M-1 RAIL
6010 RENAISSANCE CENTER, SUITE 1740
DETROIT, M| 48243

CHAIRMAN PRESIDENT & DEO
ROGER 5. PENBKE . MATTHEW P. CULLEN
September 21, 2012
Dear Secretary LalHood,

M-1 RAIL is pleased to provide the following tesponse to yout letter of June 19, 2012 which
outlined the issues that must be resolved before we can move forward together with the M-1 RAIL
project. We deeply and sincerely appreciate your leadership and the efforts of the Federal Transit
Administration (FTA), especially Sean Libberton and Administrator Peter Rogoff, in addressing
these issues ovet the past several weeks. We equally appreciate the leadership of Governor Snyder,
Mayor Bing, and SEMCOG Executive Director Tait and the efforts of their respective teams.

This lettes provides an overview of M-1 RAIL's progress to date and then summarizes out response
on each issue identified in your letter. The responses are followed by appendices that include
supporting documentation and additional detail.

A. OVERVIEW OF PROGRESS TO DATE

As of Januaty 2012, M-1 RATL had $52.6 million in capital commitments, By late April, M-1 RAIL
had amassed $100.1 million in capital and operating commitments. By September, M-1 RAIL’s
work with both private enterptises and public agencies has secured a total of $115.5 million for the
project. All of these revenues wete secuted absent a clear Federal commitment to the project.

Reflecting the depth and breadth of support for this project, M-1 RAIL’s fundraising track record
has proven extremely successful - and we are poised to continue.

With realization of (2) assumed New Market Tax Credits proceeds; (b) assumed advertising
revenues; () a revised and conservative farebox recovery rate; and (d) the reprogramming of the
TIGER I grant for its original purpose, M-1 RAIL’s financial plan will have accounted for nearly
92% of the resoutces necessaty to not only consituct the project, but to operate it for 10 years.

Tn the past 60 days, in addition to securing critical suppott from the State of Michigan, M-1 RAIL
has identified the donors needed to complete the plan. It is M-1 RAIL’s expectaiion that all
temaining fundraising will be accelerated with the securing of the TIGER I grant, which provides
new investors with the confidence the project will move forward with the backing of the U.S.
Depattment of Transportation.

Specifically, dusing this 60-day review period, M-1 RAIL has taken the following steps telative to the
capital and operating financial plans:

o Worked with the State of Michigan to secure $15 million in State commitments and to confirm
the range of the State’s suppott for the project as outlined in Governor Sayder’s letter of
September 5, 2012 (See Appendix I).




o Begun wotk to assemble a stakeholder "consortium of a minimum of 12, and up to 25,
stakeholders that have a vested interest in the Woodward Cortidor to suppott the operating
budget, with a projected capacity of $13 million over 10 years (see Appendix I).

e Identified and begun working with new donor prospects representing a potential $15.5 million in
new capital commitments, including an active grant request to JP Morgan Chase that will be
decided later this month and new documented support from Bank of America (see Appendix I1).

e Securing only slightly more than half - §16.1 million - of these funds would fully fund the M-1
RAIL streetcar project and the first ten years of operations. Any committed funds above this
amount will be used as a resesve fund, first for capital (if needed), and then ptoject operations.

o It is important to note that there is sufficient flexibility in our cuttent donors” designation of
grants to allow new donations to suppozt either capital or operations, wherever a gap exists. The
Kresge Foundation in particular is willing to provide this flexibility with its grant to the project.
As demonstrated below, M-1 RAIL believes that it has been conservative in its new donor
projections, assuming approximately a 56% tealization rate combined for both the operating
consortium and identified capital donors, allowing for further confidence that all project needs

will be met.

Since beginning the validation process with FTA, M-1 RAITL has not only continued to demonstrate
its fundraising capacity, but has done so in conjunction with adopting mote conservative cost and
revenue assumptions. With FTA’s guidance, M-1 RAIL. has lowered its farebox revenue projections,
increased its baseline capital cost, and targeted a obust capital resetve. M-1 RAIL’s fund
development plans are thetefore addressed to consetvative targets, and against them M-1 RAIL has
again secured over 90% of the required funding and identified donors to fill the remaining gap.

