PURE ICHIGAN®

MEMORANDUM

DATE: July 24, 2013

TO: Michigan Strategic Fund Board Members
FROM: Mark Morante, SVP Special Projects

RE: DDA Development Plan Approval
Request

The Board is being asked to:

1. Approve a request from the Detroit Downtown Development Authority (DDDA) pursuant to 2012
Amendments to Act No. 197 of Public Acts of 1975, as amended, the Downtown Development
Authority Act (the “DDA Act”). Those changes permit the DDDA to use specified tax increment
revenues levied on or after July 1, 2010 (the “Catalyst Project Revenues”) to fund a Catalyst
Development Project approved by the Michigan Strategic Fund (“MSFE”). A Catalyst Development
Project is defined in the DDA Act as a project occurring in a city with a population greater than
600,000 resulting in at least $300,000,000 in capital investment. DDA and MEDC staffs have been
engaged in discussions with Olympia Development of Michigan, LLC (“ODM?”), and Wayne County
(the “County”) to establish a Catalyst Development Project northwest of the current DDA
Downtown District.

2. Approve a request from Olympia Development LLC of Michigan (ODM) for an inducement
resolution in the amount of $450 million to finance the construction of the new arena.

Staff recommends approval of both requests.

Background and Summary of the Project

For the past year or so, the parties of been actively engaged in negotiations regarding the building and
financing of a new multipurpose event center anchored by the Detroit Red Wings. Negotiations included
amending the DDA Act itself, which occurred last December, entering into a new Joe Louis Arena lease
and entering into a Memorandum of Understanding between ODM, the DDDA and the County. Now
that this work has been completed, various boards, city and county approvals are now necessary.
Briefly, the terms of the proposal are as follows:

1. The Catalyst Development Project will consist of two components: (i) the development of a new
events center consisting of approximately 650,000 square feet, approximately 18,000 seats,
attached parking and ground floor retail to serve as a new home arena for the Detroit Red Wings
and as a year-round venue for a wide range of sports and entertainment events (the “Events
Center”), the Events Center will be located in the area on the NW corner of 1-75 and Woodward.

2. The total cost of the Catalyst Development Project is estimated at $650 Million, in 2013 dollars,
with an estimated private investment of $365.5 Million and an estimated public investment of
$284.5 Million, with an approximate split of 56% private and 44% public funds.
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The development of the Events Center will cost approximately $450 Million, to be funded
through a contribution by the DDA of existing Catalyst Project Revenues, private land
acquisition contribution, and other project related costs incurred by ODM, and revenue bonds
having a term of 30 years to be issued by MSF (the “MSF Bonds™). The approximate split on
funding for this portion of the overall catalyst development project is 58% public and 42%
private.

The MSF Bonds will be repaid over the term of the MSF Bonds through the following sources:
(i) a pledge by the DDA of at least $12.8 Million per year but not to exceed $15 Million per year
in Catalyst Project Revenues; (ii) a contribution by the DDA of $64.5 Million from other tax
increment revenues, including but not limited to tax increment revenues attributable to certain
County assessments of approximately $4.75 Million, payable pursuant to an agreed upon
schedule; (iii) an annual payment by ODM of $11.5 Million; and (iv) other financial support
from the County as may be identified by the County. In addition to debt service on the MSF
Revenue Bonds, the above sources will also fund a debt service reserve, coverage reserve and
maintenance and repair reserve.

Subject to approvals by Wayne County contemplated in Paragraph 12 below, the DDA and the
County will enter into an Intergovernmental Agreement (the “IGA”) identifying the capture of
County taxes from the expanded portion of the DDA downtown district to be used towards the
Events Center.

Subject to approvals contemplated in Paragraph 12 below, it is anticipated that each of the City
of Detroit (the “City”), The Economic Development Corporation of the City of Detroit (the
“EDC™) and ODM will transfer to the DDA their respective lands located within the EC Project
Area for no cash consideration.

The DDA will own the Events Center and the DDA and ODM will enter into a concession
management agreement pursuant to the terms of which ODM will assume operational control of
the Events Center and be responsible for the costs of its operations and maintenance.

In addition to the Events Center, ODM has committed, and/or will induce other private
developers to commit, at least $200 Million for other developments within the Catalyst
Development Area.

The DDA and ODM (or its affiliates) will enter into a development agreement or agreements
relating to such additional developments.

Subject to approvals contemplated in Paragraph 12 below, it is anticipated that certain City-
owned and EDC-owned properties will be conveyed to the DDA to be held for additional
development projects.

