ridley, Jeff Smith (Chair)

II. Approval of Agenda

III. Approval of the November 15, 2017 Meeting Minutes

IV. Old and New Business:

A. BRA
I. There is No Business for Consideration Before the Brownfield Redevelopment Authority

Board

B. EDC
I. Consider Granting Mt. Pleasant--410 W. Broadway LLC (Maplegrove) a No-Cost 60

Extension to their Development Agreement for the Purpose of Considering Revisions to
their Original Project Proposal

V. Other Business

VI. Public Comment

VII. Adjourn

All interested persons may attend and participate. Persons with disabilities needing assistance to participate
may call the Personnel Office at 779-5314. A 48-hour advance notice is necessary for accommodation.
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City of Mt. Pleasant

Brownfield Redevelopment Authority (BRA)
Economic Development Corporation (EDC)

MINUTES OF THE REGULAR MEETING
November 15,2017-1:00 P.M.
City Hall, Conference Room A

I. Call to Order

The meeting was called to order by Chair Jeff Smith at 1:00 p.m.

Present: Tim Coscarelly, Mary Ann Komexl, Tom Krapohl, Kathleen Ling, Margaret
M£Avoy, Joe Olivieri (Vice-Chair), Nancy Ridley, Jeff Smith (Chair), Jennifer Verleger

Absent: None

Also attending: (Staff): William Mrdeza, Michelle Sponseller
(Others): Steve Calverley, Eric Helzer, Jim McBryde (MMDC), Scott Wieland

II. Approval of Agenda

It was moved by Ridley, seconded by Krapohl, to approve the agenda as presented. The motion
passed unanimously.

III. Approval of the November 1, 2017 Meeting Minutes

It was moved by McAvoy, seconded by Ling, to approve the November 1,2017 meeting
minutes as presented. The motion passed unanimously.

IV. Old and New Business:

A. BRA

1. Consider Entering Into an Agreement to Share Captured Taxable Value with the
Mission !Pickard Downtown Development Authority on a Brownfield Plan for the
Campus Commons Development

Mrdeza explained that the Board needed to consider entering into an agreement with the
Mission/Pickard DDA to share captured taxes generated by the new Campus Commons
project on South Mission Street. As part ofthat project, the developer worked with the
Brownfield Board on the development of a Brownfield plan and reimbursement agreement.
In addition to other site conditions, a significant cost of the project involved relocating an
18" sanitary sewer line which ran beneath the proposed building footprint; the project
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would not have been built without the capture of allowable reimbursable expenses
associated Brownfield TIF capture. The Brownfield Board has entered into similar project
capture sharing agreements with the DDA in the past and this request is similar to those
previous agreements. It was moved by Ridley, seconded by Krapohl, to enter into an
agreement to share captured taxable value with the Mission/Pickard Downtown
Development Authority on a Brownfield Plan for the Campus Commons development.
The motion passed unanimously.

2. Consider Entering Into an Agreement to Share Captured Taxable Value with the
CBD-Tax Increment Finance Authority on a Brownfield Plan for the Proposed 410
West Broadway Development

Mrdeza next introduced a similar taxable value sharing agreement between the Brownfield
Board and the CBD-TIFA Board for consideration. This agreement concerns the proposed
mixed use project on the 410 W. Broadway site and is similar to the previous agreement
with the CBD-TIFA covering Brownfield Plan #3 for the renovation of City Hall. Since the
new project seeks an amendment to that original plan, a new sharing agreement between the
two Boards is necessary. It was moved by Ridley, seconded by McAvoy, to enter into an
agreement to share captured taxable value with the CBD-TIPA Board on a Brownfield plan
amendment for the proposed development at 410 W. Broadway. The motion passed unanimonsly.

