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SUBJECT: Approval of Resolution authorizing application from Production Tool Supply Company
LLC dba Berkshire eSupply for an Industrial Facilities Tax Exemption Certificate for an
approximately 210,000 square foot facility to be located along 14 Mile Road and related
Agreement concerning Industrial Facilities Tax Abatement.

SUBMITTING DEPARTMENT: City Assessor

CITY MANAGER APPROVAL:%@(

BACKGROUND INFORMATION:

Infroduction and History

An application has been filed by Production Tool Supply Company LLC dba Berkshire eSupply.
(applicant) for an Industrial Facilities Tax Exception Certificate (IFEC) for real property and

personal property to be located on parcels 50-22-01-200-018, 50-22-01-200-026 and 50-22-01-200-
027 on 14 Mile Road. The property’s legal description is as follows:

The parcels have the following legal descriptions:

50-22-01-200-018

TIN, R8E, SEC 1 E 7 ACRES OF W 20 ACRES OF N 36 ACRES OF NE FRC 1/4 EXC
THAT PART OF FOL DESC PCL WHICH LIES NLY OF LINE DESC AS BEG AT PT DIST
N 87-24-30 E 914.28 FT & S 02-35-30 E 140 FT FROM N 1/4 COR, TH N 87-24-30 E
212.72 FT, TH N 87-24-30 £ 173 FT, TH N 02-35-30 W 25 FT, TH N 87-24-30 E 250 FT,
TH N 02-35-30 W 30 FT, TH N 87-24-30 E 100 FT TO PT OF ENDING 5.83 A1-18-94
FR 004

50-22-01-200-026

TIN, R8E, SEC 1 ALL THAT PART OF E 200 FT OF W 13 ACRES OF N 36 ACRES OF
NE 1/4 LYING ELY & SLY OF FOL DESC LINE DESC AS BEG AT PT DIST N 87-24-30 E
510.34 FT & S 02-00-18 W 357.82 FT & S 04-53-41 W 49.91 FT & N 85-06-19 W 30 FT
& S 04-53-41 W 600 FT & S 85-06-19 E 30 FT & S 04-53-41 W 1100 FT & S 85-06-19 E
410 FT & N 04-53-41 E 800 FT & S 85-06-19 E 20 FT FROM N 1/4 COR, TH N 04-53-
41 E 900 FT, TH N 85-06-19 W 20 FT, TH N 04-53-41 E 49.91 FT, TH ALG CURVE TO
LEFT, RAD 3958.72 FT, CHORD BEARS N 02-55-51 E 271.35 FT, DIST OF 271.40 FT,
TH N 87-24-30 E 210 FT TO POINT OF ENDING 0.60 A10-5-94 FR 003

50-22-01-200-027

TIN, R8E, SEC 1 ALL THAT PART OF S 80 ACRES OF N 116 ACRES OFNE FRC 1/4
WHICH LIES ELY OF FOL DESC LINE BEG AT PT DIST N 87-24-30 E 510.34 FT & S 02-
00-18 W 357.82 FT & S 04-53-41 W 49.91 FT & N 85-06-19 W 30 FT & S 04-53-41 W
600 FT & S 85-06-19 E 30 FT & S 04-53-41 W 1100 FT & S 85-06-19 E 410 FT FROM N
1/4 COR, TH N 04-53-41 E 800 FT, TH S 85-06-19 E 20 FT, TH N 04-53-41 E 900 FT TO
POINT OF ENDING EXC BEG AT SE COR OF SD S 80 ACRES OF N 116 ACRESOF



NE FRC 1/4 TH N 500 FT, TH W 250 FT, TH S 100 FT, TH W 400 FT, TH S 400 FT, TH E
650 FT TO BEG 50.60 A10-5-94 FR 007

Total acres is approximately 60.2 acres

The parcels of land is situated within the SEHN Novi LLC Industrial Development District,
established on November 27, 2017. The request was submitted by the applicant on October 10,
2017.

The real property improvement investment is $35,000,000 and the personal property investment is
$10,000,000, for a total investment of $45,000,000.1 The real property consists of a real property
improvements with a proposed 210,000+ square foot facility.

This property will serve as a logistical “just-in-time” optimization center and will be developed as a
state-of-the-art construction and configured into approximately 210,000 square feet of offices,
warehousing and distribution facilities. Approximately $35,000,000 will be used for the cost into
the building improvements, not including costs associated with purchasing the land.

The land is pending a current purchase agreement set to close in late December 2017/early
January 2018 due to continuing due diligence efforts. Any resolution approved by City Council to
move forward the abatement application will include a directive to Assessor Lohmeier to hold
said resolution for a period up to 90 days until closing of property purchase by applicant of IFEC
before sending the resolution and approved application to the State of Michigan as the
applicant must be the owner of the property. This condition of the resolution being approved has
been fully discussed with applicant.

The project proposed in this application would be eligible for consideration of an IFEC under the
provision of the City’s Property Tax Incentive Policy (Policy) and Public Act 198 and as identified
as a New Facility. The above applied for real property and personal property improvements
meet the City’s Policy for both real property and personal property.

Because this is a new location for the applicant, this project will result in 0 jobs being retained at
this facility. This new facility will result in an expected 240 new jobs created at this facility.2
Granting this request will result in an increase in the tax base of the city and should bring
economic benefits to the city and to other service oriented businesses.

Term of Abatement
The applicant is requesting a 12-year abatement, and has signed the City’s incentive agreement
which requires the additional four (4) years of business residence after the certificate expires.

Tax Delinquencies and Savings
To the best of staff’s knowledge, there are no delinquent taxes owed by the applicant within the City
of Novi.

If this abatement is granted for the 12-year maximum the potential real and personal property
tax savings for the applicant will be approximately $5,075,000, over the term of the certificate.
Additional real and personal property tax revenue for the city will be approximately $1,200,000,
over the term of the certificate. Due to the passage of personal property tax laws in 2014, there
is a strong probability that the personal property will be exempt immediately for ad valorem
taxes. This being assumed the additional real property tax revenue for the city wil be
approximately $1,040,000 over the term of the certificate.

! See attached listing.
% See included Supplemental Questions responding to the City’s Policy.



At the end of the certificate’s life the property subject to the abatement will be added to the
City’s ad valorem assessment roll and taxed at its full respective millage rates, unless the
abatement is extended by City Council. However, because the limit for an IFEC is 12 years, the
an extension of this abatement of real property would require a change in the statute.

Other Abatements in the City
The applicant does not have any other abatements within the City of Novi.

Pending Appeals

To the best of staff’s knowledge, there is no outstanding and/or pending appeal(s) involving the
property that is the subject of this application within the city of Novi. Furthermore, there is no
outstanding and/or pending appeal(s) involving the applicant filing for this tax incentive within the

city.

Based on reviewing the application and the City’s property tax incentive policy, the applicant
gualifies for a 12-year abatement; with the term of the abatement beginning on 12/31/2018 and
ending on 12/30/2030. The City’s business residency requirement states with this duration of an
abatement certificate the applicant must remain at the facility for an additional four (4) years
after the certificate expires.

RECOMMENDED ACTION: Approval of Resolution authorizing application by Production Tools
Supply Company LLC dba Berkshire eSupply for a 12-year Industrial Facilities Tax Exemption and
Agreement concerning Industrial Facilities Tax Abatement subject to approval by the State Tax
Commission pursuant to Public Act 198.



CITY OF NOVI
RESOLUTION
APPROVING AN INDUSTRIAL FACILITIES EXEMPTION CERTIFICATE
FOR PRODUCTION TOOL SUPPLY COMPANY LLC DBA BERKSHIRE eSUPPLY

At a regular meeting of the City Council of the City of Novi, Oakland County, Michigan, held in the
Council Chambers at 45175 Ten Mile Road, Novi MI 48375 on the 27" day of November, 2017.

The following resolution was offered by Council Member and supported by Council Member

WHEREAS, pursuant to P.A. 198, 1974, M.C.L. 207.551 et seq., after a duly noticed public
hearing held on the 27" day of November, 2017, the City of Novi, established an Industrial Development
District, commonly referred to as the SEHN Novi LLC Industrial Development District; and

WHEREAS, Production Tool Supply Company LLC dba Berkshire eSupply has filed an
application for an Industrial Facility Exemption Certificate with the Clerk of the City of Novi with respect to
proposed new real property and personal property within the SEHN Novi LLC Industrial
Development District; and

WHEREAS, before acting on said application, the City Council of Novi held a hearing on the 27"
day of November, 2017 at a regularly scheduled meeting, at which time the applicant, the assessor, and
a representative of the affected taxing units were given written notice and were afforded an opportunity to
be heard on said application; and

WHEREAS, construction of the facility real property and installation of new personal property has
not begun earlier than six (6) months before 10" day of October, 2017, the date of the acceptance of the
application for the Industrial Facility Exemption Certificate; and

WHEREAS, completion of the real property and personal property is calculated to and will at
the time of issuance of the certificate have the reasonable likelihood to retain, create or prevent the loss
of employment in Novi; and

WHEREAS, the aggregate SEV of real and personal property exempt from ad valorem taxes
within the City of Novi after granting this certificate will not exceed 5% of an amount equal to the sum of
the SEV of the unit, plus the SEV of personal and real property thus exempted.

NOW, THEREFORE, BE IT RESOLVED BY the City Council of Novi that:

1. The City Council of Novi finds and determines that the granting of this Industrial Facilities Exemption
Certificate, together with the aggregate amount of the certificates previously granted and currently in
force, under PA 198 of 1974, and PA 225 of 1978, shall not have the effect of substantially impeding the
operation of the City of Novi, or of impairing the financial soundness of a taxing unit which levies ad
valorem property taxes in the City of Novi.

2. The application from Production Tool Supply Company LLC dba Berkshire eSupply for an
Industrial Facilities Exemption Certificate with respect to a New Facility on the following described parcel
of real property situated within the SEHN Novi LLC Industrial Development District; to wit;



The real property parcel the facility is located on is identified as tax parcels 50-22-01-200-018, 50-22-
01-200-026 and 50-22-01-200-027, having an address Fourteen Mile Road, City of Novi, Ml 48377,
including:

50-22-01-200-018

TIN, R8E, SEC 1 E 7 ACRES OF W 20 ACRES OF N 36 ACRES OF NE FRC 1/4 EXC
THAT PART OF FOL DESC PCL WHICH LIES NLY OF LINE DESC AS BEG AT PT
DIST N 87-24-30 E 914.28 FT & S 02-35-30 E 140 FT FROM N 1/4 COR, TH N 87-24-30
E 212.72 FT, TH N 87-24-30 E 173 FT, TH N 02-35-30 W 25 FT, TH N 87-24-30 E 250
FT, TH N 02-35-30 W 30 FT, TH N 87-24-30 E 100 FT TO PT OF ENDING 5.83 A1-18-
94 FR 004

50-22-01-200-026

TIN, R8E, SEC 1 ALL THAT PART OF E 200 FT OF W 13 ACRES OF N 36 ACRES OF
NE 1/4 LYING ELY & SLY OF FOL DESC LINE DESC AS BEG AT PT DIST N 87-24-30
E 510.34 FT & S 02-00-18 W 357.82 FT & S 04-53-41 W 49.91 FT & N 85-06-19 W 30
FT & S 04-53-41 W 600 FT & S 85-06-19 E 30 FT & S 04-53-41 W 1100 FT & S 85-06-
19 E 410 FT & N 04-53-41 E 800 FT & S 85-06-19 E 20 FT FROM N 1/4 COR, TH N 04-
53-41 E 900 FT, TH N 85-06-19 W 20 FT, TH N 04-53-41 E 49.91 FT, TH ALG CURVE
TO LEFT, RAD 3958.72 FT, CHORD BEARS N 02-55-51 E 271.35 FT, DIST OF 271.40
FT, TH N 87-24-30 E 210 FT TO POINT OF ENDING 0.60 A10-5-94 FR 003

50-22-01-200-027

TIN, R8E, SEC 1 ALL THAT PART OF S 80 ACRES OF N 116 ACRES OFNE FRC 1/4
WHICH LIES ELY OF FOL DESC LINE BEG AT PT DIST N 87-24-30 E 510.34 FT & S
02-00-18 W 357.82 FT & S 04-53-41 W 49.91 FT & N 85-06-19 W 30 FT & S 04-53-41 W
600 FT & S 85-06-19 E 30 FT & S 04-53-41 W 1100 FT & S 85-06-19 E 410 FT FROM N
1/4 COR, TH N 04-53-41 E 800 FT, TH S 85-06-19 E 20 FT, TH N 04-53-41 E 900 FT
TO POINT OF ENDING EXC BEG AT SE COR OF SD S 80 ACRES OF N 116
ACRESOF NE FRC 1/4 TH N 500 FT, TH W 250 FT, TH S 100 FT, TH W 400 FT, TH S
400 FT, TH E 650 FT TO BEG 50.60 A10-5-94 FR 007

is hereby approved for real property and personal property improvements.