Provided that ODM has entered into development agreements on or before five (5) years after
the Events Center is open and pursuant to the terms of those agreements ODM is obligated to
commence projects with aggregate budgeted costs in the amount of at least $200 Million, the
DDA will contribute up to $62 Million over approximately 30 years in Catalyst Project
Revenues in excess of those pledged to the repayment of the MSF Bonds to support such
additional development projects, to be allocated between the projects on a pro-rata basis.

The transactions contemplated by the MOU are subject to various approvals further described in
Section XIII of the MOU by the parties to the MOU, MSF, the EDC, and the City, including, but



not limited to the approval by the DDA Board and the City of the expansion of the existing DDA
downtown district and amendments to the DDA’s Tax Increment and Development Plan and the
approval by the EDC, and the City of contemplated land transfers. Upon approval of the MOU
by the Board of Directors of the DDA, DDA staff will present the Board the proposed
amendments to DDA Plan and related matters in the near future.

Attachments

The following are attached:

1.

w

A formal letter of request from the DDDA with Exhibits explaining the overall development, the
financing and the relative split between public and private funding of the project.
A power point presentation outlining other public/private stadia/arena developments across the
nation.
The executed MOU with Exhibits, maps, etc.
Additional background material:

a. Excerpt from DDA Plan describing Catalyst Development Project the Board is being

asked to approve.
b. Letter from ODM requesting the MSF to issue up to $450 million in bonds.
c. A brief FAQ and executive summary put together by ODM.

Representatives of ODM, the finance and legal teams, and the City will be at meeting to make a
presentation covering all the attachments and to answer any questions the Board may have.



City of Detroit
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Downtown Development Authority
500 Griswold « Suite 2200

Detroit, Michigan 48226

Phone: 313 863 2940

Fax: 313 963 8838

July 11, 2013

Mr. Michael A. Finney

Board President & Chairman
Michigan Strategic Fund

300 North Washington, 3™ Floor
Lansing, Michigan 48913

Re: Proposed Catalyst Development Project, Detroit, Michigan
Dear Mr. Finney:

On Junte 26, 2013 the Board of Directors of the City of Detroit Downtown Development
Authority (“DDA”) adopted proposed amendments to the Restated City of Detroit
Downtown Development Authority Tax Increment Financing Plan and Development Plan
for Development Area No.l (the “DDA Plan”). The amended DDA Plan has been
submitted to Detroit City Council for approval pursuant to the Downtown Development
Authority Act (Act 197 of 1975, MCL 125.1651, et. seq.). The amendments contain a
proposed “catalyst development project”, as that term is defined at MCL Section
125.1651(g) (the “Catalyst Development Project”™). We are enclosing with this letter a
copy of Section 407.11 of the DDA Plan which sets forth the proposed Catalyst
Development Project (Exhibit A) and a graphic depicting the geographic area within
which the project will be conducted (Exhibit B). MCL 125.1669(3) requires that the
Michigan Strategic Fund (MSF) approve or reject this section of the DDA Plan. We are
hereby requesting that Board of the MSF approve Section 407.11.

We understand that Olympia Development of Michigan, LLC (“ODM”) has submitted an
application for financing relating to the Events Center portion of the Catalyst
Development Project to the MSF. Said financing would be in furtherance of the Catalyst
Development Project and the DDA is in support of the request.

Sincerely,

Brian J. Holdwick
Authorized Agent
Downtown Development Authority
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EXHIBIT A TO LETTER TO MSF

407.11 Catalyst Development Project

The Events Center Project and the EC Ancillary Development Project, described below in Sections
407.11.1 and 407.11.2, constitute the Catalyst Development Project under the Plan and as authorized
pursuant to the Act. The Catalyst Development Project is located in the area depicted in Exhibit A to
Section 407.11 (the “Catalyst Development Area”), the legal description for which is as follows:

Beginning at the north right of way line of the Fisher Freeway North Service Drive and the east
right-of-way line of Woodward Avenue; then north along Woodward Avenue to a point on the
north right-of-way line of Charlotte Street and its extension thereof; then west along Charlotte to
the west right-of-way line of Fourth; then south along Fourth to the north right-of-way line of
Temple; then west along Temple to the west right-of-way line of Grand River; then southeast
along the west right-of-way line of Grand River to the south right-of way line of Middle; then
easterly along Middle to the west right-of-way line of Clifford; then easterly to the east right-of-
way line of Washington Boulevard; then north along Washington Boulevard to the north right-of-
way line of Park; then northwesterly along Park to the south right-of-way line of Adams; then
east along Adams to the west right-of-way line of Witherell; then southwesterly to the west right-
of-way of Madison extended; then southeasterly along Madison to the east right-of-way of John
R; then north along John R to the north right-of-way of Adams; then west along Adams to the
east right-of-way line of Witherell; then north along Witherell to the south right-of-way line of
Montcalm; then east along Montcalm to the east right-of-way line of John R; then north along
John R extended to the north line of the Fisher Freeway North Service Drive; then west along the
Fisher Freeway North Service Drive to the point of beginning.

