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Section |
Executive Summary

infroduction

Jones Lang LaSalle is pleased to present our findings on the highest and best use for a
potential disposition of the Michigan State Fairgrounds (MSF) located at 1120 W, State Fair
Avenue, Detroit, MI (the “Property”). Jones Lang LaSalie confirms that the goal of this
effort was (o conduct the following:

1. Identify potential reuse and disposition scenarios for the Property after its current uses
which include the annual State Fair, NextShot Golf, Mil Coleman Football, Equestiian
Club, and Youth Connection Career Academy are discontinued in the fali of 2009,

2. Provide recommendations and potential development scenarios for the Property in the
context of jobs creation and economic valte to the State

3. Determine a general property value range that could be realized upon disposition
based on the Property’s highest and best use and comparable sales of similar
properties,

As part of the initial task, Jones Lang LaSalle conducted a walk through tour of the Property
and surveyed some of the land uses and proposed developments in the surrounding areas.
Additionally, Jones Lang LaSalle performed a detailed market analysis of a variety of
potential uses, including retail, office, multi — famity, film studio, agriculture, education, and
green energy to determine the development potential of each product at the Property. Given
that the state of the economy and the Detroit market will evolve over the next few months
an¢l years, we have organized our recommendations of highest and best use based on near
term and long term projections. Near term projections are for potential development within
three years and long term projections ave three years or more from the date of this study,

Approach

To achieve the study's objeclive, Jones Lang LaSalle engaged in the following activities;

s Reviewed current and planned uses for the Detroit Metro Avea as well as the 22
Mile Radius Surrounding the Site (Local Market Area). Jones Lang LaSalle reviewed
market data, incorporated analysis generated by the firm'’s research analysts, and
reviewed focal development trends to assess current and projected demand for various
product types. In addition, Jones Lang LaSalle evaluated the potential impact on the
following components of local supply and demand; regional and local demographic and
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socioeconomic trends, current and planned development in the suwrrounding area,
competing projects, and potential end users / tenants,

# Interviewed real estate indusiry representatives. Jones Lang LaSalle informally
interviewed industry representatives to obtain market opinion about the development
potential of the Property and the LMA. Industry representatives included local Detroit
developers, brokers, and commumity stakeholders,

®  Evaluated the potential demand for market entry of new retail, office, muiti -
family, and industrial (warehouse / distribution). Jones Lang LaSalle assessed the
market dynamics and the prospects for each property type as a component of future
development of the Property, The team reviewed relevant demographic and economic
trends that may impact the area’s capacity to absorb future office, retail, multi ~ family,
or industeial space,

v Evaluated the pofential demand for alternative developments and special uses, Jones
Lang LaSalle assessed the market dynamics and prospects for special uses that could be
included as components of & future development of the Property. The temn reviewed
information published by Michigan NextEnergy, the Michigan State Film Office, and
Michigan State University as well as multiple news articles and local periodicals to
determine the supply / demand characteristics of the following special uses:

o Alternative Energy Production (Solar and Wind)
o Film Swdio

# Agricultwre / Education

o Red Wings Hockey Arena

Assumptions

Current Uses: For the purposes of this report, Jones Lang LaSalle has provided
recommendalions based on the assumption that the State wishes to discontinue most of the
current uses of the Properly including the State Fair, NextShot Golf, and The Youth
Connection Carcer Academy. As such, Jones Lang LaSalle's recommendations pertaining to
Highest and Best Use purposefully do not account for the potential for continued lease
revenue accruing to the State from most of the existing tenants; however, where appropriate,
the recommendations do account for the potential to sell lease rights to a third party —
including the rights to assume the Joe Dumars Fieldhouse lease, .

Summary of Findings
Real Estate Market

Morve than any other clty In the country, all of the property markets in the Detroit have been
roiled by the decline of the broader U.S. economy. Detroit leads the country in vacancy rates
for most atl property types including office, industrial, and retail and also has the second
highest percentage of distressed properties in terms of total property volume. The key culprit
is unemployment and the steep descent of the awtomotive industry over the past two years,
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The shrinking payrolls among Detroit’s three large automakers — and three fargest employers
in the area - are having a ripple effect on the broader Detroit economy as aulo suppliers
downsize their staffs to compensate for declines in demand, Laid off workers have cut
spending on discretionary items while those who have managed to refain their jobs are saving
more of their income. All of these factors have combined to create a dim forecast for property
owners in Detroit,

For summary purposes, Jones Lang LaSalle has provided a key performance iadicator table
illustrating the vacancy and rental rate trends for each of the major property types — multi —
family, office, relail, and warehouse / distribution. For added context, the table also provides
summary commenlary on the strengths and weaknesses of the particular property market,

The mulll — family market has faired
belter than olher commerclal

Flat properly markets, but vacancles
conlinue to inch up ~ albelt stightly

Multl - Famtly

Delroit has the highest office
vacancy rate of any metro area in
the country which is nearly 30% In
the Central Business Diskrict,

Flat Vacancy s directly lied to
unernployment so untit the
upsmployment rate beglns to fall -
the promise of turnaround appears
remote

Office

Retail properties ara fairing poorly in
[he marke!place with the exception
of nelghborhood grocery and
discount retaltars, The City of
Defroil is especially weak with

Flat traditionally aggressive retallers
such as car dealerships and
Slarbucks closing their deors. ALDI
suparmarkets and Family Dolfar are
the bwa retall chalns with expansion
plans wilhin the city of Dalvoit

Refall

Warehouse { distributlon product is
oversupplied in Detrolt. The relail
market and auto industry are the
Flat primary drivers of demand for
warehouss distribution property in
the area - 5o a turnaround will Hkely
follow a rebound in these sectars

Warehouse f
Distribiution
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Despite the downturn in the economy and corresponding dectine in building construction,
construction costs remain relatively elevated when compared to historical averages over the
pasl ten years. Turner construction, one of the largest construction companies in the world,
publishes an annual building cost index to track cost trends in the industry. As the table
below shows, construction costs have decreased slightly since their peak in 2008, however
the 2009 YTD index remains significantly efevated compared to the index from just three to
four years ago, When combined with escalating vacancy and declines in rental raies, these
elevated construction cost figures make it very difficult to build new product in today’s
enviroiment,

U.S. Construction Cost Index
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Source: Turner Construction

Given the stubbornly high development construction costs and weakness of key performance
indicators for the traditional property markets in Detroit, Jones Lang LaSalle evaluated the
supply and demand characteristics of special use product types that could achieve the State's
goal of generating income from the Properly while at the same time providing a sowrce of
employment base for local residents. The uses that were evaluated included solar energy,
hockey stadium, film studio, and agricultural education. A summary of each product type is
provided below,

Solar fn 2008, the state of Michigan enacted a Renewabla Energy Portfolio Standard (RPS)
thal calls for ulility providers to pracure 10% of their energy via renewable sources by
2015, In addition, the RPS provides extra credits to utility providers for renewabls
energy they procure using solar and other sources ather than wind power, As it has in
ofher stales, the RPS Is expected to force ulility providers to Invast In solar and vind
farms to meet the RPS goals. Thus far, wind power has been the profetred sourca of
renewable energy In Michigan due lo the Jack of available suntight and an abundance
of wind energy on the coasts of the great lakes. Although sofar power Is more prevalent
in the sauth and west, Canadian provinces such as Onlario are allracling large sofar
power Investmenls due lo an extremely lucrative solar power Incentive plan which
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Film Studio

Hockey Arena

Agriculiure

Existing Conditions

guarantees payments of §.42 per kw hour generated from farge solar farms for the next
twenly ysars, Ontario has proven that these Incenlives will work 1o alteact solar power
generalion in areas that arg usually not assoclated with extended parlods of sunfight,

Due to the state’s gensrous film incentive law, sludio development has been the focus
of sgveral large scale projacis In the Detrolt area, Specifically, two large film studio
projects are planned for Allen Park and Ponliac Michigan totaling a massive 18 sound
slages and over 1.3M square feel which will flood the Detrolt market with film
production and ancillary facilitles within the next (hrea years. While Michigan's Incentive
law is spuring interest in flming In Michigan, many other stales are pursuing the film
Industry as other sources of tax revenue dry up amid the economie downlumn, In
addition, It remains lo be seen if the state can confinus fo afford such a generous tax
incenlive law over ths long term. As a resull, studio developers are walling on the
sidelines untit 1) the long term viability of the incenlive law Is more certalis, and 2) the
Ponliac and Allen Park studio developments are successful in garnerlng Interest from
the fiim and T.V. Industry.

in the summer of 2009, the Detroit Red Wings Hockey club announced that they will be
seeking a restructured shor term lease for (hefr current venue - Joe Louls Arena (JLA),
JLA has been deemed Inadequate by Red Wings management; however, new
stadiums In other cliles are iypically iunded with financial assislance from slate and
local enfities. Dus lo the economic downlum in Michigan, publie funding of a new
stadiom Is exiremely untikely In the near and fong term unless the stale experiences a
rapid economlc recovery, For now, Red Wing's ownership s focused on re-negotialing
ihelr lsase al JLA. According to loca! nawspaper accounts, futura development siles for
a new hackey stadium are limited lo propedies that are already owned by Ihe
managemant company.

Due to the Properly's histaricel use as a farm and the agriculiure orientalion of the
State Fair, soma local comrunity groups have proposed that tha Properly be converted
nto a year round urban farm that could be used for educational purposes as well as a
source of fresh frult and vagetables in the Cily of Delroit which has lacked a chaln
grocery slore for the past several years. The Properly’s relatively small scale
development and presumably limited envionmental considerations are altributes Ihat
may allow it to feasibly support an urban farming operalion more so than other vacant
properies In the Delrolt Melio area, Olher urban sles in Detrolt are under
conslderation for usban farming operation. Hanlz farms, of Soulhfield, ML, Is proposing
to open urban farms on several vacant properties in the urban core of Delrolt. Hanlz Is
working with Michigan State Univarsily lo develop best practices In Urban Farming
which will consider unique considerations of an urban farming operation including
securily, soil tasting, and contalnment of fertitizer and other chemical run — off,

The Property is currently home to the annual Michigan State Fair as well as miscellaneous
tenants who occupy the various structures on the Property. The State of Michigan has
annownced that this will be the last year of the fair and has also issued eviction notices (o all
of the Property’s tenants with the exception of Joe Dumar’s Fieldhouse, In order to ascertain
the costs associated with continuing to own the Property, the State commissioned an analysis
of one time and recurring costs needed to close the facility and maintain basic services. Nole
that the State has alveady granted use of the Michigan Mart building for Hob Nobble Gobble
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fundraising event in November, 2009. The table below provides a summary of the existing
conditions analysis.

Moth-Ball $ 280,000 SoM DMB FacititieshltL
Secuiity Enhancements (cameras) | $270,000 $ 10,000 SoM DMB Facililies
Site fllumination (utility/malntenance) § 100,000 Sotd DMB Facililies
Securily $ 350,000 SoM DMB Facilities
Utiities ﬁct)ct!gsf))ps {stated in g, notin
Electrio $ 26500 Dumars Building Electric
Gas § 47,000 Dumats Bullding Gas
- s o | ottty oot
Malntenance and Repair
Snow Removal § 11,000
Lawn Maintenance § 6000
Re-boarding, ete. $ 14,000
TOTAL $560,000 $ 836,500
Special Evants {Hob Nobble $15.000 Ofle lima cost for re — opaning the
Gobhls) ! iichigan Marl
GRAND TOTAL $575,000 $830,500

As the table illustrates, the cost of shuttering the fair and maintaining basic services on
annual basis totals approximately $1.3M in the first year and $830,000 per year thereafier,
The $830,000 annual operating costs are herein referred to as the State's “holding costs” for
the Property.

Although most of the structures on the Property are in need of infrastructure upgrades and
renovation to bring them up to current standards, many of the Property’s buildings have been
reasonably malntained over time and offer fair accommodations for certain types of uses. I’s
worth noting that a few of the buildings have been upgraded and well maintalned within the
past 10 years and offer usable space for year round tenants. Buildings that are deemed to be
in fair or good condition as reported in the Phase 1 ESA report include the Michigan Mart,
Agriculture Building, Comumnunity Arts Building, Volunteer Center, and the Administration
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Building, In addition the Outdoor Zone, which offers a valuable learning resource for the
community was constructed within the past ten years and is well maintained. The table below
summarizes the condition of each of the major buildings on the Property.

Michigan Mart Coleman Foolball 30,000 Good

Wast Mall Fair 40,000 Good

Ag Buiiding Joe Dumar's Fleldhouse 28,000 Falr

East Mall Falr 25,000 Good
Coliseum gﬁgtgy’gigj S’ Horse 75,000 Fair Condition - Relatively new ulilities
Dalry Calile Hoise Shows 54,628 Falr

Pole Bam Boarding Horses 5,000 Fair

Marth Riding Area Equestrian Club 16,000 Falr

Main Horse Barn Equestrian Club 35,000 G:)od to Falr
South Riding Area Equestrian Club 16,000 Fair

Multi - Livestock Falr 72,060 Good
Whitehall Bullding NIA 11,000 Poor
Volunteer Headquarters Youth Career Academy 2448 Vary Good
8and Shell Falr Conceils 7,000 Poor

Dodge Pavition Falr 3,275 Fair to Poor
1.8, Grant Housa Historical N/A Poor
Administration Building Properly offices 6,600 Good lo Fair
Community Atts Building Theater, officas 37,000 Good
Exhibit Buitding Fair 5,000 Good
Poultry Buliding Falr 38,000 Falr
Quidoor Zone Nalure Leaming Genter 3 acres Good

Next Shot Golf / Mili

While most of the buildings are usable, significant renovation and replacement costs would
be incurred to bring the facilily up to current standards. Appendix 11 shows the renovation
estimales for cach buiiding and major infrastructure component of the Property. According to
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-the estimates, most of the facilities are in need of a few hundred thousand dollars worth of
renovation — nsually to replace windows, upgrade bathrooms, and repair or replace roofing,
Altogether, the estimate to renovate the entire Property is $14M; however, it should be noted
that almost half of this cost is not associated with repairing buildings, but instead addresses
the need to repair overhead power lines and surface parking lots,

Constraints to Development

When evaluating the potential redevelopment scenarios for the Property, it is important to
note that certain attributes may inhibit the development potential of the site. In the case of the
Property, there are four material issues that may inhibit future development including the
following:

Environmental Cleanup Costs: The identification of eight records of environmental
consideration (REC’s) and other environmental cleanup needs related to asbestos that were
uncovered as part of a Phase 1 environmental assessment, The estimated cost associated with
the remediation of the eight REC’s, asbestos cleanup, and lead based paint removal totals
$1.5M and is detailed as foliows:

®  Asbestos removal is estimated at $500,000
»  REC cleanup is estimated at $350,000
»  Lead based paint removal is estimated at $660,000

Demolition Cosls: The existing structures on the Property which would need to be
demolished in order to facilitate redevelopment of the entire Property at a cost of
approximately $3.6M - according to an estimate provided by Skanska (includes the State’s
admin cosis).

Historical Considerations: The historical considerations of the buildings on the Property do
not formally prohibit demotition, but special interest preservationist groups may altempt to
block such demotition efforts in the event of a redevelopment.

Light Mile Bridge Creates Negative Perception of the Neighorhood Surreunding the
Property: The elevated Woodward Avenue bridge that spans over Eight mile road creates a
perceived barrier between the Property and the more populous neighborhoods immediately to
the North and West in Qakland County. This barrier creates the perception that the Propesty
is located a great distance from the sutrounding neighborhoods and may discourage residents
from the North and East from traveling South to patronize future commercial development of
the Property.

Competing Sites and Developmenl Proposals: When evaluating constrainis (o
development, it is important to factor how the real estate market context will hamper or
support development of the Property. Unfortunately, Detroit has seen multiple development
sites remain vacant over the past several years as developers have struggled to obtain
financing amid mounting evidence that Detroit’s economy is sufferlng in the wake of the
decline of the auto industry. Due the basic laws of supply and demand, the overabundance of
vacan( properly in Detroit detracts from the atiractiveness of the Property and therefore
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depresses Property vatue. In addition, there are some development projects in the Detroit area
that will likely serve to delay development of the Property for commercial uses. Specifically,
the Shoppes at Gateway development, and the two film studio projects in Allen Park and
Pontiac will likely absorb much of pentup demand for these product types in the near term.
Should any of these projects fail to come to fruition, the Property’s ability to support a film
studio or retall development will be greatly enhanced,

State of Michigan Law Regarding Sale of the Property: Currently, the Michigan State
Fairgrounds Act does not permit the sale or ground lease of the Property. In order to allow
most flexibility in the redevelopment of the site Legislation will need to be enacted that allow
for transfer of the property.

Strengths and Weaknesses / Opportunities and Threats

The table below illustrates the Property's strengths and weaknesses when compared to other
vacant sites developable sites in the Detroit inelropolitan area.

s Good cenlral focation near the Intersection of lwo = Environmentat Consideralions
major thoroughfares {Woodward and Eight Mile) «  Existing Structures
= Lasge site that can accommodate mullipte uses »  Hislorical Propertias
o Recognizable sile due to size and previous use = Joa Dumar's Lease terminalion costs

#  Slale's willingness to creale incenlives for *  Detroit Commerclal Properly Markels in Sleep
developmant Decline
= Renewable energy standards will create greater = Oversupply of available fand in Dairait
demand for solar power = Parception of declining nelghborhood
= Growing interest in urban farming with Michigan »  Escalating construction costs
Stale Universily as a key source of expertise *  Unclear employment plcture in Detrolt aad the
= Development of Woodward Light Rail Line could broader U.S. economy
enhance the accessibilly of the Properly = Competing relall and film sludio projects on the
= Success of Shoppes al Gateway could set the slage hotizon
for additional commerclal development, = Elght Mile road bridge creates percelved

neighborhood barrler

Potential Development Conclusions & Value

This scction summarizes the potential feasibility of three development opportunities
identified for the Property. Each of the opportunities is ranked as either high, moderate, low,
and unlikely in terms of 1) Economic Value to the State, 2) Ability to create jobs, and 3)
Markel feasibility, as shown in the table below. In addition, each opportunity includes an
action and set of recommendations regarding the re ~ use plan. Note that in calculating
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economic value to the State, Jones Lang LaSalle factored both the value of the Property for a
specific development, as well as savings that could be realized by avoiding such costs as
early lease termination fees, demolition fees, and environmental remediation fees.

As the table indicates, there are three re-use opportunities that appear most likely to achieve
the state’s objectives for the Property. Each of these high polentisl re — use opportunities is
described briefly below along with an explanation of the time frame under which the
development could be achieved:

1) Agriculture / Educatlon ~ The suggested proposal would entall the
following:

" Allocate a portion of the Property and all usable farming facilities for urban farming and
agricultwal use — including an agricultural education facility for Detroil area high
schools. Other uses could include the Joe Dumar’s Fieldhouse and outdoor zone.

o Maintaining the Fieldhouse allows the state to avoid $3.4M in lease termination costs and
provides a source of income for a potential buyer of the Property.