3. The Industrial Facilities Exemption Certificate when issued shall be and remain in force and effect for a
period of twelve (12) years, and the starting date for the certificate is December 31, 2018 and the ending
date is December 30, 2030.

4. The total project investment approved is $45,000,000.

5. Production Tool Supply Company LLC dba Berkshire eSupply agrees to operate the facility for
which the Industrial Facilities Exemption Certificate is granted for the term of the certificate, plus an
additional four years after the date of the certificate’s expiration.

AYES:

NAYS:

ABSENT:

ABSTENTIONS:
RESOLUTION ADOPTED

STATE OF MICHIGAN)
)SS
COUNTY OF OAKLAND)



I, the undersigned, the duly appointed City Clerk for the City of Novi, Oakland County, Michigan
do hereby certify that the foregoing is a true and complete copy of a resolution adopted at a regular
meeting of the Novi City Council held on the 27" day of November, 2017.

IN WITNESS WHEREOF, | have hereunto affixed my official signature on this 27" day of November,
2017.

Cortney Hanson, City Clerk



Michigan Department of Treasury
1012 (Rev. 04-14), Page 1 of 4

Application for Industrial Facilities Tax Exemption Certificate

Issued under authority of Public Act 198 of 1974, as amended. Filing is mandatory.

INSTRUCTIONS: File the original and two copies of this form and the required attachments (three complete sets) with the clerk of the
local government unit. The State Tax Commission (STC) requires two complete sets (one original and one copy). One copy is retained
by the clerk. If you have any questions regarding the completion of this form, call (517) 373-3302.

To be completed by Clerk of Local Government Unit

Signature of Clerk } Date Received by Local Unit
STC Use Only
b Application Number P Date Received by STC
APPLICANT INFORMATION
All boxes must be completed.
» 1a. Company Name (Applicant must be the occupant/operator of the facility) P 1b. Standard Industrial Classification (SIC) Code - Sec. 2(10) (4 or 6 Digit Code)

Production Tool Supply Company dba Berkshire eSupply 333515, 4225, 5084, 5085, 423830, 423840, 493110

} 1c. Facility Address (City, State, ZIP Code) (real and/or personal property location) | P 1d. City/Township/Village (indicate which) P 1e. County
14 Mile Road, Novi, MI 48377 Novi Oakland

b 2. Type of Approval Requested P 3a. School District where facility is located » 3b. School Code
New (Sec. 2(5)) Transfer Walled Lake Consolidated 63290
. Speculative Building (Sec. 3(8)) Rehabilitation (Sec. 3{6)) |4. Amount of years requested for exemption (1-12 Years)

|| Research and Development (Sec. 2(10)) Increase/Amendment | 12 Years

5. Per section 5, the application shall contain or be accompanied by a general description of the facility and a general description of the sed use of the facility, the general
nature and extent of the resloration, replacement, or construction to be undertaken, a descriptive list of the equipment that will be part of the facility. Attach additional page(s) if
more room is needed.
The property is comprised of three vacant parcels of land. The property will be developed into a state-of-the-art
210,000 square foot warehousing and distribution facility and corporate headquarters for Berkshire eSupply as the
owner of both the real and personal property. The facility will operate as a "just-in-time" distribution facility and logistical
optimization center for distribution of products manufactured by related Bershire Hathway industries. See attached.

6a. Cost of land and building improvements (excluding costofland) S— » $35,000,000.00
* Attach list of improvements and associated costs. Real Property Costs
* Also attach a copy of building permit if project has already begun. $10,000,000.00

6b. Cost of machinery, equipment, furniture and fixtures ... ... . » $10,000,000.

* Attach itemized listing with month, day and year of heginn:mé o-fui.f'l.;tal.l.ati.o.n, plus total Personal Property Costs
6¢. Total Project Costs .. R P T === Y - ; _ » $45,000,000.00
* Round Costs to Nearest Dollar Total of Real & Personal Costs

7. Indicate the time schedule for start and finish of construction and equipment installation. Projects must be completed within a two year period of the effective date of the
cerificate unless otherwise approved by the STC.

Beain Date (M/D/Y) End Date (M/D/Y
Real Property Improvements » 4/15/18 5/1/19 » Owned I:l Leased
Personal Property Improvements » 9/1/18 5/1/19 4 [E Owned D Leased

» 8. Are State Education Taxes reduced or abated by the Michigan Economic Development Corporation (MEDC)? If yes, applicant must attach a signed MEDC Letter of
Commitment to receive this exemption. D Yes l:] No

» 9. No. of existing jobs at this facility that will be retained as a result of this project. P 10. No. of new jobs at this facility expected to create within 2 years of completion.
0 240, see attached Jobs Table

11. Rehabilitation applications only: Complete a, b and ¢ of this seclion. You must attach the assessor's statement of SEV for the entire plant rehabilitation district and
obsolescence statement for property. The Taxable Value (TV) data below must be as of December 31 of the year prior to the rehabilitation.

a. TV of Real Property (excluding land)
b. TV of Personal Property (excluding inventory)

c. Total TV ... s
P 12a. Check the type of District the facility is located in:
Industrial Development District D Plant Rehabilitation District
» 12b. Date district was established by local government unit (contact local unit) P 12c. Is this application for a speculative building (Sec. 3(8))?

10/23/17 I:I Yes No




1012, Page 2 of 4

APPLICANT CERTIFICATION - complete all boxes.

The undersigned, authorized officer of the company making this application certifies that, to the best of his/her knowledge, no information contained
herein or in the attachments hereto is false in any way and that all are truly descriptive of the industrial property for which this application is being

submitted.

Itis further certified that the undersigned is familiar with the provisions of P.A

. 198 of 1974, as amended, being Sections 207 551 to 207.572, inclusive,

of the Michigan Compiled Laws; and to the best of his/her knowledge and belief, (s)he has complied or will be able to comply with all of the
requirements thereof which are prerequisite to the approval of the application by the local unit of government and the issuance of an Industrial Facilities

Exemption Certificate by the State Tax Commission.

13b. Telephone Number
(248) 203-9898

13a. Preparer Name

Nicholas G. Maloof

13d. E-mail Address
ngm@associatedenvironmental.net

13c. Fax Number

(248) 647-0526

14a. Name of Contact Person 14b. Telephone Number

14c. Fax Number

(586) 755-4921

14d. E-mail Address
cfishel@pts-tools.com

Craig Fishel (734) 934-4920
T_15_a Name of Company Officer (No Authorized -a-ﬂ-\genl.'s_). o
Craig Fishel, Empowered Officjal, Production Tool Supply

Company dba Berkshire eSupply

any Officar (No Kuthorizbd Agents)

15d. Date
October &, 2017

15¢c. Fax Number

(586) 755-4921

s (Street, City. Stale, ZIP Codéd
8655 East 8 Mile Road, Warren, M| 48089

15f. Telephone Number
| (800) 270-5779

15g. E-mail Address
cfishel@pts-tools.com

LOCAL GOVERNMENT ACTION & CERTIFICATION - complete all boxes.

This section must be completed by the clerk of the local governing unit before submitting application to the State Tax Commission. Check items on file

at the Local Unit and those included with the submittal.

P 16 Action taken by local government unit
D Abatement Approved for ¥rs Real {1-12), Yrs Pers (1-12)
After Completion [ ]Yes [_INo

D Denied (Include Resolution Denying)

16b. The State Tax Commission Requires the following documents be filed for an
administratively complete application:

Check or Indicate N/A if Not Applicable

i Original Application plus attachments, and one complete copy
| 2. Resolution establishing district

| 3. Resolution approving/denying application.

16a. Documents Required to be on file with the Local Unit
Check or Indicate N/A if Not Applicable

1. Notice to the public prior to hearing establishing a district.

2. Notice to taxing authorities of opportunity for a hearing.

3. List of taxing authorities notified for district and application action.
4. Lease Agreement showing applicants tax liability.

4. Letter of Agreement (Signed by local unit and applicant)

5. Affidavit of Fees (Signed by local unit and applicant)

6. Building Permit for real improvements if project has already begun
7. Equipment List with dates of beginning of installation

8. Form 3222 (if applicable)

9. Speculative building resolution and affidavits (if applicable)

16c. LUCI Code 16d. School Code
63213 63290

17. Name of Local Government Body » 18. Date of Resolution Approving/Denying this Application
City of Novi

Attached hereto is an original application and all documents listed in 16b. | also certify that all documents listed in 16a are on file at the local
unit for inspection at any time, and that any leases show sufficient tax liability.

19a. Signature of Clerk 19b. Name of Clerk

19¢ E-mail Address

19d. Clerk’s Mailing Address (Street, City, State, ZIP Code)

19e. Telephone Number

19f. Fax Number

State Tax Commission Rule Number 57: Complete applications approved by

the local unit and received by the State Tax Commission by October 31

each year will be acted upon by December 31. Applications received after October 31 may be acted upon in the following year

Local Unit: Mail one original and one copy of the completed application and all required attachments to:

Michigan Department of Treasury
State Tax Commission

PO Box 30471

Lansing, Ml 48909

(For guaranteed receipt by the STC, it is recommended that applicati

ons are sent by certified mail.)