407.11.1 Events Center Project

Project Description

The proposed “Events Center Project” is a sports/entertainment complex that is part of an initiative
conceived to expand the traditional downtown business district into the area north of the Fisher Freeway
and west of Woodward Avenue and to effectively connect downtown Detroit to Detroit’s Midtown area.
Its objective is to transform the 2013 Expansion Area from its currently largely blighted state into a
vibrant year-round business, residential and entertainment district that will enhance the viability of the
Authority’s past and present economic development efforts throughout the Development Area, and in
particular in the adjacent Grand Circus North Development Area. The initiative will also stimulate
private and public development efforts in Detroit’s Midtown area.

A primary component of the project will be the development of a multi-purpose sports and entertainment
center, including an attached parking deck (collectively, the “Events Center”) that will include a state of
the art professional hockey arena which will become the new home of the Detroit Red Wings
organization. In addition to serving as a venue for National Hockey League (“NHL”) events, the Events
Center will be able to host a wide variety of entertainment events, including but not limited to concerts,
other sports and entertainment events and similar events.

It is currently anticipated that the Authority will own the Events Center and that the Authority will enter
into a concession management agreement (the “EC CMA”) with Olympia Development of Michigan,
LLC or an affiliate thereof (“ODM?), pursuant to the terms of which ODM will assume the management
and operation of Events Center. In the event that Wayne County provides a funding commitment for the
construction of the Events Center, subject to the approval of the Board of Directors of the Authority, the
Authority may transfer its ownership interest in all or a part of the Events Center to the Detroit/\WWayne
County Stadium Authority or other building authority formed under Act 31 of 1948, or other public entity,
as determined by the Authority. Under such an alternative ownership structure, the EC CMA structure
would also be modified, subject to the approval of the Board of Directors of the Authority. By way of
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example, such building authority may lease the Events Center (or such portion in which it has an
ownership interest) to Wayne County and Wayne County, in turn, would sublease the Events Center (or
such portion thereof) to the Authority and the Authority, in turn, would enter into the EC CMA as
contemplated above.

The City and the EDC will convey to the Authority their respective properties located within the EC
Project Area and described in Section 406.2.2 of the Plan for a nominal cash amount and other valuable
consideration for the purposes of project implementation. Likewise, ODM (or its affiliates) will convey
to the Authority those properties owned by it within the EC Project Area and described in Section 405.1.1
for a nominal cash amount and other valuable consideration for the purposes of project implementation.

Developer

It is anticipated that the Authority will own the Events Center and co-develop the Events Center with
ODM or an affiliate thereof. Construction will be coordinated between the Authority, ODM and/or its
affiliates, including but not limited to the Detroit Red Wings organization, and, if and as necessary, the
City. In the event that the Detroit/Wayne County Stadium Authority or other building authority formed
under Act 31 of 1948 owns the Events Center or a portion thereof as contemplated above, such building
authority would also be involved in the development and coordination of construction of the Events
Center.

Location, Extent and Character of Proposed Improvements

The Events Center will generally be located west of Woodward Avenue and east of existing and vacated
alleys west of Park Street’s existing location, commencing at the service drive for the 1-75 Fisher Freeway
and continuing north to Temple Street, as shown in the map attached hereto as Exhibit B to Section
407.11 (the "EC Project Area”), covering approximately 23.2 acres of generally vacant and underutilized
land.

The EC Project Area may be amended from time to time by means of a resolution adopted by the Board
of Directors of the Authority. In the event that the Events Center is owned by the Detroit/Wayne County
Stadium Authority or other building authority or public entity as contemplated above, at the time of any
such amendment, a resolution approving such amendment would also be required of the Board of
Directors of such authority.

The Events Center will feature a NHL regulation ice rink and all fixtures, equipment and amenities
customarily found in a first class professional sports and entertainment complex. The Events Center is
planned generally as an approximately 650,000 square foot NHL caliber arena with approximately 18,000
seats, including approximately 1,200 premium seats. Plans include construction of an attached car
parking deck located within the EC Project Area, estimated to accommodate 500 parking spaces. The
ground floors of the buildings located within the EC Project Area, including of the attached parking
garage, will feature approximately 10,000 square feet of retail space featuring a team store, restaurants
and other retail. Such retail will be open to the public during appropriate days and hours, including when
the Events Center is not being used for events.