B. RESPONSE 10O INDIVIDUAL ISSUES

1. DEVELOPMENT OF A CREDIBLE PLAN TO COVER OPERATING COSTS

The TTA-validated annual operation and maintenance (O&M) cost for the M-1 RAIL project is
$5.10 million in 2012 dollags. With assumed stast-up in 2015, this projected cost escalates over ten
years for a total cost of §55.4 million. In addition to this core operating budget, M-1 RAIL’s
operating plan includes ancillaty administrative costs for its own operations as a non-profit entity as
well as lease payments to M-2 as called for under the New Markets Tax Credits INMTC) structure.
We anticipate receiving additional support from members of the stakeholder consortium ot current
ot new philanthropic donors to cover these nominal costs. A summary and discussion of M-1
RAIL’s ten-year funding plan follows, and the annual cash flows are provided in the Operating
Source and Use of Funds document in Appendix L.




TABLE 1; SUMMARY OF 10-YEAR OPERATING BUDGET
- USES 0 10 YEAR TOTAL
Steeetcar Operations Contract $55.4 million
Ancillary M-1 RATL Administrative Costs $2.8 million
Lease Payments to M-2 $1.5 million
 TOTAL $59.7 million_
~“SOURCES ~ 10-YEAR TOTAL
Farebox Recovery $20.1 million
Naming Gift/Private Sinking Fund $10.0 miflion
State of Michigan Commitments Allocable to $15.0 million
Operations or to Supplant Flexible Capital
Funds to be Used for Operating
General Advettising Revenue $4.0 million
Stakeholder Consotrtium $6.3 million
Towasrds Core Operations
(under development) ‘
Stakeholder Consortium and Other $4.3 million
Philanthropic Suppoit Toward M-1
Administrative Costs and Lease Payments
(under development)
TOTAL P ) $59.7 million

A. UskEs OF FUNDS

M-1 RATL has marginally adjusted its Q&M costs based on fugther review of, and corrections to, the
April 2012 Business Plan. Each of these changes is discussed below and the resulting cost reductions
as compared to the Business Plan ate summarized in Table 2.

¢ STREETCAR OPERATIONS CONTRACT

e The $55.4 million ten-year cost for the streetcar opetrations contract reflects two changes from
the FTA-validated number in M-1 RAIL’s Business Plan, M-1 RAIL has removed one railcar
from Yeas 1 — Year 3 operations and will phase in the additional tailcar as ridership builds. This
saves O&M costs in the first three years of operations and reduces the budget accordingly.
Operating costs then increase in 2018 to reflect the addition of the final railcar. ‘The updated
budget also mote accurately reflects annual escalation as the Business Plan included significant
rounding, overstating the escalation. The updated budget includes the same 2% escalation rate
but uses exact calculations of that factor. These changes togethet result in a savings of $2.6
million over ten yeass versus the Business Plan.

¢ ANCILLARY ADMINISTRATIVE COSTS
o M.1 RAIL has refined its understanding of the administrative functions that it will catty out

directly through the 501(c)(3) otganization versus those included within the core O&M budget
and carried out by the private contractor under the Delegated Management Contract. The O&M




budget includes an administrative overhead rate of 20% of system opetation costs coveting seven
management and support staff (in addition to the 35 opesational staff). Under the Delegated
Management contract, the General Managet and administeative staff will be responsible for all
aspects of the transit system’s management and administration including operations, marketing,
finance, insurance, human resousces and FI'A grant administration.

M-1 RAIL’s ancillaty administrative costs will therefore be limited to (1) a full-time Chief
Administrative/Finance Officer (CAO) {with first-full-year estimated salary and benefits of
$160,000] who has responsibility for private sector grant reporting and administration and
management of the private operations contract; and (2) a part-time Executive Ditector [with first-
full-year estimated salary and benefits of $90,000] who has fresponsibility for stakeholder/donor
relations and suppott for the activities of the Board of Ditectors. M-1 RAIL will contract for
financial audits and biennial, expert audits of the private contractot’s operational performance
[with estimated contract and other discretionary costs of $100,000 annually]. Additional support
staff and associated office space requitements will continue to be provided on an in-kind basis.