STC USE ONLY

P LUCI Cade P Begin Date Real » Begin Date P

ersonal P End Date Real P End Date Personal




Begin Date End Date Description of Costs Cost
4/15/2018 12/31/2018 |Architectural, Engineering, Pre-Construction, title work, Land due diligence $1,294,993.05
Remaining balance of Arch & Engineering services (March 31, 2018 Building Permit), order long lead items $697,303.95
- Permits, Water & Sewer Fees, Builders Risk Insurance, Land Survey, Zoning Variances, Plan Approval
4/20/2018 5/25/2018 April 1, 2018 Clearing & Grubbing of site, May 1, 2018 Site Dirt Work begins & mass grading $820,410.00
Labor and Materials for the following: Soil Controls, Earthwork, Building Pad Stone
5/26/2018 12/31/2018 |Hard Construction Costs 519,316,191.00
Labor and Materials for the following: Sedimentation Separation Structures, Foundations, Slab on Grade, Slab on Deck,
. Steel Erection, Rough Carpentry, Begin Exterior Fagade, Masonry, Pump Room, Structural Footing
1/1/2019 | 5/1/2019 |Remaining Construction Costs through June 2019 B $12,871,102.00
Labor and Materials for the following: Asphalt Paving, Sidewalks/Truck Aprons, Concrete Curbing, Site Fencing,
Dumpster Enclosures, Entry Monument Sign, Finish Carpentry, Elevators, Plumbing, Fire Suppression, Electrical
Finished Concrete, HVAC, Lighting, Doors, Security, Paint and Finish Schedules, Finish Exterior Fagade, Parking Lot install -
Low Voltage & Audio Visual Labor, Landscaping & Hardscaping, Irrigation, Final Inspections Complete
Certificate of Occupancy- June 30, 2019
= |
REAL PROPERTY GRAND TOTAL: $35,000,000.00

GRAN ]

Description of Costs

Cost
$2,002,000.00

Begin Date End Date
9/1/2018 12/31/2018 |fflth Quarter Pre-Order of Automation Equipment
1/1/2019 5/1/2019

Procure remaining personal property items and balance of Automation Equipment- final purchase and installation

$7,998,000.00

Labor and Materials for the following: Automation Equipment, IT & AV Equipment, Office Furniture & FF&E
Security Gate, Security System, Natural Gas Back Generator, Industrial Compressor

All Equipment installed by Temporary Certificate of Occupancy- June 30, 2019

PERSONAL PROPERTY GRAND TOTAL:

$10,000,000.00

This Grand Total DOES NOT include the cost of land acquisition which Is an additional $3,000,000.00.

| s _

Berkshire “Supply Corporate Headquarters and °Fulfillment Lab Real and Personal Property Costs

11/9/2017



INDUSTRIAL FACILITES EXEMPTION APPLICATION
AFFIDAVIT OF FEES

In accordance with State Tax Commission Bulletin No. 3, dated January 1998, the City of Novi
and the Applicant for Industry Facilities Exemption Certificate, by and through their respective
representatives, do hereby swear and affirm that no payment of any kind, whether they be
referred to as “fees”, “payments in lieu of taxes”, “donations,” or by any other like terms, in
excess of the application fee allowed by Public Act 323 of 1996, as amended, has been made or

promised in exchange for favorable consideration of an exemption certificate application.

City of Novi

Signed:

Printed Name: Cortney Hanson
Title: City Clerk

Dated:

Production Tool Supply Company LLC d/b/a Berkshire “Supply

Company/Applicant Name

Signed: \//{;'-7 = :

- v
Printed Name; Craig Fishel

Title: Empowered Official

Dated: October , 2017




CITY OF NOVI

TAX INCENTIVE AGREEMENT
CONCERNING

INDUSTRIAL FACILITIES TAX ABATEMENT

The City of Novi ("City"), located at 45175 W. Ten Mile Road, Novi, Michigan 48375, and the
below mentioned Company (collectively, “the Parties”), agree as follows:

Recitals

“Company,” located at 8655 East 8 Mile Road, Warren, MI 48089

has submitted an application to City Council for the granting of an Industrial Facility Exemption
Certificate (IFEC), pursuant to Michigan Public Act 198, of 1974, as amended. The property the
application pertains to (the “Property”) is currently and commonly referred to by its assessment

Parcel Nos. 50-22-01-200-027, 50-22-01-200-018, and 50-22-01-200-026
parcel number(s)

and is located within an approved Industrial Development District (“Eligible District”).

The City and the Company desire to enter into this Tax Incentive Agreement (“Agreement”) as
required by MCL 207.572, and for the purpose of setting forth the terms and conditions under
which an IFEC may be approved by the City Council and may be approved and issued by the
State Tax Commission for the facility proposed to be exempt from ad valorem real and personal
property taxation.

The Company submitted an application for issuance (“Application”) of an IFEC for the facility, as
provided for in PA 198, of 1974, as amended. The Application is incorporated as part of this
Agreement by reference.

Therefore, in consideration of the forgoing, the Parties now enter into this Agreement.

Terms and Conditions

In recognition of the granting of the IFEC by City Council and the benefit of the tax savings for
the Company, and the economic growth of the City, I hereby agree on behalf of the Company
to the following:



1. The Company will furnish notification of the completion of the facility to the City Assessor
and the State Tax Commission, within 30 days of the date of completion. If there is no
construction progress for a facility under construction for more than 180 days, the Company
will notify the City Assessor of its reasons for delay.

2. Within 90 days of the date of completion of the facility, the Company will report:

a. The final cost of the facility to the City Assessor and the State Tax Commission
including, if applicable, and:

i. a detailed listing of the new personal property acquired for the facility, including
item description, type, identification, year of acquisition and all costs for its
purchase and installation; and

ii. a detailed listing of the constructed real property, including all direct and indirect
costs associated with its completion; and

ii. the number of jobs created by completion of the facility, not including jobs
transferred from other locations.

If the actual project costs are more than 10% less than the estimated costs given in the
application, or if the number of jobs created are less than the number estimated in the
application, the Company will provide the city assessor with a written explanation.

3. No later than the 10" day of March of each year, beginning the year following the first tax
year effective by the IFEC and throughout the term of this Agreement, the Company shall
submit a report ("Annual Report”) to the City Assessor and City Clerk stating the average
number of jobs in the Eligible District for the preceding year, computed as the average
number of actual jobs existing on a quarterly basis for the calendar year preceding the
Annual Report. During the term of this Agreement, the City may upon reasonable advance
notice, during reasonable times and subject to reasonable restrictions (including but not
limited to confidentiality restrictions), review and audit the information presented by the
Company to determine compliance with this Agreement.

4. As a condition of receiving an IFEC, or an extension and/or transfer of an existing
certificate, pursuant to the city’s tax abatement policy, the company agrees to operate the
facility for which the IFEC is granted for the term of the IFEC according to the following
schedule:

a. Tax abatement term of up to eight (8) years (including extensions) = length of
abatement certificate AND an additional two (2) tax years.

b. Tax abatement term of over eight (8) years (including extensions) = length of
the abatement certificate AND an additional four (4) tax years.



5. As a condition of receiving the IFEC, or an extension of an existing certificate, pursuant to
this policy, the Company agrees to operate the facility for which the IFEC is granted for the
term of the IFEC, which is in accordance with the Resolution approving the IFEC approved
by the City Council, plus business residence time period required, in tax years, after the
date of expiration of the IFEC.

6. The Company further understands that if it vacates or fails to operate the facility for which
the IFEC is granted for the period of time as outlined above, that the company is liable for
repayment of all property tax savings benefiting the Company due to the existence of the
IFEC, beginning with the initial effective year of the IFEC. In addition, the Company will be
liable for repayment of all future tax savings if there are any remaining years in the term of
the IFEC, under the provisions of Section 21(2) of Public Act 198, 1974 as amended. These
provisions may be waived by the City Council at the request of the Company for justifiable
cause.

7. The Company further agrees to pay its abated real and personal property taxes timely and
without penalty. In addition, the Company agrees to inform the City Assessor and the City
Treasurer of any plans to relocate the company from any location within the City, 30 days
prior to the relocation. If any of the foregoing amounts are not paid within sixty (60) days
from when the taxes are due to the City, the City may institute a civil action against the
Company, and the City shall be entitled to recover the taxes due and any penalties and
interests accrued. In addition, the Company shall be all court costs and attorneys’ fees
incurred by the City in connection with such civil action if the City prevails in collecting at
least fifty (50%) percent of the funds sought to be recovered in the action.

8. The Company agrees to notify the City Assessor and City Treasurer of any change in the
ownership of the Company’s real and personal property assets or a majority share of the
Company’s stocks. For the purposes of this agreement, a new owner or lessee shall be
defined as follows:

a. For those IFECs that pertain to real property improvements, the term “new owner or
lessee” shall be defined as follows:

i. A new entity that acquires, owns and occupies or leases and occupies the facility
after the existing certificate holder has physically moved from or vacated the facility.

OR

ii. An entity that acquires an ownership interest of more than 50% in the existing
certificate holder entity that owns and occupies or leases and occupies that facility.



10.

b. For those IFECs pertaining to personal property, the term “new owner or lessee” shall
be defined as follows:

i. A new entity that acquires from the existing certificate holder entity the ownership of
the facility or leasehold interest in the facility and which keep the facility at its
current location.

OR

i. An entity that acquires an ownership interest of more than 50% in the existing
certificate holder entity that owns or leases the facility.

Whenever there is a new owner or lessee, as defined above, of any real or personal
property for which an IFEC has been granted, the new owner or lessee shall make
application for a transfer of the certificate to the new owner or lessee immediately, but no
longer than six (6) months after a change in ownership occurs. The City Council may grant
requests to transfer existing certificates, after review, provided requests are consistent with
the City’s adopted Tax Incentive Policy, or any amendments made to the policy, that is in
effect at the time a request for a transfer is made. An updated tax incentive agreement
shall accompany any request for a transfer of a certificate to a new owner or lessee.

The Company further agrees to abide by all other City ordinances, including its building
and zoning codes, during the construction and operation of the facility.

11. The Agreement will be interpreted, construed, and enforced in all respects in accordance

with the laws of the State of Michigan.

12. The Parties acknowledge that each of them has consulted with attorneys and counselors

regarding this Agreement and that the City and the Company have equally participated in
the drafting of this Agreement. The Company acknowledges that the terms, conditions,
requirements, and obligations of the IFEC and this Agreement are lawful and are reasonable
in consideration for the benefits the Company has determined that it will achieve by
issuance of the IFEC, and the Company agrees that it shall not be permitted to claim that
the City is not authorized by law and/or equity to enforce any provision of this Agreement.

By the signatures of representatives of both the Company and the City below, it is understood
that both the Company’s investment in the project and the City’s investment through the
granting of the IFEC is to encourage the economic growth of all.

WITNESS:

- COMPA EPRESENTATIVE:

/ BY:

NATURE —

Craig Mshel
o /%//;/74(9(: rs: Empowered Official
PRINT NAME

DATED: October 2017




ACKNOWLEDGED BY THE CITY OF NOVI:

WITNESS:
BY:
SIGNATURE ROBERT J. GATT
ITS: MAYOR
PRINT NAME
DATED:
WITNESS:
BY:
SIGNATURE CORTNEY HANSON
ITS: CITY CLERK
PRINT NAME
DATED:




Production Tool Supply Company LLC d/b/a Berkshire ¢Supply
Project Summary - Supplemental Information

Prepared for City of Novi
RE: Industrial Facilities Tax Exemption Application
October 9, 2017

The following information is to supplement Section 5 of the Michigan Department of Treasury Form 1012 (Rev. 04-
14), which states:

Per section 5, the application shall contain or be accompanied by a general description of the facility and a general description of the proposed use
of the facility, the general nature and extent of the restoration, replacement, or construction to be undertaken, a descriptive list of the equipment that
will be part of the facility. Attach additional page(s) if more room is needed.

Section 5 Supplemental Information

Business Operations

Production Tool Supply Company LLC d/b/a Berkshire ¢Supply (“Berkshire €Supply”) is a newly launched business
venture in the spirit of Industry 4.0 with the entrepreneurial passion and blue-collar work ethic rooted in a Michigan
company that has been an integral part of the manufacturing community for over 67 years. On August 7, 2017 Berkshire
€Supply announced the acquisition of the wholesale division of Production Tool Supply, headquartered in Warren,

Michigan. Through a short-term joint venture, Berkshire €Supply and the Production Tool Supply family of companies
will become a wholly owned subsidiary within the group of companies held by the multinational conglomerate holding
company, Berkshire Hathaway led by Chief Executive Officer and Founder Warren Buffet, one of the most renowned
investors in history.

Berkshire eSupply is an industry leader in the support of industrial manufacturing throughout Michigan, the United
States and North America. By connecting thousands of manufacturers and suppliers to distributors and consumers in

manufacturing industries across the world, Berkshire €Supply offers access to over one million (1,000,000) industrial
products and a precision Logistical Optimization Center providing just-in-time inventory management and material

handling. Additionally, Berkshire €Supply provides support for the vast network of industrial suppliers across North
America with customized, leading edge, multi-media marketing programs, eCommerce platforms and data driven Web
content, Mobile Applications, Industrial Vending and Inventory Management Systems and production and distribution
of traditional Catalogs and other printed marketing materials.