Project implementation will impact a majority of structures within the EC Project Area and may require
demolition of certain structures to accommodate construction of the Events Center. The existing street
grid and block layout of the EC Project Area may be altered in order to facilitate access to the new uses
and to facilitate vehicular and pedestrian circulation throughout the area. It is anticipated that major
streets leading into the area will receive streetscape, curb and sidewalk improvements. Further detail on
possible changes to the current streets and rights of way to accommodate the Events Center is set forth in
Section 404.1.1.

Estimated Cost $450,000,000
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Source of Funds®
Private: $188,412,775°
Public: $261,587,225

The costs of constructing the Events Center will be paid from money deposited into a fund to be
established by the Michigan Strategic Fund (“MSF”) (the “Events Center Fund”), which funds will be
controlled by a bond trustee and disbursed to ODM (or its affiliate) as construction progresses in
accordance with the EC CMA. The sources of the Events Center Fund will include: (i) funds that the
Authority has obtained as a result of property tax capture, continues to hold, and is authorized by MCL
125.1651 or by the State of Michigan to contribute to the Events Center Fund, currently estimated at $31
million®; and (ii) proceeds from one or more series of revenue bonds (the “EC Revenue Bonds™) to be
issued by the MSF. Funds from other public or private sources for application to pay costs of
infrastructure in or around the EC Project Area and funds committed by Wayne County (if any) may also
be deposited in the Events Center Fund, to the extent available.

It is anticipated that the EC Revenue Bonds will be repaid over a period not to exceed 30 years from the
following sources:

1. An irrevocable pledge by the Authority of tax increment revenues described in MCL
125.1651(cc)(vi) (the “Catalyst Project Revenues”) of approximately $12.8 million and up to $15
million annually as authorized by MCL 125.1664(6).

2. A contribution of $64.5 million by the Authority from its local tax increment revenues, payable
pursuant to a schedule to be determined by the Authority and the bond trustee. This amount will
include all tax increment revenues attributable to Wayne County taxes in the 2013 Expansion
Area for the duration of the EC Revenue Bonds, currently estimated at approximately $4,740,000.

3. $11.5 million annually payable by ODM (or its affiliate).

ODM, or its affiliate, shall be solely responsible for any construction cost overruns relating to the
construction of the Events Center. The obligations of the governmental parties with respect to debt
service on the EC Revenue Bonds shall not exceed the amounts specified above.

It is anticipated that ODM (or its affiliate), will be primarily responsible for paying the operating and
maintenance costs of the Events Center. However, beginning four years following the issuance of the EC
Revenue Bonds, a reserve for maintenance and capital improvements will be established from the above
described sources and the sum of $500,000 per year, escalating at the rate of 4% per year, will be placed
in this reserve.

Estimated Completion Date
Construction of the Events Center is anticipated to be completed by 2017.

! Amounts indicated represent the present values as of July, 2013 of sources of private and public funding over the
term of the EC Revenue Bonds, discounted at a rate of approximately 5.91%.

2 Amount includes land acquisition and other project related costs by ODM for privately owned parcels included in
the EC Project Area.

% Such funds are comprised of Catalyst Project Revenues held by the Authority prior to the date of the 2013 Plan
amendment and attributable to periods from and after July 1, 2010, deemed to be attributable to such periods or
otherwise authorized by the Michigan Department of Treasury.

* It is possible that $25 million rather than $31 million may be available from existing tax capture for such use. In
the event that the amount of available funds is so reduced, additional private funding from ODM in the amount of
such reduction will be added to the project.
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407.11.2 EC Ancillary Development Project

Project Description

As part of the Catalyst Development Project, other projects involving the development, redevelopment,
rehabilitation and repurposing of existing buildings and vacant lands located in portions of the Catalyst
Development Area outside of the boundaries of the Events Center are proposed (the “EC Ancillary
Development Project”). The construction and development of the Events Center will give impetus to
other mixed-use development in the Catalyst Development Area.

The City and the EDC will convey to the Authority their respective properties located within the Catalyst
Development Area and described in Section 406.2.2 of the Plan for a nominal cash amount and other
valuable considerations for the purposes of project implementation. Such properties will be held by the
Authority for development.

Developer

It is anticipated that independent developers and/or owners of private property, including but not limited
to ODM or its affiliates, will participate in the EC Ancillary Development Project. In addition, with
respect to any properties owned by the Authority, it is anticipated that the Authority would enter into
development agreements with private developers, which may include ODM or its affiliates, with respect
to the development of such properties.

Location, Extent and Character of Proposed Improvements

Development projects could be located anywhere within the Catalyst Development Area outside of the
Events Center. Such projects may include retail, office, business, business innovation, housing, and
education projects.

