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RE: Bedrock Transformational Sites — Underwriting Analysis

Executive Summary

Bedrock Management Services LLC (the “Developer” or "Bedrock”) has requested approximately $618 million in public
assistance to be reimbursed over 30 years for a proposed mixed-use, multi-site development in downtown Detroit (the
“Project”). The Developer has requested assistance under the Transformational Brownfield Plan (TBP) amendment to
the Michigan Brownfield Redevelopment Financing Act. SB Friedman Development Advisors (SB Friedman) has been
engaged by the Michigan Economic Development Corporation (MEDC) on behalf of the Michigan Strategic Fund (MSF)
to conduct an independent third-party financial and underwriting review of the Developer's proposed project, as
required under state statute. The goal of SB Friedman’s engagement is to conduct a sufficient review, underwriting and
financial analysis to evaluate the reasonableness of the Project’s key assumptions, the financial feasibility of the Project
with and without TBP assistance, and the financing gap/level and structure of TBP assistance required to make the
Project financially feasible.

The Developer has estimated total Project costs of $2.15 billion, for the following four components:

e One Campus Martius (OCM) Addition. A $94.8 million expansion of the 14-story OCM office building at the
corner of Gratiot Avenue and Farmer Street, consisting of approximately 270,000 square feet of office space
and 39,000 square feet of event and auditorium space.

e Book Tower. A $311.4 million historic rehabilitation of the 13-story Book Building and 38-story Book Tower
into a mixed-use development consisting of a 200-key hotel with approximately 40,000 square feet of event
space, 95 residential units, 106,000 square feet of office, 29,000 square feet of ground-floor retail, and a 400-
space above-ground parking structure at the southwest corner of Grand River Avenue and Washington
Boulevard.

e Monroe Blocks. An $830.1 million new construction development consisting of several low- and mid-rise
buildings and two high-rise towers organized around public space. Monroe Blocks will include approximately
814,000 square feet of office, 482 residential units, 169,000 square feet of retail, and 1,261 underground parking
spaces. The Monroe Blocks site is currently predominantly vacant and bounded by Monroe Street, Randolph
Street, Bates Street, Cadillac Square and Woodward Avenue.

e Hudson's Site. A $909.0 million new construction, mixed-use high-rise 52-story tower with 330 residential
units, 93,000 square feet of exhibition space, and a SkyDeck, as well as a mid-rise podium that contains 360,000
square feet of office space and 168,000 square feet of event space. Approximately 103,000 square feet of retail
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space will be included on the Hudson'’s Site, along with 711 underground parking spaces. The currently vacant
Hudson's Site is located on the southeast corner of Woodward Avenue and Grand River Avenue.

This Executive Summary is intended to provide a high-level overview of SB Friedman'’s analysis and results. Additional
detail and supporting documentation is provided in the full memorandum and associated Appendices.

APPROACH

SB Friedman evaluated the reasonableness of key pro forma assumptions by benchmarking the Developer's assumed
costs, revenues, expenses and financing assumptions against industry standards and similar first-class downtown
projects in Detroit and other Midwestern cities. SB Friedman used a variety of sources to conduct this evaluation,
including data from the Developer, SB Friedman’s in-house database with detailed underwriting metrics for similar
projects we have reviewed in the downtowns of other major Midwestern cities, information from MEDC regarding
recent and proposed downtown Detroit developments, publicly available data on additional projects, industry sources
(e.g. RS Means, Institute for Real Estate Management (IREM), PricewaterhouseCoopers), and subscriptions to data
sources (e.g., CoStar, Real Capital Analytics, Esri Business Analyst). Additional clarifying information was provided by
the Developer and its consultants through correspondence, conversations and written materials.

In addition, SB Friedman evaluated the Developer's TBP tax revenue projection assumptions using data from a Plante
Moran analysis prepared for the Developer as well as data obtained from CoStar, U.S. Census, U.S. Bureau of Labor
Statistics, Building Owners and Managers Association, STR, and data and interviews with the Detroit Assessor’s Office.

Additional detail is provided in the Methodology section.
UNDERWRITING FINDINGS
Operating Assumptions

Overall, the Developer’s assumptions regarding operating income and expenses of various components of the Project
appear to be reasonable. As would be expected for a transformative project, the assumed office, retail and residential
rents include premiums over existing product in downtown Detroit. The Project’s average residential rents on a per-
square-foot basis are anticipated to exceed the current top of the market average rents by 25-35%. Office and retail
premiums are expected to range from 0-30%+, depending on the Project component. The assumed average daily rate
for hotel rooms in the Project is equivalent to current new boutique hotel room rates downtown. The Developer’s
assumption that the Project’s hotel rooms will not command a premium over the newest property appears to be
reasonable, given that a large number of hotel rooms are proposed in downtown Detroit. This additional supply in
coming years may depress growth in room rates.

Operating expense assumptions for a majority of the components and land uses appear to be reasonable, falling within
typical ranges based on industry standards, SB Friedman'’s review of similar projects, and Developer operating data for
certain existing projects in downtown Detroit. However, the expense load for the office component of Hudson'’s Site
was substantially higher than other office space in the Project and exceeded the typical range of expenses. No additional
documentation or explanation for the additional expenses was provided, thus SB Friedman adjusted the Hudson's Site
office expenses per square foot to match those of the Monroe Blocks for the purposes of evaluating the Project’s need
for assistance.



No third-party feasibility study indicating potential revenue and expenses of the event and exhibition space was
provided by the Developer. Event and exhibition space operating data is not available through subscription databases
that provide data on other land uses. Furthermore, because the operations of such space are highly dependent upon
build out, anticipated users, and local competitive supply and demand factors, SB Friedman was not able to evaluate
the Developer's revenue and expense assumptions using comparable space in other markets. The net operating
revenue (NOI) related to event and exhibition space totals approximately 10% of the overall Project NOI. While these
revenues and expenses therefore influence Project revenues and returns, the impact of variation in event/exhibition
NOI would be less substantial than changes to assumptions for the office and residential components, which are the
predominant land uses.

The Developer's assumptions regarding the pace of absorption and stabilized vacancy for each use appear to be
reasonable, based on the absorption and vacancy of similar projects in downtown and the Detroit region, and SB
Friedman's experience with projects elsewhere. The Developer has assumed 3% annual growth in revenues and
expenses over the period of analysis; both of these escalation factors are within escalation ranges consistent with recent
and anticipated inflation rates.

Overall, the Developer has assumed the Project will achieve a substantial premium on current downtown Detroit rents,
which presents risk that the Project may not achieve pro forma rents and therefore depress equity returns. In the case
of the office program, this risk is mitigated somewhat in that the Quicken Loans family of companies is expected to be
available to lease 45-50% of the office square footage associated with the Project. However, the materials provided to
SB Friedman do not appear to indicate as clear of a risk mitigation strategy for residential rental rates. As discussed
below, SB Friedman has therefore included a rent sensitivity scenario in which the residential rents achieve only a 10%
premium above the top of the Detroit downtown market.

Construction Costs

To assess the reasonableness of the Project development costs, SB Friedman evaluated 1) whether there was sufficient
documentation from the Developer regarding the basis for the cost estimates, and 2) whether the costs, when analyzed
overall and by typical cost categories (e.g., acquisition, hard costs for core and shell, hard costs for fit-out, soft costs),
appear to be reasonable based on industry benchmarks and projects of a similar type.

The proposed Project is in preliminary stages of pre-development, with the Hudson'’s Site, Book Tower, Monroe Blocks
Phase Il and OCM Addition components in the conceptual or master plan design phase. The Monroe Blocks Phase |
component has progressed further than other components, with 100% schematic design completed. Preliminary cost
estimates for the Project are therefore based on the anticipated massing, mix of uses, and fit-out standards for the
buildings, rather than being based on more detailed design and specifications. The Developer provided contractor
estimates and supporting documentation for the Hudson's Site, Monroe Blocks and Book Tower. No contractor
estimates or backup documentation was provided for the OCM Addition.

SB Friedman compiled cost information for comparable first-class downtown mid- and high-rise projects in major
Midwestern cities (Chicago, Milwaukee, Kansas City, Minneapolis, Cincinnati), each of which represent significant new
construction or historic rehabilitation projects in those markets. To ensure an "apples to apples” comparison with the
proposed Project, SB Friedman adjusted all costs to the midpoint of Project construction (2019 for the OCM Addition
and Book Tower; 2020 for Monroe Blocks and the Hudson's Site) and to Detroit using industry indices. All costs were
allocated by land use. Following adjustments and allocation of costs by land use, a range of costs was identified by
land use. SB Friedman then calculated a weighted average of costs for the most comparable projects. Two luxury
skyscraper mixed-use condominium and luxury hotel buildings in Chicago were excluded from the analysis: the 98-



story Trump Tower Chicago, and the 94-story Vista Tower, which is currently under construction. Certain structural
design elements and costs are intrinsic to such “supertall” buildings, and both buildings provide a level of finish
appropriate for luxury condominiums but atypical of even high-end rental residential buildings.

The early stage of design requires that a certain level of cost contingency be built into the budget to account for design
changes and construction cost inflation prior to construction start. The Developer’s and contractors' stated contingency
methodology and overall contingencies appear to be reasonable for the current level of design on a percentage basis.
The contractor estimates also include an allowance to meet or make payments associated with Detroit local worker
requirements.

SB Friedman's review indicates that the estimated costs for parking within the Project ($33,600/space for above-ground
and $48,200-57,700/space for below-ground parking spaces) and the OCM Addition office space are at the high end
of typical cost ranges, but do not substantially exceed costs for peer Midwestern projects. The Developer's hard cost
estimates for event and exhibition are $587/sf for Book Tower and $815/sf for Hudson's Site. Such costs are difficult to
benchmark and evaluate because they vary widely based on anticipated uses and buildout. SB Friedman has reviewed
costs for smaller hotel-related event spaces in other projects that are similar to the Developer's range of costs, though
the event spaces are not directly comparable to what is proposed for the Project.

The Developer's cost estimates for the remaining residential, office, retail and hotel components of the Project
substantially exceed the top of the range of development costs for comparable mid- and high-rise buildings throughout
the Midwest:

e The Developer's total development costs (TDC) for the office components of the Project in the Hudson's Site,
Monroe Biocks and Book Tower range from $516-705/sf, and retail costs range from $500-705/sf. Office and
retail TDC for comparable Midwest projects ranges from $220-460/sf.

e For the residential components, the Developer’'s TDC of $572-768/sf exceed the range of $240-390/sf across
comparable projects in Midwestern cities.

e  For the hotel component, the Developer's TDC of $770/sf exceed the Midwest comparable project range of
$370-695/sf.

The Developer has provided additional documentation from contractors identifying Project-specific costs that would
result in residential, office and hotel costs in the Project exceeding first-class Midwest comparables. Such costs include
extraordinary costs related to site-specific conditions that impact foundations and the structure of the Hudson’s Site
tower; structural features related to the mix of uses, including transfer load grids above event/exhibition space; design
features integral to the Project intent, such as multiple building elements with differing setbacks on the Monroe Blocks;
and labor shortage, labor efficiency and Detroit Executive Order penalties related to the availability of skilled
construction labor in Detroit. The additional costs also include premium features, including an infinite floorplate in the
office space on the Hudson's Site, premium exterior surfaces, including terra cotta cladding on Hudson's Site and
Monroe Blocks, and luxury residential fit-out.

Certain of these costs had already been allocated to other land uses (e.g., SkyDeck and exhibition space) or already
appear to be included in the Midwest comparables figure (e.g., upgraded HVAC to meet LEED/Well standards).
SB Friedman therefore identified a subset of the extracrdinary and premium features that were not accounted for
elsewhere. These costs total approximately $296.1 million, as shown in more detail in Figure 13 on page 23, and include:



e $76.4 million in structural features related to the site, mix of uses, and design of the Project;

o $48.1 million in labor market premiums;

e $30.3 million in costs related to the Book Tower historic rehabilitation above recent historic rehabilitation costs
in Detroit; and

e $141.3 million related to premium features, materials and fit-out planned by the Developer.

SB Friedman has concluded that extraordinary costs totaling $154.8 million, associated with structural requirements and
labor, are reasonable based on site conditions and overall design requirements to meet the broad intent of the Project
in a manner consistent with the quality and character of the peer first-class projects in other downtowns. Approximately
$141.3 miltion in premium feature costs are related to design choices made by the Developer and fall outside the range
and character of peer projects. The Developer has indicated the improvements are necessary for the success of the
Project. Furthermore, the MEDC staff and City of Detroit Planning and Development Department have indicated that,
as a policy, they support the level of design and finishes proposed for the Project.

