MEMO

To: Washtenaw County Brownfield Redevelopment Authority (WCBRA)
Cc: Ann Arbor City Council

Date: June 12, 2006

RE: Response to WCBRA Concerns on Draft Brownfield Plan for

William Street Station

The following is a brief preliminary response to the questions raised in the
email from Ms. Jessica Eisenman on behalf of WCBRA dated May 16, 2006.

Why is there a discrepancy between the City’s assessment of the taxes
generated by this development and the Developers.

The City had made an initial taxable assessment of the William Street Station
of approximately $10,000,000.00. It has recently been adjusted to project a
taxable assessment of $15,425,500.00. If the Developer were to borrow against
the stream of TIF payments generated by this value at 7%% interest,
$3,565,178.77 worth of improvements could be financed by the TIF. Should
the assessment analysis continue to shift upward before the Developer begins
construction, the Developer would like the opportunity to include as many
environmental and public upgrades to the William Street Station as possible.
Should the proposed assessed value before construction begins not cover all
proposed activities, the activities will be prioritized in the Development
Agreement by the City and the Developer. Under all circumstances,
$3,565,178.00 will be utilized to finance:

Act 381 Work Plan

Site Specific Health and Safety Plan

Due Care Plan and Implementation

Additional Remediation for Ann Arbor Standards

Demolition of Buildings

Lead and Asbestos Abatement

Some Site Preparation

Environmental Response Activities (contaminated soil and water
management)

Environmental Processing (contaminated soil and water off-site transport
and disposal)
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The administrative expenses of WCBRA must be paid out of the Brownfield TIF
as well, and are projected to be $541,658.00 over the anticipated thirty-year
life of the Plan.

To the extent that, prior to commencement of construction, the assessed value
projections change upward, then the additional listed eligible activities, which
are identified in the Brownfield Plan in Exhibit C, Table 1 as site preparation
and proposed infrastructure improvements, will be included in the project.
Lastly, and consistent with the February 1, 2006 resolution by the DDA to
support the project’s green and public use elements, the Developer plans to
utilize these DDA grant monies for public streetscape elements, such as
pedestrian improvements, improved storm water detention and/or treatment.
These monies will fund infrastructure improvements specifically identified in
the Brownfield Plan which may not receive full funding, as a result of the
amount of available TIF, or are deemed ineligible for Brownfield financing by
MDEQ and/or MEGA.

How was the financing cost calculated and list of assumption.

The Value of the TIF was identified by calculating the value of the stream of TIF
payments (see Taxing Jurisdiction Proforma) to find the Net Present Value of
those future payments a 7 1/2% annual cost of the financing.

Questions concerning the “reasonableness” of certain requested eligible
activities pursuant to the draft Brownfield Plan.

WCBRA raised questions concerning the “reasonableness” of certain proposed
line item eligible activities to be recouped with TIF pursuant to the Brownfield
Plan. The line items in question include the LEEDS certification of the
building; Green Roof components; HVAC energy efficiency upgrades; and other
related building components to make either the building more “green” and/or
more energy efficient.

This question is better characterized as whether or not these proposed
activities are “eligible” activities, rather than whether or not they are
“reasonable.” Eligibility is a determination, based primarily on statutory
interpretation and MEDC/MDEQ policy, as to whether TIF should be used to
fund such activities. Additionally, WCBRA and/or the City are permitted to
determine whether they wish to provide TIF for such activities. Finally, the
present regulatory scheme to receive a final agency action to determine
eligibility is subsequent to an approved Brownfield Plan, and is based upon the
review of an Act 381 work plan to the appropriate entity. Core community
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additional activities are embodied in an Act 381 work plan reviewed by
MEDC/MEGA. Historically, the environmental response activities being
proposed (demolition of the building, due care activities, health and safety
plan, and soil and ground water remediation) are traditional eligible activities
that have been approved on numerous Brownfield sites via Act 381 work plans.

