CITY OF MADISON HEIGHTS
BROWNFIELD REDEVELOPMENT AUTHORITY
BROWNFIELD PROGRAM POLICIES & PROCEDURES

1. BACKGROUND & PURPOSE

On November 13, 2001, the City of Madison Heights voted to establish a Brownfield
Redevelopment Authority (BRA) in accordance with the Brownfield Financing Act, Act
381 of the Public Acts of the State of Michigan of 1996, as amended (Act 381). The
purpose of the Brownfield Redevelopment Authority is to encourage the revitalization,
redevelopment, and reuse of eligible property, as defined by Act 381 and the Natural
Resources and Environmental Protection Act, Act 451 of the Public Acts of the State of
Michigan of 1994, as amended. The BRA is authorized to administer a Brownfield
Redevelopment Program (Program), which provides economic incentives using Tax
Increment Financing (TIF) revenues to pay for or reimburse public or private costs of
eligible activities.

The Program also supports the use of additional economic incentives and financing
mechanisms to assist with the redevelopment of eligible property. This may include
economic development programs administered by the Michigan Economic Development
Corporation (MEDC)/Michigan Strategic Fund (MSF), Michigan Department of
Environment, Great Lakes and Energy (EGLE), Michigan State Housing Development
Authority (MSHDA), and the United States Environmental Protection Agency (EPA), and
other state or federal agencies. Approval of any project under the Program is at the
discretion of the BRA and the City Council. Additionally, all projects must align with the
City’s goals, ordinances, and development standards.

2. POLICY STATEMENT

The intent of this policy is to promote the revitalization of eligible properties through the
BRA in accordance with Act 381. This policy applies to projects seeking financial
incentives for environmental remediation, redevelopment, or site improvements using
TIF or other state and federal programs.

3. SCOPE

This policy impacts property owners, developers, and businesses seeking Brownfield
incentives within the City of Madison Heights.

4. DEFINITIONS



4.1. Brownfield Redevelopment Authority (BRA): The entity responsible for reviewing
and approving Brownfield Plans and the use of Tax Increment Financing (TIF).

4.2. Brownfield Plan: A plan that outlines the redevelopment of eligible properties
using incentives and financial support under Act 381.

4.3. Eligible Property: A site that meets the definition of “eligible property” under Act
381, which typically includes blighted, functionally obsolete, or environmentally
contaminated properties.

4.4. Eligible Activities: Specific activities that qualify for reimbursement under Act 381,
such as environmental remediation, demolition, site preparation, and infrastructure
improvements.

4.5. TaxlIncrement Financing (TIF): A financing mechanism that captures incremental
property tax revenue to reimburse eligible activities on a Brownfield site.

4.6. Reimbursement Agreement: A formal agreement between a developer and the
BRA outlining the terms and conditions for reimbursing eligible activities using TIF.

4.7. Local Brownfield Revolving Fund (LBRF): A fund established to support future
Brownfield redevelopment projects using captured tax increment revenues.

4.8. _Michigan Strategic Fund (MSF): A state entity that approves funding and tax
incentives for economic development, including certain Brownfield activities

4.9. Michigan Department of Environment, Great Lakes, and Energy (EGLE): The
agency responsible for environmental oversight and approval of Brownfield activities
related to contamination cleanup.

4.10. Michigan State Housing Development Authority (MSHDA): The agency
responsible for overseeing housing-related Brownfield activities and funding.

4.11. Infrastructure Improvements: Public or private improvements necessary to
support redevelopment, such as roads, utilities, and drainage systems.

4.12. Blighted Property: A property that meets the statutory definition of blight due to
unsafe or deteriorating conditions.




4.13. Functionally Obsolete Property: A property that is no longer useful for its original
purpose due to outdated design or layout.

4.14. Project Concept Application: A preliminary application submitted to the City and
BRA to initiate the Brownfield process.

4.15. Act 381 Work Plan (“Work Plan”): A required document detailing eligible activities
and costs for state tax capture approval.