Therefore, for the purpose of evaluating the Project’s need for TBP assistance, SB Friedman adjusted the average
Midwest construction costs for office, residential, hotel and retail space upwards to account for the extraordinary and
premium feature costs identified above. Only a portion of the $296.1 million was allocated to office, residential, hotel
and retail space by the Developer's contractors and SB Friedman. The remaining costs were allocated to
exhibition/event space, parking and the OCM Addition, which were not adjusted from the Developer submittal.
Following addition of the extraordinary costs and premium features to the Midwest average cost baseline,
approximately $398.8 million of the Developer's budget has not been accounted for in the costs associated with peer
comparables or in Project-specific factors identified by the Developer. Therefore, for the purposes of evaluating the
Project's need for TBP assistance, SB Friedman has tested a scenario in which Project costs are reduced by $398.8
million, or approximately 18.5%.

Financing

The Developer identified preliminary financing sources for each component of the Project, but no documentation from
potential lenders has been provided. The historic Book Tower project is expected to be financed with Historic Tax Credit
(HTC) equity, conventional debt and Developer equity. All other Project components are anticipated to be financed
with conventional debt and equity. The Developer has not determined how the TBP revenue stream will be financed
but indicated it may be bond financed or could be considered as Project cash flow by conventional lenders. The
Developer does not expect to have formal discussions with lenders, HTC syndicators and bond underwriters until the
request for TBP assistance has been considered. One affiliate of the Developer is expected to provide all required
equity.

The Developer's financing assumptions include relatively low leverage and a relatively high amount of equity during
both construction and operations. The high level of equity commitment at the outset of construction is probably
necessary given the perceived construction and lease-up risk of a transformational project. The strong financial
commitment of the Developer is a positive for the Project. However, the debt to equity ratio may change, potentially
substantially, as Project design and costs are finalized, and as lenders underwrite the Project and propose construction
financing terms. Upon stabilization, the Project is likely to be viewed more favorably by lenders and obtain more
advantageous debt financing.

Therefore, for the purposes of evaluating the Project’s need for TBP assistance, SB Friedman adjusted the Developer's
assumed 1.5x debt coverage ratio (DCR) for permanent financing to 1.3x, which reflects more typical market terms. This
adjustment results in loan-to-value ratios more similar to recent permanent financing and refinancing terms in Detroit,
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as identified using Real Capita! Analytics. SB Friedman has reflected the reduction of equity that results from increased
leverage at conversion to permanent financing. The equity level would be likely to change further when the Developer
pursues bond or other financing for the TBP revenue stream and undertakes refinancing or sale of Project components,
though such scenarios have not been evaluated here.

TBP Revenue Projections

Overall, SB Friedman has concluded that the Developer's TBP revenue projections appear to be reasonable. Current
wages, employment sectors and employment density in downtown Detroit and the Detroit region align with the
Developer's assumptions regarding potential employment and income tax generated by employees and residents of
the Project. Assessed value assumptions for real property were reviewed based on comparable developments in
downtown and confirmed with the Detroit Assessor's Office. While SB Friedman noted several adjustments or
sensitivities to assumptions that could be made, the net effect of making these adjustments was not significant and
would not materially impact the Project’s financial returns. ‘

FINANCIAL RETURNS ANALYSIS

SB Friedman evaluated the Project’s need for TBP tax increment financing (TIF) assistance under three scenarios. In
each scenario, the office operating expenses were reduced for the Hudson's Site, permanent debt was sized using the
Developer's parameters and 1.3x DCR, and ongoing TBP assistance was recognized as annual cash flow. The scenarios
are as follows:

1. Developer Cost Scenario | We used Project costs presented by the Developer and full capture of all
available TBP benefit, as projected by Plante Moran.

2. Adjusted Cost Scenario | In this scenario, we used adjusted costs for the residential, hotel, office and retail
uses, using the average cost of first-class Midwest comparables as a baseline and then added the
extraordinary and premium feature costs applicable to each Project component. This results in a reduction
of approximately $398.8 million in costs, related to cost differences between the Project and Midwest cost
baseline that have not been specified by the Developer. TBP TIF projections were adjusted downward to
account for the reduced construction period costs and labor activity.

3. Adjusted Cost Scenario + Residential Rent Sensitivity | Using the same cost adjustments in Scenario 2,
residential rents were adjusted downward to reflect a 10% premium over existing downtown per-square-
foot rents ($2.75/sf in 2018). This sensitivity analysis evaluates the impact on financial feasibility of not
achieving the 25-35% residential rent premium currently assumed by the Developer. TBP TIF projections
were adjusted downward to account for the reduced construction period costs and labor activity. Income
tax capture assumptions were also adjusted to reflect reduced resident incomes aligning with the lower
rent assumptions.

MEDC TBP Program Guidelines specify that the leveraged annual cash-on-cash return for a project receiving TBP
assistance cannot exceed an average of 15% over the TBP assistance period. While Project financing is preliminary and
variation in any financing assumptions would impact the amount of cash equity contributed by the Developer and
potentially significantly alter the cash-on-cash returns, SB Friedman has primarily evaluated the need for TBP assistance
based on MEDC Guidelines.
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SB Friedman also considered two unleveraged return metrics, stabilized yield on cost and unleveraged IRR, to consider
the overall viability of the Project, rather than equity returns based on a particular financing structure. To account for
the mix of Project uses, SB Friedman established a range of market-appropriate, risk-adjusted rates of return for each
land use, which were then weighted in aggregate to each land uses’ percentage of overall Project net operating income.
The following ranges were established for the Project: 7.0-7.7% for stabilized yield on cost and 8.3-8.8% for unleveraged
internal rate of return. The results of the returns analysis are described below and shown in Figure 1:

1. Developer Cost Scenario | Under this scenario, Project returns without TBP assistance are below target return
thresholds, indicating the Project is not feasible without TBP assistance. With the full requested $618.0M in TBP
assistance, the Project achieves an average 9.2% cash-on-cash return through 20 years of stabilized operations
and is below the unleveraged return ranges listed above.

2. Adjusted Cost Scenario | Under this scenario, TBP assistance is reduced to $406.0 million, with assistance
ending after Year 20 of operations. The average cash-on-cash return from stabilization through Year 20 is
15.0%. The reduced assistance results in a stabilized yield on cost of 7.2%, which is within the target return
range, and unleveraged [RR of 7.9%, which is below the target range.

3. Adjusted Cost Scenario + Residential Rent Sensitivity | Under this scenario, TBP assistance totals $496.3
million, with assistance ending after Year 24 of operations. The average cash-on-cash return from stabilization
through Year 24 is 14.9%. Any additional TBP assistance in Year 25 would result'in the average cash-on-cash
return exceeding the 15.0% MEDC guideline: The reduced assistance results in a stabilized yield on cost of
7.0%, which is at the low end of the target return range, and unleveraged IRR of 7.7%, below the target range.

Figure 1. Required TBP Assistance to Achieve Financial Viability

TBP Assistance Returns with Assistance
Average
Total Construction Cash-on-  Stabilized
Development Total Period Ongoing Cash Yield on  Unleveraged
Scenario (1] Cost Assistance Assistance Assistance Return Cost [2] IRR
1 PETElopE, $2.15 8 $618.0 M $78.8 M §5392M | 92% 5.9% 6.5%
Cost Scenario
2. Adjusted $1758 $406.0'M $64.5 M $341:5'M 15.0% 7.2% 7.9%
Cost Scenario (3]
3. Adjusted
Cost Scenario + $1.758B $496.3' M $64.5 M $431.8 M 14.9% 7.0% 1.7%
Residential Rent [4)
Sensitivity
SBF RETURN BENCHMARK 7.0-77% 8.3-8.8%
MEDC TBP GUIDANCE: MAXIMUM AVERAGE TBP RETURN DURING 15 0%
ASSISTANCE PERIOD b

[1] All scenarios reflect an adjustment to Hudson's Site operating expenses and 13 DCR on permanent financing In Scenario 3, income tax
capture assumptions were adjusted to reflect reduced resident incomes aligning with the lower rent assumptions

[2] Overall project stabilization in 2024 (Year 5)

[3]/Stabilization:through 2039 (Year 20)

[4):Stabilization through'20431(Year:24);-any additional assistance lin Year:25/wouldiresultiin'an/averagei cash-on-cashireturniexceeding the
15:0%MEDC guideline

Source: Bedrock, SB Friedman
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CONCLUSIONS/RECOMMENDATIONS

The Developer's proposed Project is likely to be transformative to downtown Detroit, bringing a density of high-end
new construction and renovated product that is expected to attract new office workers, residents and tourists to
downtown. While the projected operating revenues associated with the Project are generally expected to exceed rents
achieved in existing downtown developments, the Project rents appear to be insufficient to support construction costs
associated with the Project’s mix of uses, substantial underground parking, and level of quality and design.

SB Friedman's financial analysis primarily considered the leveraged annual cash-on-cash metric. With the full Developer
estimated construction costs, and permanent financing sized using a 1.3 DCR, the Project requires the full $618.0 million
in TBP assistance to be financially viable. If costs are equal to the average of recent high-end projects in other
Midwestern cities, adjusted upward for extraordinary and premium costs associated with the Project, TBP assistance
would be reduced substantially to $406.0 million. In a scenario where the residential rents achieve only a 10% premium
above the top of the Detroit downtown market, and costs equal the Midwest cost plus extraordinary and premium
finishes scenario, approximately $496.3 million in TBP assistance is needed to achieve financial feasibility.

The Developer’s construction cost estimates for the Project substantially exceed development costs of high-end mid-
and high-rise development in major Midwestern cities, including the latest luxury residential and best-in-class office
developments in downtown Chicago. The difference in cost between the Project and peer projects appears to be related
to site-specific conditions, structural features to support the mix of uses, deterioration and other costs associated with
the historic rehabilitation of the Book Tower, labor shortage premiums, and premium exterior and interior finishes.
Approximately $112 million in costs is associated with design elements and premium finishes for the residential, office,
retail and hotel components of the Project that do not appear to contribute to the Project’s cash flow. SB Friedman
estimates that if these elements were eliminated from the Project, TBP assistance could be reduced approximately
dollar for dollar. The premium costs do not result in additional cash flow, so each additional budget dollar above a
certain level must be funded with equity and then fully serviced with TBP assistance during operations. Under guidance
from MEDC, SB Friedman's analysis includes these premium costs because of their potential transformational impact
on downtown Detroit.

Two Project components are primarily driving the financial gap and need for TBP assistance: relatively high construction
costs, including premium features, and conservative financing assumptions. While the Developer has identified certain
cost components that cause Project costs to exceed typical first-class Midwest downtown projects, nearly $400 million
in Project costs are not accounted for after adjusting the average Midwest cost baseline upward to account for
extraordinary costs and premium finishes. Furthermore, the state TBP statute allows for reductions of up to 10% in TBP
project budgets before any adjustments to TBP assistance are required. Given the range of costs identified between
the Developer submittal and typical Midwest downtown costs, adjusted for particular Project components, and the
range of TBP assistance required to achieve viability under alternate cost scenarios, it is recommended that the TBP
assistance structure be such that cost savings are reflected in the TBP assistance. In addition, there is currently great
uncertainty related to the Developer's ability to finance the TBP revenues over time; the Developer pro formas and
SB Friedman's analysis assume that the TBP revenues are not financed by a third-party entity, even after stabilization.
Changes in the financing structure would impact the amount of equity in the Project and equity returns. SB Friedman
therefore strongly recommends that the TBP assistance structure and redevelopment agreement require two “true ups”
to right-size public TBP assistance at the time costs are solidified and conversion to permanent financing occurs for
each Project component:
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Construction Cost Verification and Savings Capture | Costs could be verified at the time competitive bids
are awarded, with assistance modified based on approved bids. Alternatively, costs could instead be verified
following construction completion, comparing anticipated costs indicated in the pro formas to actual costs
incurred, at the point at which a certificate of occupancy is issued for each component of the Project. The
benefit of the latter scenario is that actual construction costs are verified, with the Developer submitting
owner’s sworn statements for all costs. It is our understanding MEDC intends to certify costs after construction
completion, and is putting a process in place to do so. In order to incentivize the Developer to reduce costs,
any cost savings could be shared between the Developer and the state at a level to be negotiated prior to
finalizing the development agreement. Construction-period assistance would be right-sized during
construction based on actual costs incurred, and any resulting reduction in assistance during operations would
first be taken from income tax revenue, as required by statute, and then real and personal property tax
revenues.

