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Introduction

The Joint Select Committee on the Impact of the Changing Automobile Industry
in Ohio was created by H.C.R. 24 of the 128th General Assembly to study the automobile
industry in Ohio as it relates to manufacturers, suppliers, dealers, and consumers,
including franchise laws, consumer protection issues, and warranties and to make
recommendations concerning Ohio's law regulating and supporting the automobile
industry. The Committee was required to formulate such recommendations as it
considered advisable, to compile a written report that contained its findings and
recommendations, and to submit its report to the Governor, the President of the Senate,
the Minority Leader of the Senate, the Speaker of the House of Representatives, and the
Minority Leader of the House of Representatives. The Committee consisted of the
following six members:

Co-chairman: Representative Matt Lundy (D)

Co-chairman: Senator Mark Wagoner (R)
Representative Robert F. Hagan (D)
Representative Barbara R. Sears (R)
Senator Stephen Buehrer (R)
Senator Capri S. Cafaro (D)

The Committee traveled to different regions of the state to gather testimony in
order to accomplish adequately the goal of studying the automobile industry in Ohio. It
held five public hearings from August to September of 2009 and heard testimony from a
wide variety of interested parties, including automobile dealers, the Ohio Attorney
General, automobile finance entities, automobile manufacturers, union representatives,
and concerned citizens. The Committee's hearings were held on the following dates in
the following places:

August 3, 2009 — University of Toledo, Toledo, Ohio

August 18, 2009 — Lorain County Community College, Elyria, Ohio
August 21, 2009 — Kent State University, Trumbull Campus, Warren, Ohio
August 25, 2009 — Sinclair Community College, Dayton, Ohio

September 8, 2009 — North Central State, Shelby, Ohio

Minutes of the hearings, agendas, and written testimony submitted into the
record are attached to this report in Appendix A. The following individuals testified:

e Carty Finkbeiner, Mayor of Toledo

e Bernard Swiecki, Center for Automotive Research

e Tim Doran, President, Ohio Automobile Dealers Association
e Dr. Anand Kunnathur and James Pope, University of Toledo

e Trish Lazich, Ohio Attorney General's office
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Eric Walker, Director, Lucas County Workforce Development Agency
Robb Brown, President and Owner, Brown Pontiac, Mazda, and Honda
Charles Chambers and Bill Wersell, Toledo Regional Chamber of Commerce
Joan Browne, President, Lott Industries

Margarita De Leon, Diamante Scholarship Awards

Dr. Roy Church, President, Lorain County Community College

Karl Zuber, Mayor of Avon Lake

John Hunter, Mayor of Sheffield Village

Dean DePeiro, Mayor of Parma

Nick Abraham, Owner, Abraham Motors

Anthony Giardini, Legal Counsel for Spitzer Auto Group

Kevin Schmidt, Director, Ohio Manufacturer's Association

Frank DeTillio, Lorain County Chamber of Commerce

Steve Morey, Team Lorain County

Jerry Skully, Executive Director, United Way of Greater Lorain County
John Donahoe, Lordstown General Motors Plant

John Graham, President, United Auto Workers Local 1112

David Green, President, United Auto Workers Local 1714

Antony Paglia, Vice President, Governmental Affairs for Youngstown/Warren
Chamber of Commerce

Karen Crolopp, President, IUE-CWA Local 717
Michael O'Brien, Mayor of Warren
Bruce Gump, Legislative Chair, Delphi Salaried Retirees Association

Representative Tom Letson, Ohio House of Representatives, on behalf of
Michael Chaffee, Mayor of Lordstown

Sarah Lynn, Deputy Chair Council, Ohio Attorney General

Max Blackman, representative of Senator Sherrod Brown, United States
Senate

Greg Greenwood, President and Owner, Greenwood Chevy/Hummer
David Brown, Outside Council for the Ohio Automobile Dealers Association

Vicki Thompson, Director of Education, Trumbull County Technical College
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e Cheryl Lewis, Mahoning Valley United Way

e Frank Elemlia, Ohio Department of Job and Family Services,
Trumbull County One-stop

e Dr. Steven Lee Johnson, President, Sinclair Community College

e David Berger, Mayor of Lima

e Mark Barbash, Interim Director of the Department of Development

e Dennis Wojtanowski, President of the Ohio Auto Council

e Chris Kershner, Dayton Area Chamber of Commerce

e Ohio Attorney General Richard Cordray

e Jerry Kronenberger, Dayton Supply and Tool

e Tom Rose, Delphi Salaried Retirees Association

e Gregory Stout, Voss Auto Group

e Douglas Lumpkin, Director, Ohio Department of Job and Family Services

e Jean R. Robertson, Chair of Business Restructuring and Bankruptcy
Practice Group, Calfee, Halter & Griswold LLP

e Edward Hill, Jim Samuel, and Fran Stewart, Compete Columbus

e Bob Kodger, Regional Facilities Manager, BMW Financial Services NA, LLC

e Edward Hill, Dean, Levin College of Urban Affairs, Cleveland State University
¢ Kenneth Bender, Mayor of Ontario, Ohio

Through the hearing process, the Committee reached a consensus that the
challenges facing the automobile industry in Ohio need to be addressed. This report
includes specific recommendations to improve the climate for the automobile industry
in Ohio.
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The Report of the Joint Select Committee on the Impact of the
Changing Automobile Industry in Ohio

The Joint Select Committee on the Impact of the Changing Automobile Industry
in Ohio unanimously agrees that the automotive industry is a critical asset to our state.
In the past, the automobile industry positively impacted all of Ohio's economy, allowing
Ohio to lead the way in areas like aerospace and defense, and has positioned Ohio for
future success in industries such as advanced energy. The Committee was formed to
evaluate the consequences of the industry's current setback and to recommend actions
to help the industry succeed in the future.

The automotive industry is a vital part of Ohio's economy, creating $19.3 billion
worth of goods in 2006 (the most recent year in which data is available), which
represents 13.4 per cent of total U.S. automotive output, second only to Michigan. In
that year, 5per cent of Ohio's Gross Domestic Product was from the automotive
industry and nearly 127,000 people in Ohio were employed directly in the motor vehicle
production industry. 16 per cent of Ohio's total private sector job market is related to
the automotive industry.?

After holding hearings in five cities around the state, it is apparent that every
pillar of the automotive industry has been hit hard over the last year. The Committee
heard testimony from vehicle manufacturers, parts suppliers, automotive dealers,
industry workers, and the communities in which those witnesses are located. All have
faced unprecedented change in the face of the current crisis. The Committee's report
addresses the challenges facing each of these parties and aims to minimize the current
damages while positioning every facet of the automotive industry for future success.
The report is consequently divided into five sections: (1) Economic Development,
(2) Worker Training, Retraining and Education, (3) Tax Incentives and Programs,
(4) Franchise Law and Automotive Dealers, and (5) Protecting Workers.

1 Ohio Department of Development, "The Ohio Motor Vehicle Industry Snapshot,” accessed October 20,
2009, at http://www.development.ohio.gov/cms/uploadedfiles/Research/B401(4).pdf.
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Aut

omotive Industry Statistics and Data

U.S. Light Vehicle Sales
Monthly Percentage Change*:
June 2008 through June 2009
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Number of Households and Vehicles Per Household
{adding 10 million households means 20 million+ more operating vehicles by
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These charts have been provided by the Center for Automotive Research. For more information go to
WWW.Cargroup.org.
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Recommendations of the Joint Select Committee on the
Impact of the Changing Automobile Industry in Ohio

I. Economic Development

As we look at the automotive industry through the lens of
business attraction, expansion, and retention, it 1is
important as economic development professionals that we
create a business friendly environment and have the right
tools and incentives to make it easy for firms to do business
in Lorain County and throughout the state.

Steve Morey, President and CEO, Team Lorain County
August 18, 2009

A. Recommendation: Create a central point of contact for the automobile
industry in the Department of Development

* The Committee recommends that a central point of contact for the automobile
industry be created in the Department of Development (hereinafter, the "Auto
Development Director"). Right now, automobile companies must work within a
byzantine regulatory structure with too many state departments. For example, it
is common for the automobile industry to have to work with the Department of
Development, Air Quality Development Authority, Department of Job and Family
Services, Ohio EPA, and many other departments and agencies. The Auto
Development Director should be proactive, not reactive, in working with existing
automobile manufacturing facilities to identify ways in which the state can help
with future expansion needs and should be the central point of contact across all
state agencies.

* The Committee recommends that the Auto Development Director annually
submit a written report to the General Assembly ascertaining why manufacturers
rejected Ohio incentives and, instead, elected to do business in other states. In
addition, the report should outline what incentives Ohio should develop to
compete with neighboring states when vying for new automobile facilities and
when attempting to retain existing Ohio-based facilities.

o The Committee recommends that in this report the Auto Development
Director also detail Ohio's competitive advantages and disadvantages in
helping automobile manufacturers locate, retain current operations, and
expand facilities in Ohio.

o The Committee also suggests that this report should include
recommendations that would enhance Ohio's competitive incentives in the
economic development "tool box."

» The Committee recommends that efficiency, transparency, and communication
between the Department of Development and political subdivisions be improved.

» The Committee recommends that the Auto Development Director conduct a
thorough review of the 2006 Auto Industry Task Force findings to determine
whether all of the recommendations in those findings have been implemented,
and for those that were not, to determine why.
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= The Committee recognizes that Ohio holds an advantage in the number of Tier 1,
Tier 2, and Tier 3 suppliers that are based in the state. Manufacturers often look
to locate near their suppliers. Having a strong supplier base creates synergies
that allow for future growth. Therefore, the Committee recommends that the
Auto Development Director cultivate this advantage and focus on policies that
grow a strong supplier base in Ohio.