Community Involvement and Support

Production Tool Supply has supported many charities in the local and regional community through donations, as well
as partnering with Gleaners/Gleaners Community Food Bank (www.gcfb.org) for Canned Food Drives and Marine Toys
for Tots Foundation (www.toysfortots.org) for annual Christmas gift collections distributed to local families in need. The
company is also proud of its participation in the Detroit Thanksgiving Day Parade with employees and their families
walking and providing resources to The Parade Company (www.theparade org) and the company has been a supporter

of the 8 Mile Boulevard Association (www.eightmile.org) in many beautification projects. Berkshire €Supply intends to

continue the strong tradition of community involvement and support championed by Production Tool Supply with its
proposed move to Novi and Oakland County.




Property Description and Design Standards

The Property being developed for the proposed Project has numerous engineering, logistical and financial challenges
associated with the intended site development activities. These challenges include difficulties with the Property itself
due to topography/grade changes, wetlands, woodlands and the lack of municipal utilities located near the Property as
well as challenges related to constructing the site improvements. Berkshire eSupply is very conscious of the natural
environment and amenities the Property contains and has spent hundreds of hours and a very large amount of
resources to design, align and position the project development footprint to preserve the natural environment and
minimize impact to the Property. In addition the visual aesthetics of the vertical improvements will feature designs and
building materials that help the buildings meld with their natural environment. Berkshire eSupply intends to install
energy efficient HVAC and lighting systems and other improvements to further minimize the energy and carbon footprint
of the proposed Project. Although the project will not be submitted for an official Leadership in Energy and
Environmental Design (LEED)* rating from the United States Green Building Council (USGBC) due to cost and timing
constraints, Berkshire eSupply intends to follow many of those principals towards sustainable design when designing
and constructing the Project.

*Leadership in Energy and Environmental Design (LEED) is a rating system devised by the United States Green Building Council (USGBC) to evaluate the
environmental performance of a building and encourage market transformation towards sustainable design.

Project Description

The primary use of the North American Headquarters and Fulfilment Center proposed for the Property in Novi is to
embark on a 5 year business expansion with expectations of tripling its current business. This international Fortune
100 Company will utilize the proposed Project as corporate offices, training-teaching-collaborative work space,
auditorium and show room as well as a state of the art, highly automated fulfillment center providing inventory
management and logistics for thousands of manufacturers in the industrial sector including companies within the
Berkshire Hathaway group, such as the IMC Group of companies. IMC is a wholly owned subsidiary in the Berkshire
Hathaway family and is the second largest company for metalworking products in the world. Comprised of 13
companies including Iscar, Ingersoll and Tungaloy, they produce a dynamic comprehensive line of precision carbide

metalworking tools. Berkshire ®Supply is a national distributor for Iscar and supports the regional distribution of products
from IMC and other companies through its network of local distributors such as Production Tool Supply and other
independent distributors in the United States, Canada, Mexico and expanding around the world. The North American
Headquarters and ecosystem will serve as a show piece for the business as the industry moves from a traditional brick
& mortar model to an eCommerce model driven by the principals of Industry 4.0. The facility appearance and
functionality will rival all international world headquarters and will conduct seminars and technical training to showcase

the products Berkshire ®Supply supports. The fulfillment center on the Property will serve as a conceptual laboratory
to develop a highly automated eCommerce model serving as a prototype that will eventually be scaled up and lead to
larger standalone fulfillment centers strategically located across North America. The facility expects to initially employ
an estimated 250 people between the Headquarters and Fulfillment Center with additional jobs created with the
expected business expansion.

Site Plans and Renderings of the proposed Project are included as attachments to this Project Summary.












MEMORANDUM

TO: Ms. Janay Jenkins, Department of Treasury, Property Services Division
Mr. Michael Lohmeier, City of Novi Assessor

FROM: | Nicholas G. Maloof, President and General Counsel, Associated Environmental Services, LLC

CC: Mr. Alan Weber, Director, City of Novi Economic Development

Mr. Drew Coleman, Business Development Manager, Michigan Economic Development Corporation
Ms. Irene Spanos, Oakland County Economic Development

Mr. Chuck Elder, Empowered Official, Berkshire ¢Supply

Mr. Craig Fishel, CFO, Berkshire Supply

Mr. Mike Sabrosky, Oliver / Hatcher Construction

RE: SIC Codes and Explanation for the Industrial Facilities Tax Abatement Application for Berkshire ¢Supply for the
property located at M-5 and 14 Mile Road, Novi, Michigan

Pursuant to the request of Mr. Michael Lohmeier, City of Novi Assessor requesting an explanation of how Berkshire eSupply
qualifies under the definition of industrial property MCL 207.552, please find the following.

Introduction

Production Tool Supply Company LLC d/b/a Berkshire eSupply is the prospective owner through a Purchase Agreement
dated August 2017 of Parcel Nos. 50-22-01-200-027, 50-22-01-200-018, and 50-22-01-200-026 (approx. 60.2 acres)
located in the City of Novi, Michigan (the "Property”).

Berkshire eSupply (the "Applicant”) has submitted an Industrial Facilities Tax Abatement (“IFTA") Application requesting
approval of an Industrial Facilities Exemption Certificate (the “IFEC") for the real and/or personal property investment
Applicant intends to make in conjunction with the development, construction and occupancy of the Property for its new
Novi Corporate Headquarters and eFulfillment Warehouse/Laboratory facility (the “Project").

Based on the foregoing, we present the following explanation of the categories under which Berkshire eSupply
Property/Project qualifies under the “PLANT REHABILITATION AND INDUSTRIAL DEVELOPMENT DISTRICTS
(EXCERPT), Public Act 198 of 1974, as amended (“P.A. 198"). Please see the complete statute, as well as more
specifically, under MCL §207.552, at
http:/'www.legislature.mi.gov/(S(o1ats3togpnbivicaOzctmOr))/mileg.aspx?page=getObject&objeciName=mcl-Act-198-of-
1974.

It should be noted that Production Tool Supply Company LLC d/b/a Berkshire eSupply will own the real and personal
property directly. In addition, Production Tool Supply Company LLC d/b/a Berkshire ¢Supply is under the same ownership
as the related Berkshire Hathaway manufacturing operation.

The project qualifies under multiple different sub-sections of MCL §207.552 (the P.A. 198 statute). In addition, numerous
other municipalities, the Michigan Economic Development Corporation (MEDC), as well as the Treasury Department/State
Tax Commission have approved very similar projects under the same sections of P.A. 198.

The overall Berkshire eSupply site operations include the following general activities:
¢ Warehousing and Storage;

e Warehousing, Storage and Distribution of Products Manufactured by a Berkshire ¢Supply related Manufacturing
Facility owned by its" parent company Berkshire Hathaway;
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Trucking, Transportation and Logistics;
Logistical Optimization Center;
Just-in-time Delivery of Goods; and
Warehouse Office Operations

SIC and NAICS Classifications

The proposed Project operations have been compared to the Standard Industrial Classification (SIC) and the North
American Industry Classification System (NAICS) (see www.naics.com). In addition, as previously provided to AES in
support of other P.A. 198 projects by Ms. Janay Jenkins, Michigan Department of Treasury Property Services Division, a
query of the US Department of Labor Occupational Safety and Health Administration Standard Industrial Classification
(SIC) System Search page (see https://www.osha.gov/pls/imis/sicsearch.himl) was conducted.

Project Analysis
The Property/Project qualifies under MCL 207.552 as follows:

1. Under MCL 207.552(2)(2) "Facility" means either a replacement facility, a new facility, or, if applicable by its
usage, a speculative building.

The Project is a "New Facility.”

2. Under MCL 207.552(2)(5) "New facility" means new industrial property other than a replacement facility to be built
in a plant rehabilitation district or industrial development district.

The Project is a new industrial property to be located in an industrial development district (IDD) to be approved
by the City of Novi, Oakland County, Michigan. The property is 60.2 acres of industrial property proposed to be
developed with an approximately 210,000 square foot building, 100% of the use will be for just-in-time delivery,
warehousing, storage, distribution, and logistics operations with related warehouse office and corporate office
operations.

3. Under MCL 207.552(2)(7): ‘Industrial property” means land improvements, buildings, structures, and other real
property, and machinery, equipment, furniture, and fixtures or any part or accessory whether completed or in the
process of construction comprising an integrated whole, the primary purpose and use of which is the engaging in
a high-technology activity, operation of a strategic response center, operation of a motorsports entertainment
complex, operation of a logistical optimization center, operation of qualified commercial activity, operation of a
major distribution and logistics facility, the manufacture of goods or materials, creation or synthesis of biodiesel
fuel, or the processing of goods and materials by physical or chemical change; property acquired, constructed,
altered, or installed due to the passage of proposal A in 1976; the operation of a hydro-electric dam by a private
company other than a public utility; or agricuitural processing facilities. /ndustrial property includes facilities related
lo a manufacluring operation under the same ownership, including, but not limited to, office, engineering, research
and development, warehousing, or parts distribution facilities. Industrial property also includes research and
development laboratories of companies other than those companies that manufacture the products developed
from their research activities and research development laboratories of a manufacturing company that are
unrelated to the products of the company.

Specifically, as highlighted above in italic underlined text, the Production Tool Supply Company LLC d/b/a
Berkshire eSupply Property/Project specifically qualifies under MCL 207.552(2)(7) as the project is comprised of,
and primary purpose and use of which is, the following:
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e The facility is related to a manufacturing operation (Cutting Tool and Machine Tool Accessory
Manufacturing; SIC Code 333515) owned by a Berkshire ¢Supply related entity, which processes goods
and materials by physical or chemical change;

» Operation of a logistical optimization center; and

e Operation of a major distribution and logistics facility providing just-in-time delivery of goods.

Further, the Project qualifies as "...warehousing or parts distribution facilities...” as the Project warehouse
operations are related to a manufacturing operation under the same ownership. Related SIC Codes include 4225,
5084 and 5085. Related NAICS Codes include 423830, 423840, 493110, 493190 and 488991. These classifications
include:

4225 General Warehousing and Storage

Establishments primarily engaged in the warehousing and storage of a general line of goods. General warehousing and
storage, miniwarehouse warehousing, warehousing, self-storage.
https://www.osha.gov/pls/imis/sic_manual.display?id=908&tab=description

5084 Industrial Machinery and Equipment

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial machinery and
equipment, not elsewhere classified. Examples include metalworking tools such as drills, taps, dies, grinding wheels, and
machine tool accessories.

https://www.osha.gov/pls/imis/sic_manual.display?id=987 &tab=description

5085 Industrial Supplies

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial supplies, not
elsewhere classified. Examples include abrasives, industrial diamonds, mill supplies and seals, gaskets, and packing.
hitps://www.osha.gov/pls/imis/sic_manual.display?id=988&tab=description

423830 Industrial Machinery and Equipment Merchant Wholesalers

This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of specialized
machinery, equipment, and related parts generally used in manufacturing, oil well, and warehousing activities. Examples
include fluid power transmission equipment merchant wholesalers, metalworking machinery and equipment merchant
wholesalers, food processing machinery and equipment merchant wholesalers, oil well machinery and equipment
merchant wholesalers, and material handling machinery and equipment merchant wholesalers.
https://www.naics.com/naics-code-description/?code=423830

423840 Industrial Supplies Merchant Wholesalers

This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of supplies for
machinery and equipment generally used in manufacturing, oil well, and warehousing activities. Examples include
industrial containers merchant wholesalers, refractory materials (e.g., brick, blocks, shapes) merchant wholesalers,
industrial diamonds merchant wholesalers, welding supplies (except welding gases) merchant wholesalers, and printing
inks merchant wholesalers.

https://www.haics.com/naics-code-description/?code=423840

493110 General Warehousing and Storage

This industry comprises establishments primarily engaged in operating merchandise warehousing and storage facilities.
These establishments generally handle goods in containers, such as boxes, barrels, and/or drums, using equipment, such
as forklifts, pallets, and racks. They are not specialized in handling bulk products of any particular type, size, or quantity of
goods or products.

https://www.naics.com/naics-code-description/?code=4983110
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493190 Other Warehousing and Storage

This industry comprises establishments primarily engaged in operating warehousing and storage facilities (except general
merchandise, refrigerated, and farm product warehousing and storage).
https://www.naics.com/naics-code-description/?code=493190

488991 Packing and Crating

This U.S. industry comprises establishments primarily engaged in packing, crating, and otherwise preparing goods for
transportation.

hitps://www.naics.com/naics-code-description/?code=488991

3. Under MCL 207.522(2)(11) "Manufacture of goods or materials" or "processing of goods or materials" means any
type of operation that would be conducted by an entity included in the classifications provided by sector 31-33 —
manufacturing, of the North American industry classification system, United States, 1997, published by the office
of management and budget, regardless of whether the entity conducting that operation is included in that manual.