Upside Sharing | Following stabilized occupancy, a re-underwriting should be triggered when each Project
component or the Project as a whole is converted to permanent financing, is sold, is refinanced or undergoes
another financial change, such as monetization of the TBP revenues. At this point, the Project would be
evaluated using actual costs, revenues, operating expenses and financing. The Developer would be allowed to
maintain an agreed-upon return on equity (as indicated in the original underwriting or another market-
appropriate threshold), with any additional revenue — the upside — shared between the Developer and state at
a set ratio (e.g., the ratio of TBP assistance to developer equity in the Project at construction completion). This
upside sharing provision could be structured such that there would be no impacts to the Developer's ability to
finance the TBP revenue stream.
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Project Characteristics

The proposed $2.15 billion Project consists of four related components, totaling approximately 4.2 million gross square
feet, in Downtown Detroit. The Project locations are shown in more detail in Figure 2.

MONROE

BLOCKS

iR

Source: Bedrock Management Servicés LLC

PROJECT PROGRAM

Each component involved a mix of uses. The components combined include over 900 residential units, approximately
1.5 million square feet of office, 300,000 square feet of retail, 200 hotel rooms and 2,400 parking stalls. Components
also include less traditional space including event and exhibition space, a SkyDeck and public plazas. The project
program for each component is identified in Figure 3.

PROJECT SCHEDULE

The Developer has indicated the four components will be developed concurrently, with construction beginning in 2017
and completed in 2022. Figure 4 includes the project schedule for each component.

e OCM Addition. Construction is expected to begin in early 2018 and be completed in late 2019;

e Book Tower. The Developer commenced early stabilization work in early 2016 to ready Book Tower for
renovation, which is expected to begin in the first quarter of 2019 and be finished in early 2027;

e Monroe Blocks. Construction of Phase |, which includes an office tower, 136 residential units, approximately
100,000 square feet of retail and below-grade parking, is expected to begin in spring 2018, and be fully
completed in early 2021. Construction on Phase Il, which includes 346 residential units and another 44,000
square feet of retail is anticipated to begin in Summer 2019 and be completed by early 2022; and

e Hudson’s Site. The Developer broke ground on the Hudson's Site in December 2017 and the project is
expected to be completed by in mid-2022.
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Figure 3. Project Program
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Figure 4. Project Schedule
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Methodology

SB Friedman was engaged by MEDC, on behalf of the MSF, to assist with the review and underwriting of a request from
the Developer for financial assistance under the TBP amendment to the Michigan Brownfield Redevelopment Financing
Act. Our work included:

e Reviewing the Project pro formas, TBP projections, Transformational Brownfield Plan, and supporting
information;

e Conducting a conceptual review to evaluate the reasonableness of Project budgets;

e Evaluating the reasonableness of land purchase prices;

e Reviewing Project financing structures and terms;

e Analyzing Project operations and pro forma assumptions;

¢ Independently validating TBP projection calculations and assumptions;

= Conducting returns analyses and sensitivities to evaluate Project feasibility and Developer returns; and

e Recommending an appropriate level of public assistance and outlining potential structuring options.

Our methodology is outlined in the following section, with additional detail provided throughout this document. The
purpose of this section is to clearly articulate processes undertaken in the course of our review and allow for all later
sections of this document to focus specifically on the presentation of our findings and conclusions.

PROJECT PRO FORMAS, TBP PROJECTIONS, TBP PLAN, AND SUPPORTING INFORMATION REVIEW

SB Friedman conducted a detailed review of material submitted by the Developer and requested supplemental data
required for our analysis. We also engaged the Developer in subsequent conversations and correspondence to obtain
additional information to best understand and validate the underlying Project assumptions.

Key information submitted by the Developer and reviewed by SB Friedman included:

e Project pro formas | Individual live pro formas for each of the four Project components, received January 10,
2018, including development budgets, sources and uses, 10-year cash flow and underlying project assumptions.

e TBP projections | Live TBP model, prepared by Plante Moran, and received January 19, 2018, which outlined
assumptions and projected TBP tax exemptions and capture by Project component.

e TBP plan | Summary document approved October 12, 2018, detailing site plans, request for assistance,
description of costs to be paid, summary of eligible activities and job creation estimates.

Supporting documentation requested and review by SB Friedman included:

o Construction cost documentation, including:
o Walbridge estimating summary letter and opinion of probable cost for Book Tower
o Walbridge Memo: Construction Costs for the Book Building and Book Tower Redevelopment Project
o Turner Construction Company budget estimate for the Monroe Blocks, based on 100% Schematic
Design for Phase | and Master Plan-level design for Phase Il (2018)
Dharam Consulting cost estimate for Monroe Blocks Phase 1, based on 100% Schematic Design
Turner Memo: Construction Cost for the Monroe Blocks Project
SHoP Architects Hudson's Site Concept Design Narrative
Barton Malow concept design budget (2018) for the Hudson's Site
Barton Malow Memo: Construction Costs for the Hudson's Site Redevelopment Project — Rev. 3.30.18

O O O 0 O



o Dharam Consulting concept design construction cost and risk consultant report (2018) for the
Hudson's Site
o Hudson's Core and Shell Cost Benchmarking, prepared by Developer
e Concept and schematic design (when available) drawings for Hudson's Site and Monroe Blocks
e Project site plan and renderings for the OCM Addition
e Redevelopment term sheet for the Monroe Blocks (2016)
e Property transfer affidavits for Book Tower, the Monroe Blocks, and the Hudson'’s Site
o Developer affiliate fee summary used to clarify fees paid to the Developer and its affiliates
e Third-party market studies, datasets and reports used to validate Project assumptions, including:
o HR&A Residential and Retail Market Study
JLL Office Assumption and Market Demand Study
Dunn and Bradstreet office tenant data
Smith Travel Research (STR) 2017 HOST Almanac data
National Restaurant Association Operations Report
NRF Report on Wages in the Retail Industry

O O O O O

Throughout our engagement, SB Friedman also received written and verbal responses from the Developer to due
diligence questions.

CONCEPTUAL PROJECT BUDGET REVIEW

We conducted a conceptual review of Project development costs, as well as evaluated the available basis provided by
the Developer for these estimates. Our review was conceptual in that it did not involve independent cost estimating of
hard costs and was based on information from comparable projects and industry data. We reviewed the level of
design/construction estimation performed by the Developer, as well as the embedded design/construction
contingencies. We also compared estimated soft costs (i.e., architect fees, developer and affiliate fees, financing costs,
legal fees) against comparable project and industry benchmarks. Budget items were evaluated by Project component
or land use as either a percent of total development costs or on a per-gross-square-foot (GSF) or per-unit basis.

Budget line items were allocated to five SB Friedman-defined cost categories: acquisition costs, hard costs, soft costs,
financing fees, and developer fees. We also adjusted the Hudson's Site budget to reconcile with the affiliate fee
summary provided by the Developer on February 9, 2018. This resulted in an increase to the Hudson'’s Site developer
fee (including the Bedrock construction management fee and the tenant coordination fee) from $6.8 million in the pro
forma to the $28.3 million outlined in the affiliate fee summary. The difference in costs was removed from the owner
contingency line item in order to hold constant the total development cost. This adjustment is reflected in the SB
Friedman budget adjustment sections below.

To evaluate costs on a per-square-foot, per-unit, or percentage of total cost basis, SB Friedman compiled cost
information for first-class downtown mid- and high-rise projects in major Midwestern cities (Chicago, Milwaukee,
Kansas City, Minneapolis, Cincinnati), each of which represent significant new construction or historic rehabilitation
projects in those markets. Two luxury skyscraper mixed-use condominium and luxury hotel buildings in Chicago were
excluded from the analysis: the 98-story Trump Tower Chicago and the 94-story Vista Tower, which is currently under
construction. Certain structural design elements and costs are intrinsic to such “supertall” buildings, and both buildings
provide a level of finishes appropriate for luxury condominiums but atypical of even high-end rental residential
buildings.
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To ensure an “apples to apples” comparison with the proposed Project, SB Friedman used the following methodology
to allocate and adjust costs for each project individually:

e Parking costs and gross square footage were separated from other costs and land uses.

e For mixed-use projects, costs were allocated by land use (e.g., office, retail, residential), using detail from the
developer or cost estimates when available, or using gross square footage by land use.

e When possible, costs were allocated to key cost categories; in certain cases, total development costs (TDC)
were used.

o Al costs were adjusted to 2019 or 2020 dollars, whichever reflects the midpoint of construction for the relevant
component of the Project.

o Costs for projects in other Midwestern cities were adjusted to Detroit using the 2017 RS Means City Cost
Index.™

Following this process, a range of costs was established by land use for the purpose of evaluating Project costs. Two
luxury skyscraper mixed-use condominium and luxury hotel buildings in Chicago were excluded from the analysis: the
98-story Trump Tower Chicago and the 94-story Vista Tower, which is currently under construction. Certain structural
design elements and costs are intrinsic to such “supertall” buildings, and both buildings provide a level of finish
appropriate for luxury condominiums but atypical of even high-end rental residential buildings.

When an allocation of costs by land use was not provided by the Developer, SB Friedman allocated each line item using
the following methodology:

e Hard cost line items specific to a land use (i.e., office tenant improvements) were allocated to the
corresponding land use.

e Hard costs spread amongst multiple uses (i.e., core and shell) were allocated proportionately by gross
square foot (GSF).

e Hard costs relevant to all land uses (i.e., owner contingency) were allocated by the percentage of hard
costs, less contingencies.

e Soft costs and developer fees specific to a land use (i.e., retail leasing commissions) were allocated to the
corresponding land use.

e Al other acquisition, soft costs, financing costs and developer fees were distributed across land use
categories using the percentage of hard costs.

LAND PURCHASE PRICE EVALUATION

SB Friedman conducted analyses to determine the reasonableness of land purchase price by Project component. We
received and reviewed land purchase price documentation from the Developer for Book Tower, the Monroe Blocks and
the Hudson's Site. Acquisition costs were evaluated on a per-land- or per-building-square-foot basis and as a
percentage of total development costs using market-specific data available through Real Capital Analytics and CoStar,
which are subscription data services that provide data on real estate transfers. Secondarily, acquisition costs were
evaluated as a percentage of total development costs, based on comparable projects reviewed by SB Friedman.

[ RS Means is a leading provider of construction cost data and produces an annual City Cost Index indicating the relative costs of
construction in major cities as compared to the national average (which is indicated with a value of 100.0). The cost index for Detroit
in 2017 was 100.9. Cost indices for relevant cities with comparable projects are: Chicago (120.0), Kansas City (102.5), Milwaukee (102.7),
Minneapolis (105.7) and Cincinnati (89.1).
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FINANCING STRUCTURE AND TERMS REVIEW

We evaluated the reasonableness of the Developer's financing assumptions, particularly in terms of the status of
financing, maximization of debt, the presence of a reasonable amount of equity, and adherence to market terms. Our
review was based on information from recent projects reviewed by SB Friedman, industry sources that track financing
trends and commitments (i.e., American Council of Life Insurers, PricewaterhouseCoopers, RealtyRates), and market-
specific financings available through Real Capital Analytics.

CASH FLOW OPERATIONS AND PRO FORMA ASSUMPTIONS ANALYSIS

SB Friedman evaluated the appropriateness of the Developer's operating assumptions by component and by land use.
Revenue assumptions were evaluated on a per-square-foot basis, whereas expense assumptions were evaluated on a
per-square-foot and percentage of revenue basis. Revenue and expense line items were analyzed both individually and
in aggregate. Assumed occupancy rates and absorption were evaluated against market-specific historic analytic data
and market projections. Where necessary, revenue and expense items were again allocated by land use using the
methodology outlined above. For the purposes of evaluating Project returns over a 20-year period following
stabilization, as requested by MEDC, SB Friedman prepared an extended cash flow model using the Developer's
10-year cash flow and revenue and expense inflation parameters from the Developer. Full property tax payments prior
to abatements and TBP reimbursements after Year 10 were identified in the Plante Moran TBP model.

Specific data sources used in our analysis of the cash flow operations and pro forma assumptions, include:

e CoStar | Building characteristic and analytics data were evaluated, both regionally and in the Detroit CBD, to
analyze office, residential and retail market rents, occupancy, and absorption of new product.

e CompStak | Office and retail lease comp information was used to evaluate Project revenue assumptions and
the reasonableness of lease terms and structures.

e Third-Party Market Studies/Data Sources | These reports/data, including information from HR&A, HVS, Smith
Travel Research (STR) and Zimmerman and Volk, were used to evaluate hotel, residential and retail market
demand and validate revenue, expense and inflation assumptions.

e Comparable Midwestern City Project Data | Certain revenue and expense assumption benchmarks were
derived from an internal SB Friedman database of comparable projects and adjusted to account for location
factors and inflation.

e MEDC Project Data | MEDC provided SB Friedman with comparable project data within the local hotel industry.
Data was used to evaluate operating assumptions included within the Developer pro forma.

