
 

 

DEBT SERVICE AGREEMENT 

 THIS AGREEMENT (“Agreement”) is made as of the “Effective Date” (defined in Section 
6(j)), by and among THE ANN ARBOR DOWNTOWN DEVELOPMENT AUTHORITY (“DDA”) and the CITY 

OF ANN ARBOR, a Michigan municipal corporation (“City”), whose address is 301 E. Huron Street, 
Ann Arbor, Michigan 48104 (individually “Party” and collectively the “Parties”), with respect to the 
following. 

Background 

A. In August of 2018, the City acquired the Property located at 350 S. 5th Avenue, Ann Arbor 
Michigan (“Property”) for $5,200,000. The City issued Limited Tax General Obligation Capital 
Improvement Bonds in the amount of $5,350,000 to purchase the Property and to pay for related 
attorney, bond consultant, taxes and filing fees (the “Debt”). The City has a 16-year repayment 
schedule starting in 2019 and ending in 2034, as outlined on the attached Schedule of Estimated 
Revenues and Expenditures (the “Schedule”), attached as Exhibit A. 
 
B. Pursuant to the Schedule, the City is obligated to make interest-only payments of 
$147,125 per year through 2022. Beginning in 2023, the City must pay principal and interest 
payments of approximately $570,000 per year, varying as indicated on the Schedule. The City’s 
total debt obligation through 2034, including principal and interest, is $6,812,626. 

 
C. In 2019, the City directed the Ann Arbor Housing Commission (“AAHC”) and the City 
Administrator to conduct a financial feasibility analysis of the Property as a site for affordable 
housing. See Resolution R-19-138 attached as Exhibit B.  The AAHC reported that the site was 
feasible for affordable housing or mixed-income housing and could also include other uses on the 
site. The City approved a contract with SmithGroup to conduct Community Engagement to 
develop potential building concepts. See Resolution R-19-320 attached as Exhibit C.  The City 
directed the City Administrator, the AAHC and the Planning Commission to create and 
recommend entitlements to City Council.  See Resolution R-20-139 attached hereto as Exhibit 
D.   
 
D. The most recent appraisal conducted in April 2018, valued the Property at $11,000,000. 
As currently designed, the total development costs are estimated to be $100,000,000. 
  
E. The DDA has an affordable housing fund with an annual allocation of approximately three 
hundred thousand dollars ($300,000). 
 
F. On January 20, 2022, the AAHC presented to the City’s Planning Commission a Planned 
Unit Development and Concept Plan for the Property (the “Project Plan”) which provided for two 
phases of development with a minimum of 100 Affordable Dwelling Units and a minimum of 40% 
of the total number of dwelling units as Affordable Dwelling Units as defined by the Unified 
Development Code. The Planning Commission voted unanimously to recommend City Council 
approval of the Project Plan.   

 
G. The Project Plan aligns with the Mission of the Ann Arbor Downtown Development 
Authority: “To undertake public improvements that have the greatest impact in strengthening the 
downtown area and attracting new private investment.” In addition, the Project Plan is in alignment 
with the Goals and Objectives of the Downtown Development Authorities Development Plan, 
including its stated housing-residential development strategies and public land development 
objectives. 



 

 

Agreement 

Beginning with payments due for FY23, the Parties agree as follows: 

 1. DDA Obligations. The DDA shall pay to the City an amount equal to 33.33% of the 
Debt, including interest and principal payments as delineated on the Schedule.  The total 
obligation for fiscal years 2023 and 2024 is as follows: 

  Fiscal Year 2023 = $190,708.33   

  Fiscal Year 2024 = $190,146.00 

The City will bill the DDA bi-annually in the same timeframe and manner as it bills the DDA for 
other debt and related obligations.  

 2. City Obligations.   

A. The City shall pay an amount equal to 66.67% of the Debt. 

B. In exchange for the contributions from the DDA, the City shall continue 
development of the Property in a manner that furthers the goals of the DDA, including preservation 
of a portion of development of the Property for affordable housing units.  

C. In the event that development of the Property does not include affordable housing, 
the City shall reimburse the DDA for all contributions made by the DDA pursuant to this 
Agreement. Such repayment shall be made over a five (5) year period. In the event the 
development of the Property includes affordable housing, but less than the amount represented 
in Background Paragraph F, above, such repayment shall be prorated accordingly.  

