
 

 
 
June 4, 2007 
 
 
TO:     Phillip L. Nelson, City Manager 
 
FROM:   John M. Lamerato, Assistant City Manager-Finance/Administration 
    Brian Murphy, Assistant City Manager - Services 

Nino Licari, City Assessor 
 
SUBJECT: Public Hearing for Establishment of an Industrial Development District 

(IDD) for Kostal of America, Inc., 350 Stephenson  
 
 
 
Background: 
 
 Kostal of America, Inc., is currently located in Novi.  They are a family owned, German based 

company that specializes in the development and manufacturing of technologically advanced 
electronic and electromechanical (mechatronic) products.  They have 22 world wide locations, and 
employ approximately 10,500 persons.  All of the worlds leading automobile companies, and many 
of their suppliers are customers of Kostal.  In conjunction with Michigan Economic Growth 
Authority (MEGA) grants, they are seeking (and MEGA requires) a local match to facilitate their 
intention of operating a research and development facility at 350 Stephenson.   

 
Our requested local match is for an Industrial Facilities Exemption Certificate (IFEC) to be issued 
by the City of Troy (application attached).  This is according to Public Act 198 of 1974 (as 
amended) and local City policy.  As you will recall, this amounts to an approximate 50% reduction 
in personal property taxes that they would pay, over a twelve (12) year period (the total percent 
may be slightly higher or lower than 50%, depending on how much of the 6 mill State Education 
Tax the State levies). 
 
In order to grant the IFEC, an Industrial Development District (IDD) must first be established.  This 
District sets the boundaries wherein the exemption may exist. 
 
The IDD and the IFEC do require separate Public Hearings, unless the local unit has delineated all 
areas where IDD’s may locate, in advance.  Council’s policy is to set the district as each 
application is received.  For this reason, the bulk of the information for this application is presented 
with the District public hearing. 
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Financial Considerations: 
 
 The estimated amount of investment in personal property is $2,854,500 for the project.  Over a 

twelve (12) year life, the estimated total taxes are $210,493.06, of which $40,223.87 would be City 
taxes. 

 
A 50% abatement amounts to a savings of $105,246.53 in total taxes, of which $20,111.93 would 
be saved on City taxes.  This is the financial cost to all taxing authorities.  

 
 
Legal Considerations: 
 
 The application meets all requirements of Public Act 198 of 1974 (as amended), the Plant 

Rehabilitation and Industrial Development Districts legislation. 
 
Policy Considerations: 
 
 The application is in compliance with the newly amended tax abatement policy of the City Council 

of the City of Troy (Resolution #2006-06-238, attached).  
 

City Council Goal II, “Retain and attract investment while encouraging redevelopment” is met with 
this expansion.  Kostal will own and occupy the 350 Stephenson Building, which is 76,427 square 
feet, and has been vacant since Collins and Aikman filed for bankruptcy protection, and moved to 
Southfield. 

 
Since both legal and policy considerations are met, staff would recommend establishing the 
District. 

 
Options: 
 
 City Council has the option to establish an Industrial Development district, or not.  If Council does 

not establish a District, then no Exemption can be granted.  A public hearing is still necessary to 
deny the exemption. 
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Michigan Department of Treasury
3222 (Rev. 6-05)

Is this project:
Real Property?
Personal Property?
Both Real and Personal Property - New Facility?
Both Real and Personal Property - Rehabilitation Facility?
Both New and Replacement Facility?

YES NO

YES NO

1.

2.

3.

4.

5.

6.

7.

8.

9.

REMARKS

A. Has the proper local authority reviewed the
plan?

B. Is the project located in a certified industrial
park?

C. Is this a renovation or expansion of an existing
building?

Will this project require improvement of your road
service?

Will this project require improvement of your
sanitary sewer services?

Will this project require improvement of your storm
sewer services?

Will this project require improvement of your water
services?

Will this project require additional police
personnel, police equipment or a need for new
police building expansion?

Will this project require the need for additional fire
personnel, additional or specialized fire equipment
or the need for a new fire building?

