ADOPTED - APRIL 11, 2017

AGENDA ITEM NO. 8

Introduced by the County Services and Finance Committees of the:

INGHAM COUNTY BOARD OF COMMISSIONERS

RESOLUTION TO APPROVE A BROWNFIELD PLAN FOR THE K3 PROPERTY

RESOLUTION # 17 – 132

WHEREAS, the Ingham County Board of Commissioners created the Ingham County Brownfield Redevelopment Authority (ICBRA) in September 2001 (Resolution #01-279) pursuant to PA 381 of 1996, as amended (the ACT) in order to promoted the redevelopment of environmentally distressed, functionally obsolete, and/or blighted areas of the County; and

WHEREAS, the ICBRA met on February 10, 2017 and recommended approval of a brownfield plan for K3 Property LLC (the PLAN) to redevelop deteriorating and under-utilized property in the City of Mason (the CITY) with tax ID Numbers: 33-19-10-08-476-012 and 33-19-10-08-476-010 (the PROPERTY) containing approximately 2.18 acres into a Klavons Restaurant with an investment of approximately $2,500,000  which will increase the County’s taxable value while creating approximately 108 FTE jobs; and

WHEREAS, the PLAN includes a Tax Increment Financing Plan to allow for the capture of taxes to reimburse for eligible expenses as described in the PLAN; and

WHEREAS, the PLAN constitutes a public purpose under the ACT; and

WHEREAS, the proposed PLAN meets the requirements for a Brownfield Plan as established in Section 13 of the ACT; and

WHEREAS, the CITY held a public hearing on the PLAN at its meeting on March 6, 2017 and approved the PLAN at its meeting on March 6, 2017; and

WHEREAS, the Developer has agreed to add Section XX “Tax Valuation and Payment of Tax Increment Revenue Shortfall” in the Development Reimbursement Agreement between the Developer and ICBRA for the capture and repayment of tax increment revenues towards eligible Brownfield Plan costs related to the shortfall in the event of a tax appeal; and

WHEREAS, the proposed Brownfield Plan includes a total capture of $245,923.44, of which the projected costs of eligible activities is $234,212.80 and the maximum capture into the ICBRA Local Site Remediation and Revolving Fund (LSRRF) shall be 11,710.64; and

WHEREAS, the taxing jurisdictions that will be affected by this PLAN have been duly notified about the fiscal and economic implications of the proposed Tax Increment Financing Plan in accordance with the ACT.

THEREFORE BE IT RESOLVED, that after review and consideration of the Brownfield Plan for the K3 Properties and recommendation and approval of the PLAN by the City of Mason, the Ingham County Board of Commissioners desires to proceed with approval of the PLAN.

BE IT FURTHER RESOLVED, that the Ingham County Board of Commissioners, pursuant to the authority granted by the ACT does hereby approve the Brownfield Plan for K3 Property LLC in the form attached as Exhibit A and authorizes the Chair to sign all agreements needed to implement the PLAN after approval as to form by the County Attorney.

COUNTY SERVICES:  Yeas:  Celentino, Crenshaw, Grebner, Nolan, Koenig, Sebolt, Maiville

          Nays:  None     Absent:  None     Approved  3/21/2017
FINANCE:  Yeas:  Grebner, Hope, Anthony, Schafer, Case Naeyaert

          Nays:  None     Absent:  McGrain, Tennis     Approved  3/22/2017

.
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1. INTRODUCTION AND PURPOSE

Envirologic has prepared this Brownfield Plan on behalf of K3 Property LLC and for the Ingham
County Brownfield Redevelopment Authority for two parcels of developed property, totaling
approximately 2.18 acres and located at 318 W. Kipp Road, Mason, Michigan, being redeveloped
by K3 Property LLC. (Exhibits, Figure 1). The project includes the redevelopment of a former auto

service and adjoining vacant parcel into a pizzeria and pub establishment.

The proposed project included in this Brownfield Plan will benefit the local community by
creating a gathering space for local residents as well as increasing tax revenue for the City of
Mason. The subject property consists of two parcels. The 1.22-acre parcel located at 318 W. Kipp
Road houses a former auto service, approximately 3,700 square feet in size. The property has
been vacant for approximately 12 months. The adjoining parcel is vacant land, approximately
0.96 acres in size. Therefore, the redevelopment project is creating new investment in the
community by creating new jobs and making productive use of an underutilized piece of

property.