¢ The outdoor zone could complement a future agricultural education center.

“ This scenatio could allow the state to transfer the Property to another public entity such
as Michigan State University or the University of Michigan, Michigan State Universily in
particular has a well established agriculture program and has expressed interest in
expanding urban farming initiatives.

®  The timeframe for this development could be very short with operations underway within
six to nine months.This plan allows for the most expedited re-use opportunity for the
property for the following reasons:

» Would utilize many existing facilities ~ limiting the need for extensive demolition
remediation

» Would not require significant upfront capital investment (relative to other re-
development alternatives). Investments would be required to modify and update
buildings and to do site preparation for agriculture uses, but heavy capital
expenditures for building tear down and remediation could be avoided.

2) Neighborhood Retail - The suggested proposal would entall the following:

»  Allocate a portion of the Property for future commercial retail development in the long
term. Other uses could include the Joe Dumar's Fieldhouse as well as Agriculture /
Education facilities as described above,

¥ Maintaining the Fieldhouse allows the state to avoid $3.4M in lease termination costs and
provides a valuable source of income for a potential buyer of the Property.

" The timeframe for this development would likely depend on the success of the Shoppes at
Gateway Development, If the Gateway development is successful, then the potential for
retail development on the Property would likely become more realistic. Based upon
projections provided by the Gateway developers, this project may be successfuily
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completed in three to four years. It should be noted that the state could expedite retail
development by demolishing existing structures and curing any environmental
considerations prior to making the properties available to developers,

3) Film Studio Development or Alternative Energy - The suggested proposal
would entail the following:

= Allocate a portion of the Property for Film Studio Development or for future Alternative
energy production such as Solar power. Other uses could include:

= Retail and Agriculture / Education uses as described above

" The timeframe for this type of development would likely come after the completion of
the film studio projects in Pontiac in Allen Park, If there is sufficient demand for
additional film studio development — construction could possibly commence in four to
five years after the success of the other studios projects is gauged and the capital markets
fully recover. The potential for Solar power on the Property would be greatly enhanced if
the State of Michigan provides a long term guarantee for the alternative energy tax credil
program — similar to what has been implemented in Ontario, Canada, Given the limited
sunlight in this part of the continent, Ontario is one of the few areas in the northern part
of the continent to garner widespread interest from solar power companies for solar
power generation.

The table below summarizes Jones Lang LaSalle’s assessment of all potential re — use
opportunities for the Property.

@ High Q Moderate G) Low C? Unlikety

Multi - Tenant Office O O NIA N/A

Single Tenant Offlce (O O NiA N/A

Nelghborhood Retall & @ Discuss relail needs with local ~ Allocate an area of lhe
community Closely monitor Propeily adjacent {o the
sticcess of tha Shoppes at Shoppes al Gateway Project
Galeway. Evaluate financlal for future nelghborhood retail
incentives Lhat may be development

available including TIF and
renalissance zona

Reglonal Retall O © Monitor sticcess of Shoppes at
Gataway and progress of
Development of Woadward
tight rail which could spurt
demand

Mudtt - Family O ® Monitar stccess of Shoppes at
Galeway and progress of
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Warshouse /
Distribution

Film Studio /
Education

O

Davelopment of Woodward
iight rall which could spor
demand

N1A

Engage tha fifm industry fo
more accurately gaugs the long
term heed for addilionat studio
spaca In addition to Allen Park
and Pontfac In order to

NIA

Allocate an area of the
Proparty adjacent lo the
Shoppes at Gateway Project
for future nelghborhood retail
devalopment

enhance the long lerm suceess
and viability of flm studio
develapment, the stale shauld
move o guarantes Incentive
{unding for certain lime period

Engage Red Wings ownership  N/A
in a dislogus to determine

compatibitity of the Propetty for

a new hockey stadium

Alternatlve Energy ® © Engage solar power companies N/A
{Solar) to delermine appropriate

incenlive offering. Take lessons

{earned from nelghboring

Ontarla for proper incentives

needed to spark [arge scale

solar power developmentin a

slmilar environment selting to

that of Delroit

Hockey Stadium O ®

Allacate a large porifon of
the Property for agricutlure
use Including the entire
Eastemn and Southern Thirds
and a portion off the
Northern Third,

Agricultural { & L]
Education

Complele Phase }l
environmental te pinpoint
extent of consideralion and
costs associated with
remadiation

Disposition Plan

Due to the size of the Property and variations in building density on certain sections of the
site, Jones Lang LaSatle recommends that the State dispose of the Property using a phased
approach while strategically parceling out portions of the Property based upon the
opportunities and anticipated timeframe for development discussed above as well as:

Current Uses / Structures and other constrainis to development

*  Accessibility / Visibility

The purpose of the strategic disposition is to ensure that the state achieves its goals of
receiving maximum economic benefit and creating jobs within the shortest possible
timeframe. Jones Lang LaSalle has organized its recommended plan into two phases — 1} An
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Interim Plan and 2) A Long Tertn plan that coincide with the near term and long development
potential of the Property as discussed in the re — use scenarios above.

The Interim Disposition Plan Calls for the Following:

This approach would minimize the need for large capital expenses associated with
demolition, remediation, and construction while maintaining long term re-development
opportunities for the Property.

" Maintain the Joe Dumar’s Fieldhouse (due to its long term lease commitment) and
Qutdoor Zone Uses

s Complete the Phase I environmental study
»  Mothball the other facilities located in red below

Hold the land and properties highlighted in red for futwe retail / commercial
development in the long term. Investigate whether the Joe Dumar's lease and related
lease income may be transferred to u third party in the event of sale of the Property.

»  Convert the area shaded in green on the map below for agricultural and education uses.

The Long Term Disposition Plan Calls for the Following:

" Engage local and state level lawmakers to create a powerful economic incentive plan to
ture conunercial development to the area. Incentives should include at a mininmnm, Tax
Increment Finauce (TIF), a chaissance Zone desngnatton, 01 New Mall\el Tax Cledlts
(NMTC) or a \r\} RN f ]
combimation of all
three,

®  Package and dispose of
the Woodward Avenue
Parking  Lot, Joe
Dumar’s  Fieldhouse
and associated lease as
well as the Coliseun
Building and Michigan
Marl for future

commercial retail
development - i,\_
possibly for a strip {7 REAL 5
cetter  Including a gggfgéa?ﬁiwnucmon g
grocery or drug store. z‘ e 1‘

To a potential buyer,
the Joe Dumar’s lease provides some cash flow that can be utilized to help offsct
construction costs in the event of redevelopment.
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©  Package and dispose of the parcel highlighted in red along 8 mile road below for future
retail / commercial development. This parcel will likely be sold at lease one year after the
stabilization of the shops at Gateway

Property Value Estimate

Before calculating a range for Property value, Jones Lang LaSalle first summarized the major
uncertainties regarding the potential for future development of the Property. Invariably,
developers and property buyers will subjectively discount their offering price for a Property
based on real or perceived risks, When disposing of a Property, the property owner's
negoliating position is most dramatically enhanced by eliminating unknowns or uncertainties.
Al this point, there are several uncertainties regarding the potential (o redevelop the Property
which have a negative effect on Property value,

Development Viability Uncertainties

" Historical Significance: If there is significant community backlash against & demolition
of the existing properties. The community may altempt to block demolition of the
properties through a court order or cease and desist,

Infrastructure Development: How cutrent are the “in the ground” wtilities — is there a
need for Upgrading of Utilities for Higher Density Development

v Other Uncertainties: The following is list of other factors that may negatively influence
the value of the Property. These factors are inherent in any potential land sale and reflect
the fundamenial risks associated with real estaje development. As previously stated, it is
extremely important to note that given the size and complexity of Property, & sale will
most likely occur in the form of a phased (akedown over three to four years. The
probability that any of the below factors will change is greater when examined over a
period of three to four years versus over a year or less, As a result, the value of the
Property will be more sensitive to the land value uncertainties noted below.

o A sudden rise in interest rates

@ Newly announced development projects by developers in the immecdiate markel area or
in competing markets;

@ Political roadblocks posed by historic preservationists and thase in favor of keeping the
fair

Estimate of Value

Jones Lang LaSalle attempted to estimate the value of the Property based upon the findings
of all of our analysis including the following:

»  Demolition and environmental cleanup costs of $5, [M

e Other land sales of comparable size in Detroit

@ Jones Lang
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¢ The previous appraisal conducted in 2007

v Discussions with Detreil developers and brokers

v Analysis of local and mational real estate trends

o Analysis of uncertainties and encumbrances to developmen(

" The strengths, weaknesses, opportunities, and threats of the Property

After reviewing our findings, it was determined that the Propeity, if sold today, has a
negligible value, The primary reasons for this include:

v $5.1M estimated cost to demolish the existing structures and cleanup environmental
considerations

®  Hxcess of available land in and around Detroil
o Unknown’s regarding need for infrastructure upgrades

= Distressed state of the real estate property markets and capital markets which has
shelved plans for many projects across the country and stalled many others in mid —
construction

( Jones LanG
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Section |l
Property Overview

Property Location

The Property is bounded by Woodward Ave to the West, 8 Mile Road to the North, freight
rail to the East, and State Fair Ave. to the South. The Property is situated at the Notthern
bordet or the City of Detroit and is the gateway to Oakland County which is immediately

North of 8 Mile Road.
The graphic below illustrates the Jocation of the subject property in relation to the Oakland

County and the City of Detroit. The property boundary lines are indicated with red lines on
the aerial photo while the blue line indicates 8 Mile Rond.

Joues LAaNG
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Surrounding Uses

The Property is surrounded by mostly residential areas to the East, South, North, and West
with a higher concentration of commercial activity located to the North of the Propeity along
Woodward Ave, The following summatizes the prevalent uses in the areas surrounding the
Property.

East: Woodlawn & Evergreen Cemetery / Palmer Woods and Sherwood Park single family
residential. The residential neighborhoods to the Hast are occupied by more affluent
households than the surrounding neighborhoods. These households would likely help support
retail development on the Property,

North: The Ferndale neighborhood in
Oakland county has grown in popularity
over the past 10 years. I{ has developed a
reputation as a haven for creative arlists with
boutique retail and trendy neighborhood
restaurants, It is worth poting that the
neighborhood to the North is accessible via
the elevated Woodward Ave, bridge over
Bight Mile Road. While this bridge does
provide good connectivity, its size and
elevation create & perceived barrier between

the Property and the neighborhoods to the %i?}n“:,mw!
North.

West: The Hazel Park and Chaldean Town
neighborhoods to the North and West appear
depressed when compared to Ferndale and Palmer Woods. There are many abandoned and

unkempt homes.

South: Chaldean Town is a mix of depressed single family housing, multi — family
affordable housing, and low end strip retail such as pawn shops, gas stations, and currency
exchanges. This area appears neglected and is perceived by some in Detroit to be unsafe -
especially after dark,

Jones LaNG
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Aetlal Viewto the West Aerial View to the South

Property Facts

The following table provides a detailed breakdown of the important facts pertaining to the

Property.

Cotmon Properly Name Michigan State Falrgrounds

Neighborhood Land Uses Primarily residential to the South and East, Mix of residentia) and cemetery
uses to the West. Nefghborhood relall and smal} commercial uses to the
Notth across 8 Mile Road,

Assessor's Parcel Numbers  Ward 01, ltem 9845

Zoning B-4 (Genera! Business) on 161+ acres, -4 (intensive Indusltal) on 7 acres
Land Area 161 usable acres*

Historical Conslderations See detail below

Year Bullt 1905
Annuat 0 & M $830,000
Flood Zone Outside of the 500 year floodplain

(@) Jones LANG
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Access and Visibility Site Is highly wisible from 8 Mile Road Bridge, Fight iile Road and
Woodward Avanug both provide excellent access to the Site from all -
direclions. The site Is accessible from Eight mile Road and Stale Fair Ave
from the North and South directions while a slgnaled entrance provides
accass on the West via Woodward Ave, The site s also less than amile .
East of the 8 Mile Road and the | - 75 inlerchange and Is Just over a mife
South of the Woedward Ave and Highway 696 interchange =

Property Map

The map on the right iflustrates an serial view of the Property with numbers referencing the
name of each of the present buildings on the site. For discussion purposes, we have evaluated
the uses on the Property by dividing it into thirds,

As the map shows, most of the large buildings on the Property are located on the Northern
Third of the site and include:

o Michigan Mart

s West Mall

v Agriculture Building

#  East Mail

& Coliscum

v Dairy Cattle Building — Equestrian Club

¥ Pole Barn — —Equestrian

t  North Riding Area

s Main Horse Barn

o Muiti ~ Livestock Barn

®  South Riding Area

¢ Whitchali

s Poultry Building

According to the Phase 1 ESA, all of the major structures in the Northern Third are in fair to
good condition with the exception of the Whitehall Building

The Southern Third of the Property is characterized by less intensive uses than the Northern
third. The buildings localed in the Southern third include the following:

#  Community Arts Building

v Hudson Auditorinm

#  Administration Building

o Volunteer Headquarters — Youth Connection Career Academy

7 U.S. Grant House

( JONES LANG
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#  Bandshell

¢ Exhibil Building

o World’s Largest Stove

*  Qutdoor Zone Park

2 Dodge Pavilion

According to the Phase 1 BSA, all of the Properties in the southern third are in fair to good
condition with the exception of U.S. Grant House, the Band Shell, and the Dodge Pavilion.

The Eastern Third of the Property of the Property is entirely vacant with the exception of
the light posts and fieldhouse that once served the shuttered Softball City operation,

* RESTROON
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BULDRIGS RAILROAD o
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RAILROAD
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1
)
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MICHIGAN MART -

WEST MALL,
ACHICULTURE HUILDING
EAST MALL

COLISEUM

PAIRY CAYTEE BUIRLDING
POLE DARN

HORTH RIDING ARENA

EIGHT MILE ROAD

pRNpEAENa

MAIN HORSE DARN

10, SCUTH RIDING ARENA,
11. GRAND CHAMNPION BATIN
12, MULT-HVESTOCI BARN
r 13. WHITEHALL

14, VOLUNTEER HEADQUARTERS
'1 16. BANDSHELL

16. BODGE PAVILION

\ 7
R

17, GRANT HOUSE

18, ADMINISTRATION BUILDING
19, COMMUNITY ARTS BUILDING
20, HUDSON AUDITORI LA

21, DUTDOOR ZONE PARK

22 WORLWYS LARGEST STOVE
23. EXHIBIT BUILDING .
24. POULTRY BUILDING, ;-f;/
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Zoning Detail

The majority of the Propeity is zoned B-4, General Business District, while smaller (non —
contiguous) portions east of the railroad and on the south side of State Fair Avenue are
currently zoned M-4, intensive industrial. The uses allowed under B-4 and M-4 zoning are
listed in Appendix 1L

Public Transportation

Bus

‘The Property serves as a significant interchange for Detroit's SmattBus system. The system’s
State Fairgrounds Terminal located on western portion of the Propetty off of Woodward Ave
serves as an important bus access point {o downtown Detroif as well as communities to the
West, South, and North. The bus lines served by the terminal include:

" 415/420

JONES LANG
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*  450/4G0

v 445/475 .
" 465

Woodward Light Rall

Financial supporters of the privately funded M-1 Rail, an
approximately 3.4 mile, 12 stop route from Hart Plaza to
Grand Boulevard would be the “first phase” of the Detroit
Depattment of Transportation’s proposed $371 million light
rait system. The proposed  Woodward line would ultimately
run from Hart Plaza to Eight Mile Road and would carry an
estimated 22,200 daily riders. Construction on Phase 1 could
begin as soon as 2010 with service beginning by 2013. The
Woodward light rail line would be the first step in a regional
transportation plan that includes rapid transit lines in Wayne,
Oakland, and Macomb countics,

Estimated Annual 22,000

Ridership

Estimated Cost $371,000,000

Number of Stations 13 to 15 from Eight Mile to
Downtown (9.3 Miles)

Job Creation . 12,000 new Jobs

Detroif to Ann Arbor Commuter Rail

The Woodward LRT will serve as a distributor and feeder to the Ann Arbor - to Detroit
commuter rail line, which is currently under consideration and may open as early as the fall
of 2010, The proposed

commuiter rail line would i ) e
L PR
ran from Ann  Arbor to A N ¢
) . M L 1]
downtown Detroit with stops & mniford, @

in Ypsilanti, Metro Airport, @__\ . M
Hemy Ford Center, and | suare w
Dearborn. The rail line is ¢

Vortenet
currently utilized by Amtrak
as well as Norfolk Southern, & v 1063
Conrail, and  Canacian
National Railway. Various

Jones LANG
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consultants have recently been hired to study the feasibility of operating a separate commuter
rail line along these already heavily traversed tracks,

Potential Constraints to Development

Historical Designations

A property may hold several unique distinctions pertaining to its historical significance
that may inhibit or add significant costs to potential redevelopment scenarios. The
Property is characterized by the following historical designations:

n  Site was dedicated as a historic site #172 on Aug 29, 1958

" The following buildings are listed on the National register of historic places
o State fair colisewm
2 Ag bnilding
o Dairy Cattle Building
® The following buildings are listed on Michigan’s register of historic places
o U.S, Grant House
e Michigan State Fair Coliseum
v Michigan State Fair Ag Building
o Michigan State Fair Dairy Cattle Building
o World’s largest stove

Because the State of Michigan has maintained ownership of these properties and none of
the properties have received historical tax credits related to redevelopment or renovation,
it is unlikely that demolition of these historical improvements will be prohibited.
Nevertheless, historical preservation groups and other related special interest groups may
attempt to block plans for demolition of the structures which could delay or add costs to
redevelopment plans for the Property.

Environmental Considerations

Recent Phase I environmental studies on the Property have uncovered several recognized
environmental conditions (REC's) associated with the Property. These REC’s ave the
focus of a Phase II study cwrrently underway on the Property. The Phase 1T Baseline
Environmental Assessment (BEA) report will detail the extent of these REC’s which will
allow for reasonable estimates of remediation costs. The REC’s in question include the

following:
®  Open leaking underground storage tank (UST) release adjacent to the subject Site located

at the corner of Woodward and State Fair
¥  Former location of maintenance / machine shop
¥ Open leaking UST release on subject Site
* 10,000 gailon fuel oil UST located at Coliseum

«6) Jongs LANG
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= Two existing 250 and 500 gallon diesel above ground storage tanks east of the Band
Shetl

» 2,000 gallon fuel oil USE located at Dodge Pavilion

»  Former fuel spill at Coliseum

®* Observations of pooled liquid with surface sheen located in midway area

Afler completion of the BEA, the purchaser would not be responsible under Act 451 Part 201

as amended, for cleanup of contaminants identified, provided that conditions are not
exacerbated. Exacerbation could include excavation, exposure, or transport of contaminated

materials,

'The preliminary findings of the Phase II analysis indicate that the cost associated with the
cleanup of the eight REC's and the lead based paint will be $350,000 and $660,000
respectively. In addition, the existing improvements on the Property contain asbestos and
lead paint that will need to be treated and mitigated prior to demolition, Estimated asbestos
abatement costs in between $450,000 and $500,000.