Will this project require other costs?

Are costs of infrastructure elements to be provided
through Local Development Finance Authority or
Tax Increment Finance Authority Bonds?

If you answered yes to any of questions 2 through 8, the appropriate sections of the Supplement to Fiscal Statement form 
must be completed and accompany the IFT application. Call (517) 373-3272 to obtain that form.

Estimated Project Investment (not assessed value):
Real Property Personal Property Total

Applicant Name

Signature Name and Title of Local Governmental Unit Official

This is to certify that the following has been provided as accurately as possible.
LOCAL UNIT CERTIFICATION

Fiscal Statement (to be completed by local unit)



Market Value 2,854,500 2,616,720 2,180,775 1,635,799 1,090,751 636,453 318,354 132,722 44,276 11,082 1,851 155 0
50% of Value 1,427,250 1,308,360 1,090,387 817,900 545,375 318,227 159,177 66,361 22,138 5,541 925 77 0

Year 1 2 3 4 5 6 7 8 9 10 11 12
Depreciation 0.9167 0.8334 0.7501 0.6668 0.5835 0.5002 0.4169 0.3336 0.2503 0.1670 0.0837 0.0004

Taxable Value 1,308,360 1,090,387 817,900 545,375 318,227 159,177 66,361 22,138 5,541 925 77 0

Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes Taxes
100% of 
Millage

Trans 0.59000 $771.93 $643.33 $482.56 $321.77 $187.75 $93.91 $39.15 $13.06 $3.27 $0.55 $0.05 $0.00
County 4.64610 $6,078.77 $5,066.05 $3,800.04 $2,533.87 $1,478.51 $739.55 $308.32 $102.86 $25.74 $4.30 $0.36 $0.00

Int Schools 3.36900 $4,407.87 $3,673.51 $2,755.50 $1,837.37 $1,072.11 $536.27 $223.57 $74.58 $18.67 $3.12 $0.26 $0.00
Comm Coll 1.58440 $2,072.97 $1,727.61 $1,295.88 $864.09 $504.20 $252.20 $105.14 $35.08 $8.78 $1.47 $0.12 $0.00

State Ed 6.00000 $7,850.16 $6,542.32 $4,907.40 $3,272.25 $1,909.36 $955.06 $398.17 $132.83 $33.25 $5.55 $0.46 $0.00
School Op 18.00000 $23,550.48 $19,626.97 $14,722.19 $9,816.76 $5,728.08 $2,865.18 $1,194.50 $398.48 $99.74 $16.66 $1.39 $0.00
Sch Debt 4.71000 $6,162.38 $5,135.72 $3,852.31 $2,568.72 $1,498.85 $749.72 $312.56 $104.27 $26.10 $4.36 $0.36 $0.00

Admin 0.38310 $501.23 $417.73 $313.34 $208.93 $121.91 $60.98 $25.42 $8.48 $2.12 $0.35 $0.03 $0.00
City 9.28000 $12,141.58 $10,118.79 $7,590.11 $5,061.08 $2,953.14 $1,477.16 $615.83 $205.44 $51.42 $8.59 $0.72 $0.00
Total 48.56260 $63,537.37 $52,952.04 $39,719.33 $26,484.85 $15,453.91 $7,730.04 $3,222.66 $1,075.08 $269.09 $44.94 $3.76 $0.00

Total 12 Years $210,493.06
Total City 12 Yr $40,223.87

50% Total 12 Yr $105,246.53
50% Total City 12 $20,111.93 Net Total City Taxes Abated

City of Troy - Assessing Department
Kostal of America, Inc

Estimate of Total Taxes and Tax Savings for IFEC Application

Net Total Taxes Abated



F-5 Amending the Personal Property Tax Abatement for Manufacturing and 
Headquarter Companies 