Tn the refined budget, M-t RATL administrative costs escalate with inflation but peak in 2019 as
the NMTC compliance requirements expite and as private sector/philanthropic grant pay-outs
and reporting obligations tapidly wind down. By contrast, the Business Plan escalated
Administrative Costs on a straight line basis. The aggregate result of these changes is to reduce
the cash outlays for ancillary administrative expenses to $2.8 million over ten years, a $3.8 million
adjustment versus the Business Plan.

TABLE 2: SUMMARY OF REFINEMENTS TO BUSINESS PLAN

Business Plan Costs Updated Costs 10-Year Difference
Operations Contract $58 million $55.4 million $2.6 million
Administrative Costs $6.6 million $2.8 million $3.8 million
TOTAL $66.1 million $59.7 million $6.4 million

B. SOURCES OF FUNDS

s FAREBOX RECOVERY

At FTA’s direction, M-1 RAIL has lowered its farebox recovety rate in the fitst year of operations to
33% of total operating costs or $1.7 million. This figure aligns mote accurately with the recovery rate

for light rail and strectcar system
operating plan. M-1 RAIL slowly escalates the recove

s nationally and provides a consetvative foundation for the
ry rate ovet ten years to reach 37.5% by 2020

to reflect M-1 RATL’s intent to include erformance clauses in the private operations contract to
P P

drive incrementally preater farebox recovery over time.

e PRIVATE SINKING FUND

e M-1 RAIL has secured a naming gift and private/philanthropic commitments for a sinking fund
that will provide $1 million annually over 10 years. Letters evidencing these commitments were
included in M-1 RATL’s repott submitted on Aptil 20, 2012.




STATE OF MICHIGAN COMMITMENTS

The Michigan Economic Development Corporation (MEDC) has committed to providing $5
million in total funding over 7 yeass for support of the O&M budget. In addition, the Michigan
Department of ‘Transportation (MDOT) has documented its intent to commit $10 million in
Federal Highway Administration funding (Transportation Enhancement/Alternative program,
Congestion Mitigation and Air Quality Improvement (CMAQ) program) to the project. Letters
evidencing these commitments are included in Appendix I. This commitment of capital funding
from MDOT will free M-1 RAIL investor funds previously cattied in the capital budget to be
repurposed for operating expenses.

GENERAL ADVERTISING REVENUE

M-1 RAIIL.s operating plan calls for a flat $400,000 in general advertising revenue (station-based
advertising, internal and external advertising on the rail cars). This is a reduction from the
$500,000 figure (escalated over time) in M-1 RAIL’s Apsil 2012 Business Plan. , and reflects all
advertising revenues above those generated by naming rights and the MEDC commitment.

While MEDC funding will be provided over seven years, it can be used to buy advertising over
10 yeats or potentially longer. In addition, MEDC’s commitment provides valuc to the State of
Michigan and its economic development agency through other means than direct advertising
simply by supporting this critical economic development project. As such, annual MEDC
advertising will leave ample space for other advertising on the railcars, in the railcars, on the
project website, on printed schedules and materials, and on cettain stations.

STAKEHOLDER CONSORTIUM TOWARDS CORE OPERATIONS

M-1 RAIL is working to establish a consortum of at least 12 and as many as 25 cortidor
stakeholders that have not yet been asked for commitments to the project. These include major
educational institutions with a presence in the cottidor; local and regional business partnership
organizations; a tourism and visitor organization; community foundations; professional sports
teams; and several financial institutions with a presence in Detroit. Many of these groups have
been strong advocates for this project and have a vested interest in the future growth and success
of the Woodward Corridor.

