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MICHIGAN ECONOMIC DEVELOPMENT CORPORATION

MEMORANDUM

Date: December 15, 2009
To: Michigan Economic Growth Authority
From: Amy Deprez, Manager
Packaging Team
Subject: Briefing Memo — US Farathane Corporation
Retention & Standard MEGA Credits
COMPANY NAME
US Farathane Corporation
38000 Mound Road

Sterling Heights, Michigan 48310

HISTORY OF COMPANY :

US Farathane Corporation ("USE") is a privately-held corporation founded in 1971 that
designs and manufactures highly engineered plastic fabricated components. USF provides its
custonyers with a wide range of full service support in product design. material seection and
manufacturing capabilities primarily serving the automotive. consumer goods. electronics
and heavy truck indusiries. The company continues 1o diversify iself into new markets and
products through utilizing its existing capabilities and 1aking them to other industries.

USF was formed through the merger of US Plastics and Farathane Corporation. Since then,
ChemCast Corporation and Ohjo Rubber - Orthane Division were acquired. along with Hahn

Elastomer and the Extrusion Division of Ligon Brothers. USF currently has 540 employees
m Michigan.

PROJECT DESCRIPTION :
USF has its corporate headquarters and six manufacturing sites in Michigan. The lease for
the corporate headquarters, which includes one of the six manufacturing facilities. 1s expiring
and the company is considering where to locate its world headquarters and its needed
manufacturing capacity. The company is analyzing its long term competitive position and
where that growth should take place. All of the facilities are at risk of closure if 1he
headquarters is not sited in Michigan. The location of the USF's headquaners and the
additional manufacturing space in Michigan would provide synergies within the company
and a Jocal presence ‘with its key customers such that USF would keep its Michigan presence
and continue to grow in Michigan. Alternatively. if UST sites its headquarters in another
state there would be no compelling reason to continue manufacturing in Michigan and USF
would begin 1o relocate the facilities and all future expansion would not oceur in Michigan.

The company has identified a site 1n Auburn Hills and plans to construct a 240.000 square
foot facility to serve as their worldwide headquarters and presnier manufaciuring Jocation.
Construction of the facility is planned for early 2010 with the site operational by 4" quarter
2010.  The company will invest through lease costs and machinery and equipment
approximately $51.7 million. The project will retain all of the 540 current employees and
will create an additional 398 jobs to be located at any of the company’s facilities. The
averapge weekly wages of the retained employees will be %711 and \he new jobs will pay an



average weekly wage of $623. The company also offers healthcare benefits, and plans to pay
a portion of the benefit cost.

The effect on other Michigan businesses in the same industry was taken into consideration
when recommending the amount and length of this tax credit,

BENEFIT TO STATE

According to the economic analysis done by the Michigan Economic Development
Corporation utilizing Regional Economic Models, Inc. software, it is estimated that this
facility will retain a total of XXX jobs in the state by the year 20XX. It is also estimated that
the project would maintain total state government revenues through the year 20XX, net of
MEGA costs, of $XX (current dollars) due to the retention of this facility.

BUSINESS CASE

Alternatively, the company has considered several other states for this expansion and
relocation including: Tennessee, Indiana, and Ohio. The company has available land in
Tennessee and has reccived incentive offers from that State to attract the project there.
Primarily the company has identified lease costs and wtilities as the major cost disadvantages

of Michigan. They have identified existing incentives that would be available, including
land for §1.

This project is to secure a strong USF presence in Michigan and secure the future growth.

OTHER STATE AND LOCAL ASSISTANCE

The City of Auburn Hills is supportive of this project and has indicated that they will review
the project for approval of tax abatements and/or Brownfield Redevelopment. The City has
also offered to expedite permit review services to keep the company on schedule for being
operational in 2010,

The MEDC is supportive of offering a 6 mill State Education Tax (SET) abatement on the
real property. In addition. the MEDC will recommend support for a Small Brownfield
Redevelopment MBT credit valued at up $1.25 million. We also anticipate a Brownfield Tax
Increment Financing (T1F) request for state capture and will consider this at a later time.

RECOMMENDATION

Based on the factors described above, the Michigan Economic Development Corporation
recommends up to 100 percent relention employment tax credit for 7 years for the 540
retained employees and a 100 percent standard employment tax credit for 7 years for up to
398 net new employees in excess of the company’s established statewide base of 540.
Provided that:

o USF maintains a minimum of 400 jobs in the state for the duration of the credit.
Failure to meet the 400 job threshold will disqualify the company from the credit for
that year. The company may request the credit for any of the remaining years
provided that they meet the 400 job threshold.

o Retained and New Jobs can be located at the headquarters in Auburn Hills as well as
any of the USF facilities in Michigan as outlined here: 11650 Park Court, Utica:
39200 Ford Rd.. Westland: 550 East Mandoline, Madison Heights: 3778 Van Dyke
Rd., Almont; 42155 Merrill Rd., Sterling Heights.

e  Additionally. the company must notify MEGA Program Administration promptly
upon deciding on a final location for the Ulica facility relocation.
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US Farathane Corporation

Summary Estimates
{(All monetary estimates in current dollars)

TOTAL JOBS CREATED (as of 2016)
Direct
Spin-off (includes Indirect Jobs)

NET POSITIVE STATE REVENUE IMPACT
Revenue foregone
- Revenue gain

Personal income generated over life of MEGA
agreement

Statewide employment multiplier (average, 2014-16)

Average Weekly Wage of Direct Jobs
(as reported by the company at time of application)

Analysis was prepared by the MEDC using REMI software

909

398

511
$15,365,425
$3,777,575
$19,143,000

$248,601,000

2.25

$623