The Developer has reviewed the appropriate regulatory guidance published by
MEDC concerning the eligibility of the proposed line items, and believes these
activities are eligible. Certainly, these provisions can be interpreted to include
the proposed eligible activities. The Developer requests the City and WCBRA
look at the overall project, particularly the affordable housing component,
where these eligible activities will have the effect of driving down the costs of
rents, and making them more affordable. By having lower building costs, and
lower operation and maintenance costs, particularly as it relates to energy
efficiency, there is more opportunity to stabilize rents from the affects of
increased energy costs. Likewise, it benefits the City and County to embrace
initiatives where LEEDS certification, green building components and energy
efficiency are integrated into new structures.

Certain proposed eligible activities are infrastructure improvements (on-site
storm water retention, storm-water inlet structures and containment,) and/or
streetscape improvements, that are of direct public benefit, and accomplish
city-wide goals at improving infrastructure, which will ultimately benefit
surrounding properties as well. City staff recognizes the need and fully
supports the proposed infrastructure and streetscape improvements, and has
directed the Developer to integrate these elements in the project wherever
possible.

In the attachment to Exhibit C, Table 2 of the Brownfield Plan, there are line
items identified as a “Roof Top Storm Water Improvements” and “Green Roof”.
Rooftop storm water improvements will utilize live planting to both increase
storm water management capacity; and to improve the water quality, via
filtration, of additional storm water that may pass through the system. The
Residents of the building would have access to this rooftop and it would have a
park-like feel, but the purpose of this improvement is storm water
management. A “Green Roof” is a general reference to the additional
improvements in the anticipated roof design which will lead to greater energy
efficiency, less costly lifetime maintenance by utilizing upgraded materials, as
well as improved air quality for building residents by the utilization of HVAC
make-up air intakes located strategically at the top of the building.
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“Reasonableness” is an evaluation made as to whether the scope and/or cost of
what is being proposed is in line with standard industry custom and practice.
The reasonableness of these costs are based upon the cost estimates generated
by the developer’s architects, engineers, and construction managers based
upon similar and/or the same components, using unit pricing, for a building of
this design and size.

The Developer recognizes that Brownfield TIF reimbursement is limited by
statute to only those new tax increments generated by the project and captured
pursuant to the Brownfield Plan. It is recognized by the City, the Developer
and WCBRA, that depending on the final assessed value, that some of the
proposed eligible activities may not be entirely funded through a Brownfield
Plan. The City and the Developer have and will continue to pursue other
available sources of funds to complete these activities. As noted previously, the
City of Ann Arbor's DDA has ear-marked $500,000.00 to assist this project.
Uses identified in the DDA resolution include pedestrian improvements, storm
water improvements, as well as green roof components. Additionally, the
Developer is pursuing MDEQ Clean Michigan Initiative (CMI) low-interest loan
monies to potentially off-set the environmental response activities identified
herein; as well as a potential $50,000.00 grant administered by MHSDA and
the Enterprise Foundation to assist in the construction of environmentally-
friendly buildings. To the extent these additional funds become available for
the Project, proposed eligible activities beyond which can be funded by this
Brownfield Plan will be implemented.

Additional Detail Regarding Eligible Activities

Provided below are additional details concerning the cost estimates for the
various proposed additional eligible activities.

1. Environmental Response/Environmental Processing (Management,
Transportation, Treatment and/or Disposal of Contaminated Soil and Water) —
Estimate $630,000.00

These costs would be incurred during excavation of the below-grade parking
garage at the project. There is no room to reuse excavated soil on the property.
The soil would have to be disposed of off-site. In addition, ground water, if
encountered, and storm water if it accumulates in the excavation would also
have to be potentially managed as a waste stream. The above estimate is based
upon having to address approximately twenty-eight to thirty-six thousand
cubic yards of soil, and related water, which may come into contact with same.
This assumes an excavation over the entire 1.3 acres of the site, to a depth of
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seventeen-feet below ground surface, with disposal of soils and/or water as
non-hazardous wastes. Typically, this would mean soils would go to a Type II
landfill, at $15-$20 per cubic yard, and that impacted water would be
transported and disposed of at approximately 7¢-11¢ per gallon.