The Property/Project qualifies as industrial property under MCL 207.552(2)(7) as, "Industrial property includes
facilities related to a manufacturing operation under the same ownership...” Berkshire Hathaway is a
manufacturer of goods or materials and processor of goods or materials as the operations being conducted off-
site that will send their product to the Production Tool Supply Company LLC d/b/a Berkshire ¢Supply
Property/Project are included in the classifications provided by sector 31-33 — manufacturing, of the North
American industry classification system, United States, 1997, published by the office of management and budget.
This classification includes:

333515 Cutting Tool and Machine Tool Accessory Manufacturing

This U.S. industry comprises establishments primarily engaged in manufacturing accessories and attachments for metal
cutting and metal forming machine tools. Examples include knives and bits for metalworking lathes, planers, and shapers
manufacturing; measuring attachments (e.g., sine bars) for machine tool manufacturing; Metalworking drill bits
manufacturing; and taps and dies (i.e., machine tool accessories) manufacturing.
https://www.naics.com/naics-code-description/?code=333515

4. Under MCL 207.552(2)(13) "Logistical optimization center" means a sorting and distribution center that optimizes
transportation and uses just-in-time inventory management and material handling.

The Project is a sorting and distribution center that optimizes transportation of products and uses just-in-time
inventory management and material handling to distribute products in the Midwest. The operations to be
conducted on-site are included in the classifications provided by SIC Codes 4225, 5084 and 5085 as well as Codes
423830 and 423840 of the North American industry classification system, United States, 1997, published by the
office of management and budget. These classifications include:

4225 General Warehousing and Storage

Establishments primarily engaged in the warehousing and storage of a general line of goods. General warehousing and
storage, miniwarehouse warehousing, warehousing, self-storage.
hitps://www.osha.gov/pls/imis/sic_manual.display?id=908&tab=description

5084 Industrial Machinery and Equipment

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial machinery and
equipment, not elsewhere classified. Examples include metalworking tools such as drills, taps, dies, grinding wheels, and
machine tool accessories.

hitps://www.osha.gov/pls/imis/sic_manual.display?id=987 &tab=description
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5085 Industrial Supplies

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial supplies, not
elsewhere classified. Examples include abrasives, industrial diamonds, mill supplies and seals, gaskets, and packing.
https://www.osha.gov/pls/imis/sic_manual.display?id=988&tab=description

423830 Industrial Machinery and Equipment Merchant Wholesalers

This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of specialized
machinery, equipment, and related parts generally used in manufacturing, oil well, and warehousing activities. Examples
include fluid power transmission equipment merchant wholesalers, metalworking machinery and equipment merchant
wholesalers, food processing machinery and equipment merchant wholesalers, oil well machinery and equipment
merchant wholesalers, and material handling machinery and equipment merchant wholesalers.
htips://www.naics.com/naics-code-description/?code=423830

423840 Industrial Supplies Merchant Wholesalers

This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of supplies for
machinery and equipment generally used in manufacturing, oil well, and warehousing activities. Examples include
industrial containers merchant wholesalers, refractory materials (e.g., brick, blocks, shapes) merchant wholesalers,
industrial diamonds merchant wholesalers, welding supplies (except welding gases) merchant wholesalers, and printing
inks merchant wholesalers.

https://www.naics.com/naics-code-description/?code=423840

5. Under MCL 207.552(11) "Manufacture of goods or materials" or "processing of goods or materials" means any
type of operation that would be conducted by an entity included in the classifications provided by sector 31-33 —
manufacturing, of the North American industry classification system, United States, 1997, published by the office
of management and budget, regardless of whether the entity conducting that operation is included in that manual.

Inclusive of the foregoing Items 1-5, above, the Property/Project qualify as there are related and owned business
operations qualifying under the following North American Industry Classification System (NAICS) Code: 333515
Cutting Tool and Machine Tool Accessory Manufacturing. This classification states, “This U.S. industry
comprises establishments primarily engaged in manufacturing accessories and attachments for metal cutting
and metal forming machine tools. Examples include knives and bits for metalworking lathes, planers, and shapers
manufacturing; measuring attachments (e.g., sine bars) for machine tool manufacturing; Metalworking drill bits
manufacturing; and taps and dies (i.e., machine tool accessories) manufacturing.” The Berkshire eSupply
operations meet this classification.

Conclusion

Based on and inclusive of the foregoing Items 1-5, above, the proposed Production Tool Supply Company LLC d/b/a
Berkshire eSupply operations qualify under multiple categories and designations under MCL §207.552 (P.A. 198).
Should you have any additional questions, please feel free to contact our office (248) 203-9898.

Thank you for your consideration of this Memorandum.

Associated Environmental Services, LLC Page Sof 6
Project No. 2017010401.01
CAUsersiNick's Lapiop 2014VGoogle Driv et Oiver-Hatcher201 7010401 01 _povi iMState Tax Commission Memomndum 10-2-17S1ale Tax Ci ission-Treasury M d ire eSupply Fimal 10-6-17 docx

Copyright©®2017 Associated Environmental Services, LLC. All rights reserved.



SIC/NAICS Research Summary of References

4225 General Warehousing and Storage

Establishments primarily engaged in the warehousing and storage of a general line of goods. General warehousing and storage,
miniwarehouse warehousing, warehousing, self-storage.

https://www.osha.govipls/imis/sic_manual.display?id=908&tab=description

5084 Industrial Machinery and Equipment

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial machinery and equipment,
not elsewhere classified. Examples include metalworking tools such as drills, taps, dies, grinding wheels, and machine tool
accessories.

hitps:/iwww.osha.gov/pls/imis/sic_manual.display?id=987 &tab=description

5085 Industrial Supplies

This U.S. industry comprises establishments primarily engaged in the wholesale distribution of industrial supplies, not elsewhere
classified. Examples include abrasives, industrial diamonds, mill supplies and seals, gaskets, and packing.
hitps://www.osha.gov/pls/imis/sic_manual.display?id=988&lab=description

333515 Cutting Tool and Machine Tool Accessory Manufacturing

This U.S. industry comprises establishments primarily engaged in manufacturing accessories and attachments for metal cutting and
metal forming machine tools. Examples include knives and bits for metalworking lathes, planers, and shapers manufacturing;
measuring attachments (e.g., sine bars) for machine tool manufacturing; Metalworking drill bits manufacturing; and taps and dies (i.e.,
machine tool accessories) manufacturing.

https://www.naics.com/naics-code-description/?code=333515

423830 Industrial Machinery and Equipment Merchant Wholesalers

This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of specialized machinery,
equipment, and related parts generally used in manufacturing, oil well, and warehousing activities. Examples include fluid power
transmission equipment merchant wholesalers, metalworking machinery and equipment merchant wholesalers, food processing
machinery and equipment merchant wholesalers, oil well machinery and equipment merchant wholesalers, and material handling
machinery and equipment merchant wholesalers.

hitps://www.naics.com/haics-code-description/?code=423830

423840 Industrial Supplies Merchant Wholesalers
This U.S. industry comprises establishments primarily engaged in the merchant wholesale distribution of supplies for machinery and

equipment generally used in manufacturing, oil well, and warehousing activities. Examples include industrial containers merchant
wholesalers, refractory materials (e.g., brick, blocks, shapes) merchant wholesalers, industrial diamonds merchant wholesalers,
welding supplies (except welding gases) merchant wholesalers, and printing inks merchant wholesalers.

hitps:/fwww.naics. com/naics-code-description/?code=423840

488991 Packing and Crating
This U.S. industry comprises establishments primarily engaged in packing, crating, and otherwise preparing goods for transportation,
https://www.naics com/naics-code-description/?code=488991

493110 General Warehousing and Storage

This industry comprises establishments primarily engaged in operating merchandise warehousing and storage facilities. These
establishments generally handle goods in containers, such as boxes, barrels, and/or drums, using equipment, such as forklifts, pallets,
and racks. They are not specialized in handling bulk products of any particular type, size, or quantity of goods or products.
https://www.naics.com/naics-code-description/?code=493110

493190 Other Warehousing and Storage

This industry comprises establishments primarily engaged in operating warehousing and storage facilities (except general
merchandise, refrigerated, and farm product warehousing and storage).
https://www.naics.com/naics-code-description/?code=493190
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CITY QP Tax Abatement Submittal Form

The City of Novi asks that all firms requesting more information about
tax abatements for their new or existing business fill out this form.

Please return completed form by mail to:

Victor Cardenas

NV
INOQW I 45175 w. Ten Mie Road
cityofnovi.org  Novi, Ml 48375

or by email to: vcardenas@cityofnovi.org

. _ Production Tool Supply Company d/b/a Berkshire Supply
Name of firm requesting abatement:

Contact Person: r2i8 Fishel, Empowered Official

Address: 8655 East 8 Mile Road, Warren, MI 48089

Phone: (734) 934-4920 Email: cfishel@pts-tools.com

Please answer the following questions as completely as possible.

1. How many acres does the project include? 9

2. How many new jobs would be brought to the City of Novi¢ s

a. Average salary range of new hires? $17.00/hour to $58.00/hour

Is this an expansion project of an existing business in Novi2_Yes X No

Is this project coming from within the State of Michigan2 X Yes__ No

If you answered No, please indicate the origin state?

Is the headquarters on the site of the facility for which you are requesting abatement?2

Yes X* No__

*The proposed development Project will be the corporate headquarters for the
Berkshire ¢Supply business operations.

11



City of Novi
Property Tax Policy
Supplemental Questions

Date: October 7, 2017

Applicant Name: Production Tool Supply Company LLC d/b/a/ Berkshire ¢Supply

This form has been started to assist the applicant in addressing the areas questioned within the
city’s abatement policy. This is only to be used as a starting guide. It is suggested the applicant
provide as much written responses and documentation as necessary to assist the City Council in
its determinations that the applicant needs the abatement and the background regarding the
business activities it provides.

The following criteria will be used to evaluate requests for tax abatement and determination of
the number of years of the abatement. The City Council reserves the right to modify the tax
abatement criteria to reflect changing objectives, priorities or conditions of the community. All
of the following items would need to be initially addressed by the applicant before
consideration can move forward.

You must provide support for the following areas.

A. Has the applicant begun construction or installation of its project starting or exceeding more
than 6 months before filing its application with the city? Provide history and support that for
abatement application was received by the City no greater than 6 months from project
construction/installation. Provide proof the application pertains to a project located within an
established plant rehabilitation district or industrial development district or the means for
establishing said district.

The Applicant has not started construction of the proposed Project.