4.16. Tax Increment Revenue (TIR): The portion of increased property tax revenue
generated by redevelopment that is used to reimburse eligible costs.

5. POLICIES

5.1. Eligible Properties: The BRA is authorized to consider Brownfield Plans for
properties that meet the definition of “eligible property” under Act 381.

5.2. Eligible Activities: The BRA is authorized to allow the use of TIF revenues to
pay for or reimburse public or private costs of eligible activities, as defined in Act 381.

Eligible Activities may include:

e Baseline Environmental Assessment (BEA) activities.

e Due care activities (which limit exacerbation of, or exposure to,
contamination on a site).

e Additional response activities.

e Reasonable costs of preparing a Brownfield Plan, Act 381 Work Plan and
actual cost of Work Plan review.

e Demolition (above and below ground).

e Lead and asbestos assessment and abatement.

e Administrative fees.

e Capture for the Local Brownfield Revolving Fund (LBRF).

e Reasonable cost of environmental insurance.

Housing Development Eligible Activities may include:

e Infrastructure improvements that are necessary for housing property
and supports housing development activities.



e Site preparation that is not a response activity and that supports
housing development activities.

e Reimbursement provided to owners of rental housing units for qualified
rehabilitation.

e Costs for infrastructure available for public use and safety
improvements necessary for a housing project.

e Costs of demolition and renovation of existing buildings and site
preparation, to the extent necessary to accommodate an income
qualified purchaser household or income qualified renting household.

e Temporary household relocation costs for an income qualified
household for a period not to exceed 1 year.

e Acquisition cost for blighted or obsolete rental units, to the extent the
acquisition would promote rehabilitation or adaptive reuse of the
blighted or obsolete rental unit to accommodate an income qualified
purchaser household or income qualified renting household.

e Reimbursement provided to a developer to fill a financing gap
associated with the development of housing units priced for income
qualified households and to assist with costs related to infrastructure
improvements and site preparation that are not a response activity and
that are necessary for new housing development for income qualified
households on eligible property.

Payment of interest from tax increment revenues (TIR) or advances made for eligible
activities will not be approved. Exceptions will be consideration on a case-by-case basis
for projects that demonstrate significant public interest.

Reasonable cost of developing, preparing AND implementing

Applicants are encouraged to obtain approval for school tax capture as appropriate for
the eligible activities requested. Local tax capture for eligible activities may be limited to
the proportional share that captured local tax mills have to the total property taxes in
cases where state tax capture is not approved.

The applicant is responsible for keeping detailed records of all eligible expenses and
investments, including purchase orders, invoices, waiver of liens, contracts, and records
of payment, and for providing these to the City when requesting the incentive. Final
reimbursement will be based on the records provided, and the City is not responsible for
incomplete or inaccurate records.

5.3. Qualification for Incentives:



5.3.1.

5.3.2.

5.3.3.

5.3.4.

5.3.5.

5.3.6.

5.3.7.

5.3.8.

5.3.9.

The proposed project site meets the definition of an “eligible property” as
defined in Act 381.

The BRA supports the inclusion of eligible property in the Brownfield Plan
and use of TIF to support the proposed Brownfield Project.

The proposed redevelopment for the eligible property is consistent with the
master plans, zoning ordinances and community, sustainability, and
economic development, and housing goals of the City.

The existing character of the eligible property is such that the redevelopment
activities would be limited or prohibited without Brownfield assistance
provided by Act 381 and/or other Brownfield programs. In addition, the
project developer commits to exploring all other private and public funding
sources, as determined in consultation with the BRA.

An analysis demonstrates that the required eligible activities can be
satisfactorily completed within the available resources under this program,
or if not, that supplemental funding sources, such as private equity or
financing, tax credits, grants, or loans, will be utilized to complement the
financial resources available under Act 381 for proposed projects.

The developer has provided evidence of a firm commitment to the project
and a demonstration of sufficient experience, financial resources, and
development capabilities to successfully implement the proposed
redevelopment project.