2. Additional Remediation to Meet City of Ann Arbor Standards — Estimated
Cost $60,000.00

This contingency is to cover any unforeseen costs attributable to the City of
Ann Arbor environmental standards that may exceed any applicable State or
Federal Standards.

3. Demolition of Buildings — Estimated Cost $1,000,000.00

This cost covers the total demolition and removal of the abandoned
YMCA buildings as well as the existing AATA structure. This is a pre-
engineering estimate, and was projected by the general contractor, O.A.
Kimball Company. It is based on an initial calculation of 1,900,000 cubic feet
of material being demolished and properly hauled and disposed.

4. Lead and Asbestos Abatement — Estimated Cost $560,000.00

This cost covers the total lead and asbestos abatement, including the cost of
disposal of these materials for the abandoned YMCA buildings, as well as the
existing AATA structure. This is a pre-engineering estimate, and was projected
by the environmental consultant, SME, in coordination with the general
contractor, O.A. Kimball company. It is based on initial calculations of the
expected lead paint and asbestos inside a 1.9 million cubic foot building.

5. Site Preparation — Estimated Cost $750,000.00

The site preparation work, as estimated by the general contractor, includes the
following:

o $300,000.00 for additional soil removal for the construction
of underground public parking.

o $250,000.00 for excavation sidewall shoring for the above.

o $250,000.00 for a portion of the caissions for the
underground public parking.
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6. Contingency — Estimated Cost $1,000,000.00

The contingency identified was generated upon an estimate by the general
contractor for projects of this size, scope and magnitude. The general
contractor used its experience and industry knowledge, and compared this
project to similar projects of scope and complexity in generating this
contingency. Likewise, the amount of contingency is similar to that identified |
other Brownfield Plans throughout the State.

7. On-site Storm Water Retention — Estimated Cost $150,000.00

This is additional to the cost of the upgraded green roof, as much of the funds
allocated to the green roof would cover structural upgrades only. These are
estimated to include natural drainage measures, such as engineered planter
systems to enhance and improve storm water management.

8. Enerqgy Efficient Window Upgrade — Estimated Cost $300,000.00

The William Street Station project will have over 1,400 windows and patio door
openings (collectively referred to as “openings”). This is an estimated marginal
cost upgrade of approximately $200.00 per opening, utilizing improved units
above those identified in standard building code requirements. By utilizing
these upgraded units, it is estimated to achieve 30% greater climate control
efficiency for the building, allowing for energy savings, particularly important in
operating the affordable housing component of the development over the long
term.

9. Stormwater Inlet Structures and Containment - Estimated Cost
$500,000.00

This line item includes four additional stormwater quality inlet structures
costing $40,000.00 per unit (for a total cost of $160,000.00). This also
includes additional retention and cleaning of stormwater as part of the green
roof. An infiltration/storage pipe into the city’s storm water system to store up
to 750 cubic feet of water and delay its entry into the city’s storm water system.
This infiltration and storage pipe is estimated to cost up to $200,000. Cisterns
on the green roof would collect rain water to be utilized for the green roof or
other building purposes let into the storm system over time. Cisterns for this
purpose will run approximately $2 per gallon. Total water storage could be
25,000 gallons.
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10. Green Roof — Estimated Cost $350,000.00

This estimate is a marginal cost estimate, that is, the additional costs above
and beyond a normal roof for a similar-type building. The type of green roof is
determined by the load that the building can support. Total cost of green roof
components could be as much as $900,000.00 - other components are listed
separately, should the total cost of the green roof not be supported by the
Brownfield TIF. It is estimated that 50% - 70% of water to fall on the green roof
will never filter off it.

o Extensive Green Roof: These are much lighter than Intensive
Green Roofs. Soil depth is approximately 1”-6” and weight load is
15-50 pounds per square foot. Estimated cost is $10.00 - $24.00
per square foot.

o0 Intensive Green Roof: These are much heavier than Extensive
Green Roofs. Soil depth is typically 6”-24” (or more) and weight
load is 80-150 pounds per square foot. Estimated cost is $19.00-
$32.00 per square foot.

The Developers preference is to pursue an implement an intensive green roof.
The choice between an extensive or intensive green roof will ultimately flow
from the available funds to implement the same.