B. Does the applicant or entity have any outstanding property taxes owed relating to this
project or any other properties within the city? AS relevant, provide parcel numbers and
outstanding taxes owed.

No, Applicant does not have any outstanding taxes owed to the City of Novi.

C. If the facility is leased, will the number of years requested for the abatement including its
business residence requirement (i.e., years identified in incentive agreement post certificate



expiration) exceed the number of tax years (i.e., December 31 for subsequent year) stated in
the lease? Lease period MUST NOT include any options of renewal or release. Identify at
minimum lease execution date, commencement date, ending date. Provide city with copy of
complete lease as executed.

The proposed facility will not be leased, but owned by Applicant.

D. Is there any pending or current litigation, including but not limited to property tax appeals,
against the City by the applicant or any of its agents?

No, Applicant does not have any pending or current litigation, including but not limited to property
tax appeals, against the City of Novi by the applicant or any of its agents.

E. Is the abatement application for the current phase of the project? Provide summary of the
construction/installation which is identified by the application including a breakdown of
beginning construction/installation date (D/M/Y), ending construction date (D/M/Y), type of
construction/installation, and estimated cost associated by the application. Provide description
of reasoning for the project and its need by the applicant.

The abatement application is for the current phase of the project. The Application for Industrial
Facilities Tax Exemption Certificate, Michigan Department of Treasury Form 1012 is attached to this
document to provide a summary of the proposed construction/installation related to the Project.

F. How is the project fiscally beneficial to Novi from a tax revenue standpoint? How will the
project provide a potential to increase employment opportunities for citizens of the
community? Provide sufficient information for the city to understand the due diligence efforts
of why the applicant is initiating this project. Some examples may include: income salaries and
range of salaries of new employees serving the Novi area; greater contribution of supporting
residential and non-residential properties (groceries, gas, clothing, etc). Response is not a
substitute for providing detailed employment breakdown as required and relating to
application.

The proposed Project will be fiscally beneficial to Novi from a tax revenue standpoint as it will
generate millions of dollars of new property tax revenue over the Projects’ useful life. In addition,
the proposed Project will bring 240 new jobs to the City of Novi, increasing employment
opportunities for citizens of Novi and the surrounding communities. Attached in support of the
Project is a Jobs Table summarizing the projected income salaries and range of salaries of new
employees working at the proposed new Novi facility. In addition to generating new property taxes,
projected 240 new employees will likely frequent nearby restaurants, gas stations, retail locations
and other local venues.



G. Would the company locate or expand in the city of the tax abatement was not available?
Provide support for cost/benefit analysis of the savings.

No, Production Tool Supply Company d/b/a Berkshire eSupply will not locate in the City of Novi
without the approval of the tax abatement. The Property being developed for the proposed Project
has numerous engineering, logistical and financial challenges associated with the intended site
development activities. These challenges include difficulties with the Property itself due to
topography/grade changes, wetlands, woodlands and the lack of municipal utilities located near the
Property as well as challenges related to constructing the site improvements.

The Purchase Agreement between the Applicant and current property owner/seller is conditioned
upon Due Diligence activities being satisfactory to the Applicant. These Due Diligence activities
include, amongst other requirements, that the City of Novi approve the Industrial Facilities Tax
Abatement application and the Site Plan/Entitlements. In addition, the Applicant has identified
several alternate sites within Oakland County should the City of Novi not approve the request
Industrial Facilities Tax Abatement.

H. Has the company developed the necessary cost disparity between expanding or locating in
Novi and any and all other alternative locations outside the community? Provide support for
cost analysis developed.

Please see the response provided in G, above.

I. What is the long term impact of the project on Novi's economy, particularly in both real and
personal property? Provide support of business contributions. Examples may include, but not
limited to curing property-related economic obsolescence, revitalizing property and
surrounding property tax base, increase property and surrounding property tax base, assisting
city in its economic vision of area.

The Property being targeted for development of the Project has been vacant and undeveloped for
many years due to topography/grade changes, wetlands, woodlands and the lack of municipal
utilities located near the Property as well as challenges related to constructing the proposed site
improvements. The proposed Project is a very high quality development proposed by a Fortune
100 Company comprised of well experienced investors. The Project will provide considerable long
range benefit to the City of Novi and surrounding community as the Corporate Headquarters and
Warehouse/eCommerce Lab of Berkshire eSupply. In addition, Applicant is projecting the need for
an expansion of the new facility between two and five years after completion of the Project. The
expansion is expected to add another 75 high wage high-skill jobs.

The Project being proposed for the Property is expected to develop a long vacant and unproductive
industrially zoned property within the City of Novi and entail a total investment of $40,000,000 or
more for site development, vertical construction and fixtures, furniture and equipment, which will
most likely result in an increase in property values for the surrounding properties as well as result



in a direct increase in the property tax base of the Property, thus assisting City of Novi in realizing
its economic vision for the geographic area in the vicinity of the Property.

J. What are the contributions the business and its employees made to communities where it is
currently located (i.e., are they a good neighbor. do they get involved in civic activities)?
Provide list both from company and employee contributions.

Production Tool Supply has supported many charities in the local and regional community through
donations, as well as partnering with Gleaners/Gleaners Community Food Bank (www.gcfb.org) for
Canned Food Drives and Marine Toys for Tots Foundation (www.toysfortots.org) for annual
Christmas gift collections distributed to local families in need. The company is also proud of its
participation in the Detroit Thanksgiving Day Parade with employees and their families walking and
providing resources to The Parade Company (www.theparade.org) and the company has been a
supporter of the 8 Mile Boulevard Association (www.eightmile.org) in many beautification projects.
Berkshire eSupply intends to continue the strong tradition of community involvement and support
championed by Production Tool Supply with its proposed move to Novi and Oakland County.

K. Will the applicant lend to diversification and increase of the city’s tax base for developing
both real and personal? Provide support.

Please see the prior responses.

L. Will the project provide enhanced opportunities for the existing business community?
Provide support for response.

It is likely that the both the business operation itself as well as the projected 240 new employees
will utilize local businesses. Please see F, above.

M. How will the project provide corporate ongoing profitability, viability and vitality?
Demonstrate proof, including but not limited to increases in net profit, by percentage, and in
real dollars for the last three corporate fiscal years and forecast years.

Production Tool Supply has been a successful, profitable Michigan company for over 66 Years.
Founded by D. Dan Kahn in 1951 the company has continually been an innovator in the industrial
supply industry and expanded its share in the marketplace through both organic growth and
acquisitions. Since 2012 Production Tool has charted a course of aggressive expansion with the
acquisitions of NNT Company Inc., located in Itasca, lllinois (December 2012), Specialty Tool Inc.
with locations in Ft. Wayne and Indianapolis, Indiana (May 2013), KM Tool Supply in Menomonee
Falls, Wisconsin (September 2013), Marshall Tool & Supply with locations in Chatsworth, California,
Seattle, Washington and Phoenix, Arizona. (May 2014). Jonas Service & Supply of Green Bay,
Wisconsin was acquired in August 2015, followed by the acquisition of McDermott Tool of



Columbus, Indiana in December 2016. With several more acquisitions now actively being pursued,
the strategy of growth and acquisition is planned to continue.

Production Tool's relationships with its suppliers and customer’s and strong management team
have been a strength and a key driver of the business expansion over the years. It was through a
long supplier relationship with Iscar and the IMC Group that led to Berkshire Hathaway's interest in
acquiring a company with such a long track record of success as Production Tool. While
Production Tool already has significant resources, the potential partnership with a company as
prestigious as Berkshire Hathaway led by a man as successful and universally respected as Warren
Buffet was a decision made with a long term focus towards a successful, aggressively growing
future. Berkshire Hathaway's strategy of managing their businesses on an unusually decentralized
basis with minimal involvement from their corporate headquarters in the day-to-day business
activities of the operating business was perfectly aligned with the retention of Production Tool's
long term upper management staff with average tenure at the company of 29 years. The continuity
of a successful business, driven by an experienced, dynamic management team, coupled with an
aggressive growth strategy and the significant resources of Berkshire Hathaway have positioned
Berkshire eSupply for a limitless future.

PTS' revenue and profitability have remained strong for the past recent years even in the face of the
significant economic downturn that has taken place in the Oil & Gas industry across North America
for going on 3 years now. A significant portion of the PTS business portfolio is rooted in the 0&G
industry in the southwest United States and across Canada. Although total revenue and
profitability for the PTS group of companies declined due that economic impact for the year ended
December 31, 2016, the preceding years of 2015, 2014, 2013 and 2012 resulted in year over year
revenue growth of +1% for 2015, +23% for 2014, +16% for 2013 and +20% for 2012. Profitability has
followed a similar trajectory with strong results for 2016 even despite the widespread economic
decline. Profitability for the preceding years of 2015, 2014, 2013 and 2012 were more closely
aligned with revenue growth noted previously.

N. How will the project impact the community in terms of benefits outweighing the taxes
forgone by the city? Applicant must provide a fiscal impact analysis that demonstrates the
positive impacts to the community and where the benefits outweigh the abated amount in
taxes for the duration of the abatement.

Please see the attached City of Novi IFTA Real Property Only Cash Flow Table that calculates the
increased taxes paid during the requested 12 Year Abatement Period as well as for an additional 17
years thereafter. Even during the tax abatement period, the City of Novi receives a significant
increase in new property taxes that were not being paid previously as the Project did not exist and
therefore could not generate the taxes. In addition, once the 12 year abatement expires, the City of
Novi will be collecting 100% of the significant new taxes directly generated from the Project.

0. How will the applicant comply with the required yearly abatement compliance review?

The Applicant will provide information to the City of Novi that is relevant to Applicant’s achieving
the intended employment and investment goals for the Project that are approved as part of the tax



Abatement. This information could be included in some type of IFT Status Letter or Report to the
City Clerk summarizing the following:

o The number of new jobs projected in the IFT application and the actual number of new jobs
created;

o If the projection for creation and/or retention of jobs was not reached, providing an
explanation;

e The estimated Project cost estimated in the application and the actual Project cost; and
« Ifthe actual project costs differ substantially from projected cost, give explanation.

The above information could be prepared by the Applicant and submitted to the City Clerk for
review and, if any arise, questions.

P. What assurances does the applicant make to commit itself to the community for the entire
term of the tax abatement and into the future? Evidence of this involvement would occur at
time abatement is awarded to applicant.

The Applicant is investing a significant amount of money into the Property and Project, over
$40,000,000. Please see the responses to A through P, above.

Q. Will granting of the industrial facilities exemption certificate, considered together with the
aggregate amount of industrial facilities exemption certificates previously granted and currently
in force, have the effect of substantially impeding the operation of the City? Demonstrate
whether the change would be greater or less than 5%.

According to information provided to Applicant in conversations with City of Novi officials, the
Project and prior existing projects will not and do have the effect of substantially impeding the
operation of the City.