» The Committee recommends that the Auto Development Director should work to
create a system to better communicate with legislators about activity in the
legislators' districts.

B. Recommendation: Create an Ohio Leaders Auto Committee

= The Committee recommends that an "Ohio Auto Leaders Committee" be created.
The membership of the Ohio Auto Leaders Committee will consist of the Auto
Development Director and mayors of cities with resident automobile
manufacturers. The Ohio Auto Leaders Committee should meet quarterly to
discuss industry retention and expansion. The Ohio Auto Leaders Committee
should work to improve the coordination between state and local government.

C. Recommendation: Create better working relationships with surrounding
states

= The Committee recommends that legislation and policies be adopted that create
regional incentives that target neighboring states that employ Ohio workers or
that support businesses based in Ohio. Regional collaboration with neighboring
states should involve providing incentives across borders. In addition, meetings
should be held with leaders of neighboring states to begin this dialogue.

D. Recommendation: Improve and enhance credit availabilities to the
automobile industry

= The Committee recommends that changes to Ohio law be made that would
encourage the expansion of availability of credit and loans for dealers and
suppliers.

» The Committee recommends that, under the Ohio Capital Access Program, Ohio's
reserve deposit should be increased from 10% to 20% of the principal balance of
loans after the third loan is originated by the same lender.

E. Recommendation: Facilitate open and active dialogue between the
automobile industry and utility companies

» The Committee recommends that the state and utility companies engage in a
direct dialogue to address automobile industry concerns about current and future
utility costs.

F. Recommendation: Promote active and continual legislative involvement to
ensure assistance to the automotive industry

= The Committee recommends that an ongoing joint committee be created to
coordinate future communication with the automobile industry.
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II. Worker Training and Education
A. Recommendation: Retool worker training programs

*» The Committee recognizes that Ohio has a world-class automobile workforce.
Our workers continually win national awards for having the best and most
productive automobile plants in North America. Unfortunately, while our
workers are the best, Ohio's workforce development lags far behind. To stay
competitive, we need to continue to maintain a highly skilled workforce. A key
theme that came through the hearings was that Ohio's workforce development
programs are too slow and inflexible. The Committee recommends that more
flexibility be provided in our worker training dollars and better partnerships with
development programs be created. The city of Lima has created a good model
and one that Ohio may want to consider adopting statewide.

» The Committee recommends exploring all sources of funding for workforce
training programs, specifically the Workforce Guarantee Program used for
incumbent worker training.

» The Committee recommends an evaluation of the state's economic development
programs, specifically the Workforce Guarantee Program, to ensure such
programs are flexible enough to meet the needs of Ohio's automotive industry. In
addition, the Committee recommends that the state push for more flexibility
from the federal government in the use of training dollars to provide tuition
assistance or reimbursement for automobile workers who need to upgrade skills
or retrain. Included in this is to allow companies the ability to follow individual
business plans.

* The Committee recommends that training programs be optimized by reducing
the reaction time with respect to production closures, anticipating future trends,
and identifying the demand for specific worker skills.

» The Committee recommends that, in cooperation with the Board of Regents, a
state accredited manufacturing technical certificate be created.

= The Committee finds that Ohio's training programs are under-allocated in
comparison to other states. The Committee recommends that employer
reimbursement restrictions be reduced to increase the impact of training dollars.

B. Recommendation: Position Ohio for world-class automotive research

» The Committee recognizes that another key area on which Ohio must focus is
ensuring that world-class automotive research is being done in our state. This is
a time of extraordinary change in the automobile industry and we need to ensure
that the best automobile minds in the industry are in our state and working to
support the automobile industry. The automobile companies of tomorrow will
locate close to the world-class research talent. The Committee recommends
using Ohio's Research Scholars program to accomplish these goals.

» The Committee recommends the use of Third Frontier dollars to make designated
universities leaders in the field of automobile industry research to test and build
cars of the future.
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III. Tax Incentives and Programs

And let's be frank about this, if a company needs to invest
for its future and retain jobs but isn't able to get a tax credit
or incentive in Ohio, they will most likely go to another state
that provides such incentives.

Antony Paglia, Vice President of Governmental Affairs,
Youngstown/Warren Chamber of Commerce
August 21, 2009

A. Recommendation: Restructure Ohio's Job Retention Tax Credit and Ohio's
Job Creation Tax Credit

= The Committee recommends that Ohio's Job Retention Tax Credit (hereinafter,
"JRTC") be made refundable, like our surrounding states of Michigan and
Kentucky.

» The Committee recommends that the minimum investment and employee
threshold of the JRTC be reduced to allow small suppliers to participate in the
program.

» The Committee recommends that the unit of measure for the JRTC and the Job
Creation Tax Credit (hereinafter, "JCTC") be changed from individuals working
at least 35 hours per week to recognize payroll growth and full-time equivalent
employees.

* The Committee recommends that the annual reporting requirements for
companies that participate in the JCTC and JRTC be simplified.

» To create better paying jobs, the Committee recommends that, in order to qualify
for either the JRTC or JCTC, a project should propose to or actually pay and
maintain an average employee hourly base wage rate of at least 175% of the
federal minimum wage, except for projects in counties where the per capita
income in the county is less than 175% of the federal minimum wage.

B. Recommendation: Continue to foster a favorable tax environment for the
automotive industry

» The Committee acknowledges that over the past five years, much progress has
been made in Ohio in restructuring our state tax system. The Committee finds
that many of these changes have benefitted Ohio manufacturers in significant
and positive ways. The Committee recommends that we need to continue to push
pro-manufacturing tax policies in Ohio to encourage further growth of the
automobile industry.

» The Committee recommends that a manufacturer should receive a tax credit if a
manufacturing facility is renovated or expanded and the manufacturer uses Ohio-
based construction companies and construction suppliers in the renovation or
expansion.
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C. Recommendation: Revitalize closed manufacturers and supply facilities

» The Committee recommends a review of the Ohio Environmental Protection
Agency Voluntary Action Program be completed to determine if tax credit, low
interest loans, or fee waivers could be used to provide incentive for the
remediation of closed manufacturing and supplier buildings.

» The Committee recommends that returning closed dealerships to reusable land
be considered. In doing so, community outreach should be conducted with
financial and technical help.

» The Committee recommends that environmental regulations regarding
brownfields and permitting be improved.

= The Committee recommends that efforts amongst state agencies to identify,
engage, and secure new users for vacant automotive-related production facilities
be coordinated by the Auto Development Director.

D. Recommendation: Review other Ohio economic development programs

» The Committee recommends that assistance be offered to automobile suppliers to
help such suppliers diversify into other industries, such as advanced energy or
defense.

» The Committee recommends that more flexibility be provided for local match
requirements for participation in Ohio development programs.

» The Committee recommends that the Enterprise Zone Program be extended in its
current form for 12 additional months to allow for the development of reforms to
the system. Upon the expiration of the extension, the Enterprise Zone Program
should sunset, and all property tax abatements should be consolidated into a
single program.

» Ohio should also recognize that manufacturers of recreational vehicles are a
major part of Ohio's automobile industry. Programs that are available to Ohio's
automobile industry should also be extended to Ohio's recreational vehicle
industry.

IV. Franchise Law

Ohio's franchise law was one of the first in the country.
Many states' franchise laws are far more comprehensive
and address concerns which were unforeseen at the time
Ohio's statute was enacted.

Tim Doran, Ohio Automobile Dealers Association
September 8, 2009

A. Recommendation: Update Ohio's motor vehicle dealership laws

» The Committee acknowledges that Ohio automobile dealers were faced with real
problems during the recent bankruptcies of some of the large automobile
manufacturers. Just like our manufacturing base, Ohio's automobile dealers are
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a major part of our economy. Dealership laws are often complex and require a
fair balancing of the needs of the automobile dealers and the manufacturers. Yet,
Ohio's dealership laws are outdated. The Committee recommends that a review
of the dealer franchise law be conducted and that changes be made to the
automobile dealer franchise law to specifically address all of the following, among
others:

o Reasonable compensation for dealers in the event that a manufacturer
ceases to operate, discontinues a product line, or otherwise acts in such a
way that devalues the franchise;

o Unreasonable requirements from manufacturers concerning the delivery
of automobiles;

o Ensuring that manufacturers timely pay dealers for rebates, incentives,
warranty work, and charge-backs;

o Reasonable limits to the timeframe in which a manufacturer may conduct
an audit of a dealer;

o Prevention of reassignment of dealership franchises, in specified
instances. If a dealer's franchise is cancelled and the manufacturer grants
a franchise of the same make to another dealer within two miles of the
cancelled dealer's franchise, then the dealer who owned the cancelled
franchise should be able to recover the franchise at a reduced cost. If a
dealer's franchise is cancelled and the manufacturer improperly reassigns
the franchise to another dealer, then the dealer should be able to recover
the fair market price of the franchise from the manufacturer.

o Discourage automobile dealers of the same line-make from protesting the
relocation of another dealership if the relocating dealership moves within
two miles of its current location, so long as quality standards are
maintained.

o Allow reasonable reuse of a dealership building that does not significantly
impact current sales.

B. Recommendation: Ensure a responsive and timely motor vehicle dealers
board

» The Committee recommends that the operations of the Motor Vehicle Dealers
Board be reviewed to ensure that the Board can effectively handle issues in a
timely manner.

