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or those following the proposed

redevelopment of R Orak's

:'il:l.' center, theres a cautionar
I.|||,' of a similar project |.|'.i|| WIS
serapped last vear in Warren
The t|-'--'.ll[u.'! at the center of
he Wan

1 'Ilii.linl'aill -;‘|11 Wient
of the rails is Ron Boji, president of the Boji
Group in Lansing — the same firm behind the

Hi |:~.|| Oak ||'_. 1.

doji, wlong th Surnow Co, in Hi|'|'|'|i|.;-_'|| 1T,
in the Central Park Development

ty selected "::\. Roval Oak aity of

15 @ Peartne

Croup, the entit
fic .||-_ il A ]?1I]'li:L' :'||l1.1|11'-.'il':'- ent an aging
city center. The similarities in Boji's proposals

that were rejected in Warren and ones that were

accepled in Roval Oak are eerly striking

In the plan Royal Oak officials announced in
early 2016, Central Park Development Group

Wis o ConsLruet i seven-stot Y, |f|'i|_llll':.l-*--:;_I::|I'|'

O wor kers on a city
ar Mamn Street. The oty
parking lot for ownership
of up o 30,000 square feel of office space Lo
oese i nesw ety hall, City officaals placed a value
of 500,000 on the parking lot, which the city
wiould later agree to sell to Central Park for #1

Also included in the project was a six

slony, S05-space parsing Earage oan another
-.i1:-.--|'-.".'l‘:|,'|,:| surface ot north of the new office
building. A new police station would be erect

ed next to the #4th District Court building and
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adjacent to the Roval Oak Farmers Market.

The current city hall, which opened in 1952
i houses the police station, would be razed for
the creation of & central park that would front
the office building. Under the original deal, the
city would own the park, the two-floor city hall
o LT the _:'k'l::il.'l.' station, and the par 'ji.;lm: deck.

Roval Okak :

Ahout the same time plans werne taking shape

iy Roy al Dak, Boji was working with Warren of-

G-millicn development that, at

thir bes neluded a centerpiece five-star

hotel, & four-story parking structure, a banguet

facility, shops, and an upseale nightelub. The
development was 1o be built on a vacant, city-
owmed pance] acmoss Van Dvke Avenue from the
CGreneral Motors Technical Center

-

ficials were initially impressed with Boji's pro-

Warren Mayor Jim Fouts and other «

posal, F PRI WL |'-r|'|m.|'.'-_-;| o offer

o commercial facilities wy incentive that would

hive saved the Boji Group between 55 million

and S6 million in taxes over 12 vears,

In May 2016, however, Fouts said he became
apprehensive as the Boji Group presented the
city with a revised proposal with new financial
demands, Instead of a five-star hotel the facility
was downgraded, with fewer and smaller rooms.

The parking structure was 1o be eliminated, un

less the city assumed the cost of b

Fouts said Boji wanted Warren 1o bormow 57

i feom the sale

s o i::r|p

*t. Boji also asked for 2.5 milli

‘urven Downtown Development Authority
tor pay for infrastructure needs, along with waiv-
ing S500,000 10 bualding inspection fees,

As for the siv-acre site that Fouts said was
worth 81,8 million, Boji proposed a 100=yenr

lease al 10,000 per year, a suggestion the

mayor said was “outright hedieroas”
I+

killed thae prigect.

SN i

and the Warren Development Aut

Bopi Group spokesman John Troscott says
. AL the 11th
hour, the mayor decided he didn't want it," he

Warren didnt want the projec

sayvs, Boji declined o be interviewed,

BN T2
Fast-forward nearly a year oo Royal Ok
where plans previgusly aanounced for the new
city center development were undergoing sub-
stantive changes, No longer would the develop
ment be a public-private partnership. The new

C

the new office tower, Instead, a restaurant with a

liquor licer ail outlets would shane the

first floor with other r outlets

In tum, Bops Cent

rl Park Develog
Group would solely own the office building, now

reduced to L8000 square feet from 190,000

sepuare feet, and the city would be responsible
for unlding a new eity hadl and constructing the
parking deck, a new palice station, and the park.

