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MICHIGAN ECONOMIC DEVELOPMENT CORPORATION

MEMORANDUM
DATE: July 19, 2006
TO: . Michigan Economic Growth Authority
FROM: Jim Donaldson, Vice President
Business Development
SUBJECT: Briefing Memo — AVL Powertrain Engineering, Inc.

High-Technology MEGA Credit

COMPANY NAME AND ADDRESS:

AVL Powertrain Engineering, Inc.
47519 Halyard Drive
Plymouth, Michigan 48170

HISTORY OF COMPANY:

AVL Powertrain Engineering, inc (PEIl) is a wholly owned subsidiary of AVL
Michigan Holding Corporation, which in turn is a wholly owned subsidiary of
Austria based AVL List GmbH, a global company that designs and
develops powertrain systems and related vehicle instrumentation test
systems. AVL Powertrain Engineering, inc. (PEI) designs, develops and
provides engineering services for the development and testing of vehicle
powerirain systems. The staff at PEl is made up of CAE Engineers,
software support engineers and engine deveopment specialists. The
design workstations and development facilities in PEI can conduct a full
range of projects from simple analysis of detatiled aspects through to total
engine concept design and development. AVL PEI also works closely with
local and international component and system suppliers in the powertrain
field and is initiating US-focused R&D activites.

PROJECT DESCRIPTION:

The proposed project is an engineering technical center that would serve
clients throughout North America. The new facility would house several
dynamometers, including at least one mobile dynamometer, allowing PMI to
conduct advanced simufation on engines in the pre-prototype phase.



Briefing Memo

AVL Powertrain Engineering, Inc.
July 19, 2006

Page Two

The investment that is proposed at this time is for the renovation of leased facilities in
Plymouth Township, as well as new machinery and equipment, and other personal
property. The total number of new jobs to be added by AVL. Powertrain Engineering,
Inc. through 2011 as a result of this new engineering technical center is 125. The
average weekly wage is estimated to be approximately $1,238.

Total capital investment for the project would be approximately $2.9 million, including .
$1.4 million in machinery and equipment, $1 million in leasehold improvements and
$525,000 for computers, furniture and other personal property. An additional $2
million has been budgeted for this project for lease payments over eight years.

BENEFIT TO STATE:

According to the economic analysis done by the Michigan Economic Development
Corporation utilizing Regional Economic Models, Inc. software, we estimate this
facility will generate a total of 157 jobs in the state by the year 2018. Total state
government revenues through the year 2018, net of MEGA costs and adjusted for
inflation, would be increased by $2.1 million (2006 dollars) due to the presence of this
facility. ,

BUSINESS CASE:

South Carolina’s International Center for Automotive Research (JCAR) at Clemson
University was also considered as another North American site for the location of this
project. Both the wages and taxes are lower in South Carolina, creating a cost
disadvantage for Michigan. The parent company would like to see the facility placed
near the company’s headquarters in Graz, Austria. AVL North America, AVL PMI's
North American parent company, had to fight hard to get the project placed in
Michigan and the proposed MEGA credits have been instrumental in making the case
for Michigan.

OTHER STATE AND LOCAL ASSISTANCE:

The state of Michigan will provide a 50 percent abatement of the six-mill State
Education Tax for a period of time to match the local real property tax abatement.
The value of this abatement is estimated at $55,661.

The Charter Township of Plymouth has proposed a 50 percent abatement for real and
personal property related to this project for a period of twelve years. The estimated
value of this abatement is $375,154. Final approval is expected by the Township
Board of Trustees at their meeting on August 15, 2006.

RECOMMENDATION:

The Michigan Economic Development Corporation recommends a 100 percent high-
technology employment tax credit for 12 years, for up to 125 net new employees.



AVL Powertrain Engineering, Inc.

Summary Estimates
(All monetary estimates in 2006 dollars)

TOTAL JOBS CREATED (as of 2018) '157
Direct 125
Spin-off (includes Indirect Jobs) 32

NET POSITIVE STATE REVENUE IMPACT $2,143,000
Revenue foregone $3,563,000
Revenue gain $5,706,000

Personal income generated over life of MEGA $74,080,000

agreement

Statewide employment multiplier (average, 2011-18) 1.18

Average Weekly Wage of Direct Jobs $1,238

(as reported by the company at time of application)

Analysis was prepared by the MEDC using REMI software
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REMI Terms and Definitions

Benefits estimated by the model: the total number of jobs created in Michigan (by major industry,
ncluding spin-off jobs), and the associated personal income and state government revenue generated

due to the gain in economic activity resulting from the project.

Direct jobs: the jobs created at the project facility itself, as estimated at the end of the incentive
period.

Employment multiplier: the total number of jobs created (direct plus spin-off) for every direct job
introduced constitutes the employment multiplier. The numerator of the employment multiplier equals
the number of jobs (direct and spin-off) created on average over the incentive period when the facility
is at full operations. The denominator of the employment multiplier represents the direct jobs created
yearly over the same period.

Personal income: 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.

Spin-off jobs: Spin-off jobs are generated from two sources: increased purchases from Michigan
suppliers; and spending by people who receive income due to the increased economic activity.

Total employment effects: direct jobs created at the facility itself plus spin-off jobs, as estimated at
the end of the incentive period.

REMI estimates do not include the nonmeasurable effects that would produce additional economic
and fiscal benefits for Michigan, such as the intangible advantages of influencing other focation and
expansion decisions.