C. Recommendation: Change Ohio's public auction requirements

* The Committee learned about Ohio's problems with repossession laws.
Repossession laws in Ohio related to retail financing require vehicles be disposed
of at public auction. For this reason, manufacturers are faced with a more
burdensome regulatory scheme as direct lenders. This format requires
manufacturers to not only license each credit office location, but also to obtain
licenses at each Ohio dealer location from which they purchase contracts. If the
public auction requirement were eliminated, manufacturers would obtain
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licensing as an indirect lender and dispose of repossessed vehicles at private
auction as manufacturers do in most every other state. This would remove the
need to maintain licensing at dealer sites in Ohio. Therefore, the Committee
recommends that the public auction repossession requirements be removed from
the Revised Code.

V. Protecting Employees

Presently, there are 3,000 Delphi retirees from year 2000
to present. Those retirees are at a risk of losing an average
of $1,300 per month of income—Ilet alone the additional loss
due to the result PBGC based on most recent guidelines.
Couple that loss with the added expenses of providing their
own healthcare—that will be eliminated—the disposable
loss of income will be another devastating blow to our
fragile local economy, as well as to those retirees.

Economic professionals have estimated a potential loss of
$20 million per month as a result of this pension
elimination. Needless to say, that would be a financial
devastation to our city. As a result, every business, every
church, every nonprofit, every government, every school,
literally, every resident in our community will suffer deeply.

Michael O'Brien, Mayor, City of Warren
August 21, 2009

A. Recommendation: Find ways to help manufacturers keep promises to
employees

» The Committee recognizes a need to hold manufacturers accountable for health
insurance and pension obligations to Ohio automobile industry workers. These
requirements should be identified and provided to the Ohio Attorney General in
order to reduce economic hardships for families, communities, and the state.

* The Committee acknowledges that another theme that emerged in the hearings
was the devastation many Ohio families faced when some companies significantly
restructured their pensions. The Committee recommends that a concurrent
resolution be adopted by the General Assembly to urge Congress to take up the
issue of pension protection reform.

» The Committee recommends that a resolution be adopted by the General
Assembly to encourage Congress to reform bankruptcy laws to hold companies
more accountable with respect to health insurance and pension obligations.
Included in this is that the federal government be encouraged to review federal
bankruptcy laws so that courts are not used simply to shed all obligations that
could negatively impact states and consumers financially. Additionally, greater
levels of accountability and recognition of laws to protect Ohio businesses and
consumers should be determined.
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VI. Non-Consensus Recommendations
A. Recommendation: Examine the Worker Adjustment Retraining Notification
program

* Select members of the Committee recommend that a re-examination of the
Worker Adjustment Retraining Notification program be completed. Such an
examination should determine whether the program can be used to combat
workforce issues related to the automotive industry.

W sy Mok g

Representative Matt Lundy Senator Mark Wagoner
Representative Barbara R. Sears Senator Capri S. Cafaro

Senator Stephen Buehrer

R1876-3-128.docx/ss
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APPENDIX A:

Testimony Received by the Joint Select Committee on
the Impact of the Changing Automobile Industry in Ohio



JOINT SELECT COMMITTEE ON THE FUTURE OF THE AUTO INDUSTRY
University of Toledo, Driscoll Alumni Center Auditorium
1:00pm

Meeting Minutes for August 3, 2009

Present: Absent:

Senator Wagoner, Chairman Senator Buehrer
Representative Lundy, Chairman Senator Cafaro
Senator Fedor

Representative Hagan
Representative Sears

Co-Chairman Wagoner called the committee to order at approximately 1:13pm.
Attendance was taken and Senator Fedor was seated in place of Senator Cafaro. A
quorum was present. Rep. Hagan was unanimously selected as the committee’s
Secretary.

The first order of business was the discussion of background information and
committee procedure by Co-Chairman Wagoner. Co-Chairman Lundy was asked to give
remarks pertaining to the committee. Representative Sears, Senator Fedor and
Represenative Hagan gave remarks before testimony began.

Co-Chairman Wagoner then called Toledo Mayor Carty Finkbeiner. The witness
addressed various initiatives that were utilized to keep and expand upon jobs in the auto
industry including the “Keep Jeep” program. The witness then answered questions from
Co-Chairman Wagoner, Co-Chairman Lundy, Represenatives Sears and Hagan and
Senator Fedor.

Co-Chairman Wagoner then called Bernard Swiecki, from the Center for
Automotive Research, who gave written testimony and remarks in the form of a
Powerpoint presentation. The witness discussed the economic impact of the lagging auto
industry and how it has affected employment in Ohio. Co-Chairmen Wagoner and Lundy,
Representative Hagan and Senator Fedor then questioned the witness.

The Co-Chairman then called forward Tim Doran, President of the Ohio
Automobile Dealer’s Association. Planning to attend and testify at the next committee
meeting, per request of the committee, he briefly gave prepared testimony and then
stepped aside.



The Co-Chairman Wagoner then called forward Dr. Anand Kunnathur and Jim
Pope, from the University of Toledo, who gave written testimony discussing
recommendations to restructure Ohio’s workforce. The witnesses then answered
questions from Rep. Sears.

Co-Chairman Wagoner then called forward Trish Lazich, Assistant Section Chief
of the Attorney General’s office. The witness discussed how the crisis in the industry has
affected workers compensation. She also discussed how the Attorney General’s office
has been protecting consumers with the closing dealerships, customer privacy concerns
and environmental concerns. The witness responded to questions from Co-Chairmen
Lundy and Wagoner.

Co-Chairman Wagoner then called forward Eric Walker, Director of the Lucas
County Workforce Development program. The witness provided written testimony
which addressed the training and retraining of workforce. The witness answered
questions from Co-Chairman Wagoner, Representative Hagan and Senator Fedor.

Co-Chairman Wagoner called forward Robb Brown, President and Owner of
Brown Pontiac, Mazda and Honda. As a dealer, he discussed his experiences with the
closing of plants by manufacturers and its effect on retaining a dealership franchise. The
witness answered questions from Co-Chairmen Wagoner and Lundy and Representatives
Hagan and Sears and Senator Fedor.

Co-Chairman Wagoner called forward Bill Wersell and Charles Chambers, who
both gave prepared testimony which addressed the business environment for the auto
industry.

Co-Chairman Wagoner called forward Joan Browne, President of Lott Industries
to discuss the affects the auto manufacturing industry was having on her business. Co-
Chairman Wagoner asked a question of this witness.

Co-Chairman Wagoner then called forward Margarita De Leon from the
Diamante Scholarship Awards. She provided written remarks about the effect the
Chrysler plant had on her organization.

After some remarks from Senator Fedor and with no further business at hand, Co-

Chairman Wagoner adjourned the committee at approximately 4:31 pm.

Respectfully submitted,

s W

Mark Wagoner, Chairman Robert Hagan, Secretary




Remarks for Mayor Finkbeiner

Ohio Legislature Joint Auto Committee Meetmg
Monday, August 3™ 1:00 p.m. :
Driscoll Alumni Center - 2801 W. Bancroft Street

Toledo has always been in the forefront of
the automotive industry for decades.
However, as in many other communities around
the country, we are seeing our sources of
revenue for essential city services shrink
dramatically as the downturn in the auto
industry is now directly affecting not only
autoworkers and_their families, but
thousands of auto dealers and auto parts
suppliers, and ultimately, our quality of

life her in Toledo.

Because of the economic downturn, largely
driven by the auto industry, I have been

actively involved with the Mayors and



Municipalities Automotive Coalition (MMAC).
MMAC is a national group of local
governments that seek federal support for
the U.S. automotive industry,.including
communities where plants have closed.
Representatives include local elected and
appointed officials in cities that are the
home to’American.automotive manufacturing,
supplier, assembly, and related automotive
entities. Our communities are struggling'to
keep aﬁtomot;ve facilities»open and retain
jobs. We are dealing with the idling and
closing of facilities and the associated
economic and community impact. The State of
Ohio can be a significant partner in this

mission.

o



Together, members of the MMAC committee are
actively working with the Obama
Administration and Congress to provide
emergency funding for U.S. automakers to
help rebuild idled automotive centers, and
to provide federal support to transform the
U.S5. auto industry through job training
grants to local governments for re-tooling
closed plants. The State of Ohio needs to
support these efforts with funding for
worker training programs, brownfield
redévelopment funds, and aggressive economic
development tools to attract capital

investment.

As the automotive industry transitions to
clean and green vehicles, Toledo’s auto

industry workers will play a key role in the



coming revolution of alternative energy-
based advanced automotive manufacturing.
Toledo is unique, because our labor force
possesses the skills and.knowledge needed to
move our community into clean, green
automotive assembly and production. In fact,
we have three of the country’'s most modern
automotive manufacturing plants in our GM
Powerﬁrain, and our two Chrysler Assémbly
Plants. The fact that The Harbour Report

/ )
named our GM and Jeep workers as the Ewo

_—

most productive automotive workforces in

A

-~

North America helps assure that Toledo'’s

Jeep and GM workers will be at the center of

advanced automotive manufacturing.



I visited with Ed Montgomery, PreSident
bbama's liaison to automotive communities in
Washington recently.

He encouraged me to encourage the State to
explore and exploit opportunities in the
world’s manufacturihg economy to create more

—

“high value-added” functions.

k.

While the number of manufacturing jobs is on
the.decline, not only in the U.S., but even
in China, the world’s maﬁufacturing output
keeps going up. Different parts of the
manufacturing process have moved to
different parts of the globe, but those
portions of the process where the most
‘economic value is added are staying in the

U.S.



In 1997, the city launched the Keep Jeep

M

EEEEEESE,LO attract Chrysler’s multi

billion-dollar investment in the Toledo
North Assembly Plant. The campaign was
victorious as we now have that plant and a
second Toledo Supplier Plant, with input
from several different countries on those

Toledo auto campuses.