The 565 spaces in the new parking deck in

the onginal agreement were reduced 1o 492

aces, Three hundred of those spaces ane re

servedd for the office buil

Furthermore, city  officials e o b

Central Park Development 5.5 million in cash
to help the developers obtain a construction

loan from Flagstar Bank in T

Under the deal, Central Park Development

W37

iy hall would not occupy the first two floors of

e
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would put $8.5 million of its money into an es-
crow account, along with the £5.5 million from
city taxpavers that would serve as gap inancing
for the building, The city's money represents the
wap between current market rates and construe-
tion costs for the bullding, acconding 1o Central
Park’s legal papers.

In mldition, the parking lot valusd at
000,000 would be sold to twe develoger for $1.
Roval Oak’s City Commission approved the new
terms om a 5-2 wte on June 266,

David Gillam, Roval Oaks city attorney, savs
after much discussion and with input from its
project manager, city officials decided to opt out
of mewving ils operations into the new building,

“With help from outside legal counsel, the
City Commiizsion decided that Kind of structure
witsn'k going to be in the best interest of the city
in the long rom,” Gillam savs, “The decision was
made for the city &
tion of its own facalities”

take control of the constrae-

The vision of a new city center built around
# central park can
operated Surnow Ca., a development and com-
mercial real estate management firm in Bie-
mingham.

Tragcally, Sumow was struck and killed
while riding his bicyele on vacation in Haswaii
in 2015, His sons. Sam and Max, now man the

rom Jeffery Sumow, who

company. To bolster their project in Royal Oak,

they brought in Baoji to lead the offor,

When details for the revised agreement with
Central Park Development |
spring 2016, 11 downtown businesses and prop-

me public in

erty owners — most of whom own stores and
restavrants along Main Street that back up 1o
the surface parking lots — cried foul and formed
a resistance coalition and hired a law firm
push back against the city.

The owners and landlords sayv they cannot
survive the loss of the three city-owned surface
parking lots behind their businesses in a down-

tonwn area already plagued with chronic park-

ing shortages. They claim the city entered into
agreements with the developer without con-
sulting profissional planners to first determine
what impact the loss of the lots and altered traf-
fie patterns would have in their area,

Also at risk. they say, is the historic Royal
Oak Farmers Markel, where neariv half of the
parking spaces used by vendors and customers
would be taken out to make room for the new
city hall and police station,

Shepherd Spencer, owner of the Little Tree
Sushi Bar and Dixie Moon Saloon along Main
Street, south of 11 Mile Road. has been a fix-
ture in the eity for vears, “When the city showed
us the site plan they had approved, with theee

parking lots taken out, we said, "Oh my God,
this is going to destroy all of our businesses in

the vear to 18 months or even longer that they're
going 1o be under construction, ™ he says.

When a surdface lot on the west side of Main
was elosed and sold to a private developer, Ei-
kin Equities Ine, in Southfield, for construction
of an office building last vear, the impact on his
twi restaurants was almeost immediate, lue says,

“Little Tree Sushi Bar has been there almost
20 years, and its so consistent. My wile and |
can tell the time of year by any change in sales,
that's how consistent it's been throughout the
vears, Spencer sayvs. “Its Nuctuated mavhe 2100
to 200 to 300 on any given woek, Now, all
of a sudden, they knoek out that parking lot for
that building and we're 9 to 11 percent off (of our
weekh sales)”

Jean Chamberlain, a SO-year resident of Roy
al Oak who served as the executive manager of
the Renval Oak Chamber of Commeree for seven
years, savs she finds a lot of the proposals for the
vity center development troubling,

“I'm concerned about the no-bid contract
fwith Central Park Development), the 51 sale of
the parking lot, and the loss of parking lots when
we don't have enough parking as it is,” Chamber-
lain says. “We have a movie theater downtoram
that doesn't have enough parking, so they (cus-
tomers and emplovees) go across the street and
park at the library”

Chamberlain says she's particularly tronbled
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b the boss of surface parking used by customers
and vendors of the Roval Oak Farmers Market

She savs that market shoppers have a particular
rhythm that requires close-in parking,

“The eustomers park, they come in and buy.
they go back to their cars and unload. and come
back again for the watermelon or the dozen ears
of comn they couldn’t carry on their first or sec
ond trip to their cars” she says, “They're not go-
ing to park blocks away, or in o structuee, and go
back and forth to the market.”