Current Sfructures, Leases, and Easements / Liens

In the summer of 2009, the Skanska construction company provided an estimate of
demolition costs for all of the site structures not inclusive of enviromnental clean — up costs
which must be performed prior to demolition. The demolition estimate for the Property
assumed a demolition timeline of seven months occurring in the fall of 2009. Skanska
estimated that the total cost for demolition was $3M. This figure also does not include
additional fees and administrative costs which the state estimates will amount (o
approximately $600,000, )

Current leases on the site of the Property include Joe Dumar’s Fieldhouse LLC., Next Shot
Golf, the Youth Connection, Detroit Equestrian Club, and Mill Coleman fundamentats. All of
these lenants have received eviction notices and should have vacated the Property by
September 30, 2009 with the exception of Joe Dumar’s Fieldhouse. The lease is currently in a
renewal year and the Fieldhouse manager is on record that they Intend to renew for another
five years, If this is true, the state will be required to pay the Ficldhouse LLC $3.4M in order
to prematwrely terminate the lease,

According to the fitle report, there are three easements on the Property which include the
following:

u  Right of way for public sewer

¢ Grand Haven and Milwaukee railway company

®  Grand trunk western railroad
" State of Michigan tax lien against Softball City (former tenant) in the amount of $28,943

Summary

Together, the historical designations and environmental considerations associated with the
Property pose a risk to future redevelopment. Special jnterest groups could attempt to block

Jongs Lane
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redevelopment plans that entall the demolition of the Fairground’s historical structures, while
environmental clean — up efforts for the Property could be prolonged or developers may be
averse to the risk of exacerbating the conditions during redevelopment. In addition to the
environmental and historical considerations of the Property, there are a few constraints to
development that will need to be factored into & potential disposition price for the Property.
Specifically, the demolition costs, environmental cleanup, and the lease termination fee
for the Fieldhouse LLC could deduct nearly $8M from the value of & poiential
disposition of the Property,
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Section il
Economic and
Demographic Context

U.S. Economic Highlights

Jones Lang LaSalle reviewed economic and demographic data to distill the effects of national
and demographic trends on the development potential for the Property. The key indicators
discussed below include Gross Domestic Product and wnemployment for the entire U.S.
These indicators provide the most concise summary of the economy and are most useful for
deterinining The Property’s highest and best use and ultimate disposition siralegy.

Gross Domestic Product (GDP)

The preliminary release of 1st quarter of 2009, GDP showed the U.S. economy conteacted by
5.7%, up from the -6.1% in the advance estimate. GDP got a boost fiom a lower than
originally estimated reduction in inventories and from higher exports. Despite the upward
revision to inventories, they remain very low, suggesting that businesses are slashing
inventories in the face of reduced demand from consumers. The U.S. economy is likely to
conlract by 3% this year with over 1% growth in 2010. Recent economic data suggests that
the housing market may be nearing the bottom and will eventually stop sublracting from
GDP growth.

When compared to other major world economies, the decline in GDP for the U.S. in the 1st
guarter of 2009 has nol been dramatic. The Eurozone, Japan, and the UK. all exceeded the
decline exhibited by the U.S, with economic stowdown leading to a double digit decline in
Fapan's GDP.
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Unemployment

Job losses remain high but the pace of losses is slowing, This recession is on track to post the
worst job losses since World War II. Between seven and eight million jobs are expected to be
lost during this recession. Furthermore, Global Insight research estimates that it will take
until 2013 for the job losses lost during this recession to reverse.

In May, there were 345,000 jobs lost in the U.S. which is down from the 600,000 -- 700,000
job losses per month seen from November 2008 — March 2009. The unemployment rate
currently stands at 9.4% or 390 basis points higher than one year ago. Job losses are expected
to total eight million peak to trough and the unemployment rate is expected to hit 10% by
early 2010. Due to the weak job market, consumer spending will be constrained through
2011, The table below

itlustrates the percent change Tralling 24 Mo. Unemployinent
in job losses from peak 1o
frough in past recessions, As | '980%y— B '
. 9.50% X&—Q
the graph illustrates, the 8.50% ya
current recession is exhibiting 7.60% e
s 6.50% gt
more drastic job losses than & 505 e
N g Y
the [948 — 1940 yecession. The 350 Jpmet=t e Y
average length of official | 380% v T
.o T ST TG S Y S S N N G N Y
< £ AT I " " Q7 o L y L
unemployment mcleaﬂed- to &6‘ S PO Q\& S o g Q‘Q &S
24,5 weeks, the longest since ¥ A A o T Y

government  began  tracking
this data in [948. The number of long-term unemployed (i.e., for 27 weeks or more) has now
jumped to 4.4 million, an all-time high, In past recessions, the unemployment rate has been
viewed as a lagging indicator; however, unemployment has doubled to 9.5% from 4.8% in
only 16 months, a rate so fast that it may influence future economic behavior and outlook
such as permanently shifting patterns in consumer spending to reflect a more conservative
stance on purchases of discretionary items,

% Change In Joh Losses from Peak to Trough In Past Recessions
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Detroit Economic Highlights

Overview

The demographic and economic trends for a region are critical drivers In determining the
potential product mix — and thus the value for any parcel; especially one the size and
complexity of the Property. For example, population trends help establish a demand base
while age and income statistics identify the types of retail and residential products which will
be most cmbraced by the marketplace. Additionally, the local employment market and
education level achieved by the population are indicative of relative economic strength and
anderlying risk to prospective developersfinvestors.

Marlet Area Definition

For the purposes of our analysis, we have studied the market dynamics of the Detroit MSA
which includes the cities of Detroit, Wawen, Livonia, Deatborn, Troy, Farmington Hills,
Southfield, Pontiac, Taylor, and Novi. A map of the Detroit MSA and the component cities
and counties is pictures below,
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Population

Population trends in Detroit have been largely flat for the better part of a decade and are
expected to lag national trends through 2015, Despite these relatively pessimistic population
growth projections, there is a silver lining that provides promise of population growth over
the long term. While Detroit’s unemployment rate has hovered around 7% and most recently
skyrocketed to 12% (see charts below), the population growth rate has remained relatively
fiat and stable which suggests that many Detroit workers are choosing to stay in the area after
accepting severance packages or early retirement. At this time, it is unclear if this trend will
persist, however, given the high unemployment rates seen nationwide, it is tkely that the
population will remain stable. If unemployment begins to fall and job prospects improve in
cities other than Detroit, the risk of more dramatic population loss may become more acute.

Employment

Detroit’s unemployment rate has exceeded
national averages for several years due to
the continued contraction of the auto
industry. Recent economic turmoil has
resulted in a proportionatly targe share of
job losses for the region with Detroit's
unemployment rate currently more than 12%
compared to 9.5% for the nation. Note that
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this figure does not include those who have:

" Given up their job search as a result of prolonged unemployment

e Taken uapaid leaves of absence
v Agreed to work part time instead of full time
*  Taken jabs for which they are overqualified

The unemployment rate is expected to continue (o increase throughout the remainder of 2009
and into 2010 until it begins to decline slightly in 2011. Projecting into the future the
unemployment rate is expected (o exceed the national average by roughly three percent

through 2012,

The chart below illustrates projected job
growth from 2009 to 2013 for the largest
meftropolitan areas in the U.S. As the chart
illustrates, projected job growth for Detroit is
expecled to lag behind competitive cities in
the country. These pessimistic projections for
Detroit are largely the result of anticipated
additional job cuts for the major auto
manufactures in Detroit, As part of their
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restructuring plans, General Motors, Ford, and Chrysler plan to cut approximately 30,000
blue and white collar jobs by the end of 2012, More concerning, the buyout and severance
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packages offered by GM for furloughed employees are expected to be much leaner than
during previous staff reductions.

The tables and charts below illustrate the 20 largest employers in the Detroit MSA as well as
employment by sector. As the graphics illustrate, Detroit remains heavily reliant on the auto
sector for the majority of jobs in the area. Secondary employment sectors include healthcare
and public service. These sectors have served as a stabilizer in the face of the decline in
manufacturing and have grown by a modest .3% for year to date 2009, According to a recent
Crain’s Detroit article dated August 5, 2009, employer's access to capital needs to improve in
order for the employment prospects of the region to change, Many small businesses are in
survival mode and are unable to obtain the financing they need to grow their businesses,

[eice
Delroit Employment by Sector H R ;
Egg;’;g;?ﬂm Censtruclion 2.7% 55%
o ) KManufacturing 11.8% 10.1%

Transportation f Uilies 5.5% 1%
Wholesala Trade 4.3% 4.4%
Relail Trads 9.2% 1.3%
Information 1.3% 2%
Financlal Activities 46% 6%
Profand Business Sendces 15.1% 13.4%
Educatien and Health Sendces  15.7% 133%
Lelsure end Hospltality 10.1% 9.8%
Senices
Olher Senvicas 4.5% 4%
Gavemment 14.3% 16.1%

Ford Molor Company 55,342 Aule Stale of Michigan 1,477 Public

GM 41,861 Auto Detroit Madical 11,003 Healthcare
Cenler

Chrysler 32,697 Atlo Oakwoed 7518 Healthcare
Healihcare

Dalrolt Public Schaols 7,320 Public DTE Energy 7,188 Energy I UtRibes

Untveisity of Michigan 16832 Education BCBS 7.000 Healthcare

Unbversity of Michigan 16,551 Healthears EDS 6,711 Software

Healih System

U.S. Postal Senvice 15,385 Pubkic Comerica 6,169

Federal Government 16,328 Public Wayne State 5,046 Public

Henry Ford Health 16,139 Heallheare Wayne County 4,565 Public

System

St John Health 14,286 Healtheara Visleon Corp 4,497 Auto Supply

Cily of Debroit 13,762 Public Johnson Conlrols 4,205 Auto Supply

Trinity Heallh 13012 Healtheare Quicken Loans 3823 Finangial

Beaumont Hospitals 12,638 Heallhcare
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Ihcome

The table below iliustrates the median
household income for the Detroit MSA
in comparison to the U.S. Median
household income (MHHI), The MHHI
for the area has exceeded national
averages by roughly $7,000, but census
estimates indicate that gap will narrow
in five years to less than $6,000. To add
context, the MSA with highest median
household income in the nation is San

Jose with an income of $80,638 per
family, Per Capita income for Delroit
has also exceeded national averages by
roughly $3,000 — this trend is expected
to remain steady through 2014,

Due to the decline of the auto industry,
personal income growth is expected to
lag national averages until at least
2013 when the declines in the auto
sectors arc expected to stabilize.

Education Rates

2014
2009

§62,744 $56,936
$61,752 $64710
§ $42,164

2014 $31,205 §284%4
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2000 §24 590 §21.587
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The chart below itlustrates the education rates for the Detroit MSA relative to the nation. As
the chart shows, most levels of education attainment reflect national trends, Due to the large
manufacturing presence in the avea, Detroit is home to a relatively dense population of
engineers. According the U.S. census, Detroit has the highest number of engineers per capita
in the country, trailed by San Francisco and Raleigh. This could serve as an asset for the area
as new industries and small businesses sprout up to compensate for the decline in the auto

industry.
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Local Market Economic Highlights

Overview

The demographic and economic trends for a reglon are critical drivers in determining the
potential product mix — and thus the highest and best use for any parcel; especially one the
size and complexity of the Property. For example, population trends help establish a demand
base while age and income statistics identify the types of refail and residentiat products which
will be most embraced by the marketplace. Additionally, the local employment market and
education level achieved by the population are indicative of relative economic strength and
underlying risk to prospective developers/invesiors,

Marlket Area Definition

To provide a more detailed analysis of the area immediately surrounding the Property, we
have defined the Local Market Area (EMA) as the two and a half mile radivs around the
Property. The map below illustrates the boundaries of this area.
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Population

Within the Local Market Area, population is expected to decrease from 117,553 to 113,415
between 2009 and 2014, a reduction rate of 3.5%. This follows a decline of roughly 8% or
approximately 10,000 people from 2000 to 2009, This compares to the Detroit MSA
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population that is expected to remain unchanged from 2009 o 2014, The decline in
population is definitely a cause for concern for potential reuses of the Property as new
commercial development would likely draw from the surrounding population. This fact
makes it overwhelmingly important to create a source of employment in the redevelopment
for the Property that will encourage residents to remain in the area.

LMA POPULATION TRENDS

2014 Projection
065,8 5,057,085 5,062,616
LMA 127,789 117,533 113,415

Detroit MSA vs. LMA Poputation Change

10% / :
5% ]
@ Datroit
0%
LMA

-5%

N\

. -

2000 - 2009 2009 - 2014

~10%

Employment

The table below illustrates the Local Market Area's employment by sector relative to the
Detroit MSA. The key observation from this table is the LMA’s heavier reliance on
manufacturing than the Detroit MSA which may make it more susceptible to job losses in
that sector. On a more positive note, the LMA has a relatively high concentration of
employment in the service industries including health services which has proven more
resilient in the face of the recent economic downturn,

Gonstruction 3.6% 2.7%
Manufacturing 137% 11.9%
Transportation  Utilitias 4.8% 5.5%
Wholasale Trade 27% 4.3%
Retall Trade 10.6% 9.2%
Informatlon 27% 1.8%
Financlal Activities 6.2% 4.6%
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Prof and Business Services
Educatlon and Health Services
Lelsure and Hospltality Services
Other Services

Government

Income

50%

5.5%

15.1%
157%
10.1%
4.5%

14.3%

The table and chast below compare median household income and per capila income between
the LMA and Detroit MSA. As of 2009, the median household income for the LMA is
approximately 26% lower than the Detroit MSA. The U.S. Census expects the gap in median
houschold income between the LMA and the Detroit MSA to shrink down to 21% by 2014
due primarily to an increase in income within the LMA,

LMA Detroit

LMA Petroit
2014 $49,281 | 362,744 || 00
$£4,000
2009 $45447 ) 961,762 I ssqom
2000 $36,337 | s40.840 || S

$10,000
s b

Median Household Income EMA vs, Delrolt

QLuA
8 batroli|

2014 $22.874 | $31,205
2009 §22,252 1 $30,165
2000 $18,120 | $24,590

Education Rates

The table below illustrates the education rates
for LMA vs. the Detroit MSA. These figures
represent & greater propottion of Delroit MSA
population carries an  undergraduate  or
graduate degree. The LMA education rates
demonstrate a higher percentage of population
with only a high school diploma or some
college experience bul no degree. These
figires help to explain the lower income
figures that characterize the LMA with lower
education rates usually correlated to lower
paying jobs.

Lacal Markel Area Education Rates  Datioy
LI
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Section IV
Real Estate Markets
Context

intraduction

In order to ussess the appropriate supply, demand, and performance of various real
estate uses in the Detroit MSA, Jones Lang LaSalle reviewed the market for office,
retail, industrial (warchouse), for-rent multi-family residential, In addition, Jones
Lang LaSalle also evaluated the market for various special use types such as film
studios, agricultwral, edacational, and sports stadiums.,

Summary

Office: The office property climate usually reflects the employment landscape in
any given city, Markets with high unemployment naturally have weak office
property fundamentals as there is less demand for office space, Due to the Detroit
unemployment rate, which is one of the highest in the country, office market
fundamentals in the Metro area are very weak.,

Industrial (Warehouse / Distribution): The primary drivers of warehouse and
distribution property demand in Detroit are manufacturing activity and retail trade
/ consumer spending. Not surprisingly, as the auto industry has slowed, demand
for distribution space has weaned which has hurt industrial property fundamentals.
In addition, declines in consumer spending have slowed retail trade, forcing
retailers to cut inventories before they place orders for merchandise, thercby
dampening the need for warehouse and distribution space.

Retail: The broader retall market has been decimated by declines in consumer
spending — especially for non — essential apparel and high end retailers such as
Macy's, Nordstroms, and Saks Fifth Avenue. Neighborhood and grocery anchored
retail centers have faired better in the current economy as consumer demand for
groceries has remained steady or even increased with honseholds cutting down on
meals at restaurants,

Apartment: Compared to other Property markets, the apartment markel has faired
very well with relatively steady vacancy and rental rates. While banks have made
it much more difficult to obtain home mortgages, many would be buyers in years
past are re ~ leasing their current apartments. At the same time, many previous
homeowners who have foreclosed on their homes, are now turning to apartments
for housing needs, While these factors are helping fuel demand, their effect on
rental and vacancy rates has been somewhat muted by the so — called “shadow”
rental market which consists of condo and home owners renting their residences
due to their inability to meet mortgage payments. The shadow markel is

(0 Jones LanG
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accounting for a much greater supply of rental housing than in years past —
therefore counteracting the effects of increases in demand on rents and vacancy
figures.

Film Studios: The motion picture industry has remained relatively viable amid the
downturn in the economy. As of the end of 2008, the Domestic box office
continued to grow, reaching $9.79 biltion after a 1.7% gain while worldwide box
office reached another all-time high in 2008 at $28.1 billion, an increase of 5.2%
over 2007. In 2008, Michigan passed one of the most lucrative film incentive laws
in the country in an effort to Iure film producers to the state. The incentive has
helped spark a flood of interest in filming in the state as evidenced by two large
film studio development projects that are proposed for Allen Park and Pontiac.
While the film industiy appears to be gaining strength in the State, the future pace
of growth remains uncertain. It is unclear how long the state of Michigan can
afford to subsidize such laige scale film studio projects while at the same time,
many other states municipalities and states such as Toronto, Louisiana, and
Massachuselts are subsidizing large scale film studio projects of their own.