3. Consider Recommending Amending the 320/410 W. Broadway Brownfield Plan (City
HalllParcel B) to Allow Financing Options to Assist with the Proposed Mixed Use
Development Project on the 410 W. Broadway Site

Mrdeza briefly explained that the development team for the proposed new development at
410 W. Broadway were attending the meeting in order to discuss the results of their due
diligence efforts to date. They also intended to share some conceptual designs so the
Brownfield Board could get an idea of the type of project to be constmcted, and primarily
to discuss a gap in project financing they have identified. The shOlifall in project financing
was primarily due to the fact that lenders required at least one dedicated parking space for
each of the proposed 91 housing units. Because of site constraints, the developer chose to
construct 70+ of those spaces beneath four floors of housing units, with the remainder of
the spaces on the rest of the site. Accommodating this parking requirement had been
identified as a challenge from the beginning of the project.

In order to address the financial shortfall created by this added cost, the development team
was proposing an amendment to the existing Brownfield Plan #3 (which covers the Borden
Building and 410 W. Broadway sites) and was seeking a recommendation from the
Brownfield Board to that effect. Mrdeza then introduced Eric Helzer from the project team
to further explain the details of the amendment request.

Helzer explained that the proposed amendment would extend the current plan an additional
fifteen years, making it a 30 year plan in total-the maximum allowable by law. As such,
the proposed amendment would continue the existing plan's capture of 100% of the taxes
generated for the duration of the project. In addition, the plan amendment anticipates a 5%
interest rate on reimbursable expenses. The plan amendment would also seek State of

Community Services Division City of Mt, Pleasant
320 W. Broadway Mt. Pleasant, MI 48858 (989) 779~5311

William R. Mrdeza, Community Services and Economic Development Director



3

Michigan pmiicipation in order to be eligible to capture school operating taxes and would
therefore need to be approved by the Michigan Strategic Fund Board.

Helzer indicated that based on their estimates as well as conversations with the City
Assessor's office, the $12.5 million investment in the project would result in a taxable value
of approximately $4.8 million. Helzer also explained that during the first six years (through
2022), the local TIF capture would be earmarked to go to the City for servicing the
remaining debt on the Borden Building. This totals $621,451. During that time, the
developer would primarily be eligible to receive the state school tax capture; he noted that
although the plan anticipates capturing school operating taxes, if approved the State of
Michigan makes the schools whole by making up the difference in what has been captured.

Helzer identified newly allowable costs that have been included in the Brownfield plan.
This amounts to $30,000 for Brownfield and work plan implementation. The plan proposes
spitting that amount between the City and the developer. Helzer continued his presentation
by explaining that the proposed plan identifies potential reimbursable expenses based on a
worst case scenario of construction and environmental remediation costs. These costs
amount to $5.9 million, although the plan will only suppOli approximately $4.9 million in
reimbursable expenses. In this way it is self-regulating and places the burden on the
developer to control actual costs as much as possible in order to limit their potential losses.

After Helzer's presentation, discussion from the Board followed. Coscarelly questioned
how the project went from the initial presentation of being totally privately financed and
generating a projected $300,000 annually to requiring a 15 year Brownfield plan needing to
capture 100% ofthe tax revenue in order to be economically viable. Helzer explained that
the cost ofproviding for 91 dedicated parking spaces as required by the lender resulted in
the majority of the cost increase. In addition, the project anticipated worst case
construction situations since there m'e still unknown site conditions such as buried
foundations, possible contamination that might need to be mitigated, etc. Helzer felt
confident that as additional information became available, these costs would be reduced.
He reminded the Board that even though these additional costs are included in the plan,
only those costs that are actually incun'ed are subject to reimbursement. On the other hand,
if there are potential eligible costs that are incuITed but not included in the plan, they cannot
be reimbursed.

Ridley reminded the Board that the proposed Brownfield plan amendment contained two
provisions that were not allowable under the Brownfield Redevelopment Program Policies
adopted by the City Commission earlier in the year. These included a 100% capture rate
(the policy specifies a 75% capture rate) and the payment of 5% interest on unpaid eligible
reimbursable expenses (the policy does not allow for the payment of interest). The policy
allows for exceptions to these requirements for projects that are: transformative in nature,
include a substantial investment and result in a similarly substantial increase in taxable
value once completed, or are considered to be exceptional or of special circumstance by the
Brownfield Board. For the Board's consideration, Mrdeza proposed the following list of
project attributes which fit this exception criteria:
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• Constructed of durable materials
• Contained a variety of architectural details in its design
• Was mixed use
• Was multiple stories
• Added 91 new residential market rate Class A housing units to the downtown
• No new market rate housing has been constructed in downtown for several decades
• Proposed project is larger with greater investment and taxable value than the

originally proposed project for this site
• Project activates a previously planned mixed use project that was never constructed

on the site (which is currently underutilized, vacant, and previously contaminated)
• Contributes a $12.5 million outside investment into the community
• Could serve as a potential catalyst for new additional development on the west side

of downtown

Board members agreed with this characterization of the project's unique attributes and
requested this information be included in the minutes of the meeting.