A parking study conducted in early 2015 by
Rich and Associates in Southfield, and com-
missioned by the Boji Group, detenmined that
parking for the city center praject would be
inadequate for the development. Rich savs a

G00-space garmge o support the onginal office
|1'.:i]g:|||]:.; wouldn't s 4'!'|-.|'|ij|‘| Lo compensale for
the loss of the surfiee lots, The report supgEest-
v adding another level to the parking deck w
bring the number of spaces to G50,

The parking study, which Roval Oak officials
lasd demied was conducted, came 1o the fore
fromt duning the discovery phase of the lawsuit.
Asked to respoiud, G

illam savs a new report the
city commissioned now shows there will be ad-
equate parking with the addition of two decks.
“There will be enough parking in the daytime to
accommodate the office users, and there will be
enough parking at night,” Gillam says.,

Cakland County Executive L. Brooks Patter-

son says after talking 1o businesspeaple in Royval
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Oak about the project. he hias neservations. =T

was a no-bid contract, and that raises afl kinds
of red flags for us in government,” Patterson
says, “They sold the parking ot to Bop for $1,
andl the market value on that property 1S pr i
by 2 million o &3 million now. You just can'l
take public land and sell it to a private investor
for £1. Under a no-bid scenario, it just doesn’t
pass the smell test”

Fram lnwsuits filed in Oakland County Cir
cuit Court, lawyers from Jaffe Raitt Heoer ane
Wiiss in Southfield. who are representing the
downtown property owners, demonstrated the
cily was committing 1o invest 5.5 million in
cash 10 help Boji construet his office building.
on top of selling te land to the developer for 1,
In addition, the vty s committing 555 million
to 273 million in bond issues to pay for the new
city hall, a police station, and the park

Jaffe Haitls team claims the deal i illegal
They further allege that city officials didn’ fol-
low established practices and processes when

they granted special use permits to Central

39



FOCUS | Real Estate

Park Development for construction of the office
biilding with the first-floor pestaurant,

Judge Chery] Matthews dismissed one of the
two lnwsuits in August, after lawvers for Cen-
tral Fark Development made the case mool by
withdrwing the special use permits that were at
the center of that litigation. The legal maneuver
allowed the developers, in complete cooperation
with the city, 1o retrace Uheir steps and bogin te
process of gelting a new agreement that didn'
include special use permits.

The %5.5 million of city cash going into a pri-
vately owned office building continues 1o be a
foeus of the remaining lawsuit,

Fthan R, Holtz, a Jaffe Raitt partner, says pri-
ar to liling the lawsuil, city officials repeatedly
saicl the money was an imestment, Such use of
txpavers’ money would be illegal, he contends,
“There’s a specific state law that spells oul how,
and in what capacily, municpalities can invest
tagpayvers’ money, and it doesn't say you can put
it ins i private speculative real estate deal.” he says,

Gillam savs Holtz's claim rings hollow in light
of incentives being offercd by similar municipal-
ities arcund the state to entice development,
“The 5.5 million is not going to U developer,
bt ivto an eserow account Lo help fund the con-
struction of the office building” he says, “Incen-
tives eome in & variety of forms, and this is just
another shape or form of an incenlive to get o
development that the City Commission has de-
termined that, in the long mun, is going to have
very positive implications for the city”

That cash infusion for the project, how-
ever, s in oontrast o the other new Class A
diamtown office building under construction
— the one Spencer savs is impacting his Litthe
Tree Sushi Bar and Dixic Moon Saloon, The
Ta000-sguare-foat, four-story building, which
will be home to private office users and serve as
the headguarters for Elkin Eguitics, 1= going up

A DOWM ON MAIN STREET
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without any cash from the citw

Like the Central Park building, the city pro
vided a parking lot it cwned as an incentive, The
city sold the parking lot 1o its affilinted Down-
twwn Development Authority for 31 million,
The DDA then sold it to Etkin for 1.

“The Etkin lot for 1 is just another cample
of how an incentive works Gillam says. “The 51
million the city gave to the DDA would be on pa
per. The Etkin building is within the DDA dis-
trict, so it probably was structured Ut way so
any future lax revenue from the Eikin building

“THE JUDGE IS GOING TO
TAKE A LONG, HARD LOOK AS
TO WHETHER THEY HAVE THE
LEGAL RIGHT TO CHALLENGE

THE CITY'S DECISION AS TO
WHAT TO DO WITH A PUBLIC
SURFACE PARKING LOT.”
— DAVID GILLAM

will gt the DDA and not 1o the city divectly”

According to an exchange of emails between
a city lawyer and a lawver for Bojis group, the
%55 million cash contribution from the munie-
ipality too Baji was a sensitive issue that needed
further explanation. In May. Brandy L. Mathic,
an outside kwyer mepresenting the eity, asked
John N. Hindo, a partner at Mekani, Orow, Me-
kani, Shallal, and Hindo in Birmingham who s
representing Boji, for information o explain the
cash contribution to the City Commuission,

“It’s about helping the commission explain
the investment of public dollars (in Bojis deal)
in light of the Etkin project procecding with-
out eash investment, and reaching 100 percent
oecupancy without coming out of the ground,”

Mathie wrote. “Its about getting them comfort-
able (again) with (their) cash investment in light
of the new reality of Etkin's building proceeding
without it."