The proposed project site has adequate access to the necessary public
infrastructure and utilities needed to serve the proposed redevelopment
project, as determined through the Project Application Concept submittal
outlined in Section 2.1.

The BRA reserves the right to consider other factors as applicable to a
specific project and its impact on neighboring properties.

Completing the project will adequately address the brownfield conditions
upon which the need for financial assistance was requested.

5.4. Local-Only Qualification

The BRA will consider costs of all eligible activities as defined in Act 381 to be
reimbursed with both incremental local and school taxes to the extent practical;
however, there are circumstances when reimbursement with local-only tax increments
will be approved. Each such project and eligible activity for which reimbursement with



local only tax increments is proposed will be considered on a case-by-case basis and
must meet the following criteria:

5.4.1.

5.4.2.

Reimbursement of the costs of eligible activities using “local only” tax

increments will be considered only if the following conditions are met:

5.4.1.1. All activities must be eligible under Act 381.

5.4.1.2. Need and rationale for the local-only capture, based on project
economics and/or schedule demands, must be demonstrated.

5.4.1.3. Descriptions and costs of activities must be included in an
approved Brownfield Plan.

Eligible activities completed on an eligible property prior to the approval of
the Brownfield Plan may be considered for local reimbursement only.
5.4.2.1. On all eligible activities whether environmental or non-
environmental.
5.4.2.2. Activities were conducted no earlier than 90 days prior to the City
Council approval of the Brownfield Plan.
5.4.2.3. All criteria described in Section 5.1.3 above are met.
5.4.2.4. Eligible activities that are conducted after Brownfield Plan approval
and are included in a Work Plan submitted to EGLE, MSF or
MSHDA for approval, but are not approved by EGLE, MSF, or
MSHDA, or such Work Plan approval is not sought, will be
considered if all of the following criteria are met:
54.24.1. Must be an eligible environmental, non-environmental, or
housing development activity as outlined in section 5.2.
54.2.4.2. All criteria described in Section 1.3 above are met.

5.5. Qualification for Eligible Activities Prior to Brownfield Plan Approval

5.5.1.

Non-environmental eligible activities completed on eligible property prior to

the approval of the Brownfield Plan will be considered for school and local

reimbursement provided these eligible activities are defined in an Act 381

Work Plan may include the following:

5.5.1.1. Only non-environmental activities that are eligible within the City of
Madison Heights and included in an approved Brownfield Plan,

5.5.1.2. Submitted to and approved by the MSF, and

5.5.1.3. Activities were conducted no earlier than 90 days prior to City
Council approval of the Brownfield Plan.

5.5.1.4. Environmental eligible activities completed on an eligible property
prior to the approval of the Brownfield Plan will be considered for



school and local reimbursement for Baseline Environmental
Assessment activities that include:
5.5.1.4.1. Phase | Environmental Site Assessments (ESAs)
55.14.2. Phase Il ESAs
5.5.1.43. Baseline Environmental Assessments (BEASs)
55.144. Due Care Planning Activities
5.5.14.5. Activities conducted no earlier than 12/31/2012

5.6. Administrative Cost Reimbursement
5.6.1. Annual reimbursement of reasonable and actual BRA administrative and
operating costs from local taxes is permitted under Act 381 of 1996, as
amended. Each Brownfield Plan will include capture of administrative fees to
cover actual expenses related to operating of the Brownfield Redevelopment
Program.
5.6.2. For reimbursement of actual administrative expenses, the BRA will transfer
to the City’s General Fund ten percent (10%) of annual TIF capture. Actual
administrative expenses will be reimbursed with local-only incremental
taxes.
5.6.3. As determined by the BRA, a potential addition of minimum capture may be
requested for administrative costs if proposed TIR estimates do not account
for anticipated administrative costs incurred to administer the Plan. Actual
administrative expenses, as defined by Act 381, include the following:
5.6.3.1. Assistance provided to consultants and developers to prepare
Brownfield Plans and Work Plans.