The developed parcel at 318 W. Kipp Road (Parcel ID# 33-19-10-08-476-012) has been identified
as “Functionally Obsolete” by the City Assessor for the City of Mason, a certified Michigan
Advanced Assessing Officer. This determination was based on an inspection of the property on
June 13, 2016. The definition for “functionally obsolete” means that the property is unable to be
used to adequately perform the function for which it was intended due to a substantial loss in
value resulting from factors such as overcapacity, changes in technology, deficiencies or super
adequacies in design, or other similar factors that affect the property itself or the property’s
relationship with other surrounding property. The assessor has based her expert opinion on the
fact that the property is uncompetitive with recently constructed properties in the vicinity. Such
uses that attract business off the interstate highway such as retail shopping, gas stations,
restaurants, and lodging are market standard in the immediate vicinity. The subject property
does not have a public water, storm, or sewer connection. The assessor has deemed that it would
not be financially feasible to convert the current structure to a use more suitable to this subject’s
location. The adjacent vacant parcel (Parcel ID# 33-19-10-08-476-010) is included in this

©envirologlc
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Brownfield Plan because it is contiguous and adjacent to the functionally obsolete parcel and

development of the adjacent parcel will increase the captured taxable value of that property.

The project includes “non-environmental costs” that are eligible for reimbursement through the
Brownfield Plan. Specific non-environmental eligible costs include public infrastructure costs and
preparation of the Brownfield Plan. The installation of a sanitary sewer connection and
connection to public water and storm water drainage system is an eligible cost as the City of
Mason is a Qualified Local Unit of Government (Core Community). Public infrastructure

improvements are eligible for reimbursement in Core Communities.

This Brownfield Plan identifies the eligible non-environmental activities that have been
completed or will be conducted and which will be reimbursed through the capture of local tax
increment revenues. School tax increment revenues are not being sought through this Brownfield

Plan.

The purpose of this plan, to be implemented by the Authority, is to satisfy the requirements for a
Brownfield Plan as specified in Act 381 of the Public Acts of the State of Michigan of 1996, as
amended, MCL 125.2651 et. seq., which is known as the “Brownfield Redevelopment Financing

Act.” Terms used in this document are as defined in Act 381.

2. ELIGIBLE PROPERTY INFORMATION

The property subject to this plan consist of two parcels (Parcel IDs: 33-19-10-08-476-012 and 33-
19-10-08-476-010) totaling approximately 2.18 acres and located at 318 W. Kipp Road, City of
Mason, Ingham County, Michigan (property). Parcel 33-19-10-08-476-012 has been designated
“Functionally Obsolete Property” by the City Assessor for the City of Mason. Parcel 33-19-10-08-

476-012 is adjacent and contiguous to the functionally obsolete property.

Within the City of Mason, the property is situated on the north side of W. Kipp Road between S.
Cedar Street and the entrance ramp to US-127. Vacant land exists to the west, a Meijer grocery

store exists to the south, a residential neighborhood to the north and a dry cleaning business to
the east. The subject property is zoned “C2,” Commercial. The new pizzeria created through this
redevelopment project will complement the business district and meet the needs of gathering

and dining options of the community.



[image: image5.png]The existing structure on the property includes one vacant and “functionally obsolete”
commercial building, approximately 3,700 square feet in size. The “functionally obsolete” status
is based on the property is uncompetitive as compared to surrounding properties and due in part
to a lack of a sewer or public water connection to the property. The installation of public utility

connections represent an additional challenge to the development.

A location map and legal description can be found in Exhibit A.

3. PROPOSED REDEVELOPMENT

This Brownfield Plan has been prepared to support the redevelopment efforts of the subject
property. The redevelopment consists of converting a “functionally obsolete” and vacant former
auto service into a pizzeria and pub. Extension of the public sewer, water, and stormwater
drainage system to serve the project site and nearby properties will be completed by the City of
Mason. Redevelopment is scheduled to begin in April or May of 2017 with an anticipated

completion date of late December, 2017.

The site is currently owned by K3 Property LLC. The private investment is expected to be
$2,500,000 with 108 new FTE jobs created as a result of the proposed project.

4. BROWNFIELD CONDITIONS

The subject property was developed into an auto repair service in 1995. Prior to construction of
the auto service building, the property was vacant land. Sanitary sewer and public water utility
connections do not exist at the property and have led to the designation as “functionally
obsolete” as determined by a Level 3 Assessor. The following facts, without limitation, form the

basis of the assessor’s expert opinion:

The property is unable to be used to adequately perform the function for which it was intended
due to a substantial loss in value resulting from factors such as overcapacity, changes in
technology, deficiencies or super adequacies in design, or other similar factors that affect the
property itself of the property’s relationship with other surrounding property. This determination

was based on an inspection of the property located at 318 W. Kipp Road on June 13, 2016.

The assessor has based her expert opinion on the fact that the property is uncompetitive with

recently constructed properties in the vicinity. Such uses that attract business off the highway

3
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interstate such as retail shopping, gas stations, restaurants and lodging are market standard in
the immediate vicinity. The subject property does not have a public utility water or sewer
connection. The assessor has deemed that it would not be financially feasible to convert the

current structure to a use more suitable to this subject’s location.