Where necessary, revenue and expense assumptions were inflated or deflated to 2018 dollars using the Developer's
inflation assumption.

TBP PROJECTIONS AND ASSUMPTIONS REVIEW

SB Friedman evaluated the reasonableness of the Developer’'s TBP projections, including all model assumptions (i.e,,
assessed/taxable value, construction and permanent employment generation, socioeconomic and demographic
characteristics of expected residents, etc.). Our review was based on data provided by the Developer and available

through other third-party sources. Data sources and a brief description of evaluated assumptions are outlined below:

e Detroit Assessors Office | We worked with the Detroit Central Business District Assessor to identify appropriate
comparable projects and associated assessment values on a per-building-square-foot or per-unit basis.
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e CoStar | CoStar data was used to identify vacancy rates of recent commercial development and basic building
characteristics in downtown and competitive suburban markets. Vacancy rates were used to evaluate the
potential likelihood that the Developer will be able to fully lease Project components.

s US Census Longitudinal Employment Household Data (LEHD) | LEHD combines payroll tax data with US
Census Bureau data to allow for analysis of age, earnings, and industry profiles by a specific geography. SB
Friedman used LEHD data to identify office employment levels in the Downtown and specific sites. In
conjunction with CoStar building data, LEHD was also used to verify the office employee per-square-foot
assumptions.

e Securities and Exchange Commission 10-K Filings | Data from 10-K filings was used to verify approximate
employee density rates for the retail and food and beverage industries. SB Friedman reviewed density rates for
types of tenants expected within Project components.

e Bureau of Labor Statistics, Quarterly Census of Employment and Wages | BLS data for Wayne County and
a four-county region was used to compare the recent sectoral distribution of office employees to the
distribution assumed in the Plante Moran model. BLS data was also used to analyze wages and wage growth
over five- and ten-year periods.

e Bureau of Labor Statistics, Consumer Expenditure Survey (CES) | SB Friedman evaluated the expected rent
to income factor for residents of the Project using BLS CES 2076 data for higher-income households.

e Building Owners and Managers Association (BOMA) | 2016 BOMA data was used to benchmark commercial
management agent costs for each component.

e State of Michigan 2018 Tax Tables | Tax tables were used to verify withholding assumptions included in the
Plante Moran model.

= National Restaurant Association Operations Report | This report was used to confirm wages for employees
within the Food & Beverage space.

e STR Host Almanac | This report was used to verify hotel wages; the Project hotel is assumed to fall within the
Luxury class.

RETURNS ANALYSES, SENSITIVITIES AND RECOMMENDATIONS

The results of the forgoing research and analysis were combined with information from the Developer's four individual
pro formas (by Project component) and incorporated into individual component-level models and a combined Project
model. These models were then used to evaluate Project feasibility (with and without assistance) and analyze return on
total development cost and return on investment for the Project overall. As part of the analysis, benchmark/hurdle rates
of return, weighted in aggregate by each component's percentage of stabilized net operating income, were derived
based on SB Friedman's experience with comparable projects and industry sources, including RealtyRates,
PricewaterhouseCoopers, and Real Estate Research Corporation. Market-appropriate terminal capitalization.rates were
derived using this same methodology and data sources.

The component-level and combined Project models were then used to conduct sensitivities, where inputs and level of
public assistance were adjusted to arrive at our conclusions and recommendations.
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Development Cost Analysis

The Developer's construction costs were estimated by three unaffiliated general contractors qualified to construct and
eligible to bid on the projects: Turner Construction, Walbridge Aldinger and Barton Malow. Costs for the Hudson's Site
and Monroe Blocks were also reviewed by Dharam Consulting. No contractor documentation for OCM Addition was
provided. The specifications and designs given to contractors for preparation of cost estimates were not provided to
SB Friedman.

For the purposes of evaluating each Project component, SB Friedman identified total development costs (TDC) in
addition to TDC net of parking costs.! SB Friedman used two primary cost metrics for key line items: costs per gross
square foot and costs as a percentage of TDC. In order to evaluate Project budgets by land use and key cost component,
SB Friedman allocated, on a gross square footage basis, costs which had not been allocated to a particular land use
and reallocated certain soft costs to better align the Developer budgets with industry data and comparable projects.

Figures 5-8 present TDC by Project component from the Developer's preliminary pro formas. According to the
Developer, budgets for Book Tower and the OCM Addition are in the conceptual design phase, the Hudson's Site costs
are based on conceptual design, though the Developer is nearly at 50% schematic design, and Monroe Blocks is at
100% schematic design for the residential component, and concept phase for all other uses. While costs for all
components except the OCM Addition were provided by general contractors, those costs were based on preliminary
design and should be evaluated with the understanding that adjustments to costs will be made as the Developer
finalizes the design for each component.

Figure 5. OCM Addition Budget

Total Development Costs (TDC)

Developer % of $ per
Development Costs [1] Budget TDC GSF [2]
Acquisition Costs $0 0% $0
Hard Construction Costs $77,166,241 81% $249
Soft Costs $12,591,131 13% $41
Financing Costs $2,092,243 2% $7
Developer Fees (3] $2,933,166 3% $9
TOTAL DEVELOPMENT COSTS (TDC) $94,782,781 100% $306

[1] Costs reflect budget provided by Developer on 01/10/2018

[2] Component does not include parking, GSF provided by Developer
[3] Includes Developer fee and fees paid to Developer-affiliated entities.
Source: Bedrock, SB Friedman

1 See the Methodology Section for a description of how costs are allocated by land use.
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Figure 6. Book Tower Budget

MEDC / Bedrock Transformational Sites — Underwriting Analysis

Total Development Costs (TDC)

TDC Net of Parking

Developer % of Developer % of $ per
Development Costs [1] Budget TDC $ per GSF Budget TDC GSF [3]
Acquisition Costs [2] $26,000,000 8% $1,045 $26,000,000 9% $1,045
Hard Construction Costs $237,237,624 76% $395 | $223,797,624  76% $515
Soft Costs $20,570,524 7% $34 $19,509,666 7% $45
Financing Costs $18,510,352 6% $31 $17,461,703 6% $40
Developer Fees [4] $9,125,744 3% $15 $8,616,295 3% $20
TOTAL DEVELOPMENT COSTS (TDC) | $311,444,245  100% $519 | $295,385,288 100% $680

{1] Costs reflect budget provided by Developer on 01/10/2018
[2] Value per square foot is shown as per land square foot

[3] Excludes parking square footage indicated in the pro forma.
[4] Includes Developer fee and fees paid to Developer-affiliated entities.

Source: Bedrock, SB Friedman

Figure 7. Monroe Blocks Budget

Development Costs [1]

Total Development Costs (TDC)

Developer
Budget

% of
TDC

$ per
GSF

TDC Net of Parking

Developer
Budget

% of
TDC

$ per GSF
(3]

Acquisition Costs {2] $1,800,001 0% $14 $1,800,001 0% $14
Hard Construction Costs $683,879,447 82% $330 | $623,088,865 75% $436
Soft Costs $69,359,213 8% $34 $64,874,919 8% $45
Financing Costs $47,996,032 6% $23 | $43,729,627 5% $31
Developer Fees [4] $27,056,522 3% $13 $24,738,817 3% $17
TOTAL DEVELOPMENT COSTS (TDC) $830,091,215 100% $401 | $758,232,230 91% $531

[1] Costs reflect budget provided by Developer on 01/10/2018
[2] Value per square foot is shown as per land square foot.

[3] Excludes parking square footage indicated in the pro forma.
[4] Includes Developer fee and fees paid to Developer-affiliated entities.

Source: Bedrock, SB Friedman

Figure 8. Hudson's Site Budget

Total Development Costs (TDC)

TDC Net of Parking

Developer % of $ per Developer % of $ per GSF
Development Costs [1] Budget TDC GSF Budget TDC [3]
Acquisition Costs (2] $15,000,000 2% $158 |  $15,000,000 2% $158
Hard Construction Costs $796,872183  88% $626 | $756,156,365 88% $674
Soft Costs $40,944,942 5% $32 | $39,254,591 5% $35
Financing Costs $49,187,880 5% $39 | $46,584,762 5% $42
Developer Fees [4] $6,975,536 1% $5 $5,052,729 1% $5
TOTAL DEVELOPMENT COSTS (TDC) $908,980,541 100% $714 | $862,170,883  100% $769

[1] Costs reflect budget provided by Developer on 01/10/2018
[2] Value per square foot is shown as per land square foot.

[3] Excludes parking square footage indicated in the pro forma.
[4] includes Developer fee and fees paid to Developer-affiliated entities.

Source: Bedrock, SB Friedman
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HARD COSTS BY LAND USE

Development budgets were evaluated by land use to ensure consistency between benchmark data and Project
components. Costs by land use, per component, are provided in Figure 9. For each land use, a range of location-
adjusted costs per GSF for comparable first class mid- and high-rise downtown projects in Midwest cities are presented.
Costs are inflated to the midpoint of construction for the appropriate Project component. All costs allocated to a land
use are presented net of parking and parking square footage.

Figure 9. Comparable Development Cost Table

Hard Costs/GSF TDC/GSF

2019%
OCM Addition $256 $316
Book Tower $473 $634
Midwestern Comparable Project Range $165 - 330 $210 - 445
2020%
Monroe Blocks $419 $516
Hudson's Site $591 $705
Midwestern Comparable Project Range $170 - 330 5220 - 460

Hard Costs/GSF TDC/GSF

2019%

=Ml Book Tower $478 $628
E Midwestern Comparable Historic Rehabilitation Project Range $150 - 185 $190 - 265
i 2020%

Al Monroe Blocks $480 $572

$660 $768
$180 - 280 $240 - 390
Hard Costs/GSF TDC/GSF

Hudson's Site
Midwestern Comparable Project Range

2019%
Book Tower $461 $619
Midwestern Comparable Project Range $195 - 255 $270 - 420
2020%
Monroe Blocks $405 $500
Hudson's Site $588 $705
Midwestern Comparable Project Range $200 - 265 $275 - 430

Source: Bedrock, SB Friedman
Office

Office TDC ranges widely by Project component, from approximately $316/GSF for the OCM Addition to $705/GSF for
the Hudson's Site. For comparable Midwest projects, TDC ranged from $220-460/GSF in 2020 dollars, with an average
of $380/GSF. OCM Addition is the only component with costs within range of comparable office development in the
Midwest. Total development costs for office space in each of the other three components are significantly higher,
ranging from $516-705/GSF, substantially exceeding costs of Midwest Comparable project costs.

SB Friedman evaluated costs allocated specifically to office tenant improvements (T1) to ensure those costs were within
a reasonable range. Tl allowances for the Project ranged from $44-64/GSF. Tl varies across markets and is a function
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of rent, lease terms and quality of space. Comparable projects and industry data suggests Tl of approximately $45-
55/GSF is common. The Hudson's Site is the only component with Tl ($64/GSF) above this range; the Tl allowance for
Hudson's Site appears to be reasonable given typical variation in office Tl and higher rents for this component.

Residential

Residential TDC ranges from $570-770/GSF for Project components, with hard costs ranging from $480-660/GSF, with
the highest costs/GSF on the Hudson's Site. Book Tower TDC and hard costs were benchmarked against historic rehab
residential projects in major Midwest cities. Midwestern comparable historic rehabilitation projects ranged from $190-
265 TDC/GSF, less than half the costs included in Book Tower estimates on a per-square-foot basis. Historic
rehabilitation imposes additional developer risk that new construction does not; however, the spread in costs between
Book Tower and comparable projects exceeds typical risk contingencies. The Developer did not provide any additional
information to clarify the cost differential between Midwestern comparables and component costs.

Compared against similar Midwest projects, the costs appear well above average, with the Monroe Blocks TDC/GSF
146% greater than the high end of the benchmark range and Hudson'’s Site TDC/GSF 197% greater than the benchmark
range. Irrespective of the TDC or hard cost metric, Monroe Blocks and Hudson’s Site costs are nearly double the
expected range.

Retail

Retail project costs by component ranged from approximately $500-705/GSF. Again, costs were 16-64% above the
$270-430/GSF range for comparable projects.

SB Friedman evaluated retail tenant improvements as a function of retail GSF. The benchmark range for retail space in
similar Midwest projects is $65-95/GSF. The Project components all included T allowances within the range, varying
from $40-88/GSF. The highest Tl per GSF rate is projected for the Hudson's Site, which is to be expected given the
higher rents in the component.