Production Tool Supply Company LLC
d/b/a Berkshire eSupply

Proposed New Jobs Table

Proposed New Warehouse/eCommerce Lab and Corporate Headquarters

14 Mile Road
Novi, M| 48377

Estimated New Jobs at New Berkshire eSupply Facility

Full Time and Contract Employees End of Year 1 End of Year 2
2019 2020
New Jobs Average New Jobs Average
Created Weekly Wage Created Weekly Wage |
Management/Professional 45.5 $105,560.00 19.5 $45,240.00
Office 66.5 $66,500.00 28.5 $28,500.00
Skilled Labor 10.5 $11,340.00 4.5 $4,860.00
Semi-Skilled Labor 45.5 $30,940.00 19.5 $13,260.00
Un-Skilled Labor 0.0 $0.00 0.0 $0.00
Estimated Total 168.0 $214,340.00 72.0 $91,860.00
Total New Jobs 240.0
Total Weekly Payroll $306,200.00
Total Annual Payroll $15,922,400.00

All jobs and payroll information provided by Production Tool Supply Company LLC d/b/a Berkshire “Supply on 10/5/17; updated 10/8/17

10/8/2017



TABLE 5
BERKSHIRE "SUPPLY CORPORATE HEADQUARTERS AND "FULFILLMENT LAB DEVELOPMENT 11/9/2017
P.A. 198 IFT ABATEMENT CASH FLOW STATEMENT
CITY OF NOVI, OAKLAND COUNTY, MICHIGAN

YEAR 20 o H 2003 2034 s
1 13 16 7 18
REAL PROPERTY VALUE ADDITIONS [Taxable Value) $10.750.000 $10.750,000
TAXABLE VALUE
REAL PROPERTY TAXABLE VALUE - COMMERCIAL $1,007.720 311,767,767 322035475 322661830 37000448 323,321,353 323,554566 IZITO0112 S24M28.013 324208283 3245100876 524750086 IIS003.647 535250680 | 525506220 325751.282 26018805 $26.279.084 326,541,875
TOTAL EST. TAXABLE VALLE HPOTT0 BTITTTOT RILEMATE SZMTLEI0 KIL0NAN E233T1083 4DM4EH B3I, 111 I20020015 24360300 SIAAT0NTE EBATEA000 DM003MMT  EIEIALA0N MILE00TN AISTELIE EICRILANE BIITROG BILAA1ATE
TAX REVENUES
Rates LOCAL TAXES
01968 OAKLAND ISD-ALLOCATED 3158 2314 $4,450 $4.405 34 54585 4831 34877 4724 S4771 34810 34,887 $4516 34085 35015 $5.085 35,115 $5,186 35218
I OAKLAND 1SD-VOTED $135 SMEI S04 SN STAM $72580  STAZES  STE0IE  §747S8  §7SS08 STs2E 7024 ST s7esTz| S8 $e0.151 8053 e 3A2580
15555 OAKLAND COMM COLLEGE $1S6A  31B305  EIS200 SMSSE ISST SM278 MM 5004 SITITE SATT4D SMIXT $500 53 $30282| S3ETS  SH0T2  BA04T2 340877 341288
48208 GENERAL 34,850 $57005  S111380  $112484  F13S18 S114TSS 115803 SNTOM  S1B232  $11B415 BI20808  MIZMS 512300 124203 | $125506 5126781 SI28020 $I2000 3130602
14708 STREETS $1,482 517,308 533,262 $33,625 533,081 334,301 534,644 334,990 335,340 35884 $34,051 536,411 $38.775 $37.143 $I7.515 337,890 338,209 530,851 339,008
14003 POLICEFIRE 31411 518478 331,608 o 332334 332657 532,083 Rk ik 330,646 333983 334323 334 888 335,013 335,383 335718 335,074 330,434 236,799 337,167
03780 PARKS & REC 5381 34,448 58,556 B84 8728 38815 58,504 38,593 30,083 $0.173 $8.265 59,358 50,451 39,545 58,641 39738 56,835 0N 51000
02648 DRAING 5267 33,118 35,004 58,054 36114 56175 58,237 38,300 36383 36,426 55,481 38,555 s8e2 55,687 36,754 38822 36 80 S6050 87028
07567 LIBRARY 5763 SEE05  SITAZE SITI00 SITAT3 S17847 TITA4 S1A002  SI882 18384 S18S4T  SIETH  s18.020 $e0e| 1930 $18454 519888 S8R5 520084
03808 2000 LIBRARY DEET 33684 $4.245 34,187 $8.249 58301 $8.414 38,408 38,583 34,980 $4.758 38,844 8,532 10,021 38,112 35,203 39205 38,388 36,481 $0.576
08856 CAPITAL IMPROVEMENTS EE) $1158 SN0 2SR ST2TI SZ2EME SIS a4 SI0MAT S2ABIE 524158 3400 24844 S24800| 525039 525300 2564 25001 326180
40400 CAKLAND COUNTY OPER 34071 $47542 91447 392362 500285  $B4218 385160 596112 3O7.073 308044 595024 S100015  I0LOIS $102025| S103045  $104078  S10S316  SIDBIET  $107.229
02302 OAKLAND COUNTY PK & REC 5241 32815 $5.414 35,469 35523 35578 55634 35801 55748 55805 55,863 35022 55981 36041 6,101 $6,162 6,24 $8.288 6,340
02148 OAKLAND COUNTY HCMA 5218 52525 34,858 34,006 055 55,005 35.055 55108 35,156 55208 35,260 533 15388 35410 35,474 35,528 35584 358% 15898
00690 OAKLAND COUNTY 200 5100 51,185 52241 32,263 2086 52,300 s2m2 52355 32379 $2.403 2427 32451 32475 52500 52525 52,550 51578 s2802 see
o.1881 OAKLAND COUNTY ART 5200 2am $4.404 MER 4574 54820 34008 713 34780 54808 34855 34,504 34553 4,00 $5,053 35,103 35,154 $5.200 $5.258
201819 LOCAL TAXES SUBTOTAL $20348 5237614 S4BTOS)  B461624 5486240  SATOR02  SATSENT  B400388  S4BSITI  S4S0023  S404623 00872 33048T1 woeumo| SS1S06  $S20180 3525371 SSMAXS $S35EM
SCHOOL TAXES
17T SCHOOL OPERATING (nen-hamentoad partion) SITETE 5208781 3401502  $40S.008  340B064  IAIATE0  S4ITERS  S4Z2077  B4DE2B8  S430561  BAIMEEE  ANGDIS 443007 $ee043 | 452534 SASTDMD  B461610 S4B S4T0NS6
459 SCHOOL DEBT 34563 553283 S102.481 SI0ASIE  SI0MS551  S105507  S106853  SI07.TM@ SI0ATU6  SI00BA4 110883 $112003 $113214 s11a3en| 5115490 SUS6ES  SUITAN  S11A980  S12007%
0 4858 SCHOOL SINKING 270 493 $5762  S10E2 S11193 S11305 S1418 $11532 511848 S1ITE4 S11882 312000 2121 $12.242 23|  si2488 S12813 12T SI2886 512088
20000 SCHOOL SET 6,048 STOE0T  SIISENI  BITATI MI38541 $130828 3141027 SI42T41 144088 SI4S810 3147066 $14BS)7 150022 $151527 | 153037 $154568 BIS6.113  SISTATS  $A50250
28 7502 SCHOOL TAXES SUBTOTAL 328,081 $338.432 650078 3857488 864083 5870703 SETTAI0 3554185 3801028 3867837 STO4916 5711865 5718085 ST 37053 $740.874 STAB 2R ITSSTES  $78333
asn TOTAL E8T. TAX REVENUE
IFTA ABATABLE TAXES (TOTAL NEW VALUE MINUS LAND VALUE)
017 Milipge Rytey LOCAL TAXES
01566 OAKLAND |SD-ALLOGATED 32115 34,252 34297 34,341 34,287 5443 34,470 4528 34573 34621 34560 34718 $4.787 s4818 34,887 4817 34,988 5.0
31113 OAKLAND |SD-VOTED S33478 367250  SATEGS  $ABTOB 60424 ST0150  ST0.883  ST1.623  I72aM 73128 §73E8S  STasSE sTS43| STz STTOIE STIENT STESZT  §79.4a4
15555 OAKLAND COMM COLLEGE SI6737 533642 A594  $34350 $MT09 335072 $35A 3I5808 S6182 336550 336941 337,328 SITS| 538107 3804 MRS $BMD EWE
49206 GENERAL S52048 106422  SI107535  SIDBEED  S10B796  SII0B4E  BIIZI03 ST132T4 SI14458  S115850  SUIGESE  S118074 $119305 | $120547 12102 MI2IOT0 M4IS 912584
14708 STREETS SI15826  SILBI0 532143 532479 S32M18 333062 SXOS08  SI3ESE M2 5M560  3Me 3520 535,881 338032 536408 $IETEE 537,080 337556
14003 POLICE/FIRE $15067 530285 $30802 S0 SM24E SIS SME02 22238 H2572 a1z 3255 sNen s33952| 534305 SMe82 5073 535387 835755
03780 PARKS 8 REC 4087 $8.175 38,261 $8347 48,435 38,523 8,612 |7m 18,762 38,884 88977 9,070 59,165 39,260 39,357 39,454 30,553 59852
02648 DRAINS 32848 45,727 35,787 35840 35509 35570 $6,033 36,096 36,159 36224 w280 56,354 $6,420 38,487 58855 38823 36,892 36761
07567 LIBRARY 38142 SIE368 MBS SIATI0 $16.885  $17.081 726 STAE TN $17.785 TS0 §18,158 18347 518538 peTH 892 51801 5193
03608 2008 LIBRARY DEBT 53082 $7.803 $7,8485 57967 38,051 38,135 $8,220 38,308 8302 38,480 3588 $8,858 58748 34838 38,531 19,024 38,118 8213
0858 CAPITAL IMPROVEMENTS SI0605 524316 SIS} SHTES  S:eS2 S22 S22454 522885 52260 323085 S20400 520880 323097  S24148 324307 524851 524907 525166
40400 OAKLAND COUNTY OPER 343,471 $ATITE 588290 SAB214 590147 G108 $ER041 $93,002 33673 5BM4853  $55943 356544 507054  SB8ET4 100004 SIONO045  S102006 3100158
0232 OAKLAND COUNTY PK & REC 52574 $5173 3528 55,282 55397 35,392 35,450 15508 35564 3562 35,6081 35740 35,800 55,860 35821 35,983 $6.045 34108
02146 OAKLAND COUNTY HCMA 230 480 34690 54739 34789 34838 4,880 34940 34902 55044 35,006 $5.150 35203 35257 $5312 $5.367 $5.423 35480
00960 OAKLAND COUNTY ZOO 51,085 52,141 32,164 52186 52200 52212 52255 22m 32303 2 $2.3%51 s2a70 52,400 32425 52451 2476 32,502 2528
© 1981 OAKLAND COUNTY ART 32132 34,284 34378 54375 4420 34,467 54513 4580 34,808 $4058 34705 34754 $4803 34,853 54904 %4955 35,008 35,058
201018 LOCAL RE TAXES SUBTOTAL SUBJECT TO IFT ABATEMENT BITTINE BAMTOE  BASTTE  BAABNT  B4BOSES  BAGIIMA BS000  BABAATS  MANLITE  MTASTE  MTREIS BeB4SDY a2
LOCAL RE TAXES OENERATED POST IFT ABATEMENT EXPIRATION MMATT MaANT MOS0 MSNTTT MR
SCHOOL TAXES
177417 SCHOOL DPERATING (nan-homestend portion) ME0R02  SMATIZ  $MTTZ SIITES  SIES8AZ 00018 BAOA.18 3400419 JAIZEE2 416588 B42I306  S425729 $430,165 | 3434845 3439170 BMAIT4N BM4B3ST 3486335
45279 SCHOOL DEBT 348,721 TS5 585 SOBOSA  SI01.034 SI02090  S103156  BI04ZI4 S1053W 106420 BIOTSI0 3108851 $100783|  $110827 3112082 $113248  S114.428  SNISME
04896 SCHOOL SINKING 270 $5268 310568 310700 10812 510925 S11.0M 311054 S1IT $11,388 511507 SUEW  S1L74 $11.871 SIEM M0 312245 §I2N73 S12502
B0000 SCHOOL SET $64580 3120787  $131125 132408 $133882  S135301 3136084  $138122 139563 S141,020 3142490  }140978 3145476 | 3148991  $1485X  $150.067 3151828 5153205
nIe BCHOOL ME TAXES BUNTOTAL SUBJECT TO IFT ARATEMENT 1308401 MZIWT  E2RMOT MOEI MMNTID BMAD L0 peaLAM LR MTEEE RIS 1.1 LU
Sl Facitiien Tas Alsatamarn e -tian Mats of Ras Property Tauss) M & 3283 BIWMY 43, IS 3700 BIN0I3  $3MA R 348 047
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BERKSHIRE €SuUPPLY

October 6, 2017

City Clerk

City of Novi

45175 West 10 Mile Road
Novi, MI 48375

RE: Berkshire *Supply Corporate Headquarters & eCommerce Development Center
Dear Mayor and City Council:

Production Tool Supply Company LLC d/b/a Berkshire °Supply is the prospective owner through a
Purchase Agreement dated August 2017 of Parcel Nos. 50-22-01-200-027, 50-22-01-200-018, and 50-22-
01-200-026 (approx. 60.2 acres) located in the City of Novi, Michigan (the “Property”).