Mathie, an attorney with Kerr Russell in
Detroit, went on to say it involved “getting the
{Commission) to think about how they might
respond o the Monday moming quarterback
who suggests that the developers profits wene
padded instead (of the maney) plugging a finan-
cial gap”

In another email on Aug, 11, Mathie told an-
other lawyer to drop a reference of the $3.5 mil
lion as & loan in a document I had prepared for
the City Comimission,

“The ity has no statutory or constitutional
power to provide a loan to o private entity” she
wrote, “Any suggestion that the tax payments
{or gap pavments) inure from a debt obligation
i contrary to the entire defense the City and
Central Park Development) have mounted in
the existing litigation.”

The business groups lawsuil also contends
that the city won't be able to sell up 1o 73 mil-
lion in bonds to finance its share of the project
because Roval Oak bas already exceeded its
debt-borrowing limits set by the City Charter.

Holtz savs a $126 million health care/bond
offering the city completed earlier this vear
pushed Roval Oak over its Charter-mandated
borrowing limit.

Gillam, however, smvs the citvs bonding
authority can go bevond the mandates of the
Charter. He savs Royal Oak can raise that mon
ev under a state law that he savs provides for
more expansive bonding rules, Instead of be-
ing restricted Lo bormowing up to § percent of
ils state-equalized value of about $2.8 billion,
which would be $169 million, he saiys the state
law he cites would allow bond debt of 10 per-
cent of its state-equalized value, or abour 8250




million — maore than enough cushion to cover
the bods,

Gillam says the business groups position is
against their best interests in the long run. “The
judge is going 10 take a long, hard look as 10
whether they have the legal right to challenge
the city’s decision as to what to do with a pub-
lic surface parking lot” Gillam savs. “These are
property owners and business owners wha, for
the most part, are adjacent 1o a public parking
lot. They don’t have any mone legal inlerest in
that parking lot than amvone else who has a
business in the downtown arei, or anvone else
who owns property or a business in the city”

Nevertheless, the city now seems to be hedg-
ing its bt and has changed course on how it will
handle the bond linancing, according to the lat-
est developanent agreement reached in late Sep-
tember with Central Park Development.

The Rowal Oak Dewntown Development Au-
thority will now step in and take on half the load
of the bond wsue.

The Authority, which has its own bonding
capability apart from the city, will tssue bonds
pay for the parking structure and the park, while
the city will be responsilile for the bonds W eover
building & new city hall and a police station,

“They {city officials) are worried that if we're
correct, Uhe city won't be able to issue the bond
to pay for the park and the parking structure,”
Holtz says. “If it lurns oot we're right (aboul
the eity’s bonding limit), Royal Oak will get a
new office building, the park, and a parking
garage — everything Boji wants — but the city
hall and police station, which was the stated
reasan for the development in the fivst place —
well, nol so much.”

Haoltz also wams that the citys cash invest-
ment of $5.5 million has a caveat, 1t would be
subordinate te Central Park Development’s debt
to Flagstar Bank, and could be wiped oul in case
of a foreclosure or other failure.

“Tfyou step back and look al this deal, its Gir-
Iy obvious Boji doesnt have S14 million to get
a construction loan from Flagstar Bank for the
project, so hes getting the city (o come up with
5.5 million in cash to help him out,” Holte says.
“Plus, the city isn't asking for the money back.
saying it will come back from fulure property
s, But they would et property taes without
investing in Boji's deal. 1t makes no sense”

As the case winds its way throwgh Oakland
County Cireuit Court, things could change, as
the mavor and thres city commission seiats are
up for re-clection in eardy November. “You could
have a whole new majorty (on tw seven-mem-
ber commission, which includes the mayoer)”
Holiz says. “That could change things drastically
and send this back 1o the drawing board so that
it's done properly” db

How the Baji Group convinced

the Michigan Senate to acquire an
office building in dewnlown Lansing
that was “"three times” higher than
comparable Space. BY NORM SINCLAIR

DST ROYAL OAK RESIDENTS PROBABLY
never heand of developer Ron Bop until e was
selected last year to lead the mizkeover of ther
dawntown oty center, the largest redevelop-
ment project in city history.