These estimates are based upon an approximate thirty one thousand (31,000)
square feet of green roof, covering the open space area above the commercial
building; and the top level of one of the residential towers.

11. Streetscape Improvements — Estimated Cost $650,000.00

A typical Ann Arbor urban development would simply place sidewalks adjacent
to the public access. William Street Station is not a typical Ann Arbor
development. These upgrades would cover the enhanced improvements
displayed in the William Street Station site plan. Predominantly these are the
paving, lighting, and public art spaces. This improvement would include but
not be limited to 6’ backed benches, trash receptacles, bike stands, 16 feet high
decorative lights, kiosk, multiple planters, 4720 square feet of special pavers
on concrete base, 1440 square feet of bituminous paving, special street
lighting, improvements for the pedestrian muse on the north side of the
property. Final engineered lighting plans have not been designed yet, but it is
estimated by the Smith Group engineers to cost up to $800,000. Street
Infiltration basins as designed in the site plan up to $75,000.
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12. LEED Registration — Estimated Cost $200,000.00

This is the proposed professional fee cost of the placing of this LEED certified
building in service as well as the initial LEED inspections and monitoring.
Architectural and Engineering fees will run between $60,000 and $90,000.
The cost of the LEEDs compliance and operational manual will be up to
$75,000. The cost of monitoring the building for a ten-year period will be
another $50,000.00
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INTRODUCTION AND PURPOSE

The Washtenaw County Board of Commissioners established the Washtenaw
County Brownfield Redevelopment Authority and designated the boundaries of
the Brownfield Authority by adoption of a resolution on May 19, 1999,
pursuant to the Brownfield Redevelopment Financing Act, Michigan Public Act
(PA) 381 of 1996, as amended. The resolution was filed with Michigan
Department of State, Office of the Great Seal, on May 27, 1999.

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

The Plan Project area is within the Ann Arbor Downtown Development
Authority District and the Ann Arbor-Ypsilanti Smart Zone District.

The City of Ann Arbor, the local unit of government (LUG), in accordance with
its adopted Brownfield Implementation Plan, reviewed the Project Application
and Brownfield Plan, and after a public hearing on the matter, approved the
Brownfield Plan on May 15, 2006.

The Washtenaw County Brownfield Redevelopment Authority proposes to
implement this plan in an effort to promote economic development and
redevelopment within the County.

XY, L.L.C
Fausone, Taylor & Bohn, LLP
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WILLIAM STREET STATION BROWNFIELD PROJECT

Description of the Project and Costs to be paid through the Brownfield
Plan (MCL 125.2663 (1)(A)

Subject Property

The 1.3-acre site is located in the City of Ann Arbor at 200 East William Street
and bordered by S. Fourth Avenue to the west, E. William Street to the south,
and the United States Post Office to the north. The site consists of 2 parcels
(09-09-29-404-009 and 09-09-29-404-002) containing the former Ann Arbor
YMCA and the Ann Arbor Transit Authority (AATA) transit center. The property
is currently zoned commercial and residential (C2A/R), (see Exhibit A for legal
description of site). C2A/R is designed to encourage the orderly clustering and
placement of high-density residential and complimentary commercial
development within the Central Business District. Any principal uses of the
central business district or the R3 district is allowed. This Project complies
with current zoning and is site plan approved.

Project Description
The property will be owned by XY, L.L.C. and redeveloped as an approximate
380,000 square-foot, mixed used development with the following components:

112,000 square-feet of commercial office space
5,000 square-feet of retail space

A new AATA transit center

100 affordable housing units

90 market rate rental apartments

Additional public parking.