Sports Stadium: The Detroit Red Wings hockey team has snnounced their
intentions to relocate from Joe Louis Arena in Detroit. The team is currently
hegotiating a short term lease for the arena that will provide ample time to design,
finance, and build a new stadium for the team. According to a Detroit Crain’s
article dated June 29, 2009, the team is rumored to favor a site that they own in
downtown Detroil adjacent to the Fox theatre, Unfortunately, most of these new
stadiums are built with financial assistance from public sources such as the state or
local municipality. Due to the current financial situation of Detroit and Michigan,
it is highly unlikely that such funds will be provided any time in the near future.
As a result, the team will likely continue to negotiate short term lease extensions
for Joe Louis Arena until such public funds are made available,

Education / Entertainment: Due to the historical use of the Property as a venue
for public enjoyment and education, several stakeholders and special interest
groups have proposed that the site continue to scrve these purposes, The Inter —
County Citizens Achieving Regional Excellence (ECARE) is one such stakeholder
that has been particularly involved in proposing such uses for the Property, In the
past, ICARE has proposed that the Property be redeveloped into a targe
recreational park including softball fields, a water park, tennis courts, and walking
paths. This proposal failed to garner interest in the state government as the
employment figures would be too small given the amount of investment required
from the state. More recently, ICARE has proposed the development of an
agriculture education facility that would partner with Michigan State University to
create an urban farm on the site and educate high school students on the farming
and agriculture industry, Urban farming is growing in popularity in the city of
Detroit, as more properties are abandoned and residents struggle with the lack of
grocery stores within the city limits, Recently, Hantz farms of Southfield, MI put
forth a sophisticated proposal to transform many of Detroit’s vacant properties into
urban farms. The first phase is proposed for a vacant 70 acre parcel on Detroit's

{
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lower east side. In addition to producing food, the farms are expected to harvest
wind energy and utilize geothermal heat and biomass fuel from recycling compost.

U.S. Cutlook

Real estate demand is very weak. All property types saw negative net absorption
during the quarter along with declining rental rates dwing the first quarter.
Delinguency rates among commetrcial mortgage backed securities (CMBS) are tising
as properly values are falling and re-financing options are very limited. New supply
has mostly stopped but pipeline projects along with weak demand is severely hurting
market fundamentals. Weakness is expected to continue into 2010,

Capital Markets

n  There has been no new CMBS issuance in the U.S, since June 2008. This severely
limits the number of loans that banks can make for commercial real estate since
there currently is not a secondary market for securities that are collateralized with
commercial real estate assets.

u  The Term Asset Backed Securities Loan Facility (TALF) program was expanded
to include legacy CMBS in hopes of renewing the securitization market and
stimdate cornmercial real estate lending again.

s CMBS Delinquency Rates are rising due to falling values and lack of refinancing
options. Delinquent loans ave transferred to special servicers, who can foreclose or
extend/modify loans.

v Life Insurance loans are still performing well, although some stress is expected,

Troubled Assets
o Cuwrrent distressed asset total is at
$108B nationwide U.S. Distressed Assets by Properly Type
o Retail led all sectors with 3318 in P e —
distress

Volume of troubled commercial
properties grew by 122% in the
first half of 2009

&  June '09 saw partticularly heavy [
($13B) addition of troubled assets " Reta! | Office  lodusilal  Hotel  Apartment

$ Biltions

— indicating that the pace of 130% |

distressed assets is increasing £ 20
. ¢ 10.0%
n  Hotels and retail are the é §
. . 5 §0%
leading the distressed asset 5 |
categories LR
» More than half of all § 2en{.
commercial mortgages °© 0o% T A e
i - E8&28E EeEEEE gggss
defaulting this year serve as SEEUREBRHURERREREERR
- . ig 1 — ,%li.ﬁfllf;-ki?hgbﬁ\c%gaﬁg&!Aii.‘w;w.k-lllﬂ'ks
collateral for CMBS, Thisisa = Py Ran ol Ll
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significant increase since year end when CMBS accounted for only 30%. This is

because the distress

associated with failed development

projects

Was

proportionately greater than it is today, Construction loans for development projects
are not usually tied to CMBS,

U.S. Monthly Addlitions to Distressed Assets

2%

§ Billion

PP PR PIPP PP RL LS LS
D0 o @ P i iy &
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National Office Trends

National office trends are strongly correlated to the strength of the employment market
50 it is no surprise that office property fundamentals are in an aggressive nose dive

across the country. The
vacancy rate ended the
second quacter at a 16.6%,
an increase of 180 basis
poinis since the start of the
year, Effeclive rental rates,
which  usnally are a
lagging indicator, have
finally begun to register

declines as landlords make
concessions to stem their
losses on vacant space.
The average effective
rental rate for Class A
space has declined [6% for
all classes of space since
2008, Sales activity for
office product has become
non-existent for a few
reasons. First and

.S, Office Vacancy Rate
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foremost, many welt capitalized buyers are waiting on sidelines waiting for a wave of
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foreclosures and distressed sales to come to the markel. As stated in the troubled assets
section above, hundreds of billions of doliars worth of commercial real estate loans are
expected to mature in 2009 and 2010 with many of these debtors needing to refinance.
Previous major sources of financing including CMBS, Wall Street, and international
banks have only financed 2% of re-financing’s this year, With the labor market
expected to bottom out in mid - 2010, office fundamentals may begin to recover in
early 2011, Many analysts believe that the national vacancy rate at thal time could
peak at 20%, however the pace of this recovery will mirror the recovery in jobs which
most economists expect will be slow.

National Industrial Trends

The industrial / warchouse sector is comprised of a diverse set of property types
including warchouse / distribution, research and development (flex), and heavy
industrial (manuofacturing). In the past, this sector has benefited from the diversity,
posting relatively minor swings in vacancy rales during previous economic dowsturns,

Over the past several years, U.S. Industrial Vacancy Rale
however, a large number of
warehouse  /  distribution | %% T A
properties have been added o | *00% P
this sector which has made jt | %% TR
more susceptible to declines in | 800% [———————=—
global trade, 7.00%
5.00% T T T T T T T T
The vacancy rate for industrial Q207 Q3+ 07 O1-07 CH-08 Q2-08 O3-08 Qf-08 Qi -09 02-09

space has recently soared to its
largest quarterty increase on record — increasing by 120 basis poinis to 10.7%. This
rate reflects a vacancy rate of 12.1% for warehouse / distribution, 13,3% for R&D, and
8% for industrial. At the end

of the second quarter, average U.S. industrial Price Per Square Foot
asking rental rates were $5.40 *

per square foot which reflects a O —
a decline of 4.7% from 2008. a 70 ?@—’w—k ¢

The quarter also posted asteep | & *°

22% decline in effective rental 403 ::

rates  indicating a  strong %S 30

tenants market with landlords B0

providing generous subsidies s

and extended periods of free ﬁ O e 2006 2000 2008 2000
rent.
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National Apartment Trends

Despite some weakness, apartments will register the healthiest fundamentals among

major commercial property
sectors, The fundamentals of
the market have been aided | 0%

U.8. Apariment Vacancy Rate

by a contraction in home [ %% - p——

financing for banks which no i: T i ' ’

longer  offer  flexible | o4

financing options to home | o% - ’ : : . . . .
2000 2001 2003 2004 2005 2008 2007 2008 2009

buyers. Despite increases in
Aunemployment,  apartment
vacancies are holding steady due primarily to lack of available home financing for
potential buyers. On the flip side, many home sellers are being forced to rent thehr
homes which is creating greater competition from this so called “shadow rental”
market. In general, the national apartment vacancy rate is forecasted to increase 1% to
1.7% by year end 2009 due primarily to increases in unemployment and competition
from shadow rentals. Average effective rental sates will remain steady in 2009, but this
trend will vary greatly by metro area with depressed housing markets experiencing
severe negative declines in rent,

National Retall Trends

The retail sector’s most important economic indicator is consumer spending which is
usually correlated to consumer confidence. In February of 2009, the consumer
confidence index reached 25.3 - its lowest point since the index was created in 1967,
Since then, the rating has risen to 49.3 but it is yet to be seen if consumer spending
follows in a consislent manner. As of data reported by the U.S. commerce depastment
Augast 10, 2009 consumer spending declined by .1% in June after remaining fiat in
May (adjusted for inflation), This largely reflects a consumer sentiment that the
econamy Is bottoming out, but continued increases in unemployment and declines in
personal income are hampering a corresponding revival of spending.

Like the industrial sector, the retail sector has many sub — sectors that have performed
variably in the current economic downtown. In general, thete are thiee types of retail
properties, malls, neighborhood strip centers, and stand alone big box. How a retail
property is performing is heavily dependent on the type of tenants located in the
propetty and (rade area in which the property is operating. Properties with recession
resistant (enants such as discount retailers, grocery stores, and pharmacies are
petforming relatively well in the face of severe unemployment and pervasive declines
in consumer spending,

Overall, the vacancy rate for the retail sector has increased by over .5% since 2008 and
currently stands at 10.17% while average asking rents have declined nearly 2% year
aver year to $18 per square foot.

((0) JoNEs LANG
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Traditional malls are experiencing their highest vacancy rate in over a decade as they
struggle fo cope with bankrupicies and closures of anchor tenants such as Circuit City,
Linen’s and Things, and Mervyn’s. High end mall anchors such as Nordstrom’s, Saks,
and Neiman Marcus are also experiencing severe declines in sales which is negatively
affecting neighboring tenants within the malls,

Neighborhood strip centers are experiencing refatively modest increases in vacancy as
these properties tend to be anchored by more recession resistast tenants such as
pharmacies and grocery stores. The strip center can also benefit if it carries a discount
retailer such as TF Max or Marshatl's

Finally, the performance of traditional big box stores is entirely dependent on the type
of tenant. Discount big box retailers such as Wal — Mart, Costco, Home Depot, Sam’s
Club, and Taiget are all performing relatively well in the face of the economic decline
- although not well enough to merit an aggressive new store campaign.

The table below illustrates the percent change in sales year over year from 2008 to
2009 for each major retail sector. As the table shows, the following retail tenants have
proved to be relatively insulated from the recessionary downturn:

*  Food and Beverage Stores

v Grocery Stores

= Health and Personal Care Stores

o (eneral Merchandise Stores

®  Food Services and Drinking Places

B Sporting Goods and Hobby Stores

YEAR-TO-DATE SALES ENDING HARCH 2008 W93 % CHANGE (£2/09)
Alf Stores 1,474,582 68,116 +10.1
Motor Vehlete and Pares Dedlers 215,263 165,215 232
Gasaline Stations 115984 76,454 34
Food and Beverage Stores 140,889 140.814 0.1
Grotery Stores 127,637 137,060 03
Health and Personal Care Stores 61,076 62,359 22
Building Material and Gaeden Equipment Stores 69,392 £33 B1X
Guengral Merchandise Stores 134,188 131847 03
Department Stores {excluding leazed departments) 43,840 40,277 Bk
Clothing and Atcesteries Stores 18,706 45,569 64
Furpiture, Herne Furnihings, Blectronics and Appliance Stores 53,194 47,559 -9.7
Furcliure and Home Furaishing Stores 2816 2094 BEX
Electronics and Applance Stores 6.5 24895 55
Sporting Goods, Hobby. Book and Music Stores 1972 19,367 18
Miteelisnrous Store Retaders 502 6010 54
Nonstors Retailers 79616 75840 47
Fouad Services and Dirinking Places 109,083 FEL29Y 20

Souwre R Certt Surra Al et wn taprned o mtdere o US dofay sd we reesenrmearp adann )
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Betroit Outlook

Introduction

For the purposes of this study, the Detroit market is defined as Lapeer, Livingston,
Macomb, Montoe, Oakland, Saint Clair, and Wayne Counties.

Detroit Troubled Assets

The Detroit market, with 103 troubled assets valued at $2.6B is ranked 2nd overall
among U.S. markets in distress as a percentage of total property investment volwme,
There are a total of 103 :

properties  in - Detroit
metro that fall in the
category of  distress.
These include properties
where the owner has
gone into bankmptey, or
where the property has
gone inlo receivership due to loan default. The chart above summarizes the distressed
property activity in Detroit,

The map to the right illustrates

the relative volume of C

distressed properties d

throughout the Detroit Metro .

area — categorized by product ' {

type. As the map shows, the o . 0 .
core of the Detroit central t"*@ . L .

business districl comprises the
largest share of distressed
assets in the metro area with a
scattering of distressed hotel . ¢
and retail assets on the fringe :

of the metro area. Oakland | :
County appears to  have oo
relatively few distressed assets s
relative  to the  other

surrownding counties,
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Detroit Office

The Detroit office market has faired similatly to other property markets in the face of

the cwrent downturn. The

traditional  key  performance Detroit Office Vacancy
indicators for the market all [** —
point to decline in the basic |** — " wemt
fundamentals of office | #* Pt =
properties.  Declining  rents, |** //‘*’/
rising vacancies, and negative | ¥
absorption all reflect the troubles | *™*
194

in the office market that have

2007 3007 4Q07 10W Q%8 30TE 4408 10% 2049

largely been «driven by high

utemiployment and the
shuttering or consolidation of

Defrolt Olfice Asking Rents

businesses. The average rental |

rate  for Detroit Metro has |«

decreased to $22 per square foot |

i [-o - imss i

——m— ry ___{ 8Ty @

down from roughly $22.50 per |,

square foot at the end of the ficst [

quarter of 2009. Average rental ['ss

rates for Class A and B space are

WU 0 YF Q% 0 MW On KW W

$23.74 and $18.47 per square
foot respectively. Reflecting the acute

weakuess of the downtown market, average

rental rates for the central business district are $18.26 per square foot and $19.76 in the
suburbs, For the 2nd quarter of 2009, the metro Detroit office vacancy rate climbed
4% 10 24.3% The vacancy rates in the central business district are especially high at
nearly 30% - the highest vacancy rate for any CBD in the country. The property clock
illustrated below is used to plot the general direction of the market in all metro areas
tracked by Jones Lang LaSalle. As the clock demonsirates, Detroit is currently

categorized as a
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Detroit Industrial

The industrial market in Detroit has been decimated by the decline in global trade and
auto industry amid the recession of the past two yea:s. Detroit’s vacancy rate has
skyrocketed to levels above 20%
which makes it one of the highest

urren

vacancy rates among all metro areas [Manufacturing 12.40% $4.50
across the U.S. Detroit's industrial |Warehouse 24.60% $4.48
market has been particularly havd hit R&D 25.60% $7.73
by GM's elimination of four brands

and nearly 25% reduction in Deteolt Industriat Vacancy Rate

production facility space. These new | 2% - <

vacancies have been somewhal off - 2% ¥ £ —

set by battery maker A123's 291,000 | = P | It
square foot lease in Livonia., The [ &’;;, R —*

need for industrial space is largely | &+

diiven by retail trade and 5 ,9& o s- é’@‘g’ @Gr& & %5 5"

manufacturing  activity which s

fueled by consumer spending. As the vacancy rate charl above indicates, these metrics
are not expected to improve until inid 2010 — at which point the industrial vacancy rate
will have peaked at 25%. It will take several years for this excess supply to be
absorbed by the market which will likely result in a decline in effective rental rates and
an erosion of net operating income for industrial developers and Jandlords.

The table below presents the industrinl market forecast for the next 24 months,
According to Torto Wheaton Research, the vacancy rate for the Detroit area is
expecled to climb to approximately 37% - representing an increase of 3.9%. During
this time, absorption will also be negative at -302,000 square feet which represents
nearly 24% of the 12,418,000 square feet of negative absorption expected for metro
Detroit.
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Detrolt Retail

Population, personal income, and most
importantly, total employment ate the key
metrics that drive refail demand, Not
surprisingly, the weakness of these metrics
in Detroit is causing turmoil within the retail
properly macket in the area. Vacancy rates
have soared to nealy 20% as tenants
struggle to pay rent amid declines in sales,
Meanwhile, landlords have been unwilling
to commit to any extended rent concessions,
believing instead that a turnaround is
looming which will allow them to maintain
rent levels at or near their current rates, On
the bright side, deliveries of new retail space
will remain suppressed with only a few
hundred thousand square feet of retail
planned for Detroit between 2010 and 2014,
This should work to limit competition for
existing retail centers and will provide an
opportunity (o regain losses in vacancy over
time.

25% 1

Dalroit Retall Vacancy Rata

15%

',..—«-0’—'*"4—4“‘-*—-—0/'

10%

6% 1

T

2004 2002

2003 2004 2005 2006 2007

2006 2009 2010 201§ 2012

$2200
$21.00
$20.00
$19.00
$18.00
$17.00
$16.00
$1500
$14.00
$13.00
$1200

Detroit Retall Rental Rale

2008 2002

T T

2007 2008 2009 2010 2011

2003 2004 20035 2006

The decline of the retail market in the Detroit metro is especially acute within the city
limits of Detroit. The City’s relail market, or lack thereof, was recently profiled in a
Wall Street Journal Article on June 17, 2009 entitled “Retailers Head for Exits in
Detroit”. In the article, it was noted that there are no national chain grocery stores
within the city limits. A 2007 study found that more than half of Detroit residents had
to travel twice as far to reach a grocery store than a fast food outlel or convenience
store. Nevertheless, a few small chain groceries are expanding within the City
including ALDI, and Family Dollar. The article also points to the large crowds that
come to the City’s farmer’s markels as proof that there is still a demand for food in the

City of Detroit.
Datrolt Retall Seles Growth
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Detroit Residential

The multi — family market in Detroit Apartment Effctive Rent Growth (2008 vs. 2000)
varies greatly depending on the sub -

~ market, but in general, apartment R

fundamentals have been buoyed by |*** 77N

minimal construction activity and | v - AN

weakness in the housing markel. | o / \\
Foreclosures and falling home prices | .. S / ‘

are either forcing the population into oo ~d '“\\“
a rental situation or giving little ws wes | wor s am
reason for potential home buyers to

f:ommlt {o a mortgage, The unc:ertam Apartment Supply and Demand

job market at many employers in the

area is also fueling greater demand L‘;‘:‘ T T

for apartments. On the supply side, 2ot 0
few apartment developments can | § seo= iop fa Conpites
command  rents to justify | Foo. M§
construction  costs, limiting  the gem =0

potential competitive threat from sy 100

new umits, Within Detroit mebro, seon - EA..;.. il B,

multi — family properties will remain 2005 2005 2007 2008 2009

in high demand in Ann Arbor due to
the consistent renter base provided by the University of Michigan. Other strong
markets include Wayne County where tenants have few housing allernatives.

Detroit Solar

Most economists link electricity consumption directly with economic growth. Analysts
at the U.S. Department of Energy (DOE) project that the U.S. Gross Domestic Product
will grow at an average annual rate of 2.9% per year throngh 2030. At the same time,
electricity consumption is expected to grow .8% per year. Accordingly, electric power
consumption and the accompanying infrastructure to produce and deliver electricity,
will be about 43% greater in 2030 than it is today.

In Michigan, encrgy consumption has increased at an annual rate of 1.8% from {980
through 2005. This lags the U.S. consumption growth rate over the same time period
by roughly 4% and places it in the bottom half of consumption growth for all 50
states.