We have not yet sought formal commitments from this group, having instead focused on
securing sponsors at the $1 to 3 million level. With what we believe to be successful mitigation of
the risks identified in the Secretary’s June 19™ letter, M-1 RAIL, in cooperation with the
Downtown Development Pastnership, will convene the stakeholder group to secure the
remaining gap dollars needed to augment farebox revenues per the revised operating plan.

M-1 RAIL estimates that modest annual grants from these stakeholders, each in the §50,000 to
$150,000 range, would contribute an aggregated sum of $13 million over 10 years. In that light, it
is very reasonable to assume that they will have the capacity to cover the cuttent gap for streetcar
operations of $6.3 million over the ten-year period. The fundraising plan for the stakeholder
consortium is included in Appendix I.




e STAKEHOLDER CONSORTIUM AND OTHER PHILANTHROPIC SUPPORT TOWARD ANCILLARY
ADMINISTRATIVE COSTS AND LEASE PAYMENTS

o 'This relatively modest additional amount (totaling $4.3 million over 10 years excluding in-kind
contributions) will be raised from soutces that include the stakeholder consogtium, philanthropic
suppott from current and additional donors, new businesses drawn to the district through transit-
oriented development, and other sources. It is important to underscore that a substantial portion
of M-1 RATL’s administrative costs are to meet corporate/philanthropic grant management and
reporting requirements, and thus M-1 RAITL is confident the corporate/philanthropic community
will ultimately ensure this need is met. ‘

e APPENDIX I CONTAINS:

o New Commitment Letters from the Michigan Department of Transpottation and
Michigan Economic Development Cotpotation :

o ‘'Ten-Year Operating Cash Flow
o Stakeholder Consottium Fundraising Plan

2. ESTABLISHMENT OF A CAPITAL RESERVE OR SOME OTHER MECHANISM
170 ENSURE THAT SUFFICIENT CAPITAL FUNDS WILL BE AVAILABLE

At each stage in the process, M-1 RAIL has demonstrated its capacity to raise significant additional
funds for capital and operating costs — and has been able to do so even in the face of ongoing
uncertainty about the project. In this carrent review period, M-1 RAIL has continued to taise funds
(including the $15 million in aforementioned State funding) and build new capital donor prospects
totaling $15.5 million. At the same time, M-1 RAIL has developed additional reserve strategies to
meet unexpected capital needs.

TABLE 4: CAPITAL FINANCIAL PLAN
CAPITAL BUDGET = $137 MILLION

SOURCE ‘ AMOUNT

Committed and Assumed ' $131.5 million
Base of Suppott as of Today
(includes §25 million in 'TIGER I funds and §16
million from New Matkets Tax Credits)

Identified New Capital Prospects $15.5 million

- TOTAL $147.0 million

o EXISTING AND ASSUMED COMMITMENTS

o At the conclusion of the initial review period, M-1 RAIL had secured $90.1 million in capital
commitments - inclading $37.5 in new capital commitments raised duting that review petiod (and
mote recent commitments totaling $350,000 from the Bank of America and Ford Motor




Company). Along with $25 million in fedesal grant funds and $16 million through New Markets
Tax Credits, this brings our capital sources to $131.5 million against the $137 million capital
budget.

ANTICIPATED NEW CAPTTAL COMMITMENTS REALIZED FROM IDENTIFIED PROSPECTS

M-1 RATL has identified donor prospects with a total potential for an additional $15.5 million.
We are confident that we will sccure at least $8.5 million from this pool because many of these
requests have been tested with the prospects and two seven-figure gifts are alteady under formal
consideration. 'The difference between this target and our cusrently projected capital cost
provides a builtdin $3 million capital resetve. Commitments above this assumpton would
increase this reserve..