Hotel

Hotel TDC for Book Tower is $770/GSF, 11% above the high end of the Midwest comparable project range of $370-695
per gross square foot. Benchmark ranges are from historic rehabilitation/conversion and new construction projects
previously reviewed by SB Friedman or provided by MEDC. Hotel costs and comparable project ranges are identified
in Figure 10 below. The analysis excludes square footage of the food and beverage space within Book Tower and the
associated $38.6 million in food and beverage specific hard costs.

Figure 10. Hotel Comparable Development Cost Table

Hard Costs/GSF TDC/GSF

2019%
Book Tower $587 $770
Midwestern Comparable Project Range $240-485 $370-695
Source: Bedrock, MEDC, SB Friedman
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Parking

Parking construction costs were evaluated on a per-stall basis. Costs for Project components vary from $34,000-
58,000/stall, as indicated in Figure 11, with a majority of the variation related to whether the parking structure is above
or below ground. Book Tower is the only component with above ground parking and the cost per stall ($33,600) is 12%
above the benchmark range. Monroe Blocks and the Hudson’s Site both have below ground parking. The Developer
indicated in preliminary budgets that the high number of stalls in a small space would require a stackable parking
system and higher than normal hard costs for parking. The Monroe Blocks cost per stall is within range at $48,000/stall,
however the Hudson’s Site is above benchmark range by 15%.

Figure 11. Parking Comparable Development Cost Table

o, oyl
Book Tower (above ground) $13,440,000 $ 33,600
Monroe Blocks (below ground) $60.790,581 $ 48,208
Hudson's Site (below ground) $41,040,169 $ 57,722
Above Ground Benchmark $20,000-$30,000
Below Ground Benchmark $30,000-$50,000

Source: Bedrock, SB Friedman
Events/Exhibition Space

Hudson'’s Site will include exhibition space featuring immersive installations, flexible private event space and a publicly
accessible observation deck with wrap-around views. Monroe Blocks includes a meeting center within the office tower
for use by tenants of the tower. The hard costs per GSF varied from $203-815 in different Project components, as shown
in Figure 12. The Developer indicated the OCM Addition costs are lower than other components due to the event
space being considered supplemental office meeting space and not the unique exhibition space included in the
Hudson's Site. Costs for event and exhibition space are difficult to benchmark and evaluate because they vary widely
based on anticipated uses and buildout. The Developer’s hard cost estimates for event and exhibition space appear to
be high on a per-square-foot basis, particularly for Hudson's Site, but SB Friedman has reviewed costs for smaller hotel-
related event spaces in other projects which are similar to the Developer's range of costs, though the event spaces are
not directly comparable to what is proposed for the Project.

Figure 12. Events/Exhibition Comparable Development Cost Table

Hard Costs Hard Costs/GSF

OCM Addition $8,673,723 $203
Book Tower $29,224,705 $587
Hudson's Site $136,923,203 $815

Source: Bedrock, SB Friedman

Contingency

Contingency is included as a line item within hard costs for each component. SB Friedman evaluates contingency as a
percentage of hard costs. A reasonable design contingency as a percentage of hard costs varies depending on the

level of design work completed to date. At the schematic design stage, a design contingency of 10% may be reasonable,
while only 5% design contingency would be reasonable at design development; higher contingencies would be

SB Friedman Development Advisors 21



MEDC / Bedrock Transformational Sites — Underwriting Analysis

appropriate during the conceptual design stage. Contractor contingencies are typically equal to 3-5% of hard costs. An
additional owner-level contingency of 5% is also common, with higher contingencies included for projects where there
are environmental or other conditions that are unknown and could impact costs.

The contingencies specifically listed in the Project budgets or contractor estimates are generally within the ranges
stated above. However, budget line items varied by component, and certain contractor estimates did not specify each
level of contingency. Therefore, it appears certain contingencies may have been built into the baseline hard cost
estimates. Under SB Friedman'’s cost adjustments for the purposes of evaluating the Project's need for public assistance
(as described below), contingencies were included with all other Project costs before overall costs were reduced to
benchmark ranges.

HARD COST ADJUSTMENTS

SB Friedman's review of Project hard costs indicates that the Developer cost assumptions for certain Project
components exceed costs for similar construction projects in downtown Midwestern cities by a substantial margin.
While it is difficult to evaluate costs of special purpose space (e.g., event space, exhibition space), costs for mid- and
high-rise construction of office, residential, retail and hotel components in Detroit would not be expected to vary to
the extent seen from other projects in the Midwest.

The Developer has provided additional documentation from contractors identifying Project-specific costs that would
result in residential and office costs in the Project exceeding first-class Midwest comparables. Such costs include
extraordinary costs related to site-specific conditions that impact foundations and the structure of the Hudson's Site
tower; structural features related to the mix of uses, including transfer load grids above event/exhibition space; and
design features integral to the Project intent, such as multiple building elements with differing setbacks on the Monroe
Blocks. The additional costs also include premium features, including an infinite floorplate in the office space on the
Hudson's Site, premium finishes, including terra cotta cladding on Hudson’s Site and Monroe Blocks, and luxury
residential fit-out. Certain of these costs had already been allocated to other land uses (e.g., SkyDeck and exhibition
space) or already appear to be included in the Midwest comparables figure (e.g., upgraded HVAC to meet LEED/Well
standards). SB Friedman therefore has not included certain costs that the Developer identified as extraordinary, as they
had already been accounted in our analysis. Extraordinary costs and premium features that are specific to the Project
and that have not been accounted for elsewhere total approximately $296.1 million, as shown in Figure 13.
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Figure 13. Extraordinary and Premium Project Costs

Project Element Project Component(s) Cost
Extraordinary Costs

Structural Features related to Substandard Soil Conditions | Hudson's Site, Monroe Blocks $10,013,800
Structural Features to Support Mix of Uses and Design Hudson's Site, Monroe Blocks $42,997,200
Vertical Transportation related to Mix of Uses and Design Hudson's Site, Monroe Blocks $23,408,800
Deterioration, Fagade Restoration, Etc Book Tower $16,341,309
Building Systems Configuration Book Tower $13,944,174
Labor Market Premiums hileisenistiehioniEelbior:e! Book $48,107,490

Tower

Premium Exterior Surfaces Hudson's Site, Monroe Blocks $98,824,800
Infinite Office Floorplate and Premium Office Design Hudson's Site, Monroe Blocks $26,146,400
Luxury Residential Interior Fit-out Hudson's Site $16,300,000
Total Extraordinary and Premium Costs Identified by Developer [2] $296,083,972

[1] Includes anticipated labor shortages that would increase the cost of labor, declines in labor efficiency related to complexity of Project,
and contributions under the City of Detroit Executive Order Workforce Target,

[2] Excludes extraordinary and premium feature costs that are accounted for elsewhere in SB Friedman'’s analysis

Source: Bedrock, Walbridge, Turner Construction Company, Barton Malow SB Friedman

SB Friedman has concluded that the extraordinary costs totaling $154.8 million, associated with structural requirements
and labor, are reasonable based on-site conditions and overall design requirements to meet the broad intent of the
Project in a manner consistent with the quality and character of the peer first-class projects in other downtowns. The
approximately $141.3 million in premium feature costs are related to design choices made by the Developer and fall
outside the range and character of peer projects. The Developer has indicated the improvements are necessary for the
success of the Project. Furthermore, the MEDC staff and City of Detroit Planning and Development Department have
indicated that, as a policy, they support the level of design and finishes proposed for the Project.

Therefore, for the purpose of evaluating the Project’s need for TBP assistance, SB Friedman adjusted the average
Midwest cost base for office, residential, hotel and retail space upwards to account for all the extraordinary and
premium feature costs in Figure 13. Only a portion of the $296.1 million was allocated to office, residential, hotel and
retail space by the Developer's contractors and SB Friedman. The remaining costs were allocated to exhibition/event
space, parking and the OCM Addition, which were not adjusted from the Developer submittal. Following addition of
the extraordinary costs and premium features to the Midwest average cost baseline, approximately $398.8 million of
the Developer's budget has not been accounted for in the costs associated with peer comparables or in Project-specific
factors identified by the Developer. Therefore, for the purposes of evaluating the Project’s need for TBP assistance, SB
Friedman has tested a scenario in which Project costs are reduced by $398.8 million, or approximately 18.5%.

Figure 14 identifies the average cost of Midwest comparables by land use. It also shows the adjusted Project costs by
component and land use following the addition of extraordinary costs and premium features to the Midwest cost base.
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Figure 14. Adjusted Cost Scenario (TDC per Square Foot)

Residential Office Retail Hotel
2019 Midwest Cost Base $355 $365 $365 $615
(Average of comparables)
Adjusted Book Tower [1] $445 $455 $455 $705
OCM Addition $316
2020 Midwest Cost Base $370 $380 $370
(Average of comparables)
Adjusted Monroe Blocks [1] $429 $467 $439
Adjusted Hudson’s Site [1] $531 $485 $380

[1] TDC per square foot, plus extraordinary costs and premium features
Source: SB Friedman

Using the adjusted TDC per square foot defined in Figure 14, SB Friedman interpolated new hard costs and total
development costs for each Project component. Hard costs and TDC for the Adjusted Cost Scenario and the original
Developer budget are included in Figure 15.

Figure 15. Adjusted Midwest Hard Costs and TDC

Adjusted Cost Adjusted Cost

Developer

Developer

Scenario Scenario
Hard Costs TDC Hard Costs TDC
OCM Addition $77,166,241 $94,782,781 $77,166,241 $94,782,781
Book Tower $237,237,624 $311,444,245 $180,740,831 $254,614,576
Monroe Blocks $683,879,447 $830,091,215 $570,276,184 $716,936,687
Hudson's Site $775,485,013 $908,980,541 $549,431,439 $680,146,831
TOTAL $1,773,768,324 $2,145,298,782 $1,377,614,695 $1,746,480,875

Source: Bedrock, SB Friedman

The hard costs included in the Adjusted Cost Scenario are incorporated in the cost analysis by line item moving forward.
ACQUISITION COSTS

Land acquisition costs were included for three Project components: Book Tower, Monroe Blocks and Hudson’s Site.
Acquisition costs have been evaluated on a per-land-square-foot basis and as a percentage of total development costs.

Book Tower has the highest acquisition costs, reflecting the purchase of an existing building from a private entity, rather
than vacant land. Acquisition costs for Book Tower are approximately 8% of original TDC and 10% of the revised TDC
for the Project component. According to property transfer affidavits provided by the Developer, the site was acquired
from a private entity in 2015 for $25.1 million. The Book Tower component also required acquisition of a $928,000
community center. Book Tower acquisition costs are within the expected range as a percentage of total costs and
therefore are considered appropriate.

Acquisition costs for the Monroe Blocks and Hudson'’s Site have a low percentage of TDC because all or portions of
the sites were acquired directly from the City of Detroit at a discounted value. Both properties were well below
comparable Midwestern project ranges for typical percentage of total development costs. Furthermore, land transfer
prices (per land square foot) for the Monroe Blocks ($1/SF) and the Hudson's Site ($14/SF) appear to be well below the
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acquisition price of recent redevelopment site land transfers reported through Real Capital Analytics, which were in
excess of $50/SF.

Figure 16 below includes acquisition costs for the Project components as well as the range seen in recent comparable
Midwestern projects. Overall, the land acquisition costs are favorable to the projects and the relatively low overall costs

for land should help limit total development costs for the Project.

Figure 16. Land Acquisition Cost as a Percentage of TDC by Scenario

Acquisition Costs % of Acquisition Costs % of
Developer TDC Adjusted TDC
Book Tower 8.3% 10.2%
Monroe Blocks 0.2% 0.3%
Hudson's Site 1.7% 2.2%
Midwest Comparable Project Range 5-13%

Source: Bedrock, SB Friedman
SOFT & FINANCING COSTS

Soft and financing costs are typically evaluated as a percentage of TDC. Project component soft costs and financings
fees per TDC ranged from 10-15% of total development costs and 13-16% in the Adjusted Cost Scenario. According to
the Developer budget, the component with the highest cost ratio is the OCM Addition which appears to be the result
of lower structural costs and lack of acquisition costs, given that the project is an expansion of an existing structure.
Book Tower, Monroe Blocks and Hudson's Site are all within a typical range. Figure 17 includes soft costs and financing
fees by Project component, in addition to the percentage of TDC.