Traditional fossil fuel power sources such as coal and natural gas currently provide the
cheapest source of electric power. However, with concerns over damage to.the
enviromment due to fossil fuel use, many states have established strong Renewable
Energy Portfolio Standards (RPS) that come with steep financial penalties for not
meeting the standard, With renewable energy typically costing $.20 to $.30 greater
than coal per kilowatt hour, these standards are required in order to create a financial
incentive for utility providers to supply energy through renewable means. The
following summarizes how RPS have been successfully implemented in other states.
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Colorado: In 2004, despite stiff opposition by utilities, voters there approved a batlot
measure to require large utilities to generate 10 percent of their power from “green”
sources by 2015. Now the state has doubled the standard to 20 percent by 2020, and 10
percent for smatler utilities. Xcel Energy, which now supports the measure, expects to
hit the goal five years early.

New Mexlco: In 2004 it adopted a 10-percent standard by 201 1. But three years later it
doubled that to 20 percent by 2020 for large utilitics and 10 percent by 2010 for
clectric co-ops or private, independent electric utilities, That, in turn, has attracted
major solar manufacturers that have invested millions and employed thousands in the
process.

Texas: The state set a target in 2005 of producing 10,000 megawatts of wind power by
2025. Today, it is within a hair of reaching that goal. In 2007 atone, 1llinois and Maine
switched from a voluntary to a mandatory system while Delaware doubled its
standard. Connecticut, Maryland, and Minnesota, furthermore, increased their
percentages, The same year, North Carolina became the first southeastern state to have
a renewable standard, all according to the Center for American Progress,

In October, 2008, Michigan passed the state's first Renewable Portfolio Standard
which mandates 10 percent of the state's energy come from renewable sources by
2015, and provides regulatory reform that protects Michigan ratepayers and allows
utility companies to build new electricity generation in Michigan, The state’s two
targest investor-owned utilities -- Detroit Edison and Consumers Energy -- have
additional obligations beyond those of other utilities. The compliance period for the
standard begins in 2012. Each utility has a unique annual obligation based on its
existing renewable energy portfolio, the amount of energy that would be required to
meet the ultimate 10% target during a compliance year, and the applicable percentage
obligation for that year. The annual benchimarks are as follows:

®  20% of total 2015 obligation in 2012
*  33% of total 2015 obligation in 2013
= 50% of total 2015 obligation in 2014
v {100% of total obligation in 2015

In addition to the percentage-based energy requirements, a utility with more than 1
million retail customers as of January I, 2008, (i.c., Consumers Energy) must meet a
renewable energy capacity standard of 200 MW by December 31, 2013, and 500 MW
by December 31, 2015. A wtility with more than 2 million retail customers as of
January 1, 2008, (i.e., Detroil Edison) must meet a renewable energy capacity standard
of 300 MW by December 31, 2013, and 600 MW by December 31, 2015. Energy
production from these new renewable energy facilities can be counted towards the
percentage-based component of the standard,

The standard also contains a series of bonus credits, termed Michigan incentive
renewable energy credits, for each megawatt-hour (MWh) of electricily generated by
certain types of systems. These credits act in addition fo the single credit that a facility
receives for producing | MWh of electricity from a qualified resource. Thus it is
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possibie to earn multiple credit bonuses on a single MWh of electricity generation.
The bonuses are described below,

v Electricity produced using solar power receives an additional 2 credits per MWh.

» Renewable electricity produced at penk demand times by techuologies other than
wind receives an additional 1/5 credit per MWh.

e Off-peak rencwable electricity generation stored using advanced eleciric storage
technology or hydroelectric pumped storage and used during peak demand times
receives an additional 1/5 credit per MWh. The credit is calculated based on the
initial amount of electricity used to charge the storage device, not the amount that
is discharged,

®  Rencwable electricity produced using equipment manufactured within the state of
Michigan receives an additional /10 credit per MWh. This add-on is only
available for three years after the in-service date of the facility.

u Renewable electricity produced using a system which was constructed using an in-
state workforce receives aun additional 1/10 credit per MWh. This add-on is only
available for three years after the in-service date of the facility

In terms of renewable energy production potential, wind energy is generally believed
to be a more prevalent renewable resource in Michigan than Solar. Studies show that
the state has the potential to generate more than 16,000 megawatts of electricity via
wind power with most of the wind generation sourced on the state’s west and northern
coasts along the shores of Lake Michigan and Lake Superior. Not surprisingly, solar
power generation is generally more cost effective in areas with abundant sunlight such
as in the Southeast and Western States, Some of the largest solar farms in the U.S, are
detailed in the table below.

California ~ NfA NTA Opfi - solar 550 Megawalis

San Luls

Ohlspo

Ontarlo, Light Solar ~ Ontardo Power  Sun Edison / 19 Megawalts ~ OPA will pay

Canada Park Authority Skypower $.42 for each

{OPA) kwh of solar

produced

Ontario, Sarnla Solar  OPA Opli - Solar 50 Megawalls OPA will pay

Canada Park $42

Florida—Marin  N/A Florida Power  Sun Power 75 Megawalts

County and Light

Notrth Carollna  N/A Duke Energy  Sun Edison 21.5 Megawalts ~ Wilt costan

- Davidson eslimated

County $173M.1n
response to RPS
of 12.5% by
20
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Despite the relative lack of sumlight in Detroit, solar power deserves further
consideration as potential power sounrce in Detroit, As the above table illustrates, solar
power has proven to be successful in arcas that have a relatively fow amount of
sunlight such as Ontario Canada. The reasons for this trend are primarily financial, In
the past few years, Ontario has passed new legislation that guarantees generous
payments to renewable energy utility providess for the next 20 years. The legislation
provides a tiered payment for suppliers of renewable energy that may range from
single family rooflops to multi — acre solar farms. The legislation has proven to be
extremely attractive to solar providers as it removes much of the long term uncertainty
associated with the revenues that can be expected from solar power generation. Such
legislation has yet to be passed by any state in the U.S., but its success has also been
proven in European countries such as Germany and Spain,

Film Studio

While many industries struggle to cope with the widespread decline of the economy,
the motion picture industry bas thus far remained relatively unscathed by high
unemployment, the collapse of credit, and declines in personal income. At the
conclusion of 2008, the Motion Picture Association of America reported the following
year end performance figures:

" The Domestic box office continued to grow in 2008, reaching $9.79 billion after a
1.7% gain.

¥ Worldwide box office reached another all-time high in 2008 at $28.1 billion, an
inerease of 5.2% over 2007,

* The total number of films released domestically in 2008 was up 1.8%, to 610
films,

= In 2008, the average movie tickel price in the U.S, rose to $7.18, a 4.4% increase
over 2007.

a  The number of screens in the U.S, remains constant at just over 40,000 in 2008.

US § (Billlons)

U.S. Domestle Box Ollice Revenues U.S. Domeslfc Theater Admisslons

g0l 5 | i t2
1999 2000 200f 2002 2003 2004 2005 2006 2007 2008 1599 2000 2001 2002 2002 2004 2005 2008 2007 2008

Clearly, the movie industry benefits from its appeal to all demographics and income
levels, Going to the movies remains one of the most affordable outings for families -
with admission prices remaining significantly lower than alternative entertainment
options such as sporting events and theme parks.
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2008 Admission Price 2007 Admission Price * 08vys, 07
Event 1 JYicket Family of 4 1 Ticket Family of 4 % Change
Footbalt Game $71.00 $284.00 $67.11 $268.44 6%
Basketball Game $50.00 $200.00 $48.33 $193.32 4%
Hockey Game $48.72 $194.88 $45.25 $181.00 8%
Theme Park $35.95 $143.80 $35.16 $140.64 2%
Basebal Game $23,50 $94.00 $22.77 $91.08 3%
Movie Theater $7.18 $28.72 $6.88 $27.52 4%

Michigan lawmakers passed the Michigan Film Production Credit incentive program
in April, 2008 in an attempt to 1) enhance the state’s ability to attract film productions
relative to other states and 2) to create an alterative source of employment oulside of
the big three automakers which continue to reduce their workforce at a breakneck
pace. The incentive program can be summarized as follows:

* A refundable tax credit of up to 40% of the amount of the company’s qualified
expenditures incurred in producing a motion picture or other media entertainment
in Michigan

n Productions may qualify for an additional 2% spending rebate if the film is shot in
designated "core communities," inclading Detroit and Flint,

* A Film Infrastructure Credit offers a 25% tax credit off the Michigan Business Tax
and is assignable for companies that invest in new film and digital media
infrastructure in the state,

® The Film and. Digital Media Worker Job Training Tax Credit is a 50% non-
refundable and non-assignable credit for on the job training expenses for Michigan
residents in advanced “below the line” crew positions on qualified productions.

Based on the structure of this incentive package, the state’s intent is to not only atiract
film production but to also engender a long lasting film industry in Michigan by
encowraging film production training and film studio development, In the winter of
2009, Michigan State University published a study documenting the success of the
state’s film tax credits since its inception. In the eight months between the time of the
study and the passing of the law, the analysis found that 32 productions were
completed in 2008, generating more than $65M in spending and creating more than
2,700 jobs, According to Steven Miller who conducted the study for the Universily,
many of these films were considering alternative focations, but ended up choosing
Michigan after the incentive law was passed. The study projected that film industry
expenditures in Michigan would continue to grow 187% from 2008 to 2012 based on
experiences of Louisiana and New Mexico — both of which recently passed film
incentives bills in 2002 and 2003 respectively. As of February, 2009, credit certificates
(“Certificates of Completion”) have been issued for 30 productions for their
expenditures of $126.4 million in Michigan with a related incentive value of $48.0
niitlion. If all of the approved film projects go into production, Michigan will see more
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than $435.7 million added to the state’s economy. Related film incentives would total
$164.4 million.

How long Michigan enjoys its moment in the film industry remains o be seen.
Critical to the state’s long term success will be the continued utilization (or long term
guarantee) of tax credits and the creation of a talent pool rivaling that of competitive
filming locations. Cwrently, the state doesn't have the quantity of crews or the
production facilities of more established locales such as Los Angeles, Vancouver,
Toronto, New York, New Mexico, and Louisana.

For now, many developers and investors are secking to capitalize on the interest in
filming in Michigan by proposing to build state of the art sound stages along with
ancillary facitities such as film production schools, hotels, offices, post production
facilitics, and catering facilities. The table below swmmarizes the major studio and
sound stage projects currently proposed or underway in Michigan.

Allen Park Unily Studios / 750,000s7 on 104 Conslruction b Expected to employ
Jimmy Lifton acres Including begininthe next 3,000 skilled
{Hollywood elght sound slages, 12 months workers. Tralning
Exaculive) a tralning center center will be one of
and ancillary the largestin
commercial Michigan. The
development - facitity vill provide a
$146M Cost one slop shop for
film production,
Pontlac Raleigh Michigan 9sounds stages/  Conshiucionto  MMP recelved a
Studios 600,000 sf beginin tha next  $101M slate tax
12 months credit over 12 years
ontopof a$OM
credit for
Infrastruclure, The
renalssance zone
stalus has been
approved,
Plymoith Stardock Syslems Will invest
$900,000 to expand
current Jocation in
Piymouth Township
Detroit Wondersbruck Praduction facility Expected {o create
Sludios{Detroit for computer 700 jobs,
Center Sludios) generated effects Wonderslruck
and animated recefved a state tax
content. Will invest credit of $17M over
$86M in the proejct 12 years

As noted above, Michigan is not alone in its quest to atteact film industry doliars.
Other states that have recently passed lucrative incentive taws for the film industry
include New Mexico, Louisiana, Massachusetts, and Calgary. As in Michigan,
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developers and investors are drawing up plans for new studio facilities in these states
that will capitalize on the wave of incentive dollars, In addition, more established
filming cities such as Toronto, Vancouver, and New York have all recently completed
or are in the process of building new studios and support facilities to accommodate the
filming industry. The table below summarizes that have recently been completed or
are in (he planning stages in the U.S, and Canada,

Boston/ Plymouth Rock  1.8M square feet mixed Full bulld out 240 acre site ~all
Plymouth Rock  Real Estate use $500M film and for all privately financed.
Studlos Investments tefavislon compound, 800,000 sfis
1.tM sfof studio spacs, planned for
280,000 sf of production 2013
stages, 61,000 st of post
production / data cenler,
200,000 sf of office,
Combinas all pre and post
production,
Baton Rouge / RW. Day $665M studio with 18 Within 24 Developer s
Red Stick sound stages and a months receiving a 40% tax
Studlos $30M educationat facifity credit, but the slate
has recently capped
its incentive packaga
to $25M per film
studio
New Orleans LotlstanaFim  $22M far adaplive re-use Partiafly Profect is in financlal
Studios of old distribution center,  complete duress due to lack of
Six sound stages cash flow
Toronto / Ross Fiim 750,000sf of professional  Recently Project was originally
Filmport Sludios studio facllitias which completed a JV with Rose Fifm
includes 13 sound stages. and the City, The City
Also Includes 600,000sf of tecenlly sold its stake
office, retafl, hotel, conf, fo Pinewood siudios
and restaurants of England
New York ! Stelner Equilias 235,000 sf expansion Within 12 Wilt add o existing
Stelner Studlos  Group underway to provids a raonlhs 305,000 sf facility with
“one slop shop” for fdin / five sound stages,
lelevision lenants 200,000 sf of office
and cafetaria
Albuguergua / Pacifica Six sound stages with Complated The slate offers a
Atbuquerque Venlures lotal of 477,000 sf of 25% tax rebate as
Stutltos spaca along with ancillary well as a 0% loan for
facilities up to $15Min fieu of
back ~ end Interest
Hockey Arena
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The Detroit Red Wings of the National Hockey League have stated that they will not
renew their lease at Joe Louis Arena when it expires on June 30, 2010, On June 26,
2009, Olympia Entertainment, the parent company of the Red Wings declined its
renewal option which must be renewed one year in advance of the lease expiration.
Olympia Entertainment, a subsidiary of Ilitch Holdings, wishes to either re-crafl a new
lease that is more favorable to the Red Wings Organization or move (o a new facility,
Given the time fength of time needed to construct a new facility, the likely scenario
will involve the creation of a new short term lease for Joe Louis Arena, that will
provide the Red Wings time to plan for and build a new stadium in Detroit. Several
new stadium plans have been contemplated by the Red Wings in conjunction with the
City of Petroit,

According to a June 29, 2009 article in Crain’s Detroit, a new arena could cost more
than $300M and sources close to the Olympia Entertainment indicate that a new
stacdium would be built on family owned land behind the Fox Theater or between
Grand River and Cass south of I-75. Given the lack of public money available for
stadium construction and the inability of local sponsors such as GM, Ford and their
suppliers fo continue to purchase seats and advertising, the Red Wings will be hard
pressed to build a new stadium if current economic conditions persist. In the short
term, the Red Wings will likely renegotiate a three to five year lease at Joe Louis
Arena which will provide more time to obtain financing for a new stadium,

Educational / Entertainment & Agticulture

Due to the historical use of the Property as a public gathering place and educational
venue, some have suggested that the re-development plan continue to provide a benefit
to the community at large. Over the years, local community groups have proposed that
poriions of the Property be redeveloped for outdoor recreational facilities that would
complement some of the existing uses such as the Band Shell, the Outdoor Zone Park,
and the Picnic Grove. In 2003, the Inter-County Citizens Achieving Regional
Excellence (ICARE), a neighborhood action group, proposed that the Fairground be
redeveloped into a large park — in addition (o creating space that would continue (o
accommodate the annual fair. The 2003 proposal included the following:

" Water Park

v Softball Fields

& Picnic Area

*  Soccer Fields

o Skafte Park

v Entertainment Pavilion
®  Children’s Playground

This proposal was later tabled after it failed to garner public support and interest. Over
the past year, as the continued viability of the Fair has been called into question,
ICARE has again proposed a re-use plan that will provide an educational and space for
the community.
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In July, 2009, JCARE put forth a proposal to create an agricultural education program
for high school students and a year round farm on the site. The educational institution
would take the form of charter school, backed by the agricultural program at Michigan
State University and supported by the state level funding allocated to the students
enrolled in the program, The program would leverage existing facilities located on or
near the fairgrounds including the shuttered school located on the south side of State
Fair Boulevard. The school would be capable of accommodating 560 students by ifs
second year — with each student enrolled in a half day program, As such, half of each
student’s $7,100 appropriation would go towards the program, Because each student
would lose time in class for travel to and from the program to their home school,
summer school would be required for each student which would coincide with the
prime farming season on the Property. Because state funding per student could be
channeled to the school, revehue estimates for the school would be as follows:

= $594,000 in the first year
= $4,988,000 cach year thereafter

The proposal has yet to be formatized, and cost estimates for opening and operating
the facility are unclear. Nevertheless, there appears (o be an outpouring of community
support for urban farming in the City of Detroit with Hantz Farms and Michigan State
working together on a number of projects in the City. According to ICARE, Michigan
State University has been briefed on this proposal and is supportive of the concept.
Michigan State could use its influence with Haatz farms and the community to help
provide financial and other support to the education center.
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Section V
Previous Development
Proposals

Official Proposals

The table below provides summary information on the proposals that were received by the
state in response the RFP issued for the Property in the spring of 2008, These proposals
provide some background info on the previously proposed uses for the Property. A brief
synopsis of each proposal is Hemized below.

= Salley’s Alley proposal for a bowling alley and bar / restaurant lacked an experienced
management team while the financials of the deal proved to be pooily conceived

= Metro Development Enterprises proposed to acquire the fairgrounds to allow for future
expansion of the retail development on the corner of Woodward and Right Mile named
the Shoppes at Gateway that has yet to begin construction,

v Eight Mile Studios provided the most experienced and financially viable team of all the
proposals but the financial detuils were omitted until negotiations with the state could be
arranged. This proposal was shelved after the abrupt deterioration of the capital markets
in the fall of 2009 which forced the proposing team to withdraw their proposal.

Salley's Alley  200,000sf facility featuring a 100 Jane $500,000 In annvat ground rent  Profit shating offered
howling alley, skate board, laser tag, sporls  with a lease term of 36 years
bar, miniature golf with two 30 year options
Motro Develop 45 - 50 acres for a 12 screen $3 psf for fea simple or Phase fi of the Shoppes at
Development  cinema, big box retall, restaurants $640,000 por year for ground ~ Gateway project
Enterprlses lease for a 50 year loase with 2
25 year oplions
8 Miie Studios  Assume the operation of the fair, 10 acre Not provided Michigan Film Incentive
film development comprised of 1 25,000 sf package ts the impetus for
sound stage and 2 15,000 sound stages. this type of development

Film fraining center and ancilfary office
space. Downstream potential for stadium
development and retall / residential,
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Unofficial Proposed Uses

The following table provides summary information on proposed uses for the Property that
were not official responses to the RFP issued in 2008 or have been discussed among
community interest groups. Included in the uses that have been considered are a solar panel
farm, public park, an an automotive cultural center.

