Memo

Fr: ‘ Townsend
Re: ta on Business income Volatility and Effective Tax Credits
Da: March 2, 2011

To: ﬁr‘nb f House Tax Policy Committee
a

I wanted to share with you a couple of important pieces of data that I'd like you to consider today as we
hear form the Lt. Governor about the Administrations tax proposals.

~1) The "Revenue Rollercoaster.” See the attached charts from House Fiscal which show clearly that net
income is by far the most volatile source of tax revenue. If we rely exclusively on business income as a
tax base we run the risk of creating a more unstable environment for business because dramatic swings
in state revenue will naturally translate into big swings in support for the public services and amenities
that businesses expect. A good business climate is stable and predictable and it's hard to see that the
income tax on its own provides a basis for that kind of environment in Michgan.

2) Brownfield and Historic Preservation Tax Credits leverage billions in new investment in urban and
older suburban areas across the state. Attached are tables which show the level of investment in Detroit
and in other metro areas around Michigan. These tax credits leverage 7 times their worth in new
investment. How can we pursue an urban policy if we walk away from such effective tools?



Ann Arbor

Bay City

Benton Harbor

Detroit

Flint

Grand Rapids

EXAMPLES OF BROWNFIELD PROJECTS

A $50 million investment in a mixed-use student housing project in Ann Arbor
was recently financed after a few failed attempts. The project could not have
succeeded without the brownfield credit.

Stimulated by a brownfield credit, a public/private partnership invested $43.6
million on a contaminated riverfront downtown site to create a new hotel
conference center.

The Harbor Shores project will result in over $500 million of private investment
on over 500 acres in Benton Harbor, Benton Township and St. Joseph. Many
contaminated, former industrial sites have already been cleaned up and
developed as part of this on-going, mixed-use project.

Whirlpool intends to invest over $65 million in downtown Benton Harbor for an
office campus, which helps retain its world headquarters in Michigan. The
brownfield credit was an important factor in Whirlpool’s decision.

The Book Cadillac hotel was redeveloped by an Ohio developer. Brownfield
MBT credits and other credits made this possible.

The Argonaut Building was redeveloped using a Brownfield tax credit.

Compuware’s new $350 million headquarters was supported by a $30 million
Brownfield credit in addition to other tax savings bringing 1000s of jobs into
Detroit.

The $95 million rehabilitation of the Fort Shelby hotel resulted in a Doubletree
Hilton hotel and 11 stories of residential apartments. In addition to other
incentives, the 10% Brownfield credit was a critical catalyst for the project.

The mixed-use historic rehab of the Durant Hotel in downtown Flint was
stimulated with a Brownfield credit, and has resulted in substantial investment
in downtown Flint and the creation of 16 new jobs.

A $30 million investment on the corner of Division and Fulton in downtown
was recently completed for expansion of the Urban Institute of Contemporary
Arts and construction of residential apartments and a parking ramp.

The Brownfield credit was critical to the $200 million investment in new
medical facilities in downtown Grand Rapids.

A 100 year old public high school building in downtown, adjacent to two
expressways, was abandoned and decaying before a private developer
rehabilitated it into 180 residential condominiums with the help of a Brownfield



Traverse City

5212712

Cardiovascular Institute resulted in the development of a regional heart
medical complex. An $800,000 Brownfield credit prompted the project on this
site.

Corvas Nodular invested $110 million to develop a new manufacturing facility
on an abandoned former Auto Foundry site creating 130 new jobs. The
project was stimulated by a $1 million Brownfieid credit.

A $100 million investment was stimulated by a Brownfield credit to redevelop
the former Traverse City State Hospital into what is now known as The Village
at Grand Traverse Commons. This dramatic turnaround of this long neglected
facility could not have occurred without the stimulus of the Brownfield credits.

Copper Ridge invested over $70 million to redevelop a 70 acre contaminated
site into a state-of-the-art surgical center, creating over 700 new jobs and
increasing the tax base to over $22 million from $99,000. This was stimulated
by the first Brownfield credit issued in Traverse City.
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