Going forward, cities, counties and the
State of Ohio need to have a number of
economic develbpment tools at our disposal
to attract investment, including funds for
infrastructure upgrades, environmental
cleanup, tax incentives and grants. We need
to compete with communities around the

country and indeed around the world - so we.



need'to work together at all levels of

government.

However, as we discuss the strategy for
recovery for American automotive
communities, I will mention that Toledo will
be in need of resources from our federal
government and the State of Ohio to train
—_

our workers as we blend our economy with
[
V——-—JM

manufacturing and green technology. The

)

federal government, the State and our
communities must work together to support

and revitalize auto industry communities and

workers.

Toledo, once a strong manufacturing

community, is now transitioning to a

manufacturing(?Eg:knowledge based economy.




Toledo remains deeply committed to
manufacturing and will be in the years to
come. The alternative energy industry and
the knowledge that comes with it to Toledo,
will help our production and assembly of
automobiles to be even more productive and

energy efficient.

To summarize, how can the state help? I
suggest you do the following:

1. Provide Environmental éleanup and
demolition funds in order for us to
rebuild and revitalize our urban areas.

2. Provide funding for worker training

programs to support our transition to

clean, green vehicles.



3. Provide the economic development tools
that are essential for attracting

capital investment.

Finally, we are still in need of support
from all Americié to buy American. Selling
American-made cars will support our local
economy and support jobS'for Toledoans.
Now, 1s ome a great time to buy a car.
There are great deals - and plenty of
incentives. 2And credit is available. Plus
the vehicles are of high quality and thé

most fuel-efficient ever.

Most importantly, in this year so important
to the American automobile industry, I have
urged all Toledoans to buy a Chrysler,

General Motors or Ford vehicle. The City of



Toledo believes in the Buy American concept

and has supported this effort for years. Wé
P

buy American; most recently, the city bought

38 Dodge Charger police cars in support of

Chrysler. I encourage the State of Ohio and
o oo

other local communities to follow. Yes, it

is time to be as patriotic as possible - and

buy an American-based automobile. Our new

President has asked all Americans to

participate in our economic recovery - and

take responsibility for making it happen!

We have Washington, D.C. committed to ailding
the American automobile industry. The Car
Allowance Rebate System (C.A.R.S.) program
pays consumers up to $4,500 in credit for
trading in their gas guzzling cars or trucks

for those that are more fuel-efficient.

10



Now it is time for American consumers to
step up and buy American designed
automobiles. By choosing to buy American
Automobiles, you are putting Americans back
to work and supporting local communities.
It’s time for us to put the’American‘wdrker

- and the American economy FIRST!

11
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)IDY Driving Ohio’s Economy

Annual Contributions of Ohio’s New-Vehicle Dealers*
Ohio’s dealers maintain a multi-BILLION dollar retail industry.

Average sales per dealership.... e oesesesescsnnns $24.1 million

Total sales of all new-vehicle dealerships in Ohio................... $23.1 billion
Dealership sales as % of total retail sales in the state.................. 17.7%

Estimated number of new-vehicle dealerships .......cvereeeenn. 958

Dealers provide thousands of well-paying jobs in Ohio.

Total number of new-vehicle dealership employees in Ohio ... 40,937
Average number of employees per dealership.........cooeeceeeerceveeceoneoenn, 43 .
Average annual earnings of new-vehicle dealership employees................... $43,475
Dealership payroll as % of total state retail payroll.........ovceoeerennn.. 12.9%
Annual payroll of new-vehicle dealerships ..........eceereeenseeessernonn, $1.77 billion
Average annual payroll per new-vehicle dealership ..o, $1.85 million

*Numbers reflect annual economic activity during 2007

Dealers generate hundreds of millions of dollars of tax revenue for
state and local government through:

Sales Tax Revenue

Corporate Tax Revenue, including Commercial Activity Tax (CAT) Revenue

Payroll Tax Revenue
Source: National Automobile Dealers Association

Toledo Area Highlights

2008 State & Local Permissive Auto Sales Tax Collections

$38,295,994 motor vehicle sales tax doliars collected in Lucas County

$12,274,477 motor vehicle sales tax dollars collected in Wood County
**Source — Ohio Dept. of Taxation

Community Relations

Toledo area dealers support numerous charitable organizations, including the Auto Deal-
ers United for Kids (ADUK) committee, which is dedicated to aiding in the education and
welfare of the children of “Greater Toledo.” Toledo area dealers have contributed over
$745, 000 in support of ADUK in the past six years.

Toledo Area Dealers have also contributed $200,000 to the Toledo area Regional Growth
Project over the past five years.




THE OHIO AUTOMOBILE DEALERS ASSOCIATION
April 29, 2009

I am extremely puzzled by the announcement of dealership cutbacks as a seeming “solution” to
problems facing the auto industry in general and specifically to General Motors.

Yesterday, I listened to GM President Fritz Henderson express a stated goal of reducing dealer
count at GM from 6246 dealers to 3605 dealers by 2010. SOUNDS IMPRESSIVE, but what will
it do to save GM? The simple answer is NOTHING.

The most important question is not the number of dealers but whether the dealers are a cost center
for their respective manufacturers and they clearly are not. A study by the Casesa Shapiro Group
found that auto dealers provide a vast distribution channel “at virtually no cost” to their
manufacturers.

Dealers :

1. pay for vehicles for customers and inventory before the vehicles ever leave the factory;
pay for parts before ever receiving them;
pay all their employees’ costs (ie; wages, benefits, payroll taxes, training costs, etc.);
pay all their own real estate costs (ie; land ,buildings, insurance , taxes etc.);
pay all their own IT and computer costs; ‘
pay all their equipment costs (ie; service department lifts, tools, diagnostic equipment)

R

The list goes on.

Keep in mind dealers equal revenue to manufacturers, not costs. Dealers generate more than 90%
of manufacturer revenue. A rapid reduction in dealer numbers would further CUT manufacturer
revenue and market share and do NOTHING to improve the manufacturer’s viability in the short
term. Even according to GM executives, it takes 18 months to regain market share when a
dealership closes. And that’s a best case scenario.

Trying to eliminate dealerships beyond the already systematic consolidations that have taken
place for the past 60 years will only serve to hurt the hard-working employees of those
dealerships and their families, the numerous communities that rely on the taxes generated by
those dealerships, the related businesses that sell to those dealerships and the consumers that are
served by the competition and convenience of the dealerships and the numerous charitable
organizations that benefit from dealers’ support. When a dealership closes, the loss to the
community is real and immediate.

It is unnecessary to artificially designate a “right number” of dealers as though that number is a
“magic cure”. To do so is only an effort to deflect criticism from the manufacturers’ own poor
performance and failure to control costs which is a result of their own decisions.

Thanks for the opportunity to set the record straight. Closing dealerships won’t affect the bottom
line for any manufacturer positively, but will negatively affect thousands of independent
businesses, their employees, their customers who rely on them for sales and service and the
communities that rely on those dealerships.

TIM DORAN
President

655 Metro Place South « Suite 270 « Dublin, Ohio 43017 « (614) 766-9100
(800) 686 9100 = FAX (614) 766-9600 « hitp://www.oada.com
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RICHAR

OHIO ATTORNEY GENERAL

TALKING POINTS BEFORE THE JOINT SELECT COMMITTEE ON THE
IMPACT OF THE CHANGING AUTOMOTIVE INDUSTRY ON OHIO

AUGUST 18, 2009 AT LORAIN COUNTY COMMUNITY COLLEGE
PRESENTED BY TRISH D. LAZICH, ASSISTANT CHIEF
COLLECTIONS ENFORCEMENT SECTION

% AGO SHARES CONCERNS ABOUT DEVASTATING TOLL THE
DECLINE OF THE AUTO INDUSTRY HAS HAD ON OHIO - ONE OF
THE LARGEST CENTERS OF AUTO MANUFACTURING IN COUNTY

% RECENT CHRYSLER & GM BANKRUPTCY CASES WERE
UNPRECEDENTED - PROCEEDING THROUGH COURTS AT WARP
SPEED WITH LITTLE TIME TO REACT/DEAL WITH CONSQUENCES

% OHIO AGO TOOK THE LEAD IN MULTISTATE EFFORT THROUGH
NATIONAL ASSOCIATION OF ATTORNEYS GENERAL & A
MAJORITY OF OTHER STATE ATTORNEYS GENERAL IN
FOLLOWING AREAS:

# ENSURING COMPANIES’ OBLIGATIONS FOR WORKERS COMP &
OTHER STATE TAX LIABILTIES

* BOTH CHRYSLER & GM WERE SELF-INSURED
EMPLOYERS FOR OHIO’S WORKERS’ COMP FUND

* NEEDED TO PROTECT THE INTEGRITY OF THE SI
FUND TO ENSURE THAT NEW CHRYSLER AND NEW
GM, BOTH OF WHICH WOULD WANT TO BE SELF-
INSURED IN OHIO, WOULD ASSUME THE PRE-
BANKRUPTCY LIABILITES OF CHRYSLER AND GM.