Alternative 2008 Solar Panel farm NIA This is a major iniliative of
Energy Electrlc and the MEDC and the SOM.

The non - profit NextEnergy
is asslsting In efforts fo bring
altlemative energy

Car Ballery Production

compartlas to Michigan
{CARE 2003 Public Park Facility NIA This proposal falled to
gamer support from the
state o the communily
Motor Cittes May 2008 Monlhly attomotive NIA Developmentmust bs made
Dream Makers cultural events along with tax exempl. Area st also
an eight day auto falr, receive all state and federal
Create a $50M trust to deslgnations enabling it lo
preserve lhe fair. Also altract and assist in the
Initfiate a business growth of organizations whe
development “magnet locate there

zone”
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Section Vi
New Development
Activity in Detroit

Economic Development Overview

The area surrounding the Property, generally defined as the neighborhoods of Palmer Woods,
Sherwood Forest, Chaldean Town, Hazel Park, and Ferndale has remained largely unchanged
in the recent past, New development has been limited (o small scale shops and restaurants
that have opened in the creative arts district of Ferndale in Oakland County, Over the pasl
few years, the largely vacant property at the southeast comer of Eight Mile Rd and
Woodward has been the focus of the first new commercial development in the area in several
yeats, A Detroit Development Consortium, Gateway Metro Development, has been working
with the City to secure Tax Increment Financing to aid in the development of the 35 acre site
into a multi — tenant retail property anchored by a 200,000sf Meijer Store, Marshalls, and
Home Goods, Tax Increment Financing is not in widespread use in Detroit, rather, a special
bill was passed in 2007 that allowed for Tax Increment Finance (TIF) financing at the
development site. The proposal also calls for additional retail space to accommodate 40
staller retail shops and two cateries. The developers hope to open the Meijer in 2011 with
the remaining space delivered by 2013, When fully developed, the mall will be the largest
cominercial retail development in Detroit it over 50 years.

Shoppes at Gateway

»  $80M open air mall anchored by Mecijer (200,000sf)

v Detroit’s largest commercial retail development in 35
years

* 40 smaller shops and two ealerles

8 Planned opening in 2011

o Marshails and Home Goods have also signed leases for
the center

= Incentives include TIF, and a $10M loan from the City’s
pension fund

Jones LANG
LASALLE Confidential and Proprietary




Michigan Stata Fairgrounds Seelion Vi - 2

Private Sector Survey

The table in Appendix I captures summary information of the findings from our
conversations with Detroit developers, local stakeholders, and market experts. During our
discussions, a few common recommendations and conclusions emerged regarding the
feasibility of redevelopment on the Property including:

®  Robust and powerful incentives that are specially customized for the Property will

absolutely be required in order to make commercial development financially

feasible. Examples of such incentives include TIF, Renaissance Zone Status, and New

Market Tax Credits. The reasons for this are as follows:
¢ Construction costs are (oo high for the rents that tenants are wiiling to pay for all
property types

@ There are too many other competing vacant sites and properties around Defroit that are

located in areas with more attractive demographics

® The cairying costs and infrastructure upgrades required for such a large site are too
encumbering for developers to practically consider given the current state of capital
markets

Office and R&D product will not succeed there unless there is a corporate user who
wishes to create a large presence at the Property, Multi — tenant office and R&D is a “non
-— starter” due to the glut of vacant office property in Detroit

*  Multi - family development is not viable for the Property in the near term due to
concerns over safety and lack of community amenities when compared to other locations.
Over the long term, once the Woodward light rail is constructed, there may be demand
for some high density residential on the Property in the form of transit oriented
development,

" Retail development may work depending on the product type. Grocery stores are badly
needed in Detroit and could provide an altractive near term opportunity. Over the long
term, refail development that complements the Shoppes at Gateway could be promising.
This, of course, depends on the success of the Shoppes at Gateway,

* Warehouse and distribution space is too oversupplied in Detroit to merit any future
development on the Property, In addition, this type of development typically does not
generate a high ratio of jobs per building square foot which would not justify large suns
of incentive dollars from public agencies.

*  Film studio development could be a compelling use on the site given the proximity to the
creative arts district in Ferndale, but many investors are fearful of oversupply based upon
development plans for similar projects in Alten Park and Pontiac. A long term guarantee
of the film incentives currently in place could help to alleviate those fears.

Economic ihcentive Overview

The table below highlights the most commonly used economic incentives in the State of
Michigan, Some of the most popular among the development community are TIF, New
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Market Tax Credits, and Renaissance Zone status, Not surprisingly, thesc incentives allow
the developer to achieve significan( savings on development cost and operating cash flow.

Tax increment financing is especiatly favored by developers due fo its relative ease in
acqulring and utilizing the funds for upfront development costs. As the table indicates, TIF is
currently not in widespread use in Detroit and appears to have only been used for refatively
sinall redevelopment ateas or specific redevelopment sites. This is somewhat surprising given
that bonds sold and backed by Tax Increment revenues for one development are usually not
marketable to the public due to a higher perception of risk that a single development is more
likely to fait than a conglomeration of several projects within an area. Given that TIR
legislation was specifically passed for the adjacent Shoppes at Gateway Development, it may
benefit the state to consider expanding the TIF area to include the Property and surrounding
neighborhoods,

Type Summary

Brownfield Credils are available for up to 12.5% of eligibla lnvestments, or 20% for certaln

Redevelopment Urban Development Area Projects as designaled by the Michigan Economic
Growth Authority

(MEGA) Board, Projects wilh eligibls investment greater than $10 million require
approval by the MEGA Board, with concurrence of [he slats treasurer. Credils

for these
profects are limited to $10 million, except for one project that can not exceed $30
million.

Job creation tax credit Based upon number of jobs created, wages of those jobs, tota capital

{MEGA) fnvestment and the economic devalopment assistance provided by the local unit
of government

Low Income Housing A federal lax credit taken over a 10-yaar period supporling the production of

Tax Credit affordable housing. The tax credit may be used by the developer, or may be
sold, with the proceeds used fo develop the housing units,

Research and Thers Is a general R&D credit of 1.9% for R&D activity in Michigan, This credit,

Davelopment Credit combined with the ITC and CC, cannot exceed 75% of a laxpayer's tax liability
hefore tha credils.

Michigan New Market In the spring of 2009, lhe state legistalure passed a $20M tax credit bill for

Tax Credit ) eligible investments in low income communiies. Baginning in 2011,

organizations who qualify for the tax credit will receive a credit of 5 percent of
thelr investment for the first threa years of the award, 6 percent for the fourth
and fifth years, and 12 percent in the final yaar. To qualify as a low-Income area,
communities must elther have a 20 parcent poverly rale or a median incoma of
less than 80 percent of Michigan's average incorie,

Federal New Market Tax  According to the Community Development Financlal Institelion Fund, the
Credit adminislrator for New Markels Tax Credits, the Properly lies In a census lract
that Is eligibfe for New Market Tax Credit Funding. Since 2005, a totat of $154
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Renalssance Zone

miflion In NMTC ¢apilal has been Invested in 60 different projects across
Michigan which leveraged tolal projects costs of $459 million in direct
investments to build charter schools, resldential housing, and a businass
Incubalor where people have the necessary lools and support to start thair own
businesses. In the spring of 2009, the COF! fund awarded $102M In tax credit
authority lo three Michigan awardess. A portlon of the funds are currently belng
ulilized {o renovate a former GM buliding for the College of Creativa Studiss and
TechTown's 300,000sf business incubation center. Tha Michigan Magnet Fund
Is the primary awardee of New Market Tax Credits in Michigan

Areas of lhe stale where state and local taxes are significantly reduced or
eliminated, Zones last for up to 16 years, phased out In 25% Increments over
the last thres yaars.

General TIF

Smartzones

Brownfield
Redevelopment TIF

Generat TIF leglstation was passed In 1980 but its use has not been as
widespread as in other cilies such as Chicagoe

In 2000, the State of Michigan established 12 special “Smart Zone® districis to
slimutate growth In technology based jobs and businasses, and lo facilitate the
growth of high tech clusters assoclated with adjacent culling edge univarsity
research and development. Two of the smart zones are located within Wayne
County. Legisfation allows each zons o retaln property {ax revenue for up to 15
years for spending on development of the zone.

Brownfisld TIF revenues can be used to refmburse expenditures for
environmenital clean up and demofition of structures underlaken as part of
major Invastment. Revenues can also be used for sile prap and infrastructure
improvements required for lhe reuse of contaminaled, funclionally obsolete, o
blighted property

SBA 504 Loans

Taxable Bond Financlng

The U.S. Small Business Administration's 504 program provides small-and
medium-sized businesses wilh long-lerm fixed rate financing for the acqulsition
or construction of fixed assels. It Is a lake-out financing program. Afler the
project is compleled, Ihe SBA reimburses, or lakes oul, the participating lender
by the amaun! of the original loan commilment,

The purpose of this program is to provide small and medium-sized companles
access to public capilal markets normally available to larger companles. The
principal advantage of using taxable bond financing is access to fong-lerm
(perhaps 10-20 years), fixed or variable rate financing. Since banks generally
consider a fong-term foan to bs five years, the annual cash flow difference lo a
campany ulilizing taxable bonds can be considerable. Since the use of taxahle
bond praceeds is not testiicted by the IRS, the taxable bond vehicle can be
utilized lo provide mars comprehensive financing than {ax-exempt bonds. in
addition, interest received from a federally taxable bond Issued by a Michigan
overnmental entity Is exempt from state and local &

Natfonal Register Credit

20% tax credit for rehabbing propeities on the national register
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State Reglster Credit 26% tax credit against slate ncome tax or single business tax liability

Comblned Credit Baslc ~ 25% credit - non - compalilive
Enhanced — 40% credit - compatitive

Film Tax Credit 40% refundable tax credit “across the board", Claim an extra 2% if the property if
the filming location ks within Detrolt. A 25% tax credit is also available to
companies thal Invest in new film and digital media studios in the state in
additlon to a 50% lax credit for on the job training expenses.

Alternative Energy Michigan NexEnergy (MNEA) - Nonrefundable business activity tax credit, The
creditIs equal lo the lesser of (1) the amounl by which a business's "lax Habllity
altributable to qualified business activity” for [he tax year exceeds the business's
"basefine tax liability attibutable to qualiied businass aclivity," or (2) 10% of the
amount by which the business's "adjusted qualified business activity” performed
in Michigan, oulside of @ "Renalssance Zone,” for a tax year exceeds such
activity for the 2001 tax year under {ormer MCL § 208,39

@) Jones LANG
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Section Vil
Development
Opportunities

Site and Market Data Review

Drawing upon the analysis of the site, constraints to development, and economic and market
data for each product type, Jones Lang LaSalle identificd a series of near term and long term
potential uses for the Property in light of the State’s goals to generate jobs aud derive
economic value from a disposition of the Property. The following summarizes the salient
facts regarding the site, constraints to development, and economic and market data that were
critical in determining formulating near and long term re-use scenarios for the Property.

Site Data

= Total estimated cost to clear the Property (excluding any unforeseen remediation and
state admin costs) - $8M

*  Bstimated $3M demolition cost

= Estimated $500,000 asbestos removal

*  Estimated $350,000 to address eight REC’s

= Estimated $660,000 to remove lead based paint

»  Estimated $3.4M lease termination cost to remove Joe Dumar's Fieldhouse fenant
o Estimated $571,000 cost (o “mothbali” the facilities

®  Estimated $830,000 annual cost to maintain basic services at the Properly after
decommissioning

" The coliseum hockey rink is relatively new and could still provide value to a potential
tenant

& Joe Dumar's Ficldhouse tease provides for $50,000 annual lease income

" Most buildings on the Property have been well maintained and are in fair to good
condition

Detroit Real Estate Market Summary
®  More than a third of the City of Detroit is lying empty or unused

Unemployment is plaguing virtually all property types

() JoNEs LaNG
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Office Summary
" Weak market fundamentals with rising vacancy and declining rental rates
" One of the worst office markets in the country

Industrial (Warehouse / Distribution) Summary

® Declines in consumer spending have hurt manufacturing and retail frade — traditional
drivers of the industrial property market

" Vacancy rates currently stand around 20%

Retall Market Summary

* High end and apparel retail are struggling amid declines in consumer spending —~
especially for discretionary items

©  Neighborhood retail centers — particularly those anchored by drugstores or grocery stores
are fairing much better due to the necessities they provide consumers.

Entertainment / Outdoor Activity Market Summary

#  While a park or recreational facility may be well received by the community, it would not
provide the number of jobs desired by the state to justify the investment needed to
develop and maintain the property as park space

Stadium Arena Market Summary

" The owners of the Detroit Red Wings are currently in negotiations for a short term lease
at Joe Louis Arena which they will occupy until a new stadivm can be built or identified
for the team.

n Stadium developments are usually funded with the aid of public finance and are
sometimes built to accommodate two professional teams (usually basketball and hockey)
to improve the financials,

*  Both scenarios are untikely given the Detroit Pistons have no desire to leave their curvent
home at the Palace of Auburn Hills and the financial standing of the State and City of
Detroit do not provide flexibility to help fund the constiuction of a new sports venue.

Agtlculture Education

®  Agriculture uses within the city of Delroit are growing in poputarity as vacant or
underutilized land is restored back to viable uses. Hantz Farms, in partnership with
Michigan Stale University, is pursuing multiple urban farming sites within the City of
Detroit that will provide jobs for the community, supply healthy and fresh food for the
City (which lacks a single grocery store), and provide a source of renewable energy via
biomass fuels,

" Relative to building large scale commercial properties such as office buildings and retail
sotres, startup costs for urban farming should be minor and demand could be strong due
to the ack of grocers in Detroit.

Jones Lang
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" In tangent with the concept of urban farming, some local community groups have
suggested the Property be utilized for farming and agribusiness education purposes ~
utilizing the school across the street from the Property as well as the Property’s existing
structures to {each high school aged children about the farming and agriculture industries.

Re —Use Scenatios

This section summatizes the potential feasibility of three development opportunities
identified for the Property, Each of the opportunities is ranked either high, moderate, low,
and unlikely in terms of 1) Economic Value to the State, 2) Ability to create Jjobs, and 3)
Market feasibility, as shown in the table below. In addition, each opportunity includes an
action and sel of recormmendations regarding the re - use plan, Note that in calculating
cconomic value to the State, Jones Lang LaSalle factored both the value of the Property for a
specific development, as well as savings that could be realized by avolding such costs as
eatly lease termination fees, demolition fees, and environmental remediation fees. Each re
use opportunity is described briefly below along with an explanation of the time frame under
which the development could be achieved:

1) Agriculture / Education - The suggested proposal would entall the

following:

* Allocate a portion of the Property and all usable farming facilities for urban farming and
agricultural use — including an agricultural education facility for Detroit area high
schools. Other uses could include the Joe Dumar’s Fieldhouse and outdoor zone,

® Maintaining the Fieldhouse allows the state to avoid $3.4M in lease termination costs and
provides a source of income for a potential buyer of the Property.

*  The outdoor zone could complement a future agricultural education center.

#  This scenario could allow the state to transfer the Property to another public entity such
as Michigan State Universily or the University of Michigan. Michigan State University in
patticular has a well established agriculture program and hag expressed interest in
expanding urban farming initiatives.
" The timeframe for this development could be very short with operations underway within
$ix to nine months.This plan allows for the most expedited re-use opportunity for the
property for the following reasons:
> Would utilize many existing facilities - limiting the need for extensive demolition
remediation

» Would not require significant upfront capital investment (relative to other re-
development alternatives), Investments would be required to modify and update
buildings and to do site preparation for agriculture uses, but heavy eapital
expenditures for building tear down and remediation could be avoided.

(@ Jones LANG
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2) Nelghborhood Retail - The suggested proposal would entail the following:

Allocate a portion of the Property for future commercial retatl development in the long
term. Other uses could include the Joe Dumar’s Fieldhouse as well as Agriculture /
Education facilities as deseribed above.

Maintaining the Fieldhouse allows the state to avoid $3.4M in lease termination costs and
provides a valuable source of income for a potential buyer of the Property,

The timeframe for this development would likely depend on the success of the Shoppes at
Gateway Development. If the Gateway development is successful, then the polential for
retail development on the Property would likely become more realistic. Based upon
projections provided by the Gateway developers, this project may be successfully
completed in three to four years. It should be noted that the state could expedite retail
development by demolishing existing structures and curing any environmental
considerations prior to making the propertics available to developers.

3) Film Studlo Development or Alternative Energy - The suggested proposal
would entail the following:

Allocate a portion of the Property for Film Studio Development or for future Alternative
encrgy production such as Solar power. Other uses could include:

Retail and Agriculture / Education uses as described above

The timeframe for this type of development would likely come after the completion of
the film studio projects in Pontiac in Allen Park. If there is sufficient demand for
additional film studio development — construction could possibly commence in four to
five years after the success of the other studios projects is gauged and the capital markets
fully recover, The potential for Solar power on the Propetty would be greatly enhanced if
the State of Michigan provides a long term guarantee for the alternative energy tax credit
program - similar to what has been implemented in Ontario, Canada. Given the limited
sustlight in this part of the continent, Ontario is one of the few areas in the northern part
of the continent to garner widespread interest from solar power companies for solar
power generation.

The table below summarizes Jones Lang LaSalle’s assessment of all potential re — use
opportunitics for the Property.

Jongs LANG
LASALLE Confidential and Proprietary




Michigan State Falrgrounds

SectionVli- 5

@ Righ @ moderate O Low O Unlikely

Multi - Yenant Office
Single Tenant Office
Nelghborhood Retall

Reglonal Retali

Multl - Famlly

Warchouse /
Distribution

FHim Studio /
Educatton

Hockey Stadium

Alternative Energy

(Solar}

O

O
O

NIA
NIA

Discuss ratail needs wilh local
community Closely monitor
suceess of the Shoppes at
Gateway. Evaluats financiat
Incentives that may be
available including TIF and
renaissance zohe

Manitor success of Shoppes al
Galeway and progress of
Development of Woodward
light rail which could spuit
demand

Monitor success of Shappas at
Gateway and prograss of
Davelopment of Woodward
light rail which could spur
demand

N/A

Engage the film induslry lo
more acclirately gauge the long
term need for additional studio
space in addition to Allen Park
and Pontiac In order to
enhance the long term success
and viabifity of fitm studio
davelopment, the state should
move lo guarantes Incentive
funding for certaln lima period
Engage Red Wings cwnership
in a dialogus to defermine
compatibliity of the Properly for
a new hockey stadium

Engagea solar power companles
to determine appropriate
Incentive offering. Take lessons
{earned from nelghboring
Ontario for proper incentives
needed to spark largs scale
solar power davelopmant in a
simitar environment setting ta
that of Delrolt

N/A
NIA

Allocate an area of the
Property adjacent to the
Shappes at Gatsway Projecl
for future nelghborhoad retail
develapmeant

NIA

Allocate an area of the
Properly adjacent to the
Shoppes at Gateway Project
for fulure neighborhood relail
develapment

N/A

N/A
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Agreultural f ® @ Complete Phase {i Allocate a farga portion of
Education environmenlal to pinpoint the Properly for agricufture
extent of consideralion and use Including ths entire
costs assoclaled vith Eastern and Seuthen Thirds
remediation and a porlion off the
Northem Third,

Disposition Plan and Marketing Strategy

Due to the size of the Property and variations in building density on certain sections site,
Jones Lang LaSalle recommends that the State dispose of the Property using a phased
approach while strategically parceling out portions of the Property based upon the
opportunities and anticipated timeframe for development discussed above as well as:

»  Current Uses / Structures and other constraints to development

o Accessibility / Visibility

The purpose of the strategic disposition is to ensure that the state achieves its goals of
receiving maximum economic benefit and creating jobs within the shortest possible
timeframe, Jones Lang LaSalte has organized its recommended plan into two phases —~ i) An
Interim Plan and 2) A Long Term plan that coincide with the near term and long development
potential of the Property as discussed in the re — use scenarios above.