Figure 17. Soft and Financing Costs as a Percentage of TDC by Scenario

Soft Costs & Soft Costs/ Soft Costs/
Financing Developer TDC Adjusted TDC
OCM Addition $14,683,374 15% 15%
Book Tower $39,080,877 13% 15%
Monroe Blocks $117,355,245 14% 16%
Hudson's Site $90,132,822 10% 13%
Midwestern Comparable Project Range 8-20%

Source: Bedrock, SB Friedman

DEVELOPER & CONSULTING FEES

Developer fees for each Project component range from 1-3.5% of total costs (net of acquisition costs) according to the
original budgets provided. SB Friedman included fees paid directly to Bedrock or affiliated consultants in the developer
fee, which include the following:

« Tenant Coordination Fee | Fees paid for coordination of alfl tenant construction, design and review of prepared

space plans.
o Incentive Coordination Fee | Fees paid for providing services in connection with any economic incentive

pursued.
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e Standard Developer Fee | General overhead fee.
o Internal Financing Fee | Fees paid for providing services in connection with any financing pursued.
¢ Construction Management Fee | Developer-side CM fee (separate from GC CM fee).

Comparable Midwestern projects evaluated by SB Friedman consistently include developer fees between 2-4% of TDC,
net of acquisition costs. In SB Friedman's experience, projects with larger budgets typically have smaller developer fees
as a percentage of TDC. The combined developer fee for the Project overall does not exceed 4%, but is a high dollar
figure given the magnitude of the Project components.

Despite the original developer fees proposed by the Developer falling within a reasonable range, the developer fees
for Hudson's Site, Monroe Blocks and Book Tower surpassed 4% after adjusting costs and reallocating certain fees that
are paid to the Developer but were originally included as soft costs. Developer and consultant fees must be limited to
4% of the total development cost of the project according to the MSF and Michigan Treasury, therefore SB Friedman
limited such fees to 4%.

The adjustment to the developer fee ultimately reduced TDC for Book Tower, Monroe Blocks and Hudson's Site. The
revised and original developer fees are included in Figure 18 below.

Figure 18. Developer Fees Provided in the Developer Budget

Developer Fee % of Developer | Adjusted % of Adjusted
Costs [1] Developer Fee [2] Costs [1,2]
OCM Addition $2,933,166 32% $2,933,166 3.2%
Book Tower $9,125.744 33% $8,792,868 4.0%
Monroe Blocks $27,056,522 3.4% $27,505,257 4.0%
Hudson's Site $6,975,536 0.8% $25,582,570 4.0%
SB Friedman Comparable Projects 4.0% 4.0%
MSF Regulatory Limit 4.0% 4.0%

[1] Developer fee is calculated as a percentage of total hard costs, soft costs and financing costs
[2] Includes Developer fee and fees paid to Developer-affiliated entities
Source: Bedrock, SB Friedman

In addition to developer and consultant fees, the Developer provided an Affiliated Fees Summary which identifies other
fees paid to Bedrock or its affiliates, which includes office and retail leasing commissions. SB Friedman evaluated leasing
commission assumptions as a percentage of revenue. Figure 19 below identifies the leasing commission per by Project
component and land use, in addition to SB Friedman benchmarks based on industry standards.

Figure 19. Leasing Fees as a Percentage of Revenue

Office Leasing

Commissions L€ [c;; Ret Retail LC :'zce:/: [c;;
((19)
Book Tower $1.416,531 5% $428,144 5%
Hudson's Site $6,818,331 4% $2,186,151 3%
SB Friedman Comparable Projects 2-6% 2-6%

[1] Assumes 10-year lease term
Source: Bedrock, SB Friedman
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Related party fees collectively total more than $86.5 million in developer fees and leasing commissions paid to the
Developer or associated parties.

CONCLUSION: DEVELOPMENT COST ANALYSIS

For the purposes of evaluating the Project’s need for public assistance, SB Friedman adjusted the Developer’s costs for
residential, office, hotel and residential land uses to the average of the Midwestern cost range. Costs were then adjusted
upward to reflect demonstrated extraordinary and premium feature costs. The Midwestern adjusted costs were based
on extraordinary costs identified by the Developer above what would be seen in other projects and markets. The
remaining difference between the $2.15 billion in costs according to the Developer submittal and the $1.75 billion
assumed by SB Friedman per the Adjusted Cost Scenario is the result of unspecified extraordinary or premium costs
associated with the office, retail, residential and hotel uses. SB Friedman did not modify costs associated with other
land uses included in the Project.
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Proposed Financing Sources

The Developer anticipates financing the Project with a combination of conventional debt financing, equity generated
from federal historic tax credits, and developer/investor (cash) equity. SB Friedman reviewed the financing assumptions,
particularly in terms of the status of financing, maximization of debt, the presence of a reasonable amount of equity,
and adherence to market terms, using market data and information from recent comparable projects. Additional detail
regarding the Developer’s preliminary financing sources is described below:

e Construction Debt | The Developer anticipates obtaining interest-only construction loans for each Project
component, the terms of which are presented in Figure 20 below. Per the Developer, term sheets from
potential lenders are not available as only prefiminary conversations with lenders have occurred. The Developer
is assuming that construction debt will be sized as a percentage of loan-to-cost (LTC), ranging from 44.2-
55.0%, depending on the Project component. This assumption appears conservative based on recent projects
reviewed by SB Friedman, as well as data from RealtyRates and Real Capital Analytics, where LTC assumptions
for construction financing have ranged from 65-75%. The Developer indicated that the lower LTC assumptions
are due to the risk involved with this Project, as well as the large amount of non-traditional space (i.e., exhibition
and event space). Interest rates appear reasonable based on recent transactions in downtown Detroit and
industry data, where interest rates have consistently ranged from 4.5-50% for both construction and
permanent financing. SB Friedman accepted the Developer's construction debt assumption due to the
perceived lease-up and development risk associated with the Project.

Figure 20. Construction Debt Assumptions

Project Component Loan to Cost Interest Rate Term

OCM Addition 53.4% 4.49% 29 months
Book Tower 45.0% 5.0% 68 months
Monroe Blocks 55.0% 5.0% 72 months
Hudson'’s Site 44.2% 5.0% 84 months

Source: Bedrock

e Permanent Debt | The Developer’s pro forma ultimately sizes the amount of available permanent debt based
on a 1.5 debt coverage ratio (DCR) and stabilized net operating income, net of TBP revenues. Per the Developer,
the lower level of leverage is again attributable to the risk associated with the Project. However, leverage
assumptions appear conservative when compared to comparable projects where DCRs typically range from
1.25-1.30. Permanent loan conversion would occur at stabilization, at which point the Developer is assuming
the Project will benefit from high rents and occupancy. With the development risk and lease-up risk minimized,
it would be expected that the Project would achieve more favorable debt financing terms. The Developer
assumes a 30-year amortization for all components, with interest rates ranging from 5.0-5.5%. The longer
amortization is favorable to the Project and interest rates are largely within typical 4.5-5.0% ranges, with the
exception of the Hudson's Site, which appears to be somewhat conservative.

For the purposes of this underwriting analysis, permanent debt was sized using a 1.3 DCR. This adjustment
results in loan-to-value ratios more similar to recent permanent financing and refinancing terms in Detroit, as
identified using Real Capital Analytics. All other financing assumptions were determined to be reasonable.
Conversion from construction to permanent financing results in refinancing proceeds that reduce the initial
equity investment. Distribution of the refinancing proceeds and the reduced equity investment are reflected in
the SB Friedman underwriting analysis. Permanent debt assumptions are presented in Figure 21.
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Figure 21. Permanent Debt Assumptions

Amortization

Project Component  Developer DCR Adjusted DCR Interest Rate

OCM Addition 1.5 1.3 5.0% 30 years
Book Tower 1.5 1.3 5.0% 30 years
Monroe Blocks 1.5 1.3 5.0% 30 years
Hudson's Site 1.5 13 5.5% 30 years

Source: Bedrock

» Historic Tax Credits | The Developer is pursuing federal historic tax credits for the rehabilitation of Book Tower
and estimates approximately $218.0 million in qualified eligible expenses. Term sheets from potential tax credit
investors were not available; however, the Developer is assuming awarded tax credits will be valued at $0.70
per credit, resulting in $30.5 million in HTC benefit. This represents approximately 9.8% of total sources within
the Developer’s budget.

Current HTC pricing is impacted by a number of market-driven and project-specific factors; however, the
assumed pricing appears to be conservative. In recent projects reviewed by SB Friedman, pricing for federal
credits following the December 2017 tax bill has ranged from $0.80-0.85/credit. However, there is continuing
uncertainty within the market regarding recent changes to the HTC program and the federal tax code that
could impact the marketability and pricing of credits, particularly now that HTCs are amortized over a 5-year
period.

e Developer/Investor Equity | Remaining Project costs will be financed with cash equity from the Developer.
Equity, as a percentage of total development sources, is high when compared to more conventional projects;
however, this is a factor of the perceived risk during construction, which is limiting construction financing. As
discussed above, conversion to permanent debt will result in refinancing proceeds which would be payable to
equity investors, thereby reducing their long-term investment in the Project during operations.

e Bond Proceeds | The Developer stated that bond financing against TBP revenues could be pursued; however,
such bonding was not reflected within the Developer's pro forma. Per the Developer, this was because there
is some uncertainty regarding how the market will value the TBP revenue streams. Presumably, the cost of
funds associated with bond financing would be below that of cash equity. Therefore, bond proceeds would
likely reduce the developer/investor equity in the Project resulting in a lower initial investment and a higher
rate of return on remaining capital.

Project sources used within the SB Friedman Project returns analysis, reflecting the adjustments outlined above, are
presented in Figures 22 and 23.
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Figure 22. Project Sources — Developer Cost Scenario

Without TBP Refinancing With TBP Refinancing
Construction % Permanent % Proceeds Construction % Permanent Proceeds
OCM ADDITION
TOTAL $94,782,781 100% $94,782,781 100% $91,172,295 100% $91,172,295 100%
Debt $50,602,564 53% $67,479,152 71% $16,876,588 $48,675,000 53% $67,479,152 74% $18,804,152
Equity $44,180,217 47% $27,303,629 29% $42,497,295 47% $23,693,143 26%
BOOK TOWER
TOTAL $311,444,245  100%  $311,444,245 100% $300,344,271 100%  $300,344,271 100%
Debt $140,149,910 45%  $174,815035 56% $34,665,125 $135,154,922 45%  $174,815,035 58% $39,660,113
HTC Equity $140,772,799 45%  $106,107,674 34% $135,755,611  45% $96,095,498 32%
Equity $30,521,536 10% $30,521,536 10% $29,433,739 10% $29,433,739 10%
MONROE BLOCKS
TOTAL $830,091,215  100% $830,091,215 100% $803,263,320 100%  $803,263,320 100%
Debt $456,550,168 55% $510,971,028 62% $54,420,859 $441,794,826 55%  $510,971,028 64% $69,176,201
Equity $373,541,047 45%  $319,120,188 38% $361,468,494 45%  $292,292,293 36%
HUDSON'S SITE
TOTAL $908,980,541 100% $908,980,541 100% $871,696,153 100%  $871,696,153 100%
Debt $401,601,423 44%  $465,643,587 51% $64,042,164 $385,128,614 44%  $465,643,587 53% $80,514,974
Equity $507,379,118 56%  $443,336954 4% $486,567,539 56%  $406,052,566 47%
TDC $2,145,298,782 $2,066,476,039

[1] Debt assumes 1.5 debt coverage ratio based on stabilized year net operating income
[2] Historic tax credit equity held constant as percentage of total development costs

[3] Remainder of project sources assumed to be developer/investor equity

Source: Bedrock, SB Friedman

Figure 23. Project Sources - Adjusted Cost Scenario

Without TBP Refinancing With TBP Refinancing
Construction % Permanent % Proceeds Construction % Permanent Proceeds
OCM ADDITION
TOTAL $94,782,781 100% $94,782,781 100% $91,172,295 100% $91,172,295 100%
Debt $50,602,564 53% $67,479,152  71% $16,876,588 $48,675000 53% $67,479,152 74% $18,804,152
Equity $44,180,217 47% $27,303629 29% $42,497,295 47% $23,693,143 26%
BOOK TOWER
TOTAL $254,614,576  100% $254,614,576 100% $246,157,999 100%  $246,157,999 100%
Debt $114,576,559 45% $174,815,035 69% $60,238,476 $110,771,099 45%  $174,815,035 71% $64,043,936
HTC Equity $115,085,788 45% $54,847,313  22% $111,263,415  45% $47,219,480 19%
Equity $24,952,228 10% $24,952,228 10% $24,123,484 10% $24,123,484 10%
MONROE BLOCKS
TOTAL $716,936,687  100% $716,936,687 100% $690,254,367 100%  $690,254,367 100%
Debt $394,315,178 55% $510,971,028 71% $116,655,850 $379,639,902 55%  $510,971,028 74% $131,331,126
Equity $322,621,509 45%  $205,965660 29% $310,614,465 45%  $179,283,339 26%
HUDSON'S SITE
TOTAL $680,146,831 100% $680,146,831 100% $654,439,804 100%  $654,439,804 100%
Debt $300,499,211 44%  $465,643,587 68%  $165,144,376 $289,141,455 44%  $465,643,587 71%  $176,502,132
Equity $379,647,620 56%  $214,503,244 32% $365,298,348 56%  $188,796,216 29%
TDC $1,746,480,876 $1,682,024,464
[1] Debt assumes 1.5 debt coverage ratio based on stabilized year net operating income
[2] Historic tax credit equity held constant as percentage of total development costs
[3] Remainder of project sources assumed to be developer/investor equity
Source: Bedrock, SB Friedman
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FINANCING CONCLUSIONS

Uncertainty exists regarding the overall financing of the Project, particularly in terms of financing terms, tax credit
pricing and the potential bonding of TBP revenue streams. Overall, the Developer's financing assumptions include
relatively low leverage and a relatively high amount of equity during both construction and operations. The high level
of equity commitment at the outset of construction is probably necessary given the perceived construction and lease-
up risk of a transformational project. The strong commitment of the Developer is a positive for the Project.

