CITY OF BESSEMER
O-RDINANCE NO. 388
TAX EXEMPTION ORDINANCE
ADOPTED: September 23,2024

An Ordinance to provide for a service charge in lieu of taxes for a housing
project for low income persons and families to be financed with an Authority Aided Loan or
an advance or grant from the Authority pursuant to the provisions of the State Housing
Development Authority Act of 1966 (1966 PA 346, as amended; M.C.L. 125.1401, et seq)
(the “Act”)

THE CITY OF BESSEMER, GOGEBIC COUNTY, MICHIGAN, ORDAINS:
SECTION 1. NAME

This Ordinance shall be known and cited as the “City of Bessemer Tax Exemption

Ordinance for Iron Belle Apartments.”
SECTION 2. PREAMBLE

Itis acknowledged that itis a proper public purpose of the State of Michigan and its
political subdivisions to provide housing for its low income persons and families and to
encourage the development of such housing by providing for a service charge in lieu of
property taxes in accordance with the Act. The City of Bessemer is authorized by this Act to
establish or charge the service charge to be paid in lieu of taxes by any or all classes of
housing exempt from taxation under this Act at any amount it chooses, not to exceed the
taxes that would be paid but for this Act. It is further acknowledged that such housing for
low income persons and families is a public necessity, and as the City of Bessemer will be
benefitted and improved by such housing, the encouragement of the same by providing
real estate tax exemption for such housing is a valid public purpose. It is further
acknowledged that the continuance of the provisions of this Ordinance for tax exemption

and service charge in lieu of all ad valorem taxes during the period contemplated in this



Ordinance are essential to the determination of economic feasibility of the housing
projects that are to be constructed with financing extended in reliance on such tax

exemption.

The City of Bessemer acknowledges that the sponsor (as defined below) has
offered, subject to receipt of a Mortgage loan from the Michigan State Housing
Development Authority, to acquire, construct, own and operate the housing project
identified as the Iron Belle Apartments on certain property located about 200 yards south
of the Bessemer City Hall, in Bessemer, Michigan. The specific real estate is further
identified by Tax Parcel number 2751-16-503-010, which will serve low income persons and
families, and the Sponsor has offered to pay the City of Bessemer on account of this
housing project an annual service charge for public services in lieu of all ad valorem

property taxes.
SECTION 3. DEFINITIONS

A. “Authority” means the Michigan State Housing Development Authority.

B. “City” means the City of Bessemer, Michigan

C. “Sponsor” means Bucknell Enterprise LLC/LDHC

D. “Low Income Persons and Families” means persons and families eligible to
move into and occupy the housing project units pursuant to the current HUD
and MSHDA guidelines.

E. “Mortgage Loan” means a loan or grant made or to be made by the Authority
or a commercial bank, to the Sponsor for the acquisition, construction
and/or permanent financing of the housing project, and secured by a

mortgage on the housing project.
SECTION 4. CLASS OF HOUSING PROJECTS

Itis determined, that the class of housing projects to which the tax exemption shall
~ apply are multiple family projects, with six or more units, constructed new after the
adoption of this ordinance. The housing projects shall pay a service charge which shall be
paid to the City in lieu of real estate taxes. This class of housing projects shall be
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exclusively occupied by Low Income Persons and Families, so long as, the housing projects
are financed with a Mortgage Loan provided by the Authority. It is further determined that

the Iron Belle Apartments is of this class of qualified housing projects.
SECTION 5. ESTABLISHMENT OF ANNUAL SERVICE CHARGE

The housing project identified as Iron Belle Apartments and the property on which it
is/or will be located shall be exempt from all ad valorem real estate taxes from and after the
commencement of construction. The City acknowledges that the Sponsor and the
Authority have established the economic feasibility of the housing project in reliance upon
the enactment and continued effect of this Ordinance, and the qualification of the housing
project for exemption from all ad valorem property taxes and a payment in lieu of taxes as
established in this Ordinance. Therefore, in consideration of the Sponsor’s offer to acquire,
construct and operate the housing project, the City agrees to accept payment of an annual
service charge for public services in lieu of all ad valorem property taxes. Subject to receipt
of a Mortgage Loan, the annual initial service charge shall be 50% of the cash flow after
debt service or 50% of the limited dividend payment received by Sponsor, which ever is
larger. This obligation shall start the first full year after an occupancy permit is issued for
the building. After five years, the City may elect to receive a fixed amount of $2500.00
annually, commencing on the sixth year and thereafter, so long as the mortgage remains on
the real estate, and except as provided herein. After the mortgage is paid in full and a
release filed, commencing January 1% of the following year, the real estate shall be subject
to all real estate taxes and the PILOT payment shall terminate. Likewise in the event of
_ dissolution or sale of the property by the Sponsor, the PILOT payment (annual service
charge) shall terminate, and the subject property shall be subject to all applicable real

estate taxes.
SECTION 6. CONTRACTUAL EFFECT OF THIS ORDINANCE

Notwithstanding the provision of Section 15(a)(5) of the Act to the contrary, a
contract between the City and the Sponsor with the Authority as a third party beneficiary

under the contract, to provide tax exemption and accept payments in lieu of taxes, as



previously described, is effectuated by enactment of this Ordinance which shall not be

changed, so long as the mortgage is attached to the real estate, except as provided herein.

SECTION 7. LIMITATION ON PAYMENT OF SERVICES CHARGES

Notwithstanding Section 5, the service charges to be paid each year in lieu of taxes
for the part of the housing project that is tax exempt but which is occupied by other than
low income persons or families shall be equal to the full amount of the taxes which would

be paid on that portion of the housing projects if the housing project were not tax exempt.
SECTION 8. PAYMENT OF SERVICE CHARGES

The annual service charge in lieu of taxes as determined under this Ordinance shall
be payable in the same manner as general property taxes are payable to the City and
distributed to the several units levying the general property tax in the same proportion as
prevailed with the general property tax in the previous calendar year. The annual payment
for each operating year shall be paid on or before May 1, of the following year. Collection
procedures shall be in accordance with the provisions of the General Property Tax Act

(1893 PA 206 as amended; MCL 211.1, et seq.)
SECTION 9. DURATION

This Ordinance shall remain in effect and shall not terminate so long as a Mortgage

Loan remains on the property (maximum of 30 years), except as otherwise provided herein.
SECTION 10. SEVERABILITY

The various sections and provisions of this Ordinance shall be deemed to be
severable, and should any section or provision of this Ordinance be declared by any court
of competent jurisdiction to be unconstitutional or invalid the same shall not affect the
validity of this Ordinance as a whole or any section or provision of this Ordinance, other

than the section or provision so declared to be unconstitutional or invalid.

SECTION 11. INCONSISTENT ORDINANCES



All ordinances or part of ordinances inconsistent or in conflict with the provisions of

this Ordinance are repealed to the extent of such inconsistency or conflict.

SECTION 12. EFFECTIVE DATE

This Ordinance shall become effective on upon publication, as provided by the City

Charter.

Dated: September 23, 2024

Attested true copy:

First Reading: September 9, 2024
Public Hearing: N/A
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Published: October 3, 2024
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