ADDITIONAL RESERVE STRATEGIES

M-1 RAIL has identified strategies to establish at least $10 million in additional capital capacity
on top of the contingency included in the baseline cost estimate and the built-in capital resetve

. identified above.

o Raise additional and/or contingent commitments from cutrent and prospective funders.
M-1 RAIL believes the identified prospects are not exhaustive and others will emetge
providing additional capital reserve capacity. Some cutrent fundess might also consider
an incremental increase to their commitments if vital to the project.

o TIncrease M-1 RAIL’s goal for New Markets Tax Credits in the 2013 round to raise
additional capital,

o Removal of a railcar from the capital budget will marginally reduce operating frequency
but will save $4.7 million in capital costs as well as $300,000 in annual operating costs in
years 4 — 10 of project operations, for a total savings of $6.5 million.

FINAL PROJECT SAFEGUARD

As reflected in our efforts over the past five years, M-1 RAIL is unfaltering in its commitment to
build this project and has continued at every junctute to taise additional funds and address
challenges as they have atisen. As a final project safeguard, M-1 RAIL will not draw down upon
the TIGER grant, not proceed to build the project, until it has received final construction bids
and confirmed that it has the resources to complete the project,

APPENDIX TI CONTAINS:
o Capital Budget
o Capital Fundraising Plan

o New Commitment Letter from Bank of America




3. EXECUTION OF AN AGREEMENT QUTLINING THE ROLES AND
RESPONSIBILITIES OF THE PROJECT PARTNERS

The M-1 RAIL project involves a complex project delivery structure due to the aumber of parties
involved and vatious legal, policy and organizational constraints and requirements. M-1 RAIL is
thetefore grateful that FT'A has called for the creation of a Responsibility Assignment Mattix to
clarify roles and responsibilities. The Responsibility Assignment Matrix fot the M-1 RAITL project is
included as Appendix III and is signed by representatives of M-1 RATIL, the State of Michigan, the
City of Detroit, and SEMCOG.

The Responsibility Assignment Mattix is organized around a five-part task framewotk which reflects
the ongoing Federal Envitonmental Assessment and the four contract packages described in M-1
Rail’s April 20 Business Plan:

o ENVIRONMENTAL (NEPA)

e MAINLINE ROAD AND TRACK

® VEHICLE MAINTENANCE FACILITY
o VEHICLES

e QOPERATING AND MAINTENANCE

Within cach of the above tasks, fout distinct roles are identified and assigned to each patticipant.
"The roles range from “Responsible” and “Accountable” to “Consulted” and “Informed.”

“Responsible” identifies the patty/patties petforming the work. “Accountable” identifies the
party/parties who are legally accountable for the correct and through completion of the wortk.
“Consulted” refers to a two-way interaction among the pasties in making a decision relative to a
particular task. “Informed” is a one way flow of information. In assigning these funcdons, this
mattix provides a clear and agreed-upon delineation of the respective roles and responsibilities of
the project partners.

4. ASSURING THAT SEMCOG HAs THE LEGAL CAPACITY TO PERFORM THE
FUNCTIONS IN M-1 RATL’S BUSINESS PLAN

M-1 RAIL understands that the source of Federal funding for the streetcar project is a re-
programmed TIGER I grant otiginally obligated jointly to the City of Detroit and MDOT on
December 29, 2010, M-1 RAIL further understands that both the City and MDOT possess the legal
authority and capacity to setve all functions refated to the administiation of the Federal grant award.
Tt is assumed SEMCOG will serve as the grant sub-recipient to the City/MDOT, and that upon
confirmation from Secretary LaHood of the availability of the TIGER I grant for the M-1 RAIL
project, SEMCOG will enter into an agteement with the City/MDOT to cooperatively catry our
Federal grant requirements.

According to FTA, the use of the TIGER I grant, instead of the award of a TIGER IV grant as
originally applied for by SEMCOG on hehalf of M-1 RAIL, provides for an opportunity to revise —
and possibly significantly simplify — the structute of the New Market Tax Credit finance scheme
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previously developed for the project. It is anticipated that this revision, along with SEMCOG’s
subordinate grants management tole to the City of Detroit/MDOT, will eliminate FTA’s legal
concerns with SEMCOGs role in the delivery of the project, as presented in the April 20 M-1 RAIL
business plan, FTA has expressed optimism that there exists one or mote successful paths forward,
and M-1 RAIL continues to work cooperatively with FIA, the City of Detroit, MDOT and
SEMCOG to establish a sound grants management and project financing strategy which ensutes
transparency, accountability, and efficiency in the delivery of the project.