The Interim Disposition Plan Calls for the Following:

This approach would minimize the need for large s capital expenses associated with
demolition, remediation, and construction while maintaining long term re-development
opportunities for the Property,

® Maintain the Joe Dumar's Fieldhouse (due to its long term lease commitment) and
Outdoor Zone Uses

v Complete the Phase I environmental study

" Mothball the other facilities located in red below

“ Hold the land and properties highlighted in red for future refail / commercial
development in the long term. Investigate whether the Joe Dumar's lease and refated
lease income may be transferred to a third party in the event of sale of the Property.

= Convert the area shaded in green on the map below for agricultural and education use

The Long Term Disposition Plan Calls for the Following:

o Engage local and state level lawmakers to create a powerful economic incentive plan to
hire commercial development to the area. Incentives should include at a minimum, TIF,
Renaissance Zone, or NMTC or a combination of all three.

»  Package and dispose of the Woodward Avenue Parking Lot, Joe Dumar's Fieldhouse and
associated lease as well as the Colisewm Building and Michigan Mart for futwre

JoNES LANG
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commercial retail development — possibly for a strip center including a grocery or drug
store.

v Package and dispose of the parcel highlighted In red along 8 mile road below for future
retail / commercial development. This parcel will likely be sold at lease one year after the
stabilization of the shops at Gateway

¢ AGRICULTURE / EDUCATION
@ BUS TERMINAL
PARK

N T AT B T e T R T e T A T

State of Michigan Disposition Alternatives

The following is a list of land disposition scenarios that may be available in the event of a
disposition of the Property. Based on the size of the Property, Jones Lang LaSalle believes
that a transaction will likely entail a phased parcel sale.

Outright Sale: The least complicated alternative, but does not always offer the most favorable
financiat return for the owner

Phased Parcel Sale: Multiple parcel sales to specialized developers of users over time could
realize higher values than an outright sale of the entire property to one buyer because smaller
parcel sales most often command higher prices

Jowzs Lang
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Joint Venture Development: Joint ventwre development may be the optimal disposition
strategy if market conditions ate favorable and the financial rewards of this strategy prove to
be significantly greater than those of an oulright sale. Conversely, a joint venture pariner
may also be pursued if market conditions are very soft and an outright sale cannot be
conswinmaled, In this case, the land owner’s willingness to share in the risk of development
may be attractive to a developer joint venture pactner,

Land Lease: If the owner wishes to entice offers for development and reduce barriers to entry
a ground lease would be a good alternative to a fee simple sale and would altow the owner to
realize steady cash flows from the Property versus a one time influx of sale proceeds.

Marketing Strategy

In order to maximize the value of the Property in the event of a disposition, the State must
first do the following:

L) Address legal constraints to disposition of the Property. The Michigan State
Fairgrounds Act does not permit the disposition of the Property thought a sale,
This fact presents an impediment to the redevelopment of the site. It will be
important to enact legislation that does allow for a transfer of the Property to
private parties, Doing so would provide more flexibility as development
opportunities arise. This flexibility will be necessary in order to create any kind
of market for the Property. Specifically, the legislation should allow the State to
dispose of the Property in an outright sale and provide a broader definition of
value received in the transfer. It should be noted that legislation passed last year
does require that the State should consider the economic benefits of film

production as the value received for the property. A similar law that extends to
other industries would encourage mote development opportunities for the site.

2.) Explore the State’s ability to sell the rights to the Joe Dumar’s Lease: This
fease income provides some value to a developer. The income could be used to
offiet carrying costs and the costs incurred by the developer redevelop the
Praperty.

3.) Begin efforts to arrange for development incentives: The timeline to arrange
for financing incentives such as TIF and renaissance zone status can be
prolonged. The value of the property to the developer community will be greatly
enhanced if these incentives can be arranged prior to the commencement of the
marketing efforl,

4.) Explore tax treatment of agricultural property in Detroit: As stated in our re-
use plan, agricultural and educational uses appear to be greatest opportunities for
property re-use in the short term, At this time, it is unclear how the City would
treat such a development, however, the city’s ability to make the farming
operation tax exempt would greatly enhance the success of a commercial farming
operation on the Propeity

@ JONES LANG
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Marketing Plan

If selected to assist in the marketing of the MSFE, Jones Lang LaSalle would leverage our lead
brokerage tean in Detroit and our Public Institutions National Practice Group.

Around the globe, Jones Lang LaSalle manages land as part of our contracts with
muitinational organizations. Our teams regularly provide development and asset strategy and
develop public-private partnerships to manage portfolios of jand parcels along with other real
estate assels.

Our services would;

© Leverage Jones Lang LaSatle’s digital marketing platform, The Property Watch
(www.thepropertywatch.com) to market the property and to distribute information to
prospective bidders

¢ Provide the development community with a comprehensive, web-based due diligence
package and detailed description of bidding requirements to reduce marketing time
and facilitate the transaction for both the buyer and seller

¢ Create and implement a markeling campaign that emphasizes speed, certainty, and
drive toward closing. Flyers, targeted e-marketing, print advertisements, and personal
outreach will be designed to reach the broadest audience possible

®  Work with the State to manage public relations and create opportunities for marketing
through business press coverage

® Provide frequent updates to the State regarding marketing and transaction status

Solicit and review offers, select a preferred buyer, and manage the transaction to a
successful close.

It will be important to develop a marketing strategy for the MSF that delivers a consistent,
positive message (o the marketplace. We maintain an extensive internal database of potential
purchasers which allows us to quickly and efficiently market the property, Using existing
databases and established relationships within the investment and development community,
combined with use of The Praperty Watch, enables Jones Lang LaSalle to reach out to a wide
vatiety of developers and investors, both locally and nationaliy.

Marketing Materials

Part of our marketing initiative would consist of designing attention-getting marketing
materials and presenting the offering to our targeted prospects. We have had excellent results
marketing properties in this manner, and have received positive feedback from boti: clients
and interested partties. Flyers and brochures feature aerial photographs, high quality maps,
and graphics depicting positive site and market highlights. Our materials would ensure that a
professional approach is taken to the marketing of the propetty while providing prospects
with informative materials to help facilitate the transaction,

) Jongs Lang
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Sample markeling brochure for the disposition of a 2,000,000 square foot former Genera!
Motors warehouse and distribution facility in Martinsburg, West Virginia,

In addition to flyers and brochures, we would develop advertisements
for placement in key local and national publications such as Crain’s
and the Wall Street Jotrnal and appropriate Michigan publications.
Such advertisements aow us to capture any additional purchasers not
contained in our database of prospects.

During the marketing process, Jones Lang LaSalle would also R L s U
assemble due diligence items which typically include development reosvero B BB rosrnemy
agreements, real estate laxes, title commitment and copies of permitted e i Yion

. . N + Gprrh oy b Wt B S HA e P
cxceptions, an ALTA survey, architectural drawings, environmental SRl A e

v . e reéentad brepat

reports, engineering reports and area and plat maps. The due diligence « FIET 1
items will be uploaded onto The Properfy Watch and potential buyers
would be required to 1‘eglster on the website in or(.ler to view ‘the Sample Wall Strest
complete package. Potential buyers may also be required to submit a Jourmal ad

confidentiality agreement if desired by the State,

JONES LANG
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Web Site Direct E-may

Web Based Due Difigence

Negotiations & Evaluation of Offers

In negotiating and evaluating offers, the Jones Lang LaSalle would work closely with the
State. Offers would be evaluated based upon value, the buyer’s ability to close and other
criteria established by the State. We will also evaluate the buyer’s intended property use and
weigh that component appropriately,

We would typically begin the evaluation with a review and initial screening of proposals to
ensure that they completely address the requirements as defined by the State and Jones Lang
LaSalle. The next filter to be applied would be to analyze the qualifications (technical,
business, and financial) and past performance of the buyers. Jones Lang LaSatle would then
take a more comprehensive look al the proposals to assess (he financial resources of the
interested parties, the concept plans and financial proposals, The field would be further
narrowed based on the estimated closing date, timing of implementation and development,
use of property, ease of rezoning (if required), and other relevant factors jointly determined
by the client and Jones Lang LaSalie,

Due Diligence & Closing

Subsequent to contract negotiations and signing, Jones Lang LaSalle would continue to
represent the State’s inferests in overseeing and managing due diligence efforts, Jones
Lang LaSalle would also work with the Attorney General’s office (o help manage the
closing process.,

@) JonEs Lane
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Section Viil
Property Valuation

Previous Appralsal Summary

The table below summarizes the findings of the Property appraisal performed by commercial
real eslate firm Value Trends in May, 2007, The land value indicated below was determined
using historical land sales information of comparable properties in Detroit. It should be
noted that the value assumes the propetty is vacant — thus ignoring the following;

" Existing leases with Fieldhouse LLC and Little Ceasar’s AAA Hockey

* Historical considerations of the Property as well as buildings

»  Demolition and abatement costs for existing buildings

it Is currently vacant

§1.85

$80,610

$7,024,921

$13,000,000

N/A

Assumes 35 acres will be putinto commercial utilization

Residential and enterlzlnment uses are possible
Mullt-familty would be located on the eastem portion of the site

The indicated value shown in the table above was determined using comparable sales of
eleven properties in Detroit tocated a short distance from the Property, The most recent fand
sale comparable transaction occusred on February, 2007 and eight of the eleven comparable
transactions occurred prior to 2005, This statistic reflects the weak economic conditions that
have characlerized Detroit and Michigan since the mid — point of this decade.

At the time of the appraisal, there were four land parcels on the market in excess of 50 acres
with an average per acre price of $230,024,

To provide a true “apples to apples” comparison, the properties used in the land sale analysis
were adjusted upward or downward depending on how they compared to the Property in
areas noted below:

( JonEs LanG
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v | ocation

u  Size

8 Fiture Use

*  Utility (Shape, Frontage, Development Potential)

If the comparable was superior to the Propeity, a downward adjustment was made to the
comparable sale. Alternatively, if the comparable was inferior, an upward adjustiment was
made. For example, if a comparable property was viewed to be of greater utility to the
subject, it was adjusted downward in an order of magnitude deemed appropriate by the

appratser.

Comparable Propetties for Sale in Michigan

Most of the land sale comparables used in the previous appraisal were deemed to be-superior
to the Property which resulted in a value range $10,941,400 to $14,027,800. In order to atrive
at a narrower value range, the appraiser referenced the sale of the Rackham Golf Course
which is in a superior location but is similarly sized in relation to the Property. In 2005, the
Golf Course was marketed for sale received offers to purchase and redevelop for a value in
excess of $91,463 per acre, This figure translates to a value in excess of $14,750,000 for the
Property. The value of the Property was clearly determined to be lower given its inferior
location. This figure ultimately served as the basis for the appraisers determination of value
within the range defined above as $13,000,000.

It should be noted that the sale of the property was ultimately blocked by the courts. The
City of Huntington Woods subsequently offered $6,000,000 ($50,000/acre) for the property
with the intent to maintaiu its use as a golf course. The City of Detroit did not accept this
offer.

Currently, there are many large parcels on the market in southeastern Michigan. There are
some that are of particular relevance to the Property. The City or Pontiac has struggled for
over four years to sell the Silverdome. This 128 acre site has been the subject of multiple
sales efforts. Many developers have come forward with plans for the site, but none have
been able to bring their developments to fruition. The ultimate redevelopment of the
Silverdome is still very much in doubt.

The former Armory site at 8 Mile Road and Greenfield Road in Oak Park has been offered
for sale or development by a local developer since 2003. This 92 acre site is very similar to
the Property in location and attributes. This site offers retail opportunities along 8 Mile and
Greenfield with industrial applications off the main roads. The owner is not actively
marketing the retail land for sale based on its desire to develop the property. The industrial
land is being marketed at $174,000 per acre.

« JonEs Laneg
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Estimation of Property Value

Before calculating a range for Property value, Jones Lang LaSalle first summarized the major
uncerlainties regarding the potential for future development of the Property, Invariably,
developers and property buyers will subjectively discount their offering price for a Property
based on real or perceived risks. When disposing of a Propertly, the property owner's
negoliating position is most dramatically enhanced by eliminating unknowns or uncertainties.
At this point, there are several uncertainties regarding the potential to redevelop the Property
which have a negative effect on Property value.

Development Viability Uncertainties

. Environmental Remediation: Environmental issues related to the Property and its
potential development should be addressed iminediately,

e Historical Significance: If there is significant community backlash against a demolition
of the existing properties. The community may attempt to block demolition of the
properties through a court order or cease and desist,

s Infrastructure Pevelopment: How current are the “in the ground” utilities — is there a
need for Upgrading of Utilities for Higher Density Development

s Other Uncertainties: The following is list of other factors that may negatively influence
the vatue of the Property. These factors are inherent in any potential land sale and reflect
the fundamental risks associated with real estate development. As previously stated, it is
extremely impostant to note that given the size and complexity of Property, a sale will
most likely occur in the form of a phased takedown over three to four years. The
probability that any of the below factors will change is greater when examined over a
period of three to four years versus over a year or less. As a result, the value of the
Property will be mare sensitive to the land value uncertainties noted below.

o A sudden rise in interest rates

o Newly announced development projects by developers in the inunediate market area or
in competing markets;

o Political roadblocks posed by historic preservationists and those in favor of keeping the
fair

Property Value Estimate

Jones Lang LaSalle attempted to estimate the value of the Property based upon the findings
of all of our analysis including the following:

a  Demolition and environmental cleanup costs of $4.5M
v QOther land sales of comparable size in Detroit

v The previous appraisal conducted in 2007

v Discussions with Delroit developers and brokeis

v Analysis of local and national real estate trends

Jones LaNG
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= Analysis of uncertainties and encumbrances to development
»  The strengths, weaknesses, opporfunities, and threats of the Property

After reviewing our findings, it was determined that the Property, if sold today, has a
negligible vahte. The primary reasons for this include:

v 38 to $10M estimated cost to address the Property's development encumbrances
»  Excess of available land in and around Detroit

o Unknown's regarding need for environmental remediation and infrastructure
upgrades

* Distressed state of the real estate property markets and capital markets which has
shelved plans for many projects across the country and stalled many others in mid -
construction,
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Appendix | -
Developer and
Stakeholder Survey
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Michigan Stale Fairgrounds APPENDIX H

Appendix il - Zoning
Regulations

Jonges Lang
LASALLE

Counfidential and Propriciary



ZONING

The majority of the subject is currently zoned B-4, Gencral Business Distri
on the east side of the Grand Trunk Western Railroad corridor and the s
Avenue are currently zoned M-4, Intensive Industrial,

zoning classifications are contained within the City of Detr:

Division 5 and Article X, Division 5.

B-4, General Business District

The ordinance describes the B-4 Distriet as follows,

Section 61-9-73 of the ordinance begins to list those by-
Business District. These are as follows.

“The B4 General Business District provides Jor business and commercial uses of a
thoroughfare-oriented nature, In addition 1o these uses, other businesses, which may
benefit by drawing pert of their clientele from passing traffic are permitted
Additional uses, which may be successfully blendedwith permitted by-right uses, are
conditional,”

Boarding school and dormitory

Child caring institution

Convalescent, nursing, or rest home
Lofls, inside the Central Business District
Religious residential facilities

Shelter for victims of domestic violence
Adult day care center

Armory

Auditoriums, public

Child care center

28

ct, while those portions
outh side of State Fair
Rules and regulations pertaining to these
oit’s Zoning Ordinance, under Article IX,

right uses permitted within the B-4, General



LZONING, Continned

*  Educational institution
*  Fire or police station, post office, court house, and similar public building
* Governmental service agency

*  Hospital or hospice

*  Library

. Museum

*  Neighborhood center, nonprofit

*  Outdoor recreation facility

¢ Religious institution

*  School, elementary, middle/junior high, or high

*  Animal-grooming shop

. Art gallery

. Assembly hall

. Automated Teller Machine not accessory to another use on the same zoning lot, which is
stand-alone, without drive-up or drive-through facilities

*  Bake shop, retail

. Bank without drive-up or drive-through facilities
*  Barber or beauty shop

s Business college or commercial trade school

. Cabaret, inside the Central Business District

*  Customer service center without drive-up or drive-through facilities

29



ONING, Continued

ZONING, Continued

Dance hall, public, inside the Central Business Disirict

Dry cleaning, laundry, or laundromat

Establishment for the sale of beer or intoxicating fiquor for consumption on the premises,
inside the Central Business District

Greenhouse or nursery with stock for retail sales

Hotel, inside the Central Business District

Medical or dental clinic, physical therapy clinic, or massage therapy clinie

Mortuary (;r funeral home

Motor vehicles, new, salesroom or sales fots

Mator vehicles, new, storage lot accessory to a salesroom or sales [ot for new motor vehicles
Natil salon

Office, business or professional

Parking lots or parking areas for operable private passenger vehicles, except as restricted by
Sec. 61-12-219 of this Code

Parking structure

Pet shop

Private club, lodge, or similar use
Radio or television station

Radio, television, or houschold appliance repair shop, except such use shall not be permitted
on any zoning lot abutting a designated Gateway Radial Thoroughfare

Recreation, indoor commercial and health club

Recording studio or photo studio or video studio, no assembly hal

30



ZONING, Continued

. Restaurant, carry-out or fast food, where Jocated in a multi-story building and integrated into
a mixed use or multi-tenant development, and without drive-up or drive-through facilities

*  Restaurant, standard without drive-up or drive-through facilities

*  Retail sales and personal service in business and professional offices
*  Retail sales and personal service in multiple-residential structures

. School or studio of dance, gymnastics, music, or art

¢ Shoe repair shop

. Stores of a generally recognized refail nature whose primary business is the sale of new
merchandise with or without drive-up or drive-through facilities

. Veterinary clinic for small animals
*  Blueprinting shop
’ Trade services, general
* Antennas as provided for in ARTICLE XIi, DIVISION 3, Subdivision G of this Chapter.
*  Marinas
*  Railroad right-of-way, not including storage tracks, yards, or buildings
*  Signs as provided for in ARTICLE VI of this Chapter
In addition to the previously indicated by-right uses, the ordinance also lists a number of conditional

uses, which may be permitted following review and approval by the appropriate legal entity. These
are as follows. .