Costs to be paid through the Brownfield Plan

The overall estimated investment for this project is approximately $78 million.
Construction is anticipated to begin in April 2007 and will continue until
estimated completion in June 2009, with estimated completion of the
affordable housing tower in December 2008. This Plan has been created to
facilitate the redevelopment of the Property to allow the Washtenaw County
Brownfield Redevelopment Authority to utilize Tax Increment Financing (TIF) to
reimburse itself and the Developer for the eligible activities identified within
this plan, and to allow the Developer to apply for a State of Michigan
Brownfield Single Business Tax Credit (SBT)

Identification of Property as a “Facility”
Phase | Environmental Site Assessments and Phase Il Subsurface
Investigations have been completed for the subject property. A Baseline

XY, L.L.C.
Fausone, Taylor & Bohn, L.L.P.
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Environmental Assessment (BEA) dated February 15, 2006 summarizes the
investigations completed by the developer (Documents are on file with The City
of Ann Arbor). The subject property is considered a “facility” (as defined in Part
201 of Natural Resources and Environmental Protection Act (NREPA), Michigan
Public Act (PA) 451, 1994, as amended), due to PNAs on the site in excess of
MDEQ Generic Residential Criteria, and as “functionally obsolete” as a result of
an assessment performed by the City of Ann Arbor's Assessor (Affidavit
attached as Exhibit D).

BROWNFIELD PLAN ELEMENTS

A. Description of Costs to Be Paid for With Tax Increment Revenues and
Summary of Eligible Activities

XY, L.L.C. is requesting reimbursement for eligible activities under this plan as
presented in Exhibit C, Table 1. Therefore, it is the intent of the Washtenaw
County Brownfield Redevelopment Authority to use Brownfield Authority tax
increment financing for this project. The activities will be implemented in a
phased approach, in the following order:

1. An Act 381 Work Plan, including a site-specific health and
safety plan will be prepared to determine and implement all
necessary procedures that will allow for the environmental cleanup
(remediation) of the site based on all appropriate State and any
additional City of Ann Arbor criteria specified to comply with the
City of Ann Arbor Brownfield Implementation Plan. This may
include the removal and/or treatment of contaminated soil and
groundwater. Approximately $780,000.00 will be incurred to
implement the environmental activities required in the work plan.

2. Reasonable and actual administrative and operating expenses of
the Authority will be reimbursed to the extent permitted by Section
13(16) of the Act 381, as amended, or otherwise.

It is the intention of this Brownfield Plan to capture school
operating taxes for all eligible activities, other than additional
remediation efforts necessary to bring the site to Ann Arbor’s
more stringent cleanup criteria. Therefore, the work plan will be
submitted to the Michigan Department of Environmental Quality
(MDEQ) for their review and approval.

XY, L.L.C.
Fausone, Taylor & Bohn, L.L.P.
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MEGA Eligible Activities:

In addition, because the property is located in a qualified local
governmental unit or core community (Ann Arbor), additional eligible
activities can be recovered through the use of Brownfield Tax
Increment Financing (TIF). The work plan will include all additional
activities associated with the demolition of site buildings, site
preparation, and infrastructure improvements that directly benefit the
eligible property. The work plan will also be submitted to the
Michigan Economic Growth Authority (MEGA) for their review
and approval.

1. Approximately $1,000,000 will be incurred for demolition of existing
site buildings and substructures that must be removed to prepare the
site for redevelopment. Additionally $560,000 will be spent to
accomplish the lead and asbestos abatement necessary for
demolition.

2. Approximately $750,000.00 will be incurred for site preparation,
including relocation of existing utilities, land balancing, mass grading,
and foundation work to address special soil concerns.

3. Approximately $2,850,000.00 will be incurred for infrastructure
improvements that directly benefit the eligible property. (see Exhibit
C, Table 2 for eligible infrastructure cost breakdown)

4. A contingency of approximately $1,000,000.00 is established to cover
unanticipated environmental conditions and other site preparation
and infrastructure costs.

All activities are intended to be “eligible activities” under Act 381 as
amended. The total costs of eligible activities, subject to payment or
reimbursement from Tax Increment Financing Revenues is projected to be
$14,050,000.00. In addition to the cost of identified eligible activities, the
WCBRA shall assess a Brownfield program administrative fee (Brownfield
Fee), which shall not exceed five percent (5%) of the annual Tax Increment
Financing revenues. This percentage shall not be increased during the life
of this Plan. The Brownfield Fee is presently estimated to be
approximately $541,658.00. Accordingly, total eligible expenses under
this Plan to be paid with Tax Increment Revenues will not exceed
$14,591,675.00 without an amendment to this Plan.