5. CONSIDERABLE PROGRESS ON THE AUTHORIZATION OF A REGIONAL
TRANSIT AUTHORITY

For many months M-1 RAIL has been working with representatives from the Snyder Administration
to advance this project as well as the Regional Transit Authortity (RTA) legislation. We provided
technical and other comments on the main legislative bill (Senate Bill 909), and a number of them
were included in Senate Bill 909, as introduced. We have since worked with the Administration and
key state legislators in suppott of the RTA.

e OVERALL ADVOCACY FOR THE RTA

e Our team has discussed the importance of the RTA legislation with numerous state legislators
including the legislative leadesship in the House and Senate.

e We have otganized a consortinm of representatives from key stakeholders (M-1 RAIL and our
business community supporters, Detroit Chamber of Commeice, Michigan Municipal League,
City of Detroit, Macomb County, Michigan Infrastructure and Transportation Association and
othets) and ate leading the effort to have specific stakeholders engage a number of targeted
lawmakers. We will continue to spearhead this effort to bring strong and widespread community
and business suppott to bear on the RTA legislation.

e Our team has participated in public events in suppott of the RTA, including a recent event
convened by Congressman Gaty Peters, and ate working to continue a public advocacy campaign
through editorials and similar avenues in coordination with the Congtessional Delegation.

s 'The Senior Leadership of M-1 RAIL is prepared to meet with key legislators in both the Senate
and the House, as well as other local government officials, to help ensute passage of the RTA
legislation. :

e M-1 RAIL and the Kresge Foundation have offered financial suppott for the Alternatives
Analysis process being conducted by SEMCOG with other community organizations to plan the
next phase of transit on the Woodwasd Corridot from Grand Boulevard to Pontiac.

e We are working with legislators and local leaders to ensure that the RTA legislation, when
enacted, will include provisions contemplating the acceptance by the RTA of a future donation of
the M-1 RAIL project.




ADVOCACY IN THE STATE SENATE

M-1 RAIL wotked with Senate Majotity Leader Randy Richardville and Senate Minotity Leader
Whitmer to submit a letter to you expressing their suppott for the M-1 RAIL project and
commitment to moving the RTA legislation.

We have directly engaged all members of the Senate Transportation Committee (Sen. Casperson,
Sen. Kowall, Sen. Brandenburg, Sen. Pavlov, Sen. Gleason and Sen. Hood) on the importance of
enacting the RTA legislation

We have directly engaged additional key Senators (Sen. Rocca, Sen. Pappageorge, Sen. Colbeck,
Sen. Hildenbrand, Sen. Proos, Sen. Boohet, Sen. Walker, Sen. Nofs, Sen. Hood, Sen. Coleman
Young, Sen. Matlean, Sen. Jansen, Sen. Moolenaar and Sen. Bett Johnson) in support of the RTA
legislation.

We ate cutrently coordinaiing efforts with Senator Richardville in working with key undecided
Senatots to express the critical impottance of the RTA legislation to economic development and
competitiveness in Southeast Michigan, as well as to the success of the M-1 RAIL project.

At the request of the Senate Majority Leader, M-1 RAIL’s Senior Leadership is planning to
present on the M-1 RAIL project and the RTA to the Senate Republican Caucus.

ADVOCACY IN THE STATE HOUSE

We have begun discussions with the Speaker of the House and have gained the support of
Minority Leader Hammel.

We have had preliminary discussions with Rep. Opsommer, Chair of the House Transportation
Committee.

We have ditectly engaged key representatives (Rep. Wayne Schmidt, Rep. Townsend, Rep.
Kandtevas, Rep. Barnett, Rep. Olsen, Rep. Ananich, Rep. Jacobsen, Rep. Fostet, Rep. Moss, and
Rep. Ouimet) on the importance of the RTA legislation to the region’s economy and to the
success of the M-1 RAIL project.