However, the debt to equity ratio at conversion to permanent financing is conservative and the Project would likely
achieve a higher debt coverage ratio than the 1.5 currently assumed by the Developer, particularly given the Project’s
high rent and occupancy assumptions. As discussed above, for the purposes of this underwriting analysis, permanent
debt was sized using a 1.3 DCR. This adjustment resuits in loan-to-value ratios more similar to recent permanent
financing and refinancing terms in Detroit, as identified using Real Capital Analytics. SB Friedman has reflected the
reduction of equity that results from increased leverage at conversion to permanent financing

The remaining financing assumptions appear reasonable; however, these assumptions may change, potentially
substantially, as Project design and costs are finalized, as lenders underwrite the Project and propose construction
financing terms and as the Developer pursues bond or other financing for the TBP revenue stream. For the purpose of
this analysis, SB Friedman accepted the Developer's assumption that TBP assistance will be self-funded. Given the
uncertainties associated with the fong-term financing, uncertainties which are reasonable given the risk levels of the
project as pioneering in many ways in downtown Detroit, SB Friedman will later discuss reset mechanisms and actions
upon sale and refinancing to protect the state from over-subsidizing the project.
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Review of Developer TBP Projections

The Developer provided SB Friedman with a model prepared by Plante Moran used to estimate assistance for each of
the six forms of financial assistance over the course of the 30-year TBP period. The TBP revenue projection model is
dependent on a series of assumptions including taxable value per unit, employment, wages, residential income,
residential capture rates and occupancy rates. SB Friedman reviewed each assumption to determine reasonableness.
Basic tax rate and abatement assumptions were verified directly with MEDC and the State of Michigan.

TAXABLE VALUE

The Developer provided taxable value on a per-unit, -stall, -key or -square-foot basis. Original assumptions by land
use are included in Figure 29 below.

Figure 29. Developer Taxable Value by Component

Monroe Monroe

A(?dcit'\inon Book Tower Block Block Hu:iizn’s

Phase 1 Phase 2
Office/Commercial ($/SF) $34 $40 $40 $40 $40
Retail ($/SF) $40 $40 $40 $40 $40
Residential ($/unit) $55,000 $55,000 $55,000 $55,000 $75,000
Hotel ($/5F) $50 $50 $50 $50 $50
Parking ($/space) $6,800 $6,800 $6,800 $6,800 $6,800

Source: Bedrock, SB Friedman

As mentioned above, SB Friedman worked with the Detroit Assessors Office to review the taxable value assumptions
provided by the Developer. A summary of SB Friedman benchmarks is included in Figure 30 by land use.

Figure 30. SB Friedman Taxable Value Benchmark

SBF . " .
Benchmark Properties included in SBF Analysis
Office/Commercial ($/SF) $40 OCM, One Kennedy Square, 150 W Jefferson, One Detroit Center
Residential ($/unit) $37,000 The Scott at Brush Park
Hotel ($/SF) $40 Foundation Hotel, David Whitney Building, Hilton Garden inn
. 2 Detroit Garage, 1000 Franklin, Port Atwater Parking,
Parking ($/space) $7,000 TRk

Source: Bedrock, Detroit Assessors Office, SB Friedman

Comparing the Developer assumptions against the Detroit benchmarks, the only taxable value assumption significantly
different is the taxable value per unit rate for residential. The Developer taxable value assumption for residential ranges
between $55,000 and $75,000. Benchmark data for stabilized downtown new construction development was
unavailable at the time of analysis. Instead, SB Friedman used a slightly modified value per unit the Developer provided
for the Scott at Brush Park, located in Midtown. The SB Friedman adjustment changed taxable value per unit from
$48,000 to $37,000 by removing parking to isolate non-parking value. As the calculated taxable value was nearly half
the value of either of the Developer assumptions for taxable value, SB Friedman worked with the Assessor's Office to
reconcile assumptions. The Assessor's Office stated high rent downtown residential units are generally between
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$100,000 and $125,000 market value per unit, which is roughly between $50,000 and $62,000 taxable value. Using the
Assessor's Office back of the envelope values, the Project components are all within range except Hudson's Site which
has a 20% premium over existing value.

The office taxable value per-square-foot assumption in the OCM Addition is slightly below the benchmark, $34 as
opposed to $40, and will be addressed with the potential adjustments.

POTENTIAL ADJUSTMENTS

SB Friedman evaluated each assumption within the Plante Moran model. Basic industry assumptions were quickly
validated, such as the percentage of hard costs attributed to wages and ongoing vacancy rates. Other assumptions
which include more variability within the data and required a closer look. A summary of specific items evaluated is

located in Figure 31 below.

Figure 31. SB Friedman Taxable Value Benchmark

Assumption Developer SBF Benchmark
Wages [1]

Hotel $24,000 $21,000

Retail $26,000 $24,000

Office $85,000 $92,000

Food & Beverage $25,000 $17,000

Event/Auditorium/Exhibition $40,000-68,000

Commercial Management Agent (CMA) $4.00 / SF $3.80 /SF
SF per Employee

Office 175-200 200-400

Retail 164 150-200

Food & Beverage 160 140
Wage Growth Rate 2% 2%
Resident Rent-to-Income Factor 25% 20%
Withholding Rates 3.7-3.875% 3.6-3.85%

[1] Annual wage unless otherwise noted
Source: Bedrock, Detroit Assessors Office, SB Friedman

Using SB Friedman benchmark research, each of the following assumptions was considered as a potential adjustment.

e Taxable Value | The only taxable value per unit rates proposed by the Developer below SB Friedman
benchmarks is the taxable value per parking stall rate for all components and the office taxable value per
square foot for the OCM Addition. The difference between parking taxable value was de minimis and would
not impact real property taxes. The 2017 taxable value for OCM Phase | is $36 per square foot and the newest
product fully assessed, One Kennedy Square, has a taxable value of $40 per square foot. Based on SB Friedman
conversations with the Assessor's Office the taxable value of the OCM Addition is likely to reflect the One
Kennedy Square taxable value, indicating the taxable value is below appropriate levels in the Plante Moran
model.

« Withholding Rates | The model provided by Plante Moran incorporated approximate withholding rates
calculated using rough wage estimates early in the model design process. In the course of evaluating the
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projections, SB Friedman adjusted the withholding rates to values which aligned with final salary assumptions
to identify if the adjustment impacted TBP revenue.

* Employee Composition & Wages

o The original model assumed Rock Family of Companies employees would occupy 20% of office space
within the Project components. During the course of SB Friedman's analysis, the Developer indicated
the Family of Companies would likely occupy 50% of office space. Maintaining the Bedrock
methodology for calculating office employee incomes, income would decrease from $85,000 per
employee to $79,000.

o Wage estimates included in the Developer source materials were from either 2016 or 2013 datasets.
Inflating the wages to 2017 values would create a more meaningful baseline for analysis, to then be
inflated 2% annually as is currently modeled.

s Office Employment Density | The Plante Moran model assumes a higher density (175 SF/employee) in the
OCM Addition as opposed to the other Project Components. The difference is attributed to the higher
percentage of Rock Family of Companies employees anticipated within the OCM Addition, which are assumed
to occupy 135 SF per employee rather than the traditional 200-250 SF standard. In the event the number of
Rock Family of Companies employees increases above the projected 20% of total employees within Project
components, the density of employees within the components will also increase.

e Rent-to-Income Factor | The Developer has assumed residents of the Project will have household incomes of
approximately $125,000, based on applying a rent-to-income factor of 25% to the anticipated rents. BLS CES
data indicates households with higher incomes ($75,000+) only spend 20% of their income on housing. 5B
Friedman elected to not adjust the rent-to-income factor to match the BLS CES rate as it would ultimately
increase wage projections to an unlikely level given the high rent PSF rate.

o The 25% rent-to-income factor did remain a slight concern given that wages for Project component
employees are expected to range between $25,000 and $85,000 annually and the Developer is
assuming 10% of employees within Project components will also live within a component.

o Large units could offset the difference between individual wages and household wages necessary, as
the household size is likely to be 2+ people in each unit. However specific detail on target residents
and household size was not included in Developer materials.

e Live-Work Ratio | Existing LEHD live-work data for the Detroit Central Business District (CBD) indicates less
than 2% of the people who currently work in the CBD also live in the CBD. The Developer has projected 10%
of office employees will both live and work in Project components. This assumption could be reasonable, given
that the Project will provide a new stock of residential units that will likely be attractive to CBD office works. In
the event the live-work factor is lower than 10%, the Project will yield higher income and withholding captures
than the Developer currently assumes.

Applying these potential adjustments to the Developer assumptions resulted in only marginal differences (<1%) in total
projected TBP assistance over the 30-year period (undiscounted). Many of the adjustments were offsetting, with one
adjustment increasing and another decreasing the amount of TBP revenue generated by the Project. Given the
uncertainty related to all projections and absence of significant change, all assumptions included within the Plante
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Moran model appear to be reasonable for the purposes of estimating likely TBP revenues and evaluating public
assistance.

TBP MODEL ADJUSTMENTS

Following SB Friedman's adjustments to hard costs for Book Tower, Monroe Blocks and the Hudson's Site, the TBP
Projections were modified to reflect a reduced sales tax exemption on construction materials and reduced revenue
from construction period tax capture reimbursement.
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Developer Capacity

SB Friedman reviewed at a high level the Developer's capacity to undertake the Project. Bedrock Real Estate Services is
a full-service developer with in-house design, engineering, finance, development, leasing and property management
capabilities. Materials provided by the Developer indicate a staff of approximately 450, with roughly half of those
devoted to property management. While detailed information was not provided, the Developer has been involved in
the rehabilitation and development of many recent projects in downtown Detroit, including residential, office, retail
and hotel space. Organizationally, it appears the Developer has the staff capacity and experience to execute several
development projects of varying uses simultaneously.

The Developer's CEO/Managing Partner provided a letter indicating that they have the financial capacity to undertake
the Project as proposed using a combination of conventional financing and equity. It is SB Friedman’s understanding
that one affiliated party will provide all cash equity required for the Project. SB Friedman requested that the Developer
provide at least three references related to financial relationships and public-private partnerships. A reference letter
from JP Morgan Chase indicates the entity has provided banking services to the Developer and the Quicken Loans
Family of Companies since 2005 and affirms the Developer's reputation and track record of undertaking a range of
high quality projects in downtown Detroit. No other references were provided to SB Friedman. However, based on the
number of Detroit projects undertaken by the Developer and their anticipated source of equity, it appears likely the
Developer has the financial capacity to undertake the Project as proposed if appropriate sources of conventional
financing can be identified through existing or new lending relationships.
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Need for Financial Assistance

SB Friedman evaluated the Project's need for TBP TIF assistance under two scenarios. In each scenario, the office
operating expenses were reduced for the Hudson's Site, permanent debt was sized using the Developer's parameters
and 1.3x DCR, and on-going TBP assistance was recognized as annual cash flow. The scenarios are as follows:

1.

Developer Cost Scenario | Project costs presented by the Developer. Full capture of all available TBP benefit,
as projected by Plante Moran.

Adjusted Cost Scenario | Adjusted costs for the residential, hotel, office and retail uses, using the average cost
of first-class Midwest comparables as a baseline and then added the extraordinary and premium feature costs
applicable to each Project component. This results in a reduction of approximately $398.8 million in costs,
related to cost differences between the Project and Midwest cost baseline that have not been specified by the
Developer. TBP TIF projections were adjusted downward to account for the reduced construction period costs
and labor activity.