* WE WERE SUCCESSFUL IN BOTH CASES IN HAVING
NEW CARCO ACKNOWLEDGE OBLIGATIONS TO
BECOME SELF-INSURED IN OHIO OR AGREE N THE
SALE ORDER (IN GM CASE) TO ASSUME THE PRE-
PETITION LIABILITIES OF DEBTOR COMPANIES

* WITH RESPECT TO OTHER STATE TAX ISSUES,
NEGOTIATED CLARIFYING LANGUAGE IN GM SALE
ORDER THAT ALL OHIO BUSINESS TAXES WOULD BE
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ADDRESSED & PRESERVED THE RIGHT OF SET-OFF

OF TAXING AUTHORITIES AGAINST ANY GM REFUND
REQUESTS

% PROTECTING OHIO CONSUMERS

LEMON LAWS ARE INTENDED TO PROTECT
CONSUMERS WHO PURCHASE CARS THAT CAN’T BE
PROPERLY REPAIRED UNDER WARRANTY &

REQUIRE EITHER A FULL REFUND OR REPLACEMENT
VEHICLE

WE FOUGHT TO ENSURE AUTO WARRANTIES ON ALL
CARS WOULD BE HONORED - DESPITE INTITAL
ATTEMPTS BY NEW CARCO REPS TO LIMIT THAT
LIABILITY

IN BOTH CHRYSLER & GM CASES, WE NEGOTIATED
WITH DEBTORS/NEW CARCO REPS TO ENSURE OHIO
LEMON LAWS WERE PROTECTED & BOTH DEBTOR
AND NEW CO WOULD ABIDE BY SAME

OUR EFFORTS RESULTED IN NEW CARCO REPS
AGREEING TO HONOR STATE LEMON LAWS FOR
CARS PURCHASED DURING THE BANRKUTPCY AND
EVEN FOR CARS PURCHASED FROM CHRYSLER/GM
PRIOR TO THE BANKRUPTCY FILINGS

WE FOUGHT TO ENSURE THAT CUSTOMER LISTS OF
CHRYSLER AND GM THAT WERE SOLD TO NEW
CARCO WOULD BE GOVERNED BY STANDARDS THAT
ENSURED PROTECTIONS AGAINST UNWANTED
DISCLOSURE & POTENTIAL OF IDENTITY THEFT

@ ENVIRONMENTAL PROTECTIONS

WE NEGOTIATED CLARIFYING LANGUAGE WITH GM
AND NEW CARCO TO ENSURE CONTINUING
RESPONSBILITY FOR ENVIRONMENTAL
PROTECTIONS FOR PLANT CLOSINGS WHICH RAISE
SPECIAL ENVIRONMENTAL ISSUES

@ PROTECTING AUTO DEALERS



* GM BANKRUPTCY PARTICULARLY HARDHITTING
FOR AUTO DEALERS - APPROXIMATELY 2100 OF 6000
DEALERS NATIONWIDE WERE SLATED FOR
TERMINATION

* BOTH CONTINUING AND TERMINATED DEALERS
WERE PRESENTED WITH AMENDED CONTRACTS BY
GM THAT REQUIRED THEM TO WAIVE THEIR
RIGHTS/PROTECTIONS UNDER STATE FRANCHISE
LAWS

* WE NEGOTIATED DIRECTLY WITH GM’S GENERAL
COUNSEL & REPS FROM PRESIDENT’S AUTO TASK
FORCE ON MANY OF THE DEALER ISSUES

* FOR THE CONTINUING DEALERS IN GM, WE WERE
SUCCESSFUL IN NEGOTIATING THAT STATE
FRANCHISE LAWS AND STATE
ADMINISTRATIVE/COURT PROCEDURES FOR
ENFORCING THOSE LAWS WOULD BE PROTECTED &
REMAIN MATTERS GOVERNED BY STATE LAW

* FOR THE TERMINATED DEALERS IN CHRYSLER AND
GM, WE FOUGHT FOR DUE PROCESS RIGHTS AND
FAIR TREATMENT. AS A RESULT, CHRYSLER
AGREED TO DELAY CLOSURE DEADLINES & WORK
WITH TERMINATED DEALERS ON THE REPURCHASE
OF OUTSTANDING INVENTORY. GM PROVIDED
ADDITIONAL TIME & ASSISTANCE DURING THE WIND
DOWN PERIOD FOR TERMINATED DEALERS

* IN DISCUSSIONS WITH GM’S GENERAL COUNSEL AND
AFTER LEARNING THE CRITERIA GM UTILIZED TO
MAKE DECISIONS ABOUT DEALERS, GENERAL
CORDRAY ASKED GM TO TAKE A SECOND LOOK AT A
SHORT LIST OF OHIO DEALERS SLATED FOR
TERMINATION WHICH RESULTED IN ONE
ADDITIONAL DEALER FROM BEING CLOSED - WHILE
HE WISHES IT COULD HAVE BEEN MORE - HE WAS
VERY GLAD TO ASSIST THAT ONE BUSINESS IN THAT
ONE COMMUNITY IN OHIO

# FAIRNESS FOR WORKERS AND OHIO COMMUNITIES

7



OHIO HAS SUFFERED DISPROPORTIONATELY AS
MANUFACTURING SECTORS SCALE BACK, CLOSE
PLANTS, AND/OR COMPANIES MOVE OUT OF OHIO

GM ANNOUNCED THE CLOSURE OF THE MORAINE
PLANT IN DAYTON AND THE MANSFIELD STAMPING
PLANT

AGO HAS FORMED PARTNERSHIPS WITH OTHER
STATE/LOCAL AGENCIES TO PROVIDE ON-SITE
SERVICES TO LAID OFF WORKERS AND EFECTED
RETIREES IN NEED OF BASIC
ASSISTANCE/INFORMATION

WE HELPED TO COORDINATE THE “RAPID RESPONSE
PROGRAM” TO ADDRESS LAID-OFF WORKERS’ NEEDS
CAUSED BY PLANT CLOSINGS ACROSS THE STATE -
INCLUDING GM & CHRYSLER

THE AGO HAS CONNECTED WITH THE RRP THROUGH
OUR PARTNERSHIP WITH OHIO DEPARTMENT OF JOB
& FAMILY SERVICES (“ODJFS”) TO PROVIDE
TRAINING AND RESOURCES TO OHIO AFL-CIO WHO
HAS RECEIVED GRANT $$ FROM WORKFORCE
DEVELOPMENT PROGRAM TO SET UP LABOR MGMT
COMMITTEES AT PLANTS THAT ARE CLOSING.

WE CONTINUE TO PROVIDE TRAINING AND
MATERIALS ADDRESSING JOB SCAMS, HOME
FORECLOSURE PREVENTION AND FORECLOSURE
RESCUE SCAMS WHICH TARGET LAID-OFF WORKERS

AGO STAFF HAS BEEN TRAINED IN THE RRP AND WE
CONTINUE TO STAFF INFORMATION TABLES AT
FAIRS FOR LAID OFF WORKERS ACROSS THE STATE

AG IS VERY CONCERNED ABOUT THE INEQUITABLE
TREATMENT OF MANY GM RETIRES WHO GAVE
MANY YEARS OF SERVICE AT GM PLANTS
THROUGHOUT OHIO AND NOW ARE FACING SEVERE
CUTS IN HEALTH CARE COVERAGE

APPROXIMATELY 4000 NON-UAW GM OR DELPHI
RETIRESS WHOSE HEALTH CARE COSTS HAVE
DOUBLED SINCE THE GM BANKRUPTCY CASE



* AG HAS MET WITH SEVERAL LOCAL, STATE AND
FEDERAL OFFICIALS CONCERNING THIS UNFAIR
TREATMENT & IS ACTIVELY EXPLORING OTHER

WAYS AGO CAN TAKE ACTION TO ADDRESS THIS
PROBLEM

# CONCLUSION

* AG SHARES CONCERNS OF THE EFFECTS OF

THE CHANGING AUTO NIDUSTRY HAS ON ALL
OHIOANS

* AG OFFERS SUPPORT AND SERVICES OF THE
OFFICE OF THE ATTORNEY GENERAL AS
GENERAL ASSEMBLY EXPLORES THOSE ISSUES
& POTENTIAL SOLUTIONS
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Good afternoon, my name is Eric Walker and | am the
Director of the Lucas County Workforce Development
Agency at The Source, Lucas County’s One Stop facility.
On behalf of County Commissioners Pete Gerken,

President, Tina Skeldon Wozniak, and Ben Konop.

m As we begin to move forward in today’s economy, we
hope to build on our region’s history of innovation and our
existing education and training capacity to create the
skilled and trained work force necessary to allow the
region to recover.

m Unfortunately, we are faced with a growing gap between
the skills of our workers and the demand of local
employers.

m Automotive manufacturing has historically been high wage
employment.

m In order to assist workers impacted by the contraction of
the automobile industry, we are striving to encourage
those individuals to retool and retrain for the jobs of today

but also for tomorrow.



For these workers, many who have been in the workforce
since leaving high school, the changes in technology
leave them unprepared to return to their old jobs —
assuming those jobs still exist.

In addition, employment growth in recent years has been
in the retail and service sectors where salaries are
significantly lower than those lost in manufacturing.
Re-training workers for emerging industries is a challenge
as well when it is not known what skills are going to be
needed and what industries are likely to grow in the
region.

Training workers for jobs that do not yet exist can lead to
continued unemployment, outward migration and ongoing
frustration for workers.

For our area, we would like to see increased attention to
training workers — not only those who have lost their jobs
but also those who work for companies that need to
become more competitive. Incumbent Worker training.
There should be programs that assist businesses to
transition into new industries — particularly “green
industries” including advanced energy.

Funding for programs for the adoption of “green
technology” by local governments to show support for a

potentially high-growth industry — similar to proposals
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Toward an Institute for Vehicular Business and Supply Chain Management

Prepared By: James A. Pope, Anand S. Kunnathur, Ram Rachamadugu, T.S. Ragu-Nathan
I0OTM Dept., College of Business Administration
and Peter A. Gold of The Gold Group, LLC

The automobile industry is one of the most important industries in U.S. manufacturing because of the
employment, wages, and retail business it generates. It also has an important impact on state and local
government revenues. The automotive supply chain is made of vehicle manufacturers, also called Original
Equipment Manufacturers (OEMs) and tier 1, 2 and 3 suppliers. The three tiers sometimes overlap and are not
fully distinct. Firms that sell finished components (for example, starter or generator) directly to the vehicle
manufacturers are called Tier 1 suppliers. Firms supplying directly to tier 1 (for example, copper wire or carbon
brushes) are classified as Tier 2. Firms supplying raw materials to either of the two are classified as Tier 3.