Principals of M-1 RAIL and other leaders of the business community will provide testimony in
support of the RTA legislation at any hearings conducted by the House Transportation
Committee. ‘

Aok
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Mt. Sectetaty, we thank you again for your leadership and the efforts of the FTA throughout this
process. We are confident that the strategies outlined in this document will successfully mitigate the
issues you raised in your June 19% Jetter. We ate cager to move forward with you and all of our
partness‘to deliver this project and bring the benefits of new economic development and enhanced
mobility to the citizens of Dettoit and out entire region.

Sincere Regaxds,

-

Roger Penske Dan Githert Matt Cullen Rip Rapson
Chairtman Vice Chairman President and CEO President &CEO
M-1 RAIL M-1 RAIL M-1 RAIL The Kresge Foundation

Cc; Govetnor Rick Snyder
Mayor Dave Bing
Mr. Paul Tait

11







s
STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TRANSPORTATION KIRK T. STEUDLE
GOVERNOR TLANSING DIRECTOR
August 29, 2012

Mr, Roger S. Penske, Chairman
M-1 Rail

600 Renaissance Center, Suite 1740
Detroit, Michigan 48243

Dear Mr. Penske:

The Michigan Department of Transportation (MDOT) continues to support the Woodward
Avenue streetcar project. We have been working closely with the M-1 Investor Group to

~ develop strategies to move the project forward as outlined by Secretary LaHood’s letter dated
June 19, 2012. Subsequently, additional funding sources have been identified and the project
delivery has been further defined. This letter summarizes the funding resources and project
delivery definition to date.

MDOT is committed to providing $20 million of highway funds for reconstructing 2.87 miles of
Woodward Avenue from Sibley northerly to Chandler. It is carréntly programmed for FY 2014,
and can be moved up to FY 2013. This work includes roadway reconstruction, storm sewer
replacement, utility alterations, traffic signal modernization, signing, pavement markings, and
construction oversight.

The department has identified other funding sources for components of the streetcar project,
including Transportation Enbancement (TE) and Congestion Mitigation/Air Quality (CMAQ).
We will work with the M-1 Investor Group to ensure that these component projects meet
program requirements in order to be competitive for the grant fanding. Tt is anticipated that
$5 million of TE funding will be available for eligible items of the streetcar project in FY 2013.
However, the eligibility of the project items is contingent upon Federal Highway Administration
approval. As you may be aware, $1.3 million of the federal funds is conditionally committed to
Midtown Detroit, Inc. for a streetscape project on Woodward Avenue from 1-94 to Buclid.

It is anticipated that a total of §5 million of CMAQ funding will be available for the streetcar
project in the form of capital, in FY 2013 and 2104, and/or three years of operating assistance in
FY 2015 through 2017. The CMAQ funding will be composed of both state and local funds.
MDOT will coordinate CMAQ funding for the project with the Southeast Michigan Council of
Government, the source of the local funds.

MURRAY D. VAN WAGONER BUILDING « P.0, BOX 30050 » LANSING, MICHIGAN 48509
www.michigan.gov « (517) 373-2080
LH-LAN-O (01/11)




Mr. Roger S. Penske
Page 2
August 30, 2012

We look forward to working with you as this project advances. Tim Hoeffner, Director, Office
of Rail, will continue to be the primary contact for this project. If you have any questions, please
contact either me or Mr, Hoeffner at 517-373-6672.

Sincerely,

7 Hke

Kirk T. Steudle
Director




Michael A. Flnney
Prosident and CEQ

EXECUTIVE COMMITTEE
Doug Rothuell

Chair

#,iness Loadars for Michigan

Jeff Noel
Vica Chialr
Whirlpoot Corporation

Lizabeth Ardizana
ASG Renaissance

David B, Armstreng
GreenStone Fara Cradit Services

Mary Lou Benecke
Dow Coming Carporation
Ratired

John'W. Brown
Stryker Carporation

Robert Caollier
Council of Wichigan Foundations

Stephen D Ay
Quanium Group LLC

Stephen Forrest
University of Michigan

Paul Hillegends
DTE Energy

Kirl Lewdis
City of Detroit

Chyls Maclnnes
Crystal Mountain Resort & Spa

Jeff Metts

Rowding Industries, Inc.