5. BROWNFIELD PLAN ELEMENTS (as specified in Section 13(1) of Act 381)

A. Description of Costs to be Paid for with Tax Increment Revenues

This Brownfield Plan has been developed to reimburse existing and anticipated costs to be
incurred by K3 Property LLC and the City of Mason. Tax increment revenues will be
captured for reimbursement from local taxes only. Specific costs to be paid for with tax

increment revenues are detailed in Table 1 and described below.

Eligible costs for reimbursement include infrastructure upgrades for the public water,
storm, and sewer connections at a cost of $134,849. Professional soft costs (e.g.,
engineering, legal) related to the infrastructure improvements are estimated at

approximately $21,230. A 15% contingency on eligible activities is also an eligible cost.

The development of this Brownfield Plan is also an eligible activity estimated at a cost of
$6,500, including fees.

Funds in the amount of 5% of the eligible activities costs will also be placed into the Local
Site Remediation Revolving Fund (LSRRF) once eligible activities have been reimbursed. In
the capturing year that the 5% has been reached, any remaining increment will be

allocated back to the taxing jurisdictions on a proportional basis.

Financing costs at a rate of 2.5% totaling approximately $49,375 are an eligible expense

and are included in the Plan.

The total reimbursements expected for potential brownfield eligible activity costs are
estimated at $234,212.80, not including the Local Site Remediation Revolving Fund
(LSRRF).
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B. Summary of Eligible Activities

Eligible activities include the infrastructure improvements, professional soft costs for
engineering and legal services related to the infrastructure improvements, financing costs
of 2.5%, and the development of the Brownfield Plan.

Fifteen percent (15%) allocated for contingencies is also an eligible expense.

C. Estimate of Captured Taxable Value and Tax Increment Revenues

For the purposes of this plan, the initial taxable value is the value of the eligible property
in 2017. However, at the time this Plan is drafted, values for 2017 are not available and
therefore the 2016 values were used for estimation of initial taxable value. A significant
difference in value between 2016 and 2017 is not expected. The project is expected to
begin in the spring of 2017 with an expected completion date of late December, 2017.
This Plan anticipates that the increment will first be available for capture with the 2018
summer and winter taxes. The increase in taxable value will primarily come from the
planned construction activities. The initial taxable value of the property (combined
parcels) in 2016 is valued at $150,730. Redevelopment is estimated to be a $2,500,000

investment and increase the taxable value of the property to about $490,000.

The estimated captured taxable value for this redevelopment by year and in aggregate for

each taxing jurisdiction is depicted in tabular form (Table 2, 3, and 4).

A summary of the estimated reimbursement schedule and the amount of capture into the
Local Site Remediation Revolving Fund (LSRRF) by year and in aggregate is presented in
Table 5. Once eligible expenses are reimbursed, the Authority may capture the dollar
value equivalent to five percent of the eligible activities cost and deposit the revenues
into a LSRRF.

D. Method of Financing and Description of Advances by the Municipality

Costs for eligible activities are financed by K3 Property LLC and the City of Mason. The City
of Mason will incur costs regarding the infrastructure improvements. K3 Property LLC will
incur the expense of the preparation of the Brownfield Plan. Eligible activities do include

interest expense (financing costs).

No advances by the municipality have been made or are anticipated.
5
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E. Maximum Amount of Note or Bonded Indebtedness
At this time, there are no plans by the Authority to incur indebtedness to support
development of this site though such plans could be made in the future to assist in the

development if the Authority so chooses.

F. Duration of Brownfield Plan
The Authority intends to begin capture of tax increment in 2018. This Plan will then
remain in place until the eligible activities have been fully reimbursed and up to 5%

capture into the LSRRF is complete or 30 years, whichever occurs sooner.

G. Estimated Impact of Tax Increment Financing on Revenues of Taxing Jurisdictions
The estimated amount of tax increment revenues to be captured for this redevelopment

from each taxing jurisdiction by year and in aggregate is presented as Table 4.

H. Legal Description, Property Map, Statement of Qualifying Characteristics and
Personal Property

The property subject to this Brownfield Plan is 2.18 acres consisting of Parcel 33-19-10-08-
476-012 and Parcel 33-19-10-08-476-012 and is located within the City of Mason, Ingham
County, Michigan. A map showing the eligible property is provided in the attached
Exhibits.