In Lansing, however. Boj and hs family are
weell known i real estate management and de-
valoprment circles. They're also major political
players and donors to the state's Republican
leadership and the poltical action committees
that supoort them.

By and his family firmn, the Boyi Group.
weri at the center of a still-smoldening pofitical
rraalstrom in the capital city that began three
years ago when the Michigan Senate decided
to leave its longlime home in the Farnum
Building and move ane block away info a new-
er building, Capitol View, owned by the Bap
Group The short maowve coutd wind up coshing
taxpavers 3134 rmillion

Imitially, Serate leaders agresd to pay Bop's
lowest bud price of B1675 per square oot o
lease seven floces of the Capitol View building
But shortly after former Magority Leader
Randy Richardville (R-Monroe) signed alease
wilh Bop. the deal changed. Instead of leasing
space. Richardville struck a new agreement to
buy the seven floors of space for $41 millicn

The Michigan Straleg Fund issued
$70 million in tax-exempt bonds 1o pay the
purchase price and renovata the seven floors,
before leasing it back to the Senate. With pro-
jected debt serace over 32 vears, the price tag
could hit $134 rmillion. accarding to the Senate
Business Oifice, The state paid £3 million for
the Farmum Building m 1978

The Boji Group will also collect more than
SHO0000 in management fees over five
years. The cleal bouched ofl a irestorm among
Demacrats and others

Lansing Assessor William Fowler said the
Capitol View building, which opened in 2005,
was assessed at 312 mallion — a figure he sad
was closer to its worth, He said the state paid
“three times greater than anything that has
sold downlown of comparable use and ubility”

The sale came agamst 3 history of years of
large political donatons fram the Boj family to
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Republican pofiticans and ther palitical action
committess. Inrecent poklical cycles. the Bojis
gave $27000 tao former Magority Leader Mike
Bistwp, now 2 congressman; $32 700 ta Gow,
Rick Srytler; $35.000 ta Attarney General Bil
Schuelte: 561000 10 Ihe Senate Republcan
Carnpaign Commilies (since 2006) $70,000
ke the Michigan Republican Party: 528,000 to
the Houwse Republican Campaign Commultes;
and $1,000 to Richardville's leadarstup BAC.
I addrbian, they gave tive years of free office
space to the Decider PAC, donors of 572,000
to the Republican Senale Leadership cam-
pagn in 2014,

The controversial sale was preceded by
another deal with the Senate that benalited
Bioji. While he was majonty leader, Bishop
(R-Rochester) negehiated a lease for space for
a Senate hearmg room and othices in the Bop
family s crown real estale jewel, the 23-slory
Boji Tower, 3 downtown Lansing landmark,
The city's tallest building. the Boji Tower is
located a short block frosm the front door of
the Captal,

After the deal was announced Democrats
called on Schuette toimestgate whether all
governiment proceduras had been followed,
but he has declined to pursue tha matter,

Demecrals s Boj should have been
disgualified from the bid process because
hie cicdr'l answer a questionnaire that asked
Enciclers if they owed back taxes. Led by party
head Brandon Dillon, the Democrats pro
duced records at a press conterence showing
the Bops had $1.8 millon in cutstanding state
angl federal tax horvs dabing back te 1979,

Although most of that amount had since
been pad, $65,000 of hens was still on
properhes, including the Capitol View building,
whien the Bop bid was subrmilted.

Calal Buhs, a spokesman for the state
Departrment of Technology, Management and
Burdget. told the Lansing Stafe Journal that the
Legislature 't bound by the same purcias-
ing rules as the executive branch, Nothing in
the ke prevents a vendor with a tax ben from
contracting wilh the state, he said.

Since leaving the Legislature, Richardville
has worked as a consultant for a Bojicompa-
my, but he denses any qued-pro-gue. " don't
weork for tharn, | do soms work for a related
company,’ he told the Lansing State Journal,

Senaltors moved] into their plush new offic-
&5 n January, The 11-story Farnum Building.
meanwhile, 1s up for sale, m
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