*  Emergency shelter, except such use shall not be permitted on any zoning lot abutting a
designated Gateway Radial Thoroughfare

*  Fraternity or sorority house
. Loft, outside the Central Business District

3



ZONING, Continued

¢ Multiple-family dwelling

*  Pre-release adjustment center, except such use shall not be permitted on any zoning lot
abutling a designated Gateway Radial Thoroughfare

*  Residential substance abuse service facility

*  Residential use combined in structures with permitted commercial uses
. Rooming house

+  Single-family detached dwelling

. Single-room-occupancy housing, nonprofit

*  Town house

*  Two-family dwelling

*  Electric transformer station

. Gas regulator station

. Outdoor entertainment facility

*  Power or heating plant with fuel storage on site

*  Substance sbuse service facility, except such use shall not be permitted on any zoning lot
abutting a designated Gateway Radial Thoroughfare

*  Stadium or sports arena

*  Telephone exchange building

. Walter works, reservoir, pumping station, or filtration plant
*  Amusement park

. Arcade
*  Automated Teller Machine not accessory to another use on the same zoning lot, which is
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ONING, Continued
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stand-alone, with drive-up or drive-through facilities

Bank with drive-up or drive-through facilities

Bed and breakfast inn

Brewpub or microbrewery

Cabaret, outside the Central Business District

Customer service center with drive-up or drive~through facilities
Dance hall, public, outside the Central Business District

Employee recruitment center

Establishment for the sale of beer or intoxicating liquor for consumption on the premises,
outside the Central Business District

Financial services center
Firearns dealership
Firearms target practice range, indoor

Food stamp distribution center

Go-cart track, except such use shall not be permitted on any zoning lot abutting a designated
Gateway Radial Thoroughfare

Golf course, miniature

Hotel, outside the Central Business District
Kennel, commercial

Lodging house, public

Motel

Motor vehicle filling station

33



ONING, Continued

ZONING, Continued

Motor vehicles, used, salesroom or sales lot, except such use shall not be permitted on any
zoning lot abutting a designated Gateway Radial Thoroughfare

Motor vehicles, used, storage lot accessory to a salesroom or sales lot for used motor
vehicles, except such use shall not be permitted on any zoning lof abutting a designated
Gateway Radial Thoroughfare

Motor vehicle services, major, except such use shall not be permitted on any zoning fot
abutting a designated Gateway Radial Thoroughfare

Motor vehicle services, minor

Motor vehicle washing and steam cleaning, except such use shall not be permitted on any
zoning lot abutting a designated Gateway Radial Thoroughfare

Motorcycles, retail sales, rental or service
Outdoor commercial recreation, not otherwise specified

Parking lots o parking areas for operable private passenger vehicles, as restricted by Sec.
61-12-219(9)(e) of this Code

Pawnshop, except such use shall not be permitted on any zoning lot abutfing a designated
Gateway Radial Thoroughfare

Plasma donation center, except such use shal not be permitted on any zoning lot abutting a
designated Gateway Radial Thoroughfare

Pool or billiard hall
Printing or engraving shops
Public lodging house

Rebound tumbling center, except such use shall not be permitted on any zoning lot abutting
a designated Gateway Radial Thoroughfare

Rental hall

Restaurant, carry-out or fast-food, with or without drive-up or drive-through facilities, except
such use shall be prohibited on any zoning lot abutting the Woodward Avenue Gateway
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ZONING, Continued

Radial Thoroughfare where there is drive-up or drive-throu gh facilittes or where not Jocated
in a multi-story building having a mixed-use or multi-tenant development

Restaurant, standard, with diive-up or drive-through facilities, except such use having
drive-up or drive-through facilities shall not be permitted on any zoning lot abutting the
Woodward Avenue Gateway Radial Thoroughfare

Secondhand stores and secondhand jewelry stores, except such use shall not be permitted on
any zoning fot abutting a designated Gateway Radial Thoroughfare

Specially designated distributor’s (SDD) or specially designated merchant’s (SDM)
establishment

Tattoo and/or piercing parlor, except such use shall not be permitted on any zoning lot
abutting a designated Gateway Radial Thoroughfare

Taxicab dispatch and/or storage, except such use shall not be permitted on any zoning lot
abutting a designated Gateway Radial Thoroughfare

Theater and concert café, excluding drive-in theaters

Trailer coaches or boat sale or rental, apen air display, except such use shall not be permitted
on any zoning lot abutting a designated Gateway Radial Thoroughfare

Traiters, utility, or cemenl mixers, pneumatic-tired, sales, rental or service; moving
truck/trailer rental lots

Confection manufacture, except such use shall not be permitted on any zoning lot abutting
a designated Gateway Radial Thoroughfare

Dental products, surgical, or optical goods manufacture, except such use shall not be
permitted on any zoning lot abutting a designated Gateway Radial Thoroughfare

Food catering establishment

Ice manufacture, except such use shall not be permiited on any zoning lot abutting a
designated Gateway Radial Thoroughfare

Jewelry manufacture, except such use shall not be permitted on any zoning lot abutting a
designated Gateway Radial Thoroughfare
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ZONING, Continued

. Lithographing, except such use shall not be permitted on any zoning lot abutting a designated
Gateway Radial Thoroughfare

*  Research or testing laboratory

. Toiletries or cosmetic manufacturing, except such use shall not be permitted on any zoning
lot abutting a designated Gateway Radial Thoroughfare

. Tool, die, and gauge manufacturing, small items, except such use shall not be permitted on
any zoning lot abutting a designated Gateway Radial Thoroughfare

*  Vending machine commissary, except such use shall not be permitted on any zoning lot
abutting a designated Gateway Radial Thoroughfare

*  Wearing apparel manufacturing, except such use shall not be permitted on any zoning lot
abuiting a designated Gateway Radial Thoroughfare

. Wholesaling, warehousing, storage buildings, or public storage houses, except excluding
Gratiot Avenue, such use shall not be permitted on any zoning lot abuiting a designated
Gateway Radial Thoroughfare

*  Antennas as provided for in ARTICLE XII, DIVISION 3, Subdivision G of this Chapter.
*  Signs as provided for in ARTICLE VI of this Chapter.

. Telecommunications building, private
Area, height and placement regulations pertaining to the B-4, General Business District are listed
under Article XIII, Section 61-13-25 of the City of Detroit’s zoning ordinance. A few of the

permitted land uses have specific limitations as to that use, whereas the majority fall under the “all
other uses” category. These regulations are as follows,
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ZONING, Continued

—

USE

B-4 GENERAL BUSINESS DISTRICT

REQUIREMENT

Fraternity or Sorority Houses

Minimum Lot Area - 7,000 square feet
Minimum Lot Width - 70 feet
Front Setback - 20 feet
Side Setback! -~ Formula A
Rear Setback ~ 30 feet
Maximum Height - 35 feet

Libraties or Museums

Minimum Lot Azea - 10,000 square feet
Minimum Lot Width - 70 feet
Front Setback - 20 feet
Side Setback? - Formula B
Rear Seiback - 30 feet
Maximum Height - 35 feet

Motel or Hotels

Minimwn Lot Area - 7,000 square feet
Minimum Lot Width - 70 feet
Front Setback - 20 feet
Side Setback - Formula A
Rear Setback - 30 feet
Maximum Height - 35 feet

Multiple-family dwellings

Minitmum Lot Area - 7,000 square feet
Minimum Lot Width - 70 feet
Front Setback - 20 feet
Side Setback - Formula A
Rear Setback - 30 feet
Maximum FAR - 2.0

Motor vehicle, used: salesroom or sales lot

Minimum Lot Area - 2,400 square feet .
Minimurm Lot Width - 30 feet
Maximum Height - 35 feet

! Determined by the following formula,
(height) / 15,

? Determined by the following formula,
(height) /6,

designated in the Ordinanes ns Formula A, Formula A = Length (feet) +2

designated in the Ordinance as Formula B. Formula B = Length (feet) + 2
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ZONING, Continued

USE

REQUIREMENT

Motor vehicle filling station

Minimum Lot Area - various
Minimum Lot Width - various
Setbacks - various
Maximum Height - 35 feet
Maximum Lot Coverage - 40%

Religious institations

Minimum Lot Area - 10,000 square feet
Minimam Lot Width - 70 feet
Front Setback - 20-feet
Side Setback - Formula B
Rear Setback - 30 feet
Maximum Height - 35 feet

Single family dwellings; Religious residential
facilities

Minimum Lot Area - 5,000 square feet
Minimum Lot Width - 50 feet
Front Setback - 20 fest
Side Setback - 14 feet combined
Rear Sethack - 30 feet
Maximum Height - 35 feet

Two family dwellings

Minimum Lot Area - 6,000 square feet
Minimum Lot Width - 55 feet
Front Setback - 20 feet
Side Setback - Formula A
Rear Setback - 30 feet
Maximum Height - 35 feet

Townhouses

Minimum Lot Area - 7,000 square feet
Minimum Lot Width - 70 fect
Front Setback - 20 feet
Side Setback - Formula A
Rear Setback - 30 feet
Maximum Height - 35 feet

All other residential and public, civic and
institutional uses

Minimum Lot Area - 7,000 square feet
Minimum Lot Width - 70 feet
Front Setback - 20 feet
Side Setback - Formula B
Rear Setback - 30 feet
Maximum Height - 35 feet

38




[ —— St ———

[———

ZONING, Continued

USE __ REQUIREMENT

Motor vehicle washing and steam cleaning Maximumn Lot Area - 10,000 square feet

Maximum Height - 35 feet

All other uses Maximum Height - 35 feet

M-4, Intensive Industrial

The ordinance describes the M-4 District as follows.

“This district will permit uses which are usually objectionable and, therefore, the
district is rarely, if ever, located adfacent to residential districts. A broad range of
© uses is permitied in this district. New residences are prohibited with the exceprion
of lofl conversions of existing buildings and of residential uses combined in
Structures with permitted commercial uses. These requirements are to profect
residences fiom an undesirable envirorment and to ensure reservation of adequate

areas for industrial development,”

Section 61-10~73 of the ordinance begins 1o list those by-right uses permitted within the M-4,
Intensive Industrial District, These are as follows.

Armory

Electric transformer station

Fire or police station, post office, court house, and similar public building
Gas regulator station

Governmental service agency

Power or heating plant with fuel storage on site

Steam generating plant

Telephone exchange building
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ZONING, Continued

J Water works, reservoir, pumping station, or filtration plant
¢ Animal-grooming shop

. Arcade

. Art gailery

+  Assembly hali

*  Automated Teller Machine not accessory to another use on the same zoning lot, which is
stand-alone

+  Bake shop, retail

*  Bank

. Barber or beauty shop

*  Brewpub or microbrewery

*  Business college or commercial trade school
*  Customer service center

*  Dry cleaning, faundry, or laundromat

*  Employee recruitment center

+  Tinancial services center

*  Food stamp distribution center

. Go-cart track

. Golf course, minjature

*  Greenhouse or nursery with stock for retail sales

. Kennel, commercial
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ZONING, Continued

* Medical or dental clinic, physical therapy clinic, or-massage therapy clinic
¢ Mortuary or funeral home

*  Motor vehicle filling station as provided for in Sec. 61-12-1 82(2) of this Code
*  Motor vehicle services, minor

*  Motor vehicle washing z.md steam cleaning

s Motor vehicles, new or used, salesroom or sales lot

. Motor vehicles, new, storage lot accessory to a salesroom or sales lot for new motor vehicles
. Motoreycles, retail sales, rental or service

. Nail salon

*  Oflice, business or professional

*  Parking lots or parking areas for operable private passenger vehicles

*  Parking structure

. Pet shop

*  Pool or billiard hall

' Printing or engraving shops

* Private club, lodge, or similar use

*  Produce or food markets, wholesale

*  Radio or television station

¢ Radio, television, or household appliance repair shop

. Rebound tumbling center

*  Recording studio or photo studio or video studio, no assembly hall
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ONING, Continued

ZONING, Continued

Recreation, indoor commercial and health club

Rental hall

Restaurant, carry-out or fast-food with or without drive-up or drive-through facilities
Restaurant, standard

Retail sales and personal service in business and professional offices

School or studio of dance, gymnastics, music, or art

Shoe repair shop

Stores of a generally recognized refail nature whose primary business is the sale of new
merchandise

Tattoo and/or piercing parlor

Taxicab dispatch and/or storage facility

Theater and concert cafe, excluding drive-in theaters
Trailer coaches or boat sale or rental, open air display

Trailers, utility, or cement mixers, pneumnatic-tired, sales, rental or service; moving
truck/trailer rental lots

Veterinary clinic for small animals

Bailing of waste paper or rags

Blueprinting shop

Boiler repairing

Chemical materials blending or compounding but not involving chemicals manufacturing
Cold storage plant

Confection mamifacture
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ZONING, Confinued

Construction equipment, agricultural implements, and other heavy equipment repair or service

Containerized freight yard

Dental products, surgical, or optical goods manufacture
Elevators, grain

Feed or grain mill

Food catering establishment

General: High/medium-impact manufacturing or processing as defined in Sec. 61-16-102 of
this Code

General: High-impact manufacturin gorprocessing as defined in Sec. 61-16-102 of this Code.

General: Low/medium-impact manufacturing or processing as defined in Sec. 61-16-124 of
this Code

General: Low-impact manufacturing or processing as defined in Sec. 61-16. 124 of this Code
Greenhouse or nursery, wholesale sales only, including landscape contractors

Ice manufacture

Jewelry manufacture

Laundry, industrial

Lithographing and sign shops

Lumber yard

Machine shop

Newspaper, daily, publishing or printing

Outdoor operations of permitted land uses specified inthe Manufacturing and Production use
category, Sec. 61-12-62 of this Code, and as specified in the Warehouse and Freight
Movement use category, Sec. 61-12-63 of this Code
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ONING, Continuned

Z—%w

Outdoor storage yards

Railroad transfer or storage tracks

Research or testing laboratory

Sewage disposal plant

Steel warehousing

Tank storage of bulk oil or gasoline

Toiletries or cosmetic manufacturing

Tool sharpening or grinding

Taol, die, and gauge manufacturing, small items

Trade services, general

‘Trucking terminals, transfer buildings, truck garages, recreational vehicle storage lots, and

open areas for the parking of operable trucks

Vending machine commissary

Wearing apparel manufacturing

Welding éhops

Wholesaling, warehousing, storage buildings, or public storage houses

Aircraft landing areas for winged aircraft

Antennas as provided for in ARTICLE XII. DIVISION 3, Subdivision G of this Chapter.
Boat or ship yard, construction, repair, maintenance, dry dock

Boat terminal, passenger

Docks, waterway shipping/fieighters
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ZONING, Continued

*  Marinas

*  Passenger transportation terminal

*  Railroad right-of-way, not including storage tracks, yards, or buildings
. Signs as provided for in ARTICLE V1 of this Chapter,

*  Telecommunications building, private

n addition to the previously indicated by-right uses, the ordinance also lists a number of conditional
uses, which may be permitted following review and approval by the appropriate legal entity. These
are as follows,

. Lofis
*  Residential use combined in structures with permitted commercial uses
*  Auditoriums, public

*  Library

. Museum

*  Neighborhood center, nonprofit

. Outdoor entertainment facility

. Outdoor recreation Facility

. Race track, motor vehicle

*  Religious institution

*  Stadium or sporis arena

*  Substance abuse service facility

. Adult cabaret, adult personal service establistument, adult physical culture establishment, adult
supply store, adult theater
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Amusement park

Cabaret

Dance hall, public

Drive-in theater

Establishment for the sale of beer or intoxicating liquor for consumption on the premises
Firearms dealership

Firearms target practice range, indoor .

Fireworks, sales

Motor vehicle filling station other than as provided for in Sec. 61-12-182(2) of this Code
Motor vehicle services, major

Motor vehicles, used, storage lot accessory fo a salesroom or sales lot for used motor vehicles
Outdoor commercial recreation, not otherwise specified

Pawnshop

Plasma donation center

Secondhand stores and secondhand jewelry stores

Specially designated distributor’s (SDD) or specially designated merchant’s (SDM)
establishment

Abattoir, slaughter house
Explosives storage
Garbage, offal, or dead animal reduction

General: Very high-impact manufacturing or processing as defined in Sec. 61-16-201 of this
Code
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Hazardous waste facility
Incinerator plant
Intermodal freight terminal

Junkyard

Outdoor operations of permitted land uses specified in the Manufactu ring and Production use
category, Sec. 61-12-62 of this Code, and as specified in the Warchouse and Freight
Movement use category, Sec. 61-12-63 of this Code

Police department authorized abandoned vehicle yards

Radioactive waste handfing

Recycling center

Rendering plant

Salt works

Scrap tire storage, processing, or recycling facility

Tires, used, sales and/or service

Towing service storage yard

Transfer station for garbage, refuse, or rubbish

Truck stop

Used auto parts sales

Waste/serap materials: indoor storage, handling, transfer

Ferry terminal

Heliports

Signs as provided for in ARTICLE VI of this Chapter
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*  Signs as provided for in ARTICLE VI of this Chapter
Area, height and placement regulations pertaining to the M-4, Tntensjve Industrial District are listed
under Article XIH, Section 6]-13-46 of the City of Detroit’s zoning ordinance, A few of the
permitied land uses have specific limitations as to that use, whereas the majority fall under the “all
other uses” category. These regulations are as follows.

M-4, INTENSIVE. INDUSTRIAL DISTRICT
USE REQUIREMENT

Junkyard Minimum Lot Area - 2 acres
Front Setback - 20 fest
Side Setback - 20 feet
Rear Setback - 20 feet

Maximum Height - 35 feet

Motor vehicle filling station Minimum Lot Area - various
Minimum Lot Width - various
Setbacks - various
Maximum Height - 35 feet
# Maximum Lot Coverage - 40%

Mo

tor vehicle, used: salesroom or sales lot Minimum Lot Area - 2,400 square feet
Minimum Lot Width - 30 feet
Maxinm Height - 80 feet

Transfer Stationg Front Setback - 20 feet
Side Setback - 20 feet
Rear Setback - 20 feet

Maximum Height- 35 feet

All other uses Maximum Height - 80 feet
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