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Abstract

American Communications Network (ACN) is considering locating a headquarters and call
center in Farmington Hills, Michigan. This facility would serve as an expanded
headquarters and call cenfer of ACN because they have outgrown their current
Farmington Hills facility. The new facility would employ up to 575 people by the end of
2012. We estimate that by 2017, this location will have generated a total of 848 jobs in the
state. Total state government revenues through 2017, net of MEGA costs and adjusted for
inflation, would increase by $18.4 million (2005 dollars) due to the location of the ACN
headquarters.

The purpose of this study is to estimate the potential economic and fiscal benefits to
Michigan of ACN locating a headquarters and call center in Farmington Hills.
Investment activity would take place between 2008 and 2012 with an investment of $3.9
milion. The facility would employ an additional 575 people and would be at full .
production by 2012.

The estimates of the benefits attributable to the project include the total number of jobs
created in Michigan (by major industry, inciuding spin-off jobs), and the associated
personal income and state government revenue. Benefits net of the MEGA incentive
package, from 2008 to 2017, are shown in the attached table. The MEGA incentive
package includes a tax credit to the company equal to 100 percent of the state income
tax rate on the payroll (gross wages) of employees hired at the facility for the period
2008 to 2017.

The total employment effects, reported in the first line of the table, include the direct
jobs created at the facility itself plus spin-off jobs. The spin-off jobs are created from
two sources, increased purchases from Michigan suppliers and spending by people who
receive income due to the increased economic activity. In 2012, the first year of full
operations, an additional 829 jobs are generated in the state. The total number of jobs
(direct plus spin-off) for every direct job introduced constitutes the “employment
multiplier.” The employment multiplier for the expansion averages 1.12 over the period
2008 to 2017. Sectoral detail on the employment is also shown in the table.

Personal income is shown in the next section of the table. Personal income is defined
as the income of Michigan residents from all sources, after deduction of contributions to
social insurance programs but before deduction of income tax and other personal taxes.
As shown in the table, if ACN were to locate in Michigan under the incentive program,
state personal income in 2012 would be higher by $3.4 million (in current dollars) than it
would be without the facility, and in 2017, it would be $4.7 million higher. Adjusted for
inflation, these numbers in 2005 dollars would be $3.0 million in 2012 and $3.7 million in
2017. :

The gain in economic activity results in higher government revenues. We estimate that
in 2013, the first year of full operations without investment activity, the facility would




generate $3.7 in additional gross state revenue, and that the MEGA package would
provide a $960,000 incentive to ACN. Thus, the new ACN facility would increase state
revenues in 2013 by $2.7 million, net of MEGA costs.

Qver the period 2008 to 2017 state government revenue is projected to increase by
$29.7 million (in current dollars) due to the new ACN facility. The MEGA incentive
package for ACN is forecast to cost $7.6 million over the period, resulting in a net
increase in state government revenue of $22.0 million. Adjusted for inflation, the total
net increase in state government revenue from 2008 to 2017 would be $18.4 million in -
2005 dolilars. These calculations do not inciude any revenue losses due to the property
tax abatement or the investment tax credit. If the costs of the abatement and the tax
credit were included, the net revenue gain to state government would be slightly less.

" None of the estimates include the nonmeasurabie effects that would produce additional
economic and fiscal benefits for Michigan, such as the intangible advantages of
influencing other location and expansion decisions. '



Juewaleqe xe} Apedoid sy Jo JPaID BUOZ SOUBSSIBUSY BY) ‘1Pl XE L JUSWISaAU| 4} 0} SNp S8SSO| SNUBARL JUslLIRA0D Sjels Aue apnjoul Jou Op Sejewyse 8sayl .

0oc'8L$ ovZT$ [995C8 [esres |[eeecs | i8L'es | 181 | 0e0t$ | 0298 LvZ$ ASCD YOI JO 19N nusiey 8jels
11£'9 G086 ¥58 o) €18 S6. 118 £6¢ 17T 96 1500 ebapy
LeL've LGO'E ozy's L6Z'c 1GL'e 9162 8vL'e £er'l 164 FAS snuaAYy 18]S 8S0JD
as11zes | op'vs | suvers | vrier$ | ZL6'OFS | 259'8€S | ¥68°2ZS | 0L¥'8LS | 09E0LS | PIEVS : elWoouj [euos.iad

‘(sie10Q G007 10 spuesnoyj)
uoijeyu| o} pejsnipy

op0'zes | olg'es | esi'es |196'zs | ooLz$ | szses | 2eLis | SvLis | 1298 1528 SO0 YOI 10 10N SnueAay 91els
Z89°'2 1S1°} 050°L £00°L 096 026 689 A2 8pe €0l 1800 ebapy
8/9'6Z 199'y | 20Z°¥ ¥96'C 0gl'e Sry'e A A4 Z89'1L 698 09¢ anuansy S)e]g SS0ID
6iv'secs | 019'00% | ozs'vss | 08y'iss | oie'evs | ovi'vrs | 059°Led | ovS'0Z$ | 06Z°1LS | 699°7S 8L00U| [euosIsd
((spuesnoy]) siefjoq Juelnd uj
PES ¥E£5 ¥ES 08 | ¥ZS 66€ W 851 0. _ By
£6¢ e o¥e 8ee gee 74 LLL 29 oe , sa0Iueg
09 (A2 19 19 19 214 | IE 8l g apei] |B19Y
PA%'] 6E8 e 628 0ce 619 6Ly cre 801 Buunyoenuep-uoN
I Z 14 2 6 8 . 9 14 Z Buunjoeynuep
88 L8 68 geg 628 129 G2y e oLl Juswhodws 0L
e1o] LL02 SL0Z 7108 €10 414 Ir:_.‘,m.,w QL0Z | 600z 8002 J0jesipu} [2osi41Luou0d

abeyoed aAlUAsU| a3 YIIM Sjjauag JaN - UueBIYoly uo s12ey3 |east4 pue oiwouoss
_ HIOMION SUOIIEDIIUNWIWOD UBDLIBWY