 
Resolution #2006-06-238 
Moved by Beltramini  
Seconded by Fleming   
 
WHEREAS, The City of Troy has the economic objective of (a) increasing employment 
opportunities, (b) diversifying and stabilizing the industrial base of the community, (c) reducing 
economic obsolescence of the industrial base, (d) providing homogenous industrial areas, (e) 
encouraging industrial expansion, (f) providing for improved public facilities in industrial areas, 
and (g) encouraging attractive, viable industrial sites, and 
 
WHEREAS, The Industrial Facilities Tax Act (P.A. 1974 No. 198), as amended, empowers 
cities to establish Industrial Development Districts (IDD) and to grant tax exemptions for certain 
industrial properties which meet certain criteria established by the Act; 
 
THEREFORE, BE IT RESOLVED, By the City Council of the City of Troy, that the following 
criteria are to be met, applied or measured by the City Manager or his designees in the review 
of areas and locations to be considered for designation as Industrial Development Districts 
(IDD) by the City Council: 
 

1) That the tax exemption shall not apply to real property except those building 
improvements which are uniquely required to support the personal property to be 
abated; and 

 
2) That the tax exemption shall not apply to leasehold improvements or building 

improvements except those uniquely required to support personal property to be 
abated; and  

 
3) That said abatement of taxes shall cease at such time as applicant fails to prove 

by factual evidence that such personal property is being used in compliance with 
the basic guidelines established above. 

 
4) The applicant would document that they are Michigan Economic Growth Authority 

(MEGA) eligible, would be filling vacant Troy space, or will retain or expand the 
number of jobs in Troy. 

 
BE IT FINALLY RESOLVED, That the term of abatement for any and all property meeting the 
aforementioned criteria SHALL NOT exceed 12 years, it being the INTENT OF THE CITY 
COUNCIL TO APPROVE various lengths of abatements to the extent provided by laws of the 
State of Michigan. 
 
Yes: Fleming, Lambert, Schilling, Beltramini  
No: Howrylak  
Absent: Broomfield, Stine 
 
MOTION CARRIED 
 
 



Legal Description for Kostal of America, Inc., property at 350 Stephenson, Troy, 
MI 48083-1103 
 
 
88-20-35-327-026 
 
 
 
T2N, R11E, SEC 35  
OAKLAND COUNTY CONDOMINIUM PLAN NO 1418  
TROY CONCEPT CENTER  
UNIT 3, L24972, P416, 
05/13/02 FR -006 
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Parcel ID # 88-20-35-327-026  350 Stephenson Troy, MI 48083-1103
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June 4, 2007 
 
 
To: State Tax Commission 
 P.O. Box 30471 
 Lansing, MI 48909-7971 
 
From: Leger (Nino) Licari, Assessor 
 
Re: Affidavit of Application Fees For IFEC 
 
 
 
 
  This affidavit attests that no payment of any kind has been made or 
promised in exchange for favorable consideration of an exemption 
certificate application by the City of Troy, in regards to the application of                     
Kostal of America, Inc., 350 Stephenson, Troy, Michigan 48083-1103. 
 
 
 
 
 
_________________________________               ______________ 
Signed, Leger (Nino) Licari, City Assessor                                           Dated 
 
 
____________________________________________                     __________________ 
Signed,                                                                                                 Dated 
 
 
 
 
 



CITY OF TROY 
INDUSTRIAL FACILITIES EXEMPTION 

CERTIFICATE LETTER OF AGREEMENT 
 

 
     This agreement between Kostal of America, Inc, (“Company”) and 
the City of Troy, is for the purpose of fulfilling the requirements of Public 
Act 198, as amended in Public Act 334, Section 22. 
 
     In consideration of approval of an Industrial Facilities Exemption 
Certificate (IFEC), Kostal of America, Inc, understands that through its 
investment of $ 2,854,500 and its qualification for Michigan Economic 
Growth Authority incentives, and the City of Troy, by its investment of the 
Industrial Facilities Exemption Certificate, are mutually investing in and 
benefiting from this economic development project, and furthermore, 
agree to the following: 

   
 
1.) The length of time for which the abatement is approved is __ 

years after either completion of construction of the facilities, or 
December 31, 2009, whichever is sooner. 