Adjusted Cost Scenario + Residential Rent Sensitivity | Using the same cost adjustments in Scenario 2,
residential rents were adjusted downward to reflect a 10% premium over existing downtown per-square-foot
rents ($2.75 per square foot in 2018). This sensitivity analysis evaluates the impact on financial feasibility of not
achieving the 25-35% residential rent premium currently assumed by the Developer. TBP TIF projections were
adjusted downward to account for the reduced construction period costs and labor activity. Income tax capture
assumptions were also adjusted to reduced resident incomes aligning with the lower rent assumptions.

SB Friedman typically uses one or more of the following return metrics to evaluate the need for public assistance:

1.

Unleveraged Internal Rate of Return (IRR) | This is the rate of return or discount rate for a project, accounting
for initial expenditures to construct the Project (total project costs, net of HTC equity) and ongoing cash inflows
(annual net operating income [NOI] before debt service), as well as a hypothetical sale (reversion) of the Project
at the end of the analysis period.

Stabilized Yield on Cost | This metric is calculated by dividing NOI before debt service in the first year of
stabilized operations by total project costs (net of HTC equity) and is an indicator of the annual overall retumn
on investment for the Project.

Leveraged Internal Rate of Return | This is the annualized rate of return the Project’s non-HTC equity investors
would be projected to realize over their full investment period, including an assumed hypothetical sale of the
Project at the end of the analysis period.

Stabilized Cash-on-Cash Return | This metric indicates the annual cash return to non-HTC equity investors
once the Project reaches stabilization and is calculated by dividing net cash flow (after debt service) in a given
year by the total cash equity investment.

MEDC TBP Program Guidelines specify that the leveraged annual cash-on-cash return for a project receiving TBP
assistance cannot exceed an average of 15% over the life of the Project, stated as 20 years. While Project financing is
preliminary and variation in any financing assumptions would impact the amount of cash equity contributed by the
Developer and potentially significantly alter the cash-on-cash returns, SB Friedman has primarily evaluated the need
for TBP assistance based on MEDC's Guidelines.
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SB Friedman also considered two unleveraged return metrics, stabilized yield on cost and unleveraged IRR, to consider
the overall viability of the Project, rather than equity returns based on a particular financing structure. To account for
the mix of Project uses, SB Friedman established a range of market-appropriate, risk-adjusted rates of return for each
land use, which were then weighted in aggregate to each land uses’ percentage of overall Project net operating income.
The following ranges were established for the Project: 7.0-7.7% for stabilized yield on cost and 8.3-8.8% for unleveraged
internal rate of return.

For the purposes of sizing TBP assistance for the Project, SB Friedman has considered 2024 to be the first stabilized
year of operations for the Project overall. In this year, each of the Project components have reached stabilized
occupancy and TBP projections have also stabilized. SB Friedman has assumed reversion in Year 24 of operations for
each component to align with MEDC's guidelines of a 20-year Project horizon. Reversionary values are based on Year
25 NOI, net of TBP assistance, capitalized at a weighted terminal cap rate ranging by Project component from 6.8-7.3%.
TBP assistance that occurs in Year 25 and beyond has been discounted to Year 24, using the terminal capitalization
rate and added to cash flow in the reversion year. This treatment of future TBP revenue reflects the price a potential
seller would pay for the ongoing TBP revenue streams.

The results of the returns analysis are described below and shown in Figure 32:

1 Developer Cost Scenario | Under this scenario, Project returns without TBP assistance are below target return
thresholds, indicating the Project is not feasible without TBP assistance. With the full requested $618.0M in TBP
assistance, the Project achieves an average 9:2% cash-on-cash return through 20 years of stabilized operations
and is below the unleveraged return ranges listed above.

2, Adjusted Cost Scenario | Under this scenario, TBP assistance is reduced to $406.0 million, with assistance
ending after Year 20 of operations. The average cash-on-cash return from stabilization through Year 20 is
15.0%. The reduced assistance results in a stabilized yield on cost of 7.2%, which is within the target return
range, and unleveraged IRR of 7.9%, below the target range.

3. Adjusted Cost Scenario + Residential Rent Sensitivity | Under this scenario, TBP assistance totals $496.3
million, with assistance ending after Year 24 of operations. The average cash-on-cash return from stabilization
through Year 24'is 14.9%. Any additional TBP assistance in Year 25 would result in the average cash-on-cash
return exceeding the 15.0% MEDC guideline. The reduced assistance results in a stabilized yield on cost of
7.0%, which is at the low end of the target return range, and unleveraged IRR of 7.7%, below the target range.
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Figure 32. Required TBP Assistance to Achieve Financial Viability

TBP Assistance Returns with Assistance
Average
Total Construction Cash-on-  Stabilized
Development Total Period Ongoing Cash Yield on Unleveraged
Scenario [1] Cost Assistance Assistance Assistance Return Cost [2] IRR
b el $2.15 B $618.0 M $78.8 M §5302M | 92% 5.9% 6.5%
Cost Scenario
2. Adjusted $1.758B 4060 M $64.5M $3415 M 15.0% 72% 7.9%
Cost Scenario (3]
3. Adjusted
Cost Scenario + $1.75B 54963 M $64.5M $431.8M 14.9% 7.0% T7%
Residential Rent 4
Sensitivity
SBF RETURN BENCHMARK 7.0-7.7% 8.3-8.8%
MEDC TBP GUIDANCE: MAXIMUM AVERAGE TBP RETURN DURING 15.0%
ASSISTANCE PERIOD o0

(1] All scenarios reflect an adjustment to Hudson's Site operating expenses and 1.3 DCR on permanent financing. In Scenario 3, income tax
capture assumptions were adjusted to reflect reduced resident incomes aligning with the lower rent assumptions.

[2] Overall project stabilization in 2024 (Year 5)

[3]'Stabilization through 2039 (Year 20)

[4] Stabilization through 2043 (Yeadr 24), any additional assistante in'Year 25 would result in an'average cash-onscash reéturn exceeding the
15.0% MEDC guideline

Source: Bedrock, SB Friedman
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Conclusions and Recommendations

The Developer's proposed Project is likely to be transformative to downtown Detroit, bringing a density of high-end
new construction and renovated product that is expected to attract new office workers, residents and tourists to
downtown. While the projected operating revenues associated with the Project are generally expected to exceed rents
achieved in existing downtown developments, the Project rents appear to be insufficient to support construction costs
associated with the Project's mix of uses, substantial underground parking, and level of quality and design.

SB Friedman's financial analysis primarily considered the leveraged annual cash-on-cash metric. With the full Developer
estimated construction costs, and permanent financing sized using a 1.3 DCR, the Project requires the full $618.0 million
in TBP assistance to be financially viable. If costs are equal to the average of recent high-end projects in other Midwest
cities, adjusted upward for extraordinary and premium costs associated with the Project, TBP assistance would be
reduced substantially to $406.0 million. In a scenario where the residential rents achieve only a 10% premium above
the top of the Detroit downtown market, and costs equal the Midwest cost plus extraordinary and premium finishes
scenario, approximately $496.3 million in TBP assistance is needed to achieve financial feasibility.

The Developer's construction cost estimates for the Project substantially exceed development costs of high-end mid-
and high-rise development in major Midwestern cities, including the latest luxury residential and best-in-class office
developments in downtown Chicago. The difference in cost between the Project and peer projects appears to be related
to site-specific conditions, structural features to support the mix of uses, deterioration and other costs associated with
the historic rehabilitation of the Book Tower, labor shortage premiums, and premium exterior and interior finishes.
Approximately $112 million in costs is associated with design elements and premium finishes associated with the
residential, office, retail and hotel components of the Project that do not appear to contribute to the Project’s cash
flow. SB Friedman estimates that if these elements were eliminated from the Project, TBP assistance could be reduced
approximately dollar for dollar. The premium costs do not result in additional cash flow, so each additional budget
dollar above a certain level must be funded with equity and then fully serviced with TBP assistance during operations.
Under guidance from MEDC, SB Friedman’s analysis includes these premium costs because of their potential
transformational impact on downtown Detroit.

Two Project components are primarily driving the financial gap and need for TBP assistance: relatively high construction
costs, including premium features, and conservative financing assumptions. While the Developer has identified certain
cost components that cause Project costs to exceed typical first-class Midwest downtown projects, nearly $400 million
in Project costs are not accounted for after adjusting the average Midwest cost baseline upward to account for
extraordinary costs and premium finishes. Furthermore, the state TBP statute allows for reductions of up to 10% in TBP
project budgets before any adjustments to TBP assistance are required. Given the range of costs identified between
the Developer submittal and typical Midwest downtown costs, adjusted for particular Project components, and the
range of TBP assistance required to achieve viability under alternate cost scenarios, it is recommended that the TBP
assistance structure be such that cost savings are reflected in the TBP assistance. in addition, there is currently great
uncertainty related to the Developer's ability to finance the TBP revenues over time; the Developer pro formas and
SB Friedman's analysis assume that the TBP revenues are not financed by a third-party entity, even after stabilization.
Changes in the financing structure would impact the amount of equity in the Project and equity returns. SB Friedman
therefore strongly recommends that the TBP assistance structure and redevelopment agreement require two “true ups”
to right-size public TBP assistance at the time costs are solidified and conversion to permanent financing occurs for
each Project component:

e Construction Cost Verification and Savings Capture | Costs could be verified at the time competitive bids
are awarded, with assistance modified based on approved bids. Alternatively, costs could instead be verified
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following construction completion, comparing anticipated costs indicated in the pro formas to actual costs
incurred, at the point at which a certificate of occupancy is issued for each component of the Project. The
benefit of the latter scenario is that actual construction costs are verified, with the Developer submitting
owner's sworn statements for all costs. It is our understanding MEDC intends to certify costs after construction
completion and is putting a process in place to do so. In order to incentivize the Developer to reduce costs,
any cost savings could be shared between the Developer and the state at a level to be negotiated prior to
finalizing the development agreement. Construction-period assistance would be right-sized during
construction based on actual costs incurred, and any resulting reduction in assistance during operations would
first be taken from income tax revenue, as required by statute, and then real and personal property tax
revenues.

e Upside Sharing | Following stabilized occupancy, a re-underwriting should be triggered when each Project
component of the Project as a whole is converted to permanent financing, is sold, is refinanced or undergoes
another financial change, such as monetization of the TBP revenues. At this point, the Project would be
evaluated using actual costs, revenues, operating expenses and financing. The Developer would be allowed to
maintain an agreed-upon return on equity (as indicated in the original underwriting or another market-
appropriate threshold), with any additional revenue — the upside — shared between the Developer and state at
a set ratio (e.g., the ratio of TBP assistance to developer equity in the Project at construction completion). This
upside sharing provision could be structured such that there would be no impacts to the Developer's ability to
finance the TBP revenue stream.
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APPENDIX

LIMITATIONS OF OUR ENGAGEMENT

Our deliverables are based on estimates, assumptions and other information developed from research of the market,
knowledge of the industry, and meetings/teleconferences with the Michigan Economic Development Corporation and
the Developer during which we obtained certain information. The sources of information and bases of the estimates
and assumptions are stated in the deliverables. Some assumptions inevitably will not materialize, and unanticipated
events and circumstances may occur; therefore, actual results achieved during the period covered by our analysis will
necessarily vary from those described in our report, and the variations may be material.

The terms of this engagement are such that we have no obligation to revise analyses or the deliverables to reflect
events or conditions that occur subsequent to the date of the deliverable. These events or conditions include, without
limitation, economic growth trends, governmental actions, changes in state statute or City ordinance, additional
competitive developments, interest rates, and other market factors. However, we will be available to discuss the
necessity for revision in view of changes in the economic or market factors affecting the proposed project.

Our deliverables are intended solely for your information, for purposes of reviewing a request for financial assistance,
and is not a recommendation to issue bonds or other securities. The report should not be relied upon by any other
person, firm or corporation, or for any other purposes. Neither the report nor its contents, nor any reference to our
Firm, may be included or quoted in any offering circular or registration statement, appraisal, sales brochure, prospectus,
loan, or other agreement or document intended for use in obtaining funds from individual investors without our prior
written consent.

We acknowledge that upon submission to the MEDC, the report may become a public document within the meaning

of the Freedom of Information Act. Nothing in these limitations is intended to block the disclosure of the documents
under such Act.
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Figure A1. SB Friedman Inflation Factors

H;l'd Cost Non-Hard Cost
Adjustment ;
) Adjustment Factor
Factor
2017 1.00 1.00
2016 1.05 1.02
2015 110 1.03
2014 115 1.02

Source: SB Friedman, Turner Construction, BLS

Figure A2. SB Friedman Location Factors

Cincinnati Detroit Kansas City

Chicago
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Milwaukee Minneapolis Omaha

Source: RS Means, SB Friedman
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