Certain projects currently under consideration include the following:

e New construction at Woodward near Sproat consisting of approximately 105,000 square feet of
office and 35,000 square feet retail;

o Approximately 25,000 square feet of Office/Retail on Woodward,;

e Detroit Life Building Renovation consisting of approximately 3,645 square feet of retail and 35
residential units;

e Blenheim Building Renovation consisting of approximately 1,833 square feet retail and 16
residential units;

e 1922 Cass Renovation consisting of approximately 70,000 square feet of office;

o New parking deck to accommodate approximately 700 cars, with approximately 15,000 square
feet ground floor retail; and

e Approximately 20,000 square feet footprint for new hotel and retail.

However, after the feasibility of these and other projects are assessed by the Authority and potential
developers, different projects acceptable to the Authority may be substituted for these projects. In
addition, subject to the approval of the Authority and MSF, other projects consisting of the development
or redevelopment of other vacant properties or abandoned buildings within the Catalyst Development
Area may be identified at a later date and funded with Catalyst Project Revenues.

It is also anticipated that a new DTE substation described in Section 404.5.3.1(a) of the Plan will
constitute a component of the EC Ancillary Development Project. Infrastructure projects, to the extent
such projects support new developments projects in the Catalyst Development Area, are also
contemplated as part of the EC Ancillary Development Project. By way of example only, infrastructure
projects may include the construction of an elevated pedestrian bridge over the Fisher Freeway, located at
Park Avenue or Clifford Avenue, the widening of the Woodward Avenue bridge over the Fisher Freeway,
and/or other similar streetscape projects, including those described in Section 404.1.1 of the Plan.
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Estimated Cost
The exact cost of the EC Ancillary Development Project is not currently known, but estimated at least

$200 million.

Source of Funds

Private: $177.0 million pursuant to a commitment by ODM or its affiliates to invest, or cause
other private parties to invest, such amount in the EC Ancillary Development Project.

Public: Approximately $23.0 million in Catalyst Project Revenues, estimated to be the amount of
Catalyst Project Revenues over the term of the EC Revenue Bonds in excess of those
pledged for purposes of debt service on the EC Revenue Bonds.
Additional public funds yet to be determined for specific projects’.

Estimated Completion Date: To be determined

! Represents present value as of July, 2013 of $62 million in Catalyst Project Revenues estimated to be collected
over the term of the EC Revenue Bonds, discounted at a rate of approximately 5.91%.

2 Such public funds may include tax increment revenues reallocated from other projects, upon approval of the Board
of Directors of the Authority, as permitted by the Plan.
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CATALYST DEVELOPMENT PROJECT
Sources and Uses of Funds®

Events Center:
Land acquisition costs, preliminary site work and
construction of Event Center

Private Financing (ODM) $188,412,775
Public Financing $261,587,225
Existing Catalyst Project $31,000,000
Revenues
Catalyst Project Revenues $206,244,442
Commencing 12/2013
Wayne County tax increment $1,717,277
revenues in 2013 expansion area
Other tax increment revenues $22,625,506
Events Center Subtotal $450,000,000

EC Ancillary Development Project:

Land acquisition, demolition, construction,
rehabilitation, infrastructure for EC Ancillary
Development Project

Private Financing $177,028,000

Public Financing $22,972,000
EC Ancillary Development Project Subtotal $200,000,000
Overall Catalyst Development Project

Private Financing $365,440,775

Public Financing $284,559,225
Catalyst Development Project Total $650,000,000

! Private and public funding for Event Center construction and public funding for the EC Ancillary Development
Project represents the present value as of July, 2013 of sources of such funding sources over the term of the EC
Revenue Bonds, discounted at a rate of approximately 5.91%.
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Presentation to:
Michigan Economic Development Corporation
Michigan Strategic Fund Board

July 24, 2013




Why we are here

The llitch organization is taking a step forward with the public sector to
create a partnership that will support the development of an innovative
district in Detroit's downtown core comprised of residential, retail and
office facilities, anchored by a new state-of-the-art, multi-purpose events
center. We are excited by this catalyst development project’s potential to
positively impact the economy, create thousands of jobs and be a driving

force in the growth of our city, region and state.
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Presenter
Presentation Notes
In evaluating case studies throughout the country over several years, there are lessons to be learned on building successful districts.  We are using elements from all these projects to understand what worked and what didn’t work, that we will use when we are all ready to move forward.

We know what works best for the revitalization of an urban core is the concentration of well-defined districts that include a fine balance of business, education, residential, culture, sports and entertainment assets.  

These districts are embedded with parks, plazas and sidewalks that unify existing districts to provide continuity and stabilization of the city’s urban core.