3. Duration.  This Agreement shall continue for two years, to include FY23 and FY24, 
and shall administratively renew annually with sixty (60) days advanced written notice for 
successive 1-year periods, upon the same terms and conditions herein, if mutually agreed upon 
in writing. 

4. Default and Remedies.  A party alleged to be in default of this Agreement must 
have written notice and a reasonable opportunity to cure.  Unless the circumstances dictate 
otherwise (due to a deadline, hearing, or the like) the cure period will be 10 days after notice.  
Without limitation, this Agreement may be specifically enforced. 

5. General Provisions. 

  (a) Entire Agreement.  This Agreement and the exhibits and documents 
referenced herein contain the complete understanding of the parties with respect to their subject 
matter and all other agreements and discussions are merged herein. 

  (b) Amendments.  No variation, modification, or alteration of this Agreement 
shall be binding or effective unless in a writing signed by all parties.  There will be no oral 
modification of this Agreement.  This section shall not prohibit the parties from entering into 
separate, two-party bilateral contracts among each other and/or users of this Agreement. 

  (c) Counterparts and Delivery.  This Agreement may be executed in any 
number of counterparts and delivered by any reasonable means (including email); each such 



 

 

counterpart shall be deemed to be an original instrument, but all such counterparts together shall 
constitute by one agreement. 

  (d) Governing Law.  This Agreement shall be governed by and construed 
according to the laws of the State of Michigan.  The Parties agrees to submit to the jurisdiction 
and venue of the Circuit Court of Washtenaw County, MI, or if original jurisdiction is established, 
the U.S. District Ct. for Eastern District of MI, Southern Division.  The Parties stipulate venues 
referenced are convenient and waive any claim of non-convenience.     

  (e) Binding Effect.  All of the terms and provisions in this Agreement shall bind 
and inure to the benefit of the parties and their respective heirs, personal representatives, 
successors, and assigns. 

  (f) Construction.  This Agreement shall not be construed more strictly against 
one party than against the other merely by virtue of the fact that it may have been prepared by 
counsel for one of the parties, it being acknowledged and agreed that this Agreement shall be 
interpreted in light of the probable intent of the parties. 

  (g) Severability. If any term herein is found to be ineffective, unenforceable or 
illegal under any present or future laws, such term shall be fully severable, and the remaining 
terms shall not be affected and shall remain full force and effect. The invalidity or enforceability of 
a particular provision of this Agreement shall not affect the other provisions hereof, and this 
Agreement shall be construed in all respects as if such invalid or unenforceable provision were 
omitted. 

  (h) Time of Essence. It is understood and agreed that time is deemed of the 
essence of this Agreement. 

  (i) City Approvals.  All applications and processes which involve the City, 
including without limitation, approvals required for development of the Property, will be subject to 
standard, publicly noticed procedures and guidelines.  No approval by the City to any matter is to 
be inferred by reason of the City being a party hereto. 

  (j) Effective Date.  The “Effective Date” of this Agreement shall be the date 
the last party hereto executes this Agreement below. 

 

***Signatures appear on the following page.*** 



 

 

   

   FOR THE DOWNTOWN DEVELOPMENT AUTHORITY 

 

   By ________________________________  

 Jeffrey Watson, Director 

   Date ______________________________ 

 
 

FOR THE CITY OF ANN ARBOR  
 

 

By _______________________________ 

     Christopher Taylor, Mayor 

 

By _______________________________ 

     Jacqueline Beaudry, City Clerk 

 

This ___ day of __________, 2022 

 

 

Approved as to substance 

 

By _______________________________ 

Milton Dohoney Jr., Interim City Administrator 

 

Approved as to form and content 

 

__________________________________ 

Atleen Kaur, City Attorney 



 

 

EXHIBIT A 

Schedule of Estimated Revenues and Expenditures 

 

 



 

 

 



 

 

 



 

 

 



 

 

EXHIBIT B 

Resolution R-19-138 

 



 

 

 



 

 

 



 

 

EXHIBIT C 

Resolution R-19-320 

 



 

 

 



 

 

EXHIBIT D 

Resolution R-20-139 

 



 

 

 