5.6.3.2. Review and approval of Brownfield Plans and Work Plans.

5.6.3.3. Preparation, review, and approval of Reimbursement and/or
Development Agreements.

5.6.3.4. Review and approval of actual eligible activities.

5.6.3.5. Managing and accounting tax increment capture and disbursement.

5.6.3.6. Managing and accounting eligible activity reimbursement.

5.6.3.7. Managing and distributing funds from the Local Brownfield
Revolving Fund (LBRF).

5.6.3.8. Community education and outreach.

5.6.3.9. Other reasonable and administrative operating expenses of the
Authority.

5.7. Local Brownfield Revolving Fund (LBRF) Capture

It is the intent of the BRA to utilize the Local Brownfield Revolving Fund (LBRF). The
BRA intends to include provisions to capture revenues for deposit into the LBRF in the
approved Brownfield Plan for each project. The BRA intends to capture all or a portion



of the LBRF funds after the reimbursement period for eligible activities for a period not
to exceed five years in accordance with Act 381.

LBRF funds will be used in accordance with the LBRF Policy, adopted by the BRA and
subject to the restrictions of Act 381. A LBRF application must be completed by the
applicant and submitted to staff if BRA LBRF revenues are being considered for a

project.

The BRA intends to capture LBRF funds pursuant to the following criteria:

5.7.1.

5.7.2.

5.7.3.

5.7.4.

5.7.5.

The BRA will capture incremental local and school taxes, if applicable, to the
extent allowed by Act 381, to fund the LBRF until funds in the following
amount have been placed in the LBRF, which is a maximum amount
equivalent to five years of capture.

The rate and schedule of incremental tax capture for LBRF will be
determined on a case-by-case basis. Considerations will include, but not
limited to the following: total capture duration, total annual capture, project
economic factors, and level of existing LBRF funding, and projected need for
LBRF funds.

School taxes for EGLE eligible activities can be captured for LBRF deposit,
but school taxes for MSF activities cannot be captured for LBRF deposit.
The amount of school taxes deposited into the LBRF for EGLE activities
cannot exceed the total amount of school taxes used to reimburse eligible
activities.

If an approved Brownfield Plan does not provide for the capture of
incremental school taxes, or provides for reimbursement of only MSF
eligible activities, LBRF capture will derive solely from the incremental local
taxes. In these circumstances, the impact of LBRF funding on the duration
of the local capture will be considered in determining the amount and
schedule for LBRF capture.

Exceptions to this policy due to extraordinary circumstances will be
considered on a case-by-case basis.

5.8. Brownfield Plan Termination

5.8.1.

5.8.2.

The Developer and the BRA have not finalized and executed the
Reimbursement Agreement, if required; within one year (365 days) after the
date the Brownfield Plan is approved by the City Council; or,

The Eligible Activities have not begun within three (3) years after approval of
the Brownfield Plan: or,



5.8.3. The developer has not followed the appropriate Reimbursement Process
within three and a half years as outlined in section 6.5 below; or

5.8.4. In no event, however, shall the Plan extend beyond the maximum term
allowed by Section 13(1)(f) of Act 381, for the duration of the Plan.

6. PROCEDURES

City of Madison Heights and the BRA recognize the importance of development project
schedules and will expedite the Brownfield Plan review and approval process to the
greatest extent practical.

The BRA and City Council have sole discretion in approving projects under the
Brownfield Program. Furthermore, all projects must comply with the City’s goals,
ordinances, and development standards.

The following summarizes the typical steps for accessing available Brownfield
incentives in Madison Heights. The procedure may be adjusted if the applicant
proposes completing a combined Brownfield Plan and Act 381 Work Plan.

6.1. Project Concept Application and Draft Brownfield Plan Submittal

6.1.1. The applicant must schedule a pre-application meeting with city staff to
discuss eligibility guidelines and obligations. The authorized representative
who will be submitting the project application is required to attend this
meeting. Contact the Community & Economic Development Department at
248-583-0831 to schedule this pre-application meeting.