The current economic downturn has bankrupted two of the big three automakers. The automotive supply chain
associated with the manufacturers of automobiles has suffered as a consequence. Employment in the Midwest,
especially in Southern Michigan and Northwest Ohio is largely driven by jobs related to the automotive supply
chain. Between 2003 and 2005, $3.3 billion was invested in Ohio by companies operating in the automotive
industry. The loss of these jobs has and will have significant negative repercussions for the region and the
nation, unless other opportunities are found quickly to reorient the automotive supply chain infrastructure to
develop a) a presence in other industries, b) different business models in the same industry, or c¢) both--- thus

saving the employment base of the region. It has been shown from input-output models that automotive supply
chain expenditures account for a considerable percentage of production of many materials-producing industries,
such as metals industries. In 2001, about 32 percent of all aluminum, and 14 percent of all U.S. steel purchases
was attributed to the automotive industry. In addition, it has been reported that the automotive supply chain
generates close to 59,000 jobs in the electronics industry.

The automotive industry also generates indirect jobs in other industries. Along with aerospace and primary
metals, the automotive industry has the largest employment multipliers in the economy. The auto suppliers
industry constitutes the largest manufacturing sector in the United States, directly employing 686,000 people
and indirectly contributes to 3.29 million jobs, which is a multiplier of 4.8. The implications of these
employment multipliers is that the automobile supply chain sector generates more than three times as many
indirect jobs as employment in personal and business services and more than five times as many jobs as retail
sales. The average wage in the supply chain of the automotive industry outside of the OEM:s is 30 percent less
than that of the OEMs and is hence closer to the average wages in the service industry. This should make it
easier for the industries in the automotive supply chain to diversify into other manufacturing sectors such as
aerospace and alternative energy production in a competitive way.

As shown in Figure 1, employment in the automobile sector has seen a decline in employment since 2000. This
is a loss of 177,000 (17%) high wage jobs in the sector with considerable spillover effects in the linked sectors.
The impact on indirect jobs and the government sector has been significant and requires considerable
adjustment at the national, state and local level.
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Figure 1: Motor Vehicles and Parts Employment
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According to the Motor Equipment Manufacturers Association, a trade group for auto industry suppliers, more
than a third of auto related companies say in industry polling that they are in deep financial trouble. More than
40 of them entered bankruptcy in 2008. Some surviving companies are pursuing diversification into other
industries for risk mitigation, and also for higher profitability as shown below-

e Some supplier companies are focusing on the Wind Power and alternative energy industry. According
to the international business development manager at Michigan Economic Development Corporation,
about 700 Michigan manufacturers now do wind-industry work. Most of them either have been — or in
some cases still are — auto industry suppliers. In Ohio, according to the State Department of Economic
Development more than 500 companies are active in the wind industry supply chain or entering the
business. Most of them are either hedging their bets on their auto industry work or leaving it behind.

* Another industry that can accommodate automotive suppliers is the aerospace industry. The aerospace
industry has seen an unprecedented increase in orders resulting in capacity bottlenecks in its supply
chain. It is now looking towards the auto suppliers for additional capacity. Automotive supply chain has
the needed surplus capacity, capability in manufacturing technology, and competency to meet the
stringent norms of the aerospace industry.

* Auto suppliers also can and have diversified into the high precision medical instruments industry, and
DoD contracting. Here again, the fact that these auto suppliers have the technology and capability to
manufacture high quality products makes this a viable option.

The University of Toledo with its expertise and research capabilities in Supply Chain Management and
Technology Management can offer consultative services for strategic and business planning as well as
streamlining supply chain operations in addition to retraining all levels of the workforce. For instance, we can
perform market studies for reorienting and diversifying the automotive supply chain and provide assistance in
technology management, notably in Information Technology deployment and utilization.

We intend to advance a new national automotive institute focusing on Supply Chain business issues,
specifically assisting with the conversion from one industry to another, reengineer the organizations to take
advantage of emerging social, political and economic imperatives — need for less reliance on foreign energy
sources and green initiatives, testing and modeling new business plans and relationships, workforce
development, etc. We intent to rapidly create a one-stop Center of Excellence for expertise, contacts and access
to the knowledge assets of the university, business and government members of the new Institute.



Supply Chain Management at the College of Business Administration,
the University of Toledo

1. The College of Business (COBA) offers a Ph. D program in Manufacturing and Technology
Management. The program was started in 1990 with the first Ph.D graduates produced
in 1995. On average, about 2 Ph. Ds graduate from the program every year. Since the
year 2000, most of the dissertations are written in the area of Supply Chain
Management (SCM) overlapping with Information Technology. In the 20 years the
program has been in existence, 5 dissertations have received National awards and
numerous student papers have received best paper awards at both regional and
National conferences in the disciplines addressed in the program, including SCM.

2. The Ph. D program has about 30 active students in various stages of completion of the
degree requirements. This represents a very strong pool of qualified personnel available
to participate in projects engaged in by the Vehicular Business Institute. Additionally, a
strong cadre of MBA and MS in Engineering students are available to participate in such
projects.

3. Acadre of ten SCM/Tech Mgmt. faculty, senior and junior, are active researchers and
participants in the Ph. D program.

4. COBA research in Production Operations and Supply Chain Management is recognized
among the top 5 for publication in top journals in the field.

5. Faculty research grants in the SCM area include grants from DOT, DoD, NSF, and private
funding agencies. '

6. The University of Toledo is home to the Intermodal Transportation Institute (ITI), whose
founding Director was a member of the College of Business faculty. The [Tl is a potential
collaborator for the Vehicular Business Institute that is being proposed.

7. The University of Toledo has launched an entity called the Innovation and Technology
Enterprises (ITE) that engages the business community by providing business incubation
assistance and consultative services for launching new businesses. COBA faculty are
active participants in ITE from time to time.
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If you were willing to seriously look at Ohio and ask the question
“Why would a business locate here?” you may not like the answers.
Ohio is not a friendly place to start or operate a business! There are
too many barriers to success. Think about it. Tax structure?
Repressive! Environmental regulations? Full of red tape and delays!
For example, look at how long it is taking for the coke plant in East
Toledo to get approved. It is getting approved and will be built, but
look at how long it will take and the unnecessary cost.

' The workers compensation system in Ohio is so slanted toward a
supposedly injured employee that no business has any expectation
that a hearing will be fair and impartial. This system is broken and is
being driven by trial lawyers and so much greed that businesses
actually fear the system. The bias against the employer is
overwhelming. It does not say come to Ohio and bring your
business.

The State of Ohio and its economy is much like an automobile that
that has us all riding together. When the engine is running smoothly,
we (meaning our economy) travel down the road just fine. When
the engine stops running, the car will coast for a while as it slows
down. You will not coast as far if you continue to place speed bumps
in the road to prosperity. But without the engine, the car stops. Until
the engine is fixed, we cannot move forward again. Oh we can push
and move along slowly for a while until a hill comes. Then we can
no longer move forward at all and may move backwards. The engine
is the auto industry in Ohio. You must fix this engine with an
environment that says “Come to Ohio! We will embrace you!” Let’s
remove the speed bumps of barriers and delays.

Challenge yourselves. Why did Volkswagen decide to locate in
Tennessee last year? Why is NCR leaving Dayton? Why did
Mercedes build in Alabama? Why has BMW been so successful in
Greer South Carolina? Our educational system is better in Ohio than



either of those states. It is not the availability of qualified workers. It
is the business environment and the commitment to compete and be
the best. It will take us as business leaders, you as legislators,
employees and labor unions working in concert to say Ohio is the
best place to live, work, build wealth, and raise our families.

As Samuel Gompers the founder of the American Federation of
Labor (AFL) once said: “What the government gives, the government
can take away, and once it starts taking away it can take more than it
gives.”

Speed bumps? Government regulations? Red tape? Get them out of
the way and allow business to succeed!



Testimony Before
The Joint Select Committee on the Impact of the Changing Automobile
Industry in Ohio
Driscoll Alumni Center Auditorium, University of Toledo
August 3, 2009
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Good afternoon, I am Bill Wersell, Director of the Small Business Development Center
located in Toledo. The SBDC has seen an increasing number of requests for assistance
from small businesses tied to the automotive industry. As you are no doubt aware, the
SBDC’s services are confidential in nature so I cannot divulge specific companies that we
have been working with but will be speaking generally about the common issues that
they are facing. Many of these clients are long established family businesses that are
collectively major employers in the region.

The Small Business Development Centers are Ohio’s network of technical assistance
centers for small business. The SBDC is a partnership between the Ohio Department of
Development, the US Small Business Administration and local host agencies, such as my
host the Toledo Regional Chamber of Commerce. Statewide, there are thirty-six SBDC
centers, some specializing in manufacturing and technology issues. My four centers
serve the State Economic Development for Region 2. All centers work with Ohio
entrepreneurs, providing free and confidential business consulting to companies at
every stage of the business life cycle. SBDC services include financial analysis, loan
packaging, business plan development and consulting on HR, management, marketing
and strategic issues. As the economic climate has changed, SBDC services in northwest
Ohio have expanded to include credit negotiation, crisis management and debt
restructuring. Locally, the SBDC is also forging stronger relationships with the local
lending community so that we are better able to advise clients on how to manage
relationships with their lenders. This has become especially important as more
businesses are facing cash flow problems that are affecting their ability to repay debts.
Our office has recently had some success in renegotiating terms between clients in
crisis and their lenders, thereby ensuring that clients were able to keep their
doors open.