And the stabilization of the city’s core can only be maintained with  well thought out planning that achieve both an immediate and long term impact that will lead to more investment in the city, state and region’s development.

We are going to show you just a few of the case studies we explored …. Starting with Los Angeles 


Great states, have great cities...and Detroitis
one of :Michigan’s greatest.opportunities

Great Cities:
Enhance the quality of life

Create opportunities by investing resources that enhance
prior investments

Utilize strong partnerships between the public and private
community to foster economic vitality and growth



Presenter
Presentation Notes
All great states have great cities.  And as such, historically and even today, Detroit remains one of Michigan’s greatest cities whose economic growth, is imperative to the state’s economic recovery. We believe we have a measurable opportunity that will support Detroit ‘s revitalization and its path towards economic stability that will help lead Michigan to a more vibrant future in the global economy and  improve the quality of life for the city, state and region.

We are prepared to work with our public partners to invest resources towards a means that would build upon, and retain the existing knowledge-based economy we have coming from our world-class university system, as well as specialized trades across Michigan by creating job opportunities that would drive the viability of a community.

The collaboration of the public and private sector is imperative in order to continue playing a key role in fostering growth in Detroit’s urban core by creating sustainable and innovative opportunities where people will want to live, work and play.  

We are here today to present you a large-scale opportunity to connect Detroit’s downtown assets.  However, before we get to that, we’d like to show you that we have done our due diligence in determining the viability of such an opportunity for our city and state.


Case Studies: Lessons Learned

What works best for events centers and urban
revitalization:

« Concentrate revitalization in a well-defined district

 Include a balance of business, residential and cultural
assets with a sports and entertainment center

 Include parks, plazas and sidewalks that provide
continuity and connectivity with other. districts

- Develop detailed and defined plans, short and long term,
that will lead to more development and investment

__ -



Presenter
Presentation Notes
In evaluating case studies throughout the country over several years, there are lessons to be learned on building successful districts.  We are using elements from all these projects to understand what worked and what didn’t work, that we will use when we are all ready to move forward.

We know what works best for the revitalization of an urban core is the concentration of well-defined districts that include a fine balance of business, education, residential, culture, sports and entertainment assets.  

These districts are embedded with parks, plazas and sidewalks that unify existing districts to provide continuity and stabilization of the city’s urban core.

And the stabilization of the city’s core can only be maintained with  well thought out planning that achieve both an immediate and long term impact that will lead to more investment in the city, state and region’s development.

We are going to show you just a few of the case studies we explored …. Starting with Los Angeles 


Case Study: Los Angeles

From tarnished reputation ...



Presenter
Presentation Notes
In the early 1990s, just south of downtown Los Angeles, the city was reeling from the riots that erupted in response to the Rodney King verdict.  After more than $1 billion in property damage and the loss of countless lives, the city’s core and reputation were tarnished.  Many opposed rebuilding downtown in South Central Los Angeles, wanting to focus instead on outlying areas.



Los Angeles

... to “an unqualified success.... a win for taxpayers, the economy and all the
people of Los Angeles.” Laura N. Chick, former LA Controller.and City Councilwoman

Downtown population up 148%
Housing units up 167%

Assessed property values up 83%

No city general fund dollars
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Presentation Notes
An effort was underway by the city’s leadership to concentrate its efforts on rebuilding its business core and ultimately its reputation, near the existing convention center site.  Today, an economically viable neighborhood exists amidst a vibrant set of sports and entertainment complexes adjacent to the city’s financial center.

As a result of this concentrated effort to re-invest both public and private resources,  L.A.’s downtown population is up 148%, housing units are up 167% and assessed property values up 83%.
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San D

From a blighted downtown with high crime rate, declining business

activity and a relocating population ...

Case Study
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Presentation Notes
Just down the way in San Diego, the city’s core, like many cities during the 1960s and 1970s, was experiencing a decline as many residents and businesses moved out of downtown and into the suburbs.  The East Village, in particular, became a blighted neighborhood with drug activity and high crime, slowing the development of downtown as an attractive area near San Diego’s Convention Center which opened in the 1980s in the hopes of a rebirth.  


San Diego

... towaterfront neighborhood

More than 3,600 residential
units added

957 new hotel rooms

610,000 square feet of new

commercial space
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Presentation Notes
After much thought and discussion on the immediate and long term plans to further activate the Convention Center, the city of San Diego contributed public dollars to acquire land near the site to develop an entertainment district that would include PETCO Park to re-energize and re-activate the city’s core and boost convention tourism.  

As part of the private collaborations, the Padres’ owner at the time was willing to commit a certain level of investment in exchange for public investments in ballpark and needed infrastructure.  The new East Village district has seen more than 3,600 residential units, 750 new hotel rooms and 547,000 square feet of new commercial space added.