6.1.2. The applicant must complete a Project Concept Application (Application)
and submit it to the City of Madison Heights Community & Economic
Development Department (CED) to initiate the Brownfield process with the
BRA. Please refer to the Application for details on the requested information.
Applications will be considered only when accompanied by a non-refundable
application fee as established within the City Fee Schedule.

6.1.3. The applicant may simultaneously submit a Brownfield Plan which must
include all sections identified in Act 381, Section 13(1) (MCL 125.2663
Brownfield Plan; Provisions). The site must be eligible property, and all
activities must be eligible activities as defined in Act 381. The plan must also
be consistent with the BRA policies outlined in Section 5.0 above. An
additional review fee as defined on the Application must also be submitted.

6.1.4. If the applicant does not submit a Brownfield Plan with the Application, the
Plan must instead be submitted directly to the City of Madison Heights CED
Department for inclusion in the materials prepared for the BRA.



6.1.5.

6.1.6.

The appropriate City Administration and the BRA will review the information
and work with the developer if revisions are necessary.

If the applicant is seeking school tax reimbursement, the applicant must
meet with staff, EGLE and/or the MEDC, and/or MSHDA to determine the
level of support for the project. Following administrative review, information
will be forwarded to the BRA for formal review and consideration at a public
meeting.

6.2. Brownfield Plan Approval

The Brownfield Plan must be approved by the BRA and City Council. The Brownfield
Plan approval process consists of the following activities:

6.2.1.

6.2.2.

6.2.3.

6.2.4.

6.2.5.

6.2.6.

6.2.7.

CED staff will provide the Brownfield Plan (produced as described in Section
2.1) and the draft Reimbursement Agreement to the BRA for their
consideration one (1) week prior to the BRA Board meeting.

The applicant is responsible for providing final documents to the CED and
Budget Department at least two (2) weeks prior to the BRA meeting for
distribution to the BRA Board. This includes twelve (12) hard copies of the
brownfield plan and an electronic link.

It is recommended that the applicant attend the meeting to present the
project.

It is the intention of the BRA that all meetings be conducted as Open
Meetings. However, at times the Board may have reason to conduct closed
meetings in accordance with the law.

If the BRA recommends approval of the Brownfield Plan, a Public Hearing
will be established by the City Council.

Following the Public Hearing, the City Council will consider the Brownfield
Plan for approval.

If the Brownfield Plan is approved by the City Council, a resolution shall be
executed, and staff and the BRA will proceed with a reimbursement
agreement.

6.3. Reimbursement Agreement Execution

Following the approval of the Brownfield Plan, the reimbursement agreement must be
executed. The reimbursement agreement must be approved and executed by the BRA
Chairperson. It is recommended that the motion to approve the brownfield plan include
language which allows the Chair of the BRA to execute the Reimbursement Agreement
subject to final review and approval by the City Attorney.

6.4. Act 381 Work Plan Approval



If the Brownfield Plan includes the capture of school taxes for eligible activities, an Act
381 Work Plan (Work Plan) must be completed in accordance with the requirements of
Act 381 and guidance published by EGLE/MEDC/MSHDA and submitted to staff. Staff
will review the Work Plan and work with the Applicant and the Applicant’s representative
to finalize it. Staff then will coordinate with the appropriate agency(s) for the submission
and review of the Brownfield Plan, Act 381 Work Plan, and other necessary documents

as follows:

6.4.1.

6.4.2.

6.4.3.

6.4.4.

6.4.5.

If TIF includes capture of school taxes for environmental activities, staff will
submit a completed Work Plan to EGLE. The Work Plan must include the
approved Brownfield Plan, which will be evaluated during the Work Plan
review.

If TIF includes capture of school taxes for non-environmental eligible
activities, staff will submit a completed Work Plan to the Michigan Economic
Development Corporation (MEDC) to review on behalf of the Michigan
Strategic Fund (MSF). The Work Plan submission must include the
approved Brownfield Plan, a signed Development Agreement or
Reimbursement Agreement and other documents and information as
required by the MEDC.