The legal description of Parcel 33-19-10-08-476-012 is as follows:

COMMENCING 58 RODS SOUTH 89°33” WEST ALONG THE SECTION LINE FROM THE SOUTHEAST
CORNER OF SECTION 8, TOWN 2 NORTH, RANGE 1 WEST, CITY OF MASON, INGHAM COUNTY,
MICHIGAN; THENCE NORTH 0°27’ WEST 403.0 FEET; THENCE SOUTH 89°33’ WEST 132.0 FEET;
THENCE SOUTH 0°27’ EAST 320.4 FEET TO THE MSHD RIGHT OF WAY; THENCE SOUTH 53°51’48”
EAST 82.8 FEET; THENCE SOUTH 0°27’ EAST 33 FEET TO THE SECTION LINE AND THENCE NORTH
89°33’ EAST 65.41 FEET TO THE POINT OF BEGINNING.

The legal description of Parcel 33-19-10-08-476-010 is as follows:

COMMENCING 66 RODS WEST OF THE SOUTHEAST CORNER OF SECTION, NORTH 403 FEET, WEST
12 RODS, SOUTH 403 FEET EAST TO BEGINNING. EXCEPT THAT PART LYING SOUTHWEST OF
FOLLOWING DESCRIBED LINE: COMMENCING AT SOUTH % COUNER OF SECTION 8, TOWN 2
NORTH, RANGE 1 WEST, CITY OF MASON, INGHAM COUNTY, MICHIGAN, NORTH 39°09’ WEST
1698.16 FEET ALONG SAID REFERENCE LINE, NORTH 89°44’ EAST ALONG 1/8 LINE 122.04 FEET TO
EXISTING LIMITED ACCESS RIGHT OF WAY LINE AND POINT OF BEGINNING, SOUTH 43°10°06” EAST
613.63 FEET, SOUTH 49°57°00” EAST 227.87 FEET, SOUTH 68°27°00” EAST 242.92 FEET, SOUTH

6
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78°27°00” EAST 538.82 FEET, SOUTH 54°27°00” EAST 207.60 FEET, SOUTH 30°27°00” EAST 292.98
FEET, SOUTH 53°51’48” EAST 191.78 FEET, SOUTH 00°27’ EAST 33 FEET TO POINT OF ENDING,
WHICH LIES 1625.12 FEET NORTH 89°33' EAST FROM SAID SOUTH % CORNER OF SECTION 8,
TOWN 2 NORTH, RANGE 1 WEST, CITY OF MASON, INGHAM COUNTY, MICHIGAN.

The property meets the definition of a “brownfield” as defined by Public Act 381, the
Brownfield Redevelopment Financing Act of 1996, as amended as Parcel 33-19-10-08-476-
012 has been designated “Functionally Obsolete Property” and Parcel 33-19-10-08-476-

012 is contiguous and adjacent.

This Brownfield Plan does not intend to capture tax increment revenues associated with
personal property as the personal property tax is phased out and is not relevant to this

project.

I. Estimates of Residents and Displacement of Families
This property was commercial property upon purchase and is currently vacant. Therefore,

there are no displacements of families.

J. Plan for Relocation of Displaced Persons

Not applicable.

K. Provisions for Relocation Costs

Not applicable.

L. Strategy for Compliance with Michigan’s Relocation Assistance Law

Not applicable.

M. Description of Proposed Use of Local Site Remediation Revolving Fund

No use of the LSRRF is anticipated at this time though such plans could be made in the
future if it were to benefit the project. The ICBRA intends to capture tax increment
revenues up to five percent of eligible activities costs after reimbursement of eligible
activities. The Authority intends to use the LSRRF funds for the completion of eligible
activities to support redevelopment at other brownfield sites in the future. Capture for
the LSRRF is critical to the maintenance of a sustainable brownfield program for the
Authority.
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Summary of Eligible Costs

K3 Property Redevelopment
Mason, Michigan

Eligible Activities Estimated Cost
BEA Activities

Due Care Activities

Additional Response Activities $ -

MSF Non Envirommental Activities

Infrastructure upgrades $ 134,849.00

Professional soft costs (engineering) $ 20,227.35
TOTAL COSTS OF ELIGIBLE ACTIVITIES S 155,076.35
Financing Costs (2.5%) $ 49,375.00
Contingencies (15%) $ 23,261.45
Administrative Costs of the Authority $ -
Brownfield Plan $ 6,500.00
TOTAL REIMBURSEMENTS $ 234,212.80
Captured and Disbursed to State Brownfield Redevelopment Fund
Additional Capture for LSRRF $ 11,710.64
Total $ 245,923.44

Funds will not be deposited into the State Brownfield Fund as school dollars are not captured in this Plan.
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ATTACHMENTS

Notice of Public Hearing
Notice to Taxing Jurisdictions
Resolution Supporting a Brownfield Plan-City of Mason

Resolution Approving a Brownfield Plan-ingham County





