
Affordable Housing? 
Council’s simple solution 
has turned complex. 
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It seemed so simple at the time: the city 
would buy the former YMCA property 
at Fourth Avenue and William to preserve 
affordable housing there. Then it 
would resell the site to a private developer— 
who in exchange for the prime property 
would not only repay the city’s $3.5 
million investment but also build and 
manage 100 bigger, better affordable housing 
units. 
 
It all could still happen—but it’s no 
longer looking so simple, and it’s certainly 
not looking so cheap. After the heating 
system in the old building failed last fall, 
city council had to commit more than 
$ 1 million—more than 10 percent of its 
general fund reserves—to providing temporary 
housing for former Y residents. 
That’s for this year alone: the project 
won’t be complete for a couple more. And 
now the city’s chosen developer for the 
site is seeking more than $14.5 million in 
public funds. 
 
Novi-based HDC Construction beat out 
three other proposals to win the city’s 
nod—in part because a Downtown Development 
Authority selection committee reported 
that its plan would require a “minimal 
amount of local public housing subsidy” 
and fewer “contingent financing 
sources.” HDC planned to finance much 
of the project by selling shares to investors 
wishing to use the state Low Income 
Housing Tax Credit program (LIHTC). So 
council awarded a binding purchase option 
to HDC last August, and the company applied 
for LIHTC status. 
 
Now both council and the DDA are experiencing 
sticker shock. As “William Street Station” has been redesigned (eight story 
towers have become twelve and 
fourteen stories) and moved from 
schematics to site plan, it still hasn’t been 
awarded LIHTC funds. And while HDC 
has been creative at finding money in new 
pockets, most of those pockets belong to 



local agencies. 
 
According to a presentation to a DDA 
committee in January, the developer is 
hoping to get over $6.2 million in “brown- 
field” money to clean up environmental 
hazards on the site—more than $4 million 
in state single business tax credits, plus 
another $2.2 million from the city to be 
repaid from the project’s future property 
taxes. It’s requesting $5 million from the 
DDA to pay for parking and public 
improvements such as storm-water detention; 
$800,000 from the Ann Arbor Smart- 
Zone, which captures school taxes to 
encourage innovative businesses; and 
$500,000 from the city housing fund. 
Finally, it’s proposed that the DDA kick in 
another $2 million to subsidize rents for 
fifteen years at half of the planned ninety 
“market rate” apartment units. 
 
Normally, the DDA would see a significant 
boost in tax revenue from a project 
on this scale—money it could then recycle 
to support the project. But in addition to 
the taxes it wants to divert through the 
brownfield program, HDC also is seeking 
a tax abatement for the “affordable” 
tower—something the city has granted no 
other housing nonprofit—and wants to 
make a “payment in lieu of taxes” for the 
mixed-income second tower. No wonder 
the DDA has been taking its time with the 
request. The decision won’t be made until 
its meeting in February. 