If the TIF includes capture of school taxes for housing development eligible
activities, staff will submit a completed Work Plan to the Michigan State
Housing Development Authority (MSHDA) to review. The Work Plan
submission must include the approved Brownfield Plan, a signed
Development Agreement or Reimbursement Agreement, Potential Rent Loss
(PRL) & Total Housing Subsidy (THS) used to establish the reasonableness
of certain housing activities for which tax capture is planned, and any other
documents required by MSHDA.

City staff and its consultants are authorized to review and work with the
Applicant and Applicant’s consultants to finalize and submit all Act 381 Work
Plans and Grant Work Plans to the appropriate state agencies and shall
provide the BRA Board with copies of all Act 381 Work Plans and Grant
Work

Plans after submission to the appropriate state agencies to be filed and
included in the agenda packet for the next BRA meeting.

6.5. Reimbursement Process

The following outlines the conditions that must be met before reimbursement will occur.

6.5.1.

The BRA will begin the reimbursement process after the following have
been completed:
6.5.1.1. The Brownfield Plan has been approved.



6.5.1.2. The Reimbursement Agreement has been executed.

6.5.1.3. The Act 381 Work Plan has been approved by EGLE, and/or MSF,
and/or MSHDA as appropriate.

6.5.1.4. The approved eligible activities have been completed and/or
initiated.

6.5.1.5. All the appropriate invoices and documentation for actual costs
incurred to conduct the approved eligible activities have been
submitted and reviewed by the BRA, subject to the conditions
outlined in the reimbursement agreement.

6.5.2. TIF capture begins subject to the following:

6.5.2.1. All taxes and special assessments due or owing to the City and/or
County are paid in full.

6.5.2.2. The tax year is within the TIF capture period specified in the
Brownfield Plan and Act 381.

6.5.2.3. The BRA will only reimburse the actual costs to conduct approved
eligible activities. The BRA uses only the incremental taxes
generated by the redevelopment project to reimburse approved
eligible activities, and the yearly reimbursement amount is based
on the actual yearly incremental taxes collected.

6.5.2.4. Invoices, eligible activity documentation and proof of payment must
be submitted to the BRA. The actual eligible activity cost should be
summarized in a form similar to the Eligible Activity Tracking Table
provided in the Reimbursement Agreement.

6.5.2.5. Failure to produce invoices, eligible activity documentation and
proof of payment to the BRA within 180 days of the cost incurred
will result in forfeiture of the available TIR for those eligible activities
under the Plan.

6.5.2.6. If invoices, eligible activity documentation and proof of payment are
not provided, the plan shall expire and no longer be valid as
outlined in Section 1.8 above.

The actual amount of TIF reimbursement in any year may be reduced by the amount of
TIF allocated for the reimbursement of BRA administrative expenses, funding the LBRF
and reimbursement of 3 mills of SET, as provided in the approved Brownfield Plan,
Reimbursement Agreement, and Act 381.

7. ASSOCIATED COSTS & FEES
\
7.1. Brownfield Plan Preparation Agreement



The developer is responsible for payment of all invoices, legal and professional fees
associated with the preparation of the Brownfield Plan, any amendments to that Plan,
the Reimbursement Agreement and review and tracking of eligible expenses.

7.2. Fees
7.2.1. A non-refundable application fee must be paid as detailed in Section 6.1
above.

7.2.2. Prior to the Public Hearing at the City Council meeting, a review fee must be
paid based on the current City of Madison Heights fee schedule.

8. CONTACT INFORMATION

Persons interested in the Brownfield Redevelopment Program are encouraged to
contact the CED Department at 248-837-2650. The office mailing address is 300 W
Thirteen Mile Road, Madison Heights, MI 48071.

9. FORMS
Project Application
10.RESPONSIBILITIES

All City representatives — elected, appointed, or otherwise employed in any capacity
with the City in any positions that are established by the City will be responsible for
adherence to this policy and all applicable procedures.

11.ENFORCEMENT
Failure to comply with this policy may result in disciplinary action.
12. RELATED INFORMATION

Resolution Establishing the BRA Local Brownfield Redevelopment Fund