Greg Northrup
t4ast Michigan Strategic Alliarice

John Ralelta, Jr.
Walbridge

Chris Rizik
Renaissance Yenture Capital Fund

Arnirhar Sarafa
Sterard Caphial Management

Marityn Schlack
Kalamazoo Valley
Community College

David Sowerby
Loomis. Sayles & Company

Dayna Walling
City of Flint

300 North Washington Square | Lansing, M1 48913 | 388,522.0103 | MichiganAdvantage.org | michigan.org -

August 30, 2012

Mr. Roger Periske
Chairman

M-1 RAIL

600 Renaissance Center
Suite 1740

Detroit, Michigan 48243

. Dear Mr. Penske:

The Michigan Economic Developnent Corporation (MEDC) has identified an
amount not to exceed $5 million dollars to support the marketing and
promotional activities of M-1 Rail. The funding would he available in annual
installments not to exceed §715,000 per year for 7 years, subject to: (i) annual

~ budget appioval by the MEDC Executive Committee; (it} a detailed advertising

plan agreed to between the MEDC and M-1 RAIL; and (jii) the terms and
conditions of the final agreement.

In addition to the conditions noted ahove, prior to disbursement of any funds,
the following milestohes must be completed: :

1. Clearance of the current review by the following three agencies: i) U.S.
Department of Transportation; ii) the State of Michigan; and iii} the City of
Detroit; '

5. Demonstration of success in securing a $25 million federal grant for the
project; _

3. Demonstration of project costs which are known and based on advanced
design;

4. Demonstration M-1 Rail has secured sufficient funding to build, operate-
and maintain an optimal streeicar system, as conveyed by binding, writien
commitments from external financing sources; and '

5. Formal decision by the M-1 Rail Board of Directors to move forward with
construction. ‘

We look forward to seeing the M-1 RAIL line contribute to économic and
community development opportunities within the City of Detroit.

Sincerely, “}
Michael A. Finney .

President & CEO

Michigan Economic Development Corporation
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10 August 2012

Mr. Matthew P. Cullen

President and CEO

M-1 Rail _

600 Renaissance Center, Suite 1740
Detroit, M1 48243

Dear Matt,

This letter will confirm Bank of America’s intent to contribute $250,000 to the M-1 Rail streetcar
circulator project in Detroit's Woodward Corridor. We are pleased to join other leading companies,
institutions and philanthropic organizations that are responding to Detroit’s challenges with innovative
approaches. This level of extraordinary support conveys our strong belief that M-1 Rail will strengthen
the density and vibrancy of our city’s most dynamic corridor and be a first step in solving the region’s
longstanding transit challenges. We are deeply commiited to the revitalization of Detroit and efforts to
change its trajectory from decline to vibrancy for current and futare residents. '

Our support will be conditioned on the project advancing through the following four milestones:

1. Clearance of the current phase of review by three agencies: 1.S. Department of Transportation,

State of Michigan, City of Detroit.

5. Demonstration that project costs are known and hased on advanced design.

3. Demonstration that M-1 Rail has secured sufficient funding to build, operate and maintain an
optimal streetcar system, 4s conveyed by binding, written commitments from external financing

SOUrCes.
4. Formal decision by the M-1 Rail Board of Directors to move forward with construction.

At the end of this process, Bank of America will provide $250,000 in 2012 toward the planning and
construction of this streetcar circulator, As indicated verhally, we remain open to considering similar
requests for support of this {nitiative in future years but we do not make multi-year commitments as our

grant dollars are determined on an annual basis.

Please consider me to be our company’s key contact person for this project. And please accept our very
best wishes to you and the entire M-1 team fora successful project.

et Manager

Cc: Brett Bernard
Anna Cowenhoven

S Beexrletd Paguer