XY, L.L.C.
Fausone, Taylor & Bohn, L.L.P.
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Estimate of Captured Taxable Value and Tax Increment

See attached schedule in Exhibit C, Table 3, which includes both real and
personal property tax capture. It is the intention of the Authority to
collect only so much tax increment financing as is required to pay all
obligations of the Authority as incurred and approved pursuant to this
Plan.

Method of Financing and Description of Advances by the Municipality

No advances have been or shall be made by the City of Ann Arbor,
Washtenaw County or the Authority for the costs of eligible activities
under this Plan.

Maximum Amount of Note or Bonded Indebtedness

Neither Washtenaw County nor the Authority will incur a financial note or
bonded indebtedness for this project. A report on any note or bonded
indebtedness is not necessary.

Duration of Brownfield Plan

The Washtenaw County Brownfield Plan will remain in effect for as many
years as is required to fully address all eligible project issues or thirty
years, whichever is less. If all eligible activities for this project are
reimbursed in less than thirty years, the Authority will capture one
additional year of TIF funds for the local revolving loan fund. Complete
reimbursement of eligible activities approved in this Plan shall take
priority over any TIF capture for the local revolving loan fund.

Estimated Impact of Tax Increment Financing on Revenues of Taxing
Jurisdiction

See attached schedule in Exhibit C.

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

Attached as Exhibits A and B to this Plan are the Legal Description and
Property Maps, respectively. The characteristics that qualify the property
as eligible property are more clearly defined in the BEA (on file at the City
of Ann Arbor and Washtenaw County Department of Planning and

XY, L.L.C.
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Environment) updated December 2005. Personal property is included as
part of the eligible property.

H. Estimates of Residents and Displacement of Families

There are no persons residing on the project property, and therefore there
are no residents or families to be displaced.

l. Plan for Relocation of Displaced Persons

There are no persons displaced by this project, and therefore, no need for
a relocation plan.

J. Provision for Relocation Costs

There are no persons displaced by this project, and therefore, no need for
a report on the provision of relocation costs.

K. Strateqy for Compliance with Michigan’s Relocation Assistance Law

There are no persons displaced by this project, and therefore, no need for
compliance with 1972 PS 227, Michigan Relocation Assistance Act.

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

Washtenaw County Brownfield Redevelopment Authority will not expend
any portion of Local Site Remediation Funds to address eligible expenses
on this project.

M. Other Material that the Authority or Governing Body Considers
Pertinent

1. The Ann Arbor Downtown Development Authority (DDA) will be
capturing the majority of the available local TIF generated by the
William Street Station project. As opposed to forgoing their tax
capture over a 30-year period, the DDA has made three specific
commitments to use DDA-captured local TIF funds and parking
funds over the next 5 to 10 years to directly support the William
Street Station project. First, the DDA has adopted a resolution
that commits to a grant to William Street Station up to $500,000
over the first ten years to help defray costs associated with project
elements that provide a direct public benefit, including pedestrian
improvements, storm water inlets and energy efficient windows in

XY, L.L.C.
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the affordable residential units. The DDA will also waive up to
$100,000 of the cost for meter bags needed to provide an
alternative location for AATA operations during the period of time
the Blake Transit Center is closed and the new transit center is
opened. Second, the DDA has adopted a resolution that commits to
making available a minimum of 163 parking spaces to the tenants
of William Street Station, including at least 60 permits in the
Fourth & William structure on a month-to-month basis using the
existing permit wait list, as well as overnight residential permits
upon receipt of a Certificate of Occupancy for the project. And
third, the DDA has committed itself to spend $20 million dollars in
the next five years to construct new parking spaces in the
immediate vicinity to address parking demand created by William
Street Station. (See attached resolutions as Exhibit E)

Relocation of former residents to new housing on site will be
addressed under a separate agreement between the City and the
Developer; outside of the Brownfield Plan. It is anticipated that the
affordable housing component of the Project will be constructed by
2008.

XY, L.L.C.
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