Case Study: Indianapolis

From “India-no-place” ...
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Presentation Notes
During this process we were certain to review case studies closer to home.  One of those case studies was Indianapolis.  Indianapolis experienced something very similar to San Diego as it experienced loss of its residents to the suburbs in the 1970s.  A study of the city and the region’s image that was conducted at that time, concluded it had no image and was subsequently called India-NO-place.  



Indianapolis

... to “Amateur. Sports Capital of the World”

e Downtown population up 68%

e Apartment units up 45%
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Presentation Notes
The plan for downtown’s revitalization was connected to an amateur sports strategy which became the catalyst in attracting what would ultimately evolve into a much larger sports, entertainment and cultural district.  The strategy involved unifying amateur sports, professional sports, arts & culture with the building of a residential neighborhood that would ultimately re-define downtown and Indianapolis.  The result was a downtown population increase of 68% and a 45% rise in apartment units. 
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Case Study
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The plan to link the university to the downtown business district, involved the transformation of the large, abandoned state penitentiary site that separated these two major assets and subsequently created another district in the process.  The district plan, which included Nationwide Arena as the linchpin, helped spur infill development and connect the major university campus in Columbus to the downtown core, thus creating a vibrant, walk-able district with a positive identity.  


Columbus

... tolavibrant new neighborhood linking the university to the
downtown business district

e More than 500 residential units
e 1.2 M square feet in Class A
office space
Ancillary development
 New restaurants and pubs
e City parks

* New/renovated hotels
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As a result, The Arena District has added more than 500 residential units, along with 1.2 million square feet in Class A office space and ancillary development which includes 14 new restaurants and pubs, 15 acres of parks and 3 new/renovated hotels.



Public-Private Partnerships

How successful projects are structured

Arenas & Ballparks Built In The Last 10 Years Year Public__ Private
« FedEx Forum — Memphis, TN 2004 100% 0%
« Toyota Center — Houston, TX 2003 100% 0%
- Great American Ball Park — Cincinnati, OH 2003 90% 10%
«  Amway Center — Orlando, FL 2010 90% 10%
- Jobing.com Arena — Glendale, AZ 2003 80% 20%
- Citi Field — New York, NY 2009 4% 26%
- Consol Energy Center — Pittsburgh, PA 2010 68% 32%
- Petco Park — San Diego, CA 2004 67% 33%
« Prudential Center — Newark, NJ 2007 56% 44%
- Time Warner Cable Arena — Charlotte, NC 2005 50% 50%
- Citizens Bank Park — Philadelphia, PA 2004 50% 50%
» ~Events Center District — Detroit, Ml TBD 44% 56%

Average Finaw% Private /
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Catalytic Activity

Opportunity to activate highly
under-utilized areas and
strengthen existing assets

CONNECTOR
DEVELOPMENT |
WALKABLE
DENSITY and ACTIVATION
* RECRUITING TOOL

* ACCESSIBILITY

o ﬂABlLlT\\

14


Presenter
Presentation Notes
What all of these case studies have shown us, is that downtown Detroit has already started the process of identifying the core to its revitalization.  And within that core, we have a viable opportunity  for a large-scale connector that links Detroit’s existing assets in one of the most under-utilized areas in the downtown.  A continuous, walkable environment connecting one district to the next that would serve to improve the quality of life for residents and visitors alike who would experience density and activation in a genuine urban setting that would locate additional and accessible residential, retail and expanded entertainment.  

This new opportunity would serve as a recruiting tool for companies who have already relocated their workforce to the city’s core and allow these companies to continue attracting and retaining “knowledge economy” talent that would ultimately stabilize the city, state and region.  



The Vision

e A district that accommodates a variety of uses

e A blend of revitalized landmarks and new buildings

e An eclectic mix of restaurants and street-side shopping
e A central gathering place

e A venue that will serve as a point of destination

3 -

15.



Presenter
Presentation Notes
The vision is that of a district in downtown Detroit that accommodates a variety of uses and transitions seamlessly from day to night, from weekday to weekend and from season to season; a blend of revitalized landmarks and new buildings will serve as the residential and workspace for thousands. 

The district will become another gathering place with an eclectic and energetic mix of restaurants and street-side shopping with and inherent mix of sports and entertainment.  Within this district, will stand a new state-of-the art, world class Events Center that will serve as a point of destination to a vibrant collection of historic city blocks that will link he city’s assets and inspire civic pride.