SEHN NOVI LLC, the current owner of the Property, has requested through a letter dated September 29,
2017, that the Novi City Council establish an Industrial Development District (“IDD”) for the Property
pursuant to P.A. 198 of 1974, as amended, MCL §207.554.

Berkshire “Supply (the “Applicant”) has submitted an Industrial Facilities Tax Abatement (“IFTA”)
Application requesting approval of an Industrial Facilities Exemption Certificate (the “IFEC"} for the real
and/or personal property investment Applicant intends to make in conjunction with the development,
construction and occupancy of the Property the Owner intends to sell to the Applicant for its new Novi
Corporate Headquarters & eCommerce development center (the “Project”).

Subject to the completion of due diligence activities, including City Council establishing the IDD and
approving the IFTA and IFEC, the purchase/sale transaction is scheduled to close in December 2017.

We would greatly appreciate the City Council moving forward on the IFTA and IFEC approval, subject to
the transaction closing, as your approval is a pre-requisite to closing on the Property and moving
forward with the Project.

Sincerely, _

W

Craig Fishel

Chief Financial Officer
Berkshire “Supply
8655 East 8 Mile Road
Warren, M| 48089
T(734) 934-4920




Summary of Previously Approve and Proposed PA 198 Projects
Proposed Data Related to Production Tool Supply Company dba Berkshire eSupply

Property Tax Estimate Total Increase By Fiscal Year Ended

Total Increase
Mills** Annual Tax Bill 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 Revenues

General 49925 $ 45,223 $ 29,570 $ 29,570 $ 32,002 $ 32,002 $ 76,611 $ 76,611 $ 87,332 $ 87,332 $ 87,332 $ 87,332 $ 164,318 $ 230,614 $ 1,020,626
Streets 1.4923 $ 13,518 $ 8,839 $ 8,839 $ 9,566 $ 9,566 $ 22,900 $ 22,900 $ 26,104 $ 26,104 $ 26,104 $ 26,104 $ 49,116 $ 68,933 $ 305,074
Public Safety 1.4208 $ 12,870 $ 8,415 $ 8,415 $ 9,107 $ 9,107 $ 21,802 $ 21,802 $ 24,854 % 24,854 $ 24,854 % 24,854 $ 46,763 $ 65,630 $ 290,457
Parks & Rec 0.3836 $ 3,475 $ 2272 S 2,272 S 2,459 $ 2,459 $ 5,886 $ 5,886 $ 6,710 $ 6,710 $ 6,710 $ 6,710 $ 12,625 $ 17,719 $ 78,420
Drain 0.1006 $ 911 S 596 S 596 S 645 S 645 S 1,544 S 1,544 S 1,760 S 1,760 S 1,760 S 1,760 S 3311 S 4,647 S 20,566
cip 1.0000 $ 9,058 $ 5923 $ 5923 $ 6,410 $ 6,410 $ 15,345 $ 15,345 $ 17,493 $ 17,493 $ 17,493 $ -8 -8 - $ 107,834
Library 0.7678 $ 6,955 $ 4,548 $ 4,548 $ 4922 $ 4,922 $ 11,782 $ 11,782 $ 13,431 $ 13,431 $ 13,431 $ 13,431 $ 25,271 $ 35,466 $ 156,963
Debt Library*** 0.3800 $ 3,442 $ 2,251 ¢ 2,251 $ 2,436 S 2,436 $ 5831 $ 5831 $ 6,647 $ 6,647 $ 6,647 $ 6,647 $ 12,507 $ 17,553 $ 77,684
City 10.5376 $ 95,453 $ 62,414 $ 62,414 $ 67,545 $ 67,545 $ 161,701 $ 161,701 $ 184,331 $ 184,331 $ 184,331 $ 166,838 $ 313,911 $ 440,562 $ 2,057,623
School (Novi) 28.7592 $ 260,509 $ 170,340 $ 170,340 $ 184,344 $ 184,344 $ 441,314 $ 441314 $ 503,075 $ 503,075 $ 503,075 $ 503,075 $ 946,552 $ 1,328,450 $ 5,879,296
County 47880 $ 43,371 $ 28,359 $ 28,359 $ 30,691 $ 30,691 $ 73,473 $ 73,473 $ 83,755 $ 83,755 $ 83,755 $ 83,755 $ 157,588 $ 221,168 $ 978,820
occ 1.5555 $ 14,090 $ 9,213 $ 9,213 $ 9,971 $ 9,971 $ 23,869 $ 23,869 $ 27,210 $ 27,210 $ 27,210 $ 27,210 $ 51,196 $ 71,852 $ 317,994
ISD 3.3079 $ 29,964 $ 19,593 $ 19,593 $ 21,203 $ 21,203 $ 50,760 $ 50,760 $ 57,864 $ 57,864 $ 57,864 $ 57,864 $ 134,850 $ 178,776 $ 728,194
Total 48.9482 $ 443,386 $ 289,918 $ 289,918 $ 313,754 $ 313,754 $ 751,117 $ 751,117 $ 856,234 $ 856,234 $ 856,234 $ 838,741 $ 1,604,097 $ 2,240,808 $ 9,961,926

* Starting and future values are based on initial investment in property with annual 1.5% increases for inflation.
** Annual tax bill based on the 2017 Tax Year millage rates, including 1.000 CIP.
*** Current Debt Millages scheduled to fall off in future fiscal years

Revenue Increases as Abatements Expire

The City's current abatements and when they are set to expire are as follows:

Revenue $2,240,808
Fiscal Year Increase At

Name Taxable Value** Expiration Expiration
HCP Land LLC (Tognum) $2,384,890 2019-2020 $58,368
Harman Becker $9,968,950 2023-2024 $243,981 $1,604,097
Magna Seating $6,935,250 2029-2030 $169,734
Stoneridge $402,750 2018-2019 $9,857
Boco Enterprises $5,000,000 2029-2030 $122,371
Daifuku NA Holding $5,307,500 2029-2030 $129,896
A123 Supplies $13,598,000 2029-2030 $332,799 Proposed $856,234 $856,234 $856,234 $838,741
Yafeng Auto $4,295,000 2025-2026 $105,116  Proposed $75%,447—$751,117
EJ Brooks $973,926 2021-2022 $23,836 Proposed
Hino Motors $7,901,500 2023-2024 $193,382 Proposed
Hanon Systems $9,058,278 2030-2031 $221,693 Proposed $289;918 $289,918 $313;754 $313,754
Production Tool Supply $17,500,000 2030-2031 $428,297 Proposed na

0% 926 024 & 923 024 026 o 8 o 030
1 2 3 4 5 8 9 10 11 12




Proposed Data Related to Production Tool Supply Company dba Berkshire eSupply

The following summary is additional information related to the abatement.

Total estimated investment and estimated taxable value*: Investment $35,000,000 Taxable (50%) $17,500,000 (investment value added at application cost)
Property Tax Estimate Total Incentive By Year (50%)
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Mills** Annual Tax Bill Year1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Total Incentive

General 4.9925 $87,369 $43,684 $44,340 $45,005 $45,680 $46,365 $47,060 $47,766 $48,483 $49,210 $49,948 $50,698 $51,458 $ 569,697
Streets 1.4923 $26,115 $13,058 $13,253 $13,452 $13,654 $13,859 $14,067 $14,278 $14,492 $14,709 $14,930 $15,154 $15,381 $ 170,287
Public Safety 1.4208 $24,864 $12,432 $12,618 $12,808 $13,000 $13,195 $13,393 $13,594 $13,798 $14,005 $14,215 $14,428 $14,644 S 162,128
Parks & Rec 0.3836 $6,713 $3,357 $3,407 $3,458 $3,510 $3,562 $3,616 $3,670 $3,725 $3,781 $3,838 $3,895 $3,954 $ 43,773
Drain 0.1006 $1,761 $880 $893 $907 $920 $934 $948 $963 $977 $992 $1,006 $1,022 $1,037 S 11,480
cp 1.0000 $17,500 $8,750 $8,881 $9,014 $9,150 $9,287 $9,426 $9,568 $9,711 $9,857 $0 $0 $0 $ 83,644
Library 0.7678 $13,437 $6,718 $6,819 $6,921 $7,025 $7,131 $7,237 $7,346 $7,456 $7,568 $7,682 $7,797 $7,914 S 87,614
Debt Library *** 0.3800 $6,650 $3,325 $3,375 $3,425 $3,477 $3,529 $3,582 $3,636 $3,690 $3,746 $3,802 $3,859 $3,917 $ 43,362
City 10.5376 $184,408 $92,204 $93,587 $94,991 $96,416 $97,862 $99,330 $100,820 $102,332 $103,867 $95,420 $96,852 $98,305 1,171,985
School (Novi) 28.7592 $503,286 $251,643 $255,418 $259,249 $263,138 $267,085 $271,091 $275,157 $279,285 $283,474 $287,726 $292,042 $296,423 3,281,730
County 4.7880 $83,790 $41,895 $42,523 $43,161 $43,809 $44,466 $45,133 $45,810 $46,497 $47,194 $47,902 $48,621 $49,350 546,362
occ 1.5555 $27,221 $13,611 $13,815 $14,022 $14,232 $14,446 $14,663 $14,882 $15,106 $15,332 $15,562 $15,796 $16,033 177,499
ISD 3.3079 $57,888 $28,944 $29,378 $29,819 $30,266 $30,720 $31,181 $31,649 $32,123 $32,605 $33,094 $33,591 $34,095 377,466
Total 48.9482 $856,594 $428,297 $434,721 $441,242 $447,861 $454,579 $461,397 $468,318 $475,343 $482,473 $479,706 $486,901 $494,205 $ 5,555,042

* Starting and future values are based on initial investment in property with annual 1.5% increases for inflation.
** Annual tax bill based on the 2017 Tax Year millage rates, including 1.000 CIP.
*** Current Debt Millages scheduled to fall off in future fiscal years

The City's current abatements and when they are set to expire are as follows:

Revenue

Fiscal Year Increase At

Name APN Taxable Value  Expiration Expiration
HCP Land LLC (Tognum)  IN-11-100-320 $2,384,890 2019-2020 $58,368
Harman Becker IN-14-100-400 $9,968,950 2023-2024 $243,981
Magna Seating IN-15-100-195 $6,935,250 2029-2030 $169,734

Stoneridge IN-16-100-095 $402,750 2018-2019 $9,857

Boco Enterprises IN-16-100-096 $5,000,000  2029-2030 $122,371
Daifuku NA Holding IN-16-100-145 $5,307,500 2029-2030 $129,896
A123 Supplies, LLC**** $13,598,000 2029-2030 $332,799
Yanfeng Auto**** $4,295,000  2025-2026 $105,116
EJ Brooks*** $973,926  2021-2022 $23,836
Hino Motors*** $7,901,500  2023-2024 $193,382
Hanon Systems*** $9,058,278  2030-2031 $221,693

Production Tool Supply*** $17,500,000  2030-2031 $428,297
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