 
2.) At the end of two (2) years or no later than December 31, 

2009, Kostal of America, Inc will report to the Assessing 
Department of the City of Troy the actual cost of this project 
and indicate any differences and the reason for any 
differences in the cost or scope of the project as compared to 
the IFEC application submitted by the Company. 

 
3.) Kostal of America, Inc, agrees to remain within the City of 

Troy for the period of the Industrial Facilities Tax (IFT) 
abatement in order to retain the benefits of the IFT, unless 
permission for relocation is granted by the City Council of the 
City of Troy. 

 
Kostal of America, Inc, further understands that if it chooses 
to leave the City of Troy without permission for relocation prior 
to the end of the term of the IFT, the City Council of the City 
of Troy has the right to recapture from the Company the total 
amount of taxes abated by the IFT. 

 
4.)  Kostal of America, Inc, understands that the City of Troy 

may reduce the term of the IFEC, revoke the IFEC and/or 
recover from the Company, the amount of taxes which were 
abated if the project has not been completed, expenditures 
made, as represented by the Company, in Section 12’C of its 
application, by sending a copy of this Agreement along with a 
copy of the City Council Resolution authorizing such action to 
the State Tax Commission. 

 
 



 
 
5.)  Kostal of America, Inc, agrees that it will operate the Project 

in accordance with all applicable Federal, State and Local laws 
or regulations, including but not limited to zoning, outside 
storage, industrial waste disposal, air and water quality, noise 
control, other environmental regulations, and all of the terms 
and conditions of the Consent Judgment governing the parcel. 

 
6.) By execution of the Agreement, it is understood that the 

Company’s investment in the Project, and the City of Troy’s 
investment in the granting of the IFEC is to encourage 
economic growth within the City of Troy. 
 
The City of Troy acknowledges that in some instances 
economic conditions may prevent the Company from 
complying fully with this Agreement, and the terms of the 
Application.  The City of Troy will give the Company an 
opportunity to explain the reasons for any variations from the 
representations contained in the Application and will evaluate 
the Company’s situation prior to taking any action authorized 
by Paragraph 4 and 5 of this Letter of Agreement.  

 
7.) This Agreement constitutes the entire Agreement between the 

parties and there are no other remedies for breach of this 
Agreement other than as specified in this Agreement or as 
provided for in Public Act 198. 

 
     This agreement may only be altered upon mutual consent of both 
parties. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 

CITY OF TROY 
INDUSTRIAL FACILITIES EXEMPTION 

CERTIFICATE LETTER OF AGREEMENT 
(Signature page) 

 
 
 
 
 
 
 
 
 
 
 
 
 
Signed: ________________________ __________________ 
   (date) 
 
Name:       
 
Title:  
 
 
 
Signed: ________________________ ___________________ 
 Louise E. Schilling , Mayor (date) 
 City of Troy 
 500 W Big Beaver 
 Troy, MI 48084-5285 
 
 
Signed: ________________________ ___________________ 
  Tonni L. Bartholomew                         (date) 
 City Clerk 



 
JOHN SCHWARTZ 
ROYAL OAK PUBLIC SCHOOLS 
1123 LEXINGTON 
ROYAL OAK MI 48073-2499 
 

  
CLARENCE E BRANTLEY   
OAKLAND COMMUNITY COLLEGE 
2480 OPDYKE 
BLOOMFIELD HILLS MI 48304-2266   

 
OAKLAND INTERMEDIATE SCHOOLS 
2111 PONTIAC LAKE 
WATERFORD MI 48328 
 

 
PATRICK DOHANY 
OAKLAND COUNTY PTA 
1200 N TELEGRAPH Dept 479 
PONTIAC MI 48341-0479 
 

 
DAVID HIEBER 
OAKLAND COUNTY EQUALIZATION 
250 ELIZABETH LAKE RD 1000 W 
PONTIAC MI 48341 

 
KOSTAL OF AMERICA INC 
25325 REGENCY DR 
NOVI MI 48375 
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