16-

Event Opportunities

Detroit’s sports and entertainment industry injects excitement
and vibrancy into the region and state by participating in, and
attracting major sporting events and spurring new business.

e World Class Concerts  NCAA Frozen Four

e MLB All-Star Game e PGA Ryder Cup

e MLB World Series e Detroit Indy Grand Prix
e NFL Super Bowl XL e APBA Gold Cup Races

e NHL Stanley Cup Playoffs e« Red Bull Air Races
* NBA Playoffs e WWE WrestleMania

e NCAA FiﬁéTFO&\ e Specialty Showwi/
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Detroit draws big events which create opportunities for restaurants and businesses to thrive, that in turn impact the city, region and state. With the Tigers back to back playoff appearances and having reached the World Series in October, 21 straight Stanley Cup Playoff appearances for the Red Wings, the Ryder Cup, the Final Four, the re-institution of the Detroit Grand Prix this past summer, Detroit has experienced more than $800 million in economic impact since 2005 as a result of staging major sporting events such as these I mentioned and those that you see on the slide.

Many of these major events can host anywhere else in the country, but the organizers choose Detroit and they choose Michigan because they know this market can sustain these great events.  These events infuse intangibles such as energy, vitality and civic pride by bringing people together and showing the region in a positive light.  They also provide tangibles in the form of economic activity by way of job opportunities and increased spending in the region.


Sustained Jobs Growth

EXISTING DOWNTOWN ARENA

660 $125M

Permanent jobs Annual economic
Impact

NEW EVENTS CENTER

1,100 $210M

Permanent jobs Annual economic

" 4
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Each year we anticipate the new Events Center will produce $210 million in economic impact; this will represent a 66.7% increase from the impact from the operation of the existing downtown arena.

The number of direct and indirect jobs from the current facility to a new Events Center will increase by 67%.


Immediate Jobs Impact

EVENTS CENTER ONLY

5,550 $200M  $700M

Jobs created from Total economic impact Total economic impact
construction within Wayne County within the State of
Michigan

EVENTS CENTER AND PHASE 1 ANCILLARY DEVELOPMENT

8,300 $300M $1B

Jobs cree_lted from Total economic impact ~ Total economic impact
construction within Wayne County within the State of
Michigan

euncesmBIVETRES IR OSEN AUNRENIVErSIHOTIVICHIGA!
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JOBS CREATED: We expect approximately 5,550 construction-related jobs during the building of the Events Center alone. We anticipate that number going up to approximately 8,300 construction-related jobs with the Phase 1 ancillary development over a 30-month build out. 

ECON. IMPACT:  The second and third boxes of both rows represent the total the total economic value for the combined economic value of the Events Center and the committed ancillary development and just the Events Center.  The information required to produce this estimate is accurate only at the county level.  That that reason a projection is made for Wayne County and then for the balance of the commute shed.


Long-Term District Economic Impact
(Phase 2. 20 year build out)

$1.1B

Direct expenditures

$780M

Indirect effect

$1.8B

Total economic impact
within the State of
Michigan
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As we saw in all of the case studies, these districts have significant impact.  In this case, we expect the full build-out of this district to realize direct expenditures for labor (present value) that will result in $343 million in salaries and nearly $757 million in materials. The workforce will have an indirect and induced impact of $300 million while materials will factor into the remaining $480 million of $780 million (total)

The Southeast Michigan region can expect approximately $1.8 billion from the build-out. 


Momentum
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Residential Rental Unit Highest Population Growth is Expansion of World-Class
Occupancy Rates are 95%+  Among Young, Educated People Medical Institutions

Growth in Higher Education Newly Expanded
Convention Ce
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Since 2006, there has been a $9.3 billion investment made in Detroit’s planned, active and completed development. Beyond the numbers, this is a step forward for the city, state and region.  Due diligence has been done and the viability of a new Events Center district that will serve to connect existing city assets in the core of Detroit’s downtown can be a reality.  

As expressed earlier, great states have great cities.  And our companies, which are deeply rooted in the spirit of entrepreneurship, have played a significant role and invested resources into the revitalization and vibrancy of the city and state in an effort to improve the quality of life. A new Events Center district is a regional economic generator that requires a solid collaboration between the public and private sectors who are willing to invest the capital resources necessary for further economic investment and development. 


Civic Pride and Positive Social Impact
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But just as important, sports and entertainment provide a social glue that brings residents together in a show of civic pride for Detroit and Michigan.  It creates a positive social impact that shapes the culture and identity of the region on a global level while bringing hope and renewal home.

We ask for your commitment to this opportunity which will have a catalytic impact in the unification of the great assets already in place in Detroit’s downtown.  There are many residents, business owners and leaders who believe in Detroit, and Michigan. This opportunity you have in front of you stands to gain maximum return and a catalytic impact on the city, state and region.  Thank you.
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