Ridley also recommended adding information to the "History" section of the plan on page 9
which identified the additional increment of added taxable value the new project was
projected to generate over that projected by the earlier project in the 2006 original plan.
She felt this would help to illustrate the value the new project would add over the original
expectations.

When asked about the timeline required for the next steps after City Commission action on
this recommendation, Helzer indicated that the state has 60 days to act on an application
once it has been received. He further indicated before a Brownfield application can be
submitted to the state for consideration, it must first receive approval at the local level.
Helzer also reminded the Board that even though the City might approve action on the
Brownfield plan request, the state will have a "second set of eyes" on the proposal in order
to make sure the costs, projections, and financing plan makes sense. It was moved by
Ridley, seconded by Kornexl, to recommend the proposed amendment to Brownfield Plan
#3 be approved by the City Commission, and to include the additional information on the
increment of value the new project would add (as suggested above) to the History section of
the plan. The motion passed unanimously.

1. Consider Sale Price for Property Owned by the EDe in Industrial Park South

Due to the length of the meeting, discussion of this item was postponed to a future meeting.

2. Use of 410 W. Broadway for the 2018 Man v. Mountain Event

Mrdeza infonned the Board that he has given approval for the use of the 410 W. Broadway property
to the Recreation staff to be used as part of the 2018 Man vs. Mountain 5K race event to be held on
February 3, 2018. He confirmed with the Maplegrove group that this would not pose a hardship or
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interfere with their plans for the property on that date and they saw no issue with that use of the
property.

V. Other Business

There was no Other Business discussed at the meeting.

VI. Public Comment

There were no public comments given or received for this meeting.

VII. Adjourn

There being no other business, the meeting adjourned at 2:38 p.m.
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ADDENDUM #1 TO
PURCHASE AND DEVELOPMENT AGREEMENT

This Addendum #1 to the Purchase and Development Agreement, dated as of July 25, 2017, between the
Economic Development Corporation of the City of Mt. Pleasant and Mt. Pleasant - 410 W. Broadway,
LLC (the "Purchase Agreement") is made as of January _, 2018.

RECITALS

A. Since entering into the Purchase Agreement, Seller has deposited an initial $10,000 and has
exercised its right to extend its Due Diligence Period two times, pursuant to Subsection 4.A of the
Purchase Agreement and deposited an additional $10,000 of Earnest Money for each extension, totaling
$30,000.

B. Buyer is working with Seller, the City, and others in an effort to match an appropriate project with
appropriate economic development incentives to ensure project feasibility.

TERMS AND CONDITIONS

For valuable consideration, the receipt and sufficiency of which are acknowledged, the parties agree:

1. Regardless of anything to the contrary in the Purchase Agreement, the Due Diligence period is
extended for an additional 60 days, until March 26, 2018, with no additional Earnest Money required.

2. All other terms and conditions of the Purchase Agreement shall remain in full effect except as
modified by this 1't Addendum.

Seller and Buyer have signed this Agreement as of the date first written above.

ECONOMIC DEVELOPMENT CORPORATION OF
THE CITY OF MT. PLEASANT

By:-:--:-:--=-----,--,------,_:_~:___:__=_,_____--
Jeffrey Smith, Chair, Board of Directors

By:~=-----,-=-----=--_:______,:___:__=_,_____-
William Mrdeza, Secretary, Board of Directors

MT. PLEASANT - 410 W. BROADWAY, LLC

By:-:-_----,---=-_:_----,---,-,_____-----
Steven J. Calverley, Manager

Date signed: "2018

Date signed: ____,2018
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