Last fall, the mission of the program in northwest Ohio began to change. The program
started receiving calls for assistance from existing manufacturers, second- and third-tier
automotive suppliers and other companies with ties to the automotive industry. With
the assistance of local consulting partners, the SBDC has been able to help these



companies shore up banking relationships, reassess their operations and revise their
business models to address the current state of the industry and economy.

The SBDC is currently serving small businesses from all aspects of the auto business,
such as second and third tier suppliers, packagers and shippers, new and used car
dealers, service centers, and of course many businesses that serve the employees of these
businesses, from restaurants to small retailers to day care centers to health care

providers. Almost all businesses in Northwest Ohio are impacted by the troubles of the
auto industry.

The most common problems facing all the businesses are:

1. Loss of market share. This has been caused by the cutbacks in manufacturing as
the demand for new autos has declined. Even though our clients have invested
heavily in facilities, equipment and manpower decisions have been made beyond
their control, that have led to the erosion of the market.

2. Reductions in cash flow. As their market share has declined so has the flow of
money into the businesses. The owners of these businesses have tried to absorb
these losses internally. All have reinvested their personal assets back into the
business, and have pledged all their assets to their lenders to maintain good
relationships.

3. Loss of equity/real wealth. Due to the devaluation of assets from property and
facilities to equipment and tooling to actual losses of value of stocks, investments
and real estate, debt to equity ratios have gone upside down in less than two
years. Tooling and equipment that may have been purchased in the last few
years has been devalued to well below replacement costs.

4. Increasing costs for compliance and compensation. Compliance with the huge
variety of oversights from all levels of government, federal, state and local laws
and regulations have become onerous to the small businesses. Workers Comp
has been raising discount rates for all businesses regardless of their safety
records.

5. Increases in health care costs. Maintaining health insurance for employees has
become an expense rivaling payroll itself.

6. Loss of credit. Due to all of the above, lenders are very conservative as to
lending new funds to existing businesses. The SBA has reacted to these
pressures with higher guarantees and no fees for applications but the business
must still meet the banking standards for credit, equity and of course cash flow.

Few businesses can survive this perfect storm of financial losses without support. That
support has been the focus of the SBDC in Region 2 for all of 2009. Due to small
increases in funding from the SBA, and the membership of my host, the Toledo Regional
Chamber of Commerce, the region has a group of consultants that have been quietly
working in this community supporting small businesses with financial analysis,
marketing support and debt restructuring. Those funds will end at the end of the



2. The state must continue to offer incentives such as the 166 Loan program and the
Enterprise Bond Fund - as mentioned earlier, this has been very helpful to businesses in

our area, and supporting small businesses provides a great return on investment for
Ohio.

3. Continued support for the SBDC

I'would like to introduce one if the consultants currently working with the SBDC
program, Charlie Chambers.
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Good afternoon,

My name is Joan Uhl Browne, and | am the President of Lott Industries, a not-for-
profit 501(c) 3 providing employment opportunities and training to approximately
1,200 developmentally disabled adults in Lucas County.

Thank you for the opportunity today to explain Lott Industries relationship with the
auto industry and share some of our strategies and struggles to recover from the
loss of automotive related jobs.

Lott Industries has been a part of the Northwest Ohio and Southeast Michigan
business community for over 50 years. Lott is ISO and NAID (National
Association for Information Destruction) certified, and has a flexible, multi-skilled
workforce that can take on projects very quickly and efficiently. Lott provides
assembly, packaging/repackaging, sorting, labeling, document destruction, digital
imaging services, and more. In addition, Lott offers supervised work crews that
travel to customers’ worksites to provide grounds keeping, warehousing, sorting,
digital imaging, packaging, and a variety of other business services.

Lott has a long history of supplying the automotive industry. We have fulfilled
contracts for Jeep, GM, Chrysler and Ford plants. For more than 26 years, the
Ford Motor Company was a very integral part of our operation as our single
largest customer, providing 70% to 80% of Lott’s annual revenues and employing
upwards of 400 developmentally disabled workers — a third of Lott's workforce.
Lott was the first business in the country serving developmentally disabled
individuals to receive a Q1 and QS9000 certification, and the only such group to
be a Tier 1 supplier to Ford.

Lott lost seven major sub-assembly contracts when Ford closed the Maumee
Stamping plant in 2007. We lost the most current GM contract (after making an
investment of over $100,000) in early 2008 when the truck transmission line was
shut down. Besides direct work with the Big 3, Lott provided sub-assembly work
to about twenty Tier Il automotive suppliers that have closed with the downturn in
the market. We currently are providing over 23 parts for a supplier to Honda
(providing jobs to 80 individuals), but the part volume has been cut by over 40%
with their decrease in sales.

Lott is hit by the credit crunch as much as every other business in this area. Two
major automakers still owe us significant money, and many customers are taking
longer to pay their bills. We are utilizing our cash reserves at an alarming rate as
we maintain payroll for our employees while we try to diversify our contract work
into various markets.

Our employees are paid piece rate based on the competitive prevailing wage rate
or minimum wage. We are not able to “lay off’ our employees, nor do they



receive unemployment benefits. Our employees continue to come to work every
day, and we do our best to provide meaningful work that provides an income to
pay for life’s basic necessities. Most of the contract work we currently run is at
our cost of labor and does not cover our fixed costs. Much of the work that we
traditionally have performed (other than the automotive work) is now being
supplied by foreign countries or is being performed in-house by local companies
to avoid employee lay-offs.

In responding to what is happening economically, our objective is to diversify our
contracts into a variety of market segments and reduce our automotive contracts
from our previous high of 90% to about 25% of our total contracts. Our goal is to
focus on products and services we own, that are good for the environment, and
good for our community.

We are expanding our technology for information imaging such as medical
records, an Obama administration priority; secure document destruction; and
product recycling. We are creating new product ventures in “green” growth
industries such as bio-diesel and bio-preferred products and generating new
products for retail and wholesale distribution. We have reached out to
Congresswoman Kaptur, The University of Toledo, The Ohio State University,
the Regional Growth Partnership, Lucas County Commissioners and others for
help and advice as we move forward.

For example, Lott Industries, in partnership with the Ohio Sate University has
submitted a proposal for ARRA funding for an Aquaculture/Hydroponics
Production and Training Center. Expansion of urban agriculture provides both
employment and nutrition opportunities for the people of this region.
Unfortunately, we have been advised by Sally Cooper, the Governor's Special
Assistant for Federal Stimulus Implementation that monies do not exist for this
project, even though the Governor is very supportive of the proposal. We have
been advised to split the request into parts and “shop” it to the different agencies
who have received monies to distribute, but this is quite a challenge for a non-
profit with limited staff and no lobbying experience.

Other identified opportunities for new services providing employment require
start-up money for equipment, such as expanding our recycling business. Our
experience has been that monies are available for training, but not for
construction or equipment.

Lott became an expert in automotive sub-assemblies and quality requirements to
become a Tier | supplier. However, our 30 year history of successful automotive
service, quality and delivery does not translate to instant success in obtaining
government work. We have found the federal procurement process to be very
difficult to navigate dealing with multiple agencies and purchasing divisions.
Accessing information for grants and federal resources is time consuming and
requires expertise and experience, and lack of production history for new



products makes it difficult to compete for GSA contracts. It is also very difficult to
identify and pursue ‘“set-a-side monies” for our organization that serves
developmental disabilities. Lott Industries does not qualify for affirmative action
programs, and we are behind prisons and NIB for federal preference and the
prison system for state purchasing.

For more than 50 years, Lott Industries has proven successfully over and over
again that individuals with developmental disabilities can be viable, productive,
taxpaying members of our community. There is no argument that what we offer in
supports and services and opportunities for the future is extremely important ...
not just for the people we serve but for the community as a whole. Our
management team has been working diligently to diversify the job opportunities
we have available to our employees. Although we have made some progress in
this regard, it has been a challenge to transition to green and high-tech jobs. We
are not where we need to be in terms of returning Lott to a self-sustaining
business entity where developmentally disabled citizens can find good work
opportunities. Lott Industries’ employees are hard working people who, given the
opportunity, would much rather work and add to the local and federal tax base
than the alternative. It is our belief that everyone can and should be a
contributing member of our society.

Our story has little bearing on franchise laws, consumer protection issues or
warranties that your committee has been charged to include in your
recommendations. However, | felt it was important this distinguished committee
be made aware of a significant and sometimes forgotten population of
consumers that has been impacted by the changing automotive industry. Thank
you for your time today and your service to Ohio. Please keep us in mind when
developing policy to help turn things around in our community.

Sincerely,

Joan Uhl Browne
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Esteemed Senators and Representatives, my name is Margarita De Leon. I am currently
employed as a Partnership Specialist for the United States Census and serve as a
volunteer fundraiser for the annual Diamante Awards Scholarship and Recognition
Banquet. Thave been asked to share with you the impact that the Chrysler Corporation

has had on the Latino community, in particular, as it pertains to the Diamante Awards.

This year marks the 20™ Anniversary of the Diamante Awards. The Diamante Awards is
an annual event that honors volunteerism in the Latino community while raising
scholarship dollars for Latino students. The event was initiated in 1989 by a local
community organization to address the growing need of scholarship dollars for Latino
students. It also served as the first event to locally recognize Latinos and Latinas who
were volunteering and making contributions for the betterment of the community.
Eventually, the organization aligned itself with The University of Toledo establishing an
endowment for students there. A partnership with Bowling Green State University
followed a few years later where another endowment was established. During this time,
it was recognized that a greater partnership would be the most effective way to leverage
fundraising efforts and to eliminate duplication of services among area universities and
institutions of higher education. In addition to the outreach, recruitment and scholarship
efforts for the Latino community at The University of Toledo and Bowling Green State
University, Lourdes College and Owens Community College were undertaking similar
efforts. The four institutions joined and launched a half million dollar fundraising
campaign for Latino scholarships in 2004. The campaign was successful and as a result,
all four institutions will be awarding close to 30 scholarships this year on September 11

at Lourdes College.

In 2005, The Chrysler Foundation joined the Diamante Awards as the event sponsor. As
the event sponsor, The Chrysler Foundation donated $15,000 a year for four years. In
addition, $5,000 was matched every year by the participating institutions. In four short



years, The Chrysler Foundation had donated and raised a total of $80,000. In addition,
we had the honor of having the Plant Manager, Luis Rivas; take a personal interest in the

outreach by attending the annual event.

We recognize that these numbers pale in comparison to the billions of dollars that the
Chrysler Corporation is use to paying out or compared to the billions of dollars that the
U.S. Government used to bail out the car industry; however, for our community these

dollars can make a world of difference to our college students.

According to the American Community Survey of the United States Census, the Latino
population in Ohio has grown by 22%. While Ohio has seen its overall population
decrease, its Latino population continues to grow. The Latino community is now the
largest community of color in the United States and will continue to grow. The Latino
community not only plays a vital role in the multicultural fabric of our nation, but also
comprises a growing portion of our workforce. What better way to ensure that the future
workforce of our country is prepared to meet the growing and dynamic demands of the

auto industry, then provided access to a college education.

Chrysler’s support not only allows us to provide scholarships, but it also allows us to
have an event that highlights our best and brightest during Hispanic Heritage Month. It
brings together some of our younger and older leaders to share and inspire others in our
community to remember where they come from and to always give back to the

community.

We take this opportunity to thank The Chrysler Foundation for its support. We also take
this opportunity to thank GM for their past support as well. We will be celebrating our
20™ year on September 11 at Lourdes College. We trust that as the car industry re-
invents itself and turns the corner financially, that Chrysler, GM and others will look to

invest in their future workforce by supporting the Diamante Awards.

Thank You.



JOINT SELECT COMMITTEE ON THE FUTURE OF THE AUTO INDUSTRY
Lorain County Community College, Room 207-208
1:00pm

Meeting Minutes for August 18, 2009

Present: Absent:

Representative Lundy, Chairman Representative Hagan
Senator Cafaro Senator Wagoner, Chairman
Senator Buehrer

Representative Sears

Co-Chairman Lundy called the meeting to order at 1:17. Senator Beuher moved
the minutes from the previous meeting be accepted. This motion was seconded by
Senator Cafaro.

Co-Chairman Lundy called Dr. Roy Church, President of Lorain County
Community College. He gave written testimony regarding various initiatives that the
college and the community has undertaken to help continue the employment of his
students. The witness answered questions from Senator Cafaro.

Co-Chairman Lundy then called Mayor Karl Zuber of Avon Lake and Mayor
John Hunter of Sheffield Village. They testified to the effects of the local Ford plant and
to their efforts to keep and expand upon Ford’s success in the area. The mayors were
asked questions from Senator Cafaro and Buehrer.

Co-Chairman Lundy then called Mayor Dean DePeiro of Parma to testify. He
gave prepared testimony and answered questions from Co-Chair Lundy and
Representative Sears.

The Co-Chairman then called Nick Abraham owner of Abraham Motors to testify
in his experiences with the revoking of his franchises. The witness then answered
questions from Co-chair Lundy, Senator Buehrer and Cafaro.

Co-chair Lundy then called Anthony Giardini, legal Cousel for Spitzer Auto
Group to testify. The witness spoke to the case that he has been arguing on behalf of his
client. He is claiming that the way the revoking the franchise was illegal. He answered
questions from Representatives Sears and Senator Cafaro.



Co-Chair Lundy then called Kevin Schmidt, Director of the Ohio Manufacturer’s
Association. He provided written testimony. The witness was asked to return at a later
date.

Co-Chairman Lundy called Frank DeTillio from the Lorain County Chamber of
Commerce. He provided written testimony and answered questions asked by Co-Chair

Lundy.

Co-Chairman Lundy called Steve Morrey from Team Lorain County. He gave
prepared testimony and was questioned by Co-chair Lundy.

Co-Chairman Lundy called Jerry Skully, Executive Director of the United Way of
Lorain County. No questions were asked of this witness.

With no other business before this committee the meeting was adjourned at 4:20.

Respectfully submitted,

Mark Wagoner, Chairman Robert Hagan, Secretary



Good afternoon. I’m Roy Church, President of Lorain County Community
College. It is my pleasure to welcome the Joint Select Committee on the Impact of
the Changing Automobile Industry to Lorain County Community College.

I want to thank Representative Matt Lundy for his leadership in co-chairing this
initiative to examine the impact and future of automotive manufacturing in Ohio.
In addition, I am delighted to see several local leaders and supporters of Lorain
County Community College that I would like to take just a moment to thank and
recognize them:

Lorain County has deep roots in automotive manufacturing. In 1980, 43% of the
County’s workforce was directly tied to manufacturing. Today, less than 16% of
Lorain County workers are involved in manufacturing. Yet, for the most part, the
gross domestic product generated by manufacturing in this community has not
changed and in some cases has increased. The explanation: rapid advancements
in technology and innovation have significantly altered the way we perform work,
the way we do business, the way in which we compete in a global economy.

Consider just these few facts that serve as evidence of the rapid rate of change in
our environment today:

e The top 10 jobs that will be in demand in 2010 (next year) did not exist just
FOUR years ago. (Knowledge and technical expertise are replacing strength
and endurance as job qualifications.)

e United States Department of Labor estimates that people will have between 10

and 14 jobs...by the age of 38. (Gone are the days of retiring after 30 years of
employment with one company)



* The amount of new technical information is doubling every 2 years.
(Employers and workers must consistently adopt emerging technologies and
knowledge to remain competitive in a global economy.)

Our world is changing exponentially and dramatically impacting Lorain County
companies and workers. Consider these few examples of the impact of change on
employment in Lorain County in just a two year period (2008 and 2009)

* This year, Ford Ohio Assembly Plant (Avon Lake) laid off 178 employees,
in addition to the 200 plus laid off in 2008

e Lorain County Automotive Systems (Lorain) laid off 60% of its workforce

* Shiloh Industries (Wellington) laid off 100 plus employees

* Republic Engineered Products (Lorain) laid off over 400 employees.

e Nordson in Amherst laid off 35 workers

e Camaco in Lorain is retooling 50% of workforce and for some good news is
slowly recalling 120 of previously laid off workers

Lorain County Community College is committed to addressing the challenges and
opportunities of our community — right now, there is no greater challenge than
reinvigorating our economy through talent and business development by
supporting the transformation of our industry strengths such as manufacturing,
while growing new industries of biosciences, sensors, and alternative energy.

In terms of talent development, Lorain County Community College opened a new
academic year just yesterday with record enrollment — more than 15,000 students
pursuing higher education at this College. A clear sign of our challenging and
changing economic environment — people returning to the classroom to prepare for
new careers.

In direct response, Lorain County Community College launched an innovative
strategy to help dislocated workers retool for new careers through a program called



Make Your Lay-off Pay-off. The initiative is a partnership between Lorain
County’s Talent Network, Lorain County Community College, Lorain County
Joint Vocational School and The Employment NetWork. It provides tuition and
financial support to students who have been directly impacted by lay-offs and
company closings. It provides career pathways in high growth areas like
Healthcare, Information Technology and Manufacturing to help students obtain the
skills they need to return quickly to the workforce while mapping out longer term
educational opportunities to keep them competitive in the marketplace. To date,
over 400 dislocated workers participated in the program; 176 received direct
training and nearly $500,000 has been packaged from various federal, state, local
and philanthropic resources!

Because of the success of the Make Your Layoff Pay Off program this Spring, the
initiative has become the model through which the County is implementing the
$1.2 million-dollar Federal Stimulus Training Program, again in conjunction with
our partners. The new, enhanced initiative, launched in late July, entitled
“Stimulate Your Career”, has already served over 450 potential participants, many
of whom are now in the final stages of training selection and enrollment.

Furthermore, to help manufacturers develop the talent base they need, Lorain
County Community College in 2009 became one of four Community Colleges
chosen nationally to pilot a manufacturing skills certification system by the
National Association of Manufacturers. The program targets entry-level workers
in high growth industries by creating ‘stackable’ industry-recognized credentials.

As educators we are currently preparing students for jobs that don’t exist vet:
which will use technologies that haven’t yet been invented. . . in order to solve
problems that we don’t even know are problems today. New inventions drive
entrepreneurship, entrepreneurship drives commercialization and
commercialization fosters growth of new industries and new industries creates
jobs.




Lorain County Community College’s Entrepreneurship Innovation Center, located
just across the parking lot, is host to 13 early stage companies all involved in the
commercialization of cutting edge technology. They are being coached by GLIDE
an Edison Technology Incubator established in 2001 through a partnership
between Lorain County Commissioners, Lorain County Community College and
Lorain County Chamber of Commerce. These companies along with others from
through Northeast Ohio are receiving pre-seed as well through the Innovation
Fund, an initiative of the Lorain County Community College Foundation. To date,
the Innovation Fund has invested over $2 million in 32 early-stage companies to
help ignite new product development and commercialization.

’

Lorain County Community College committed to education and economic
development as mainstays of its mission and vision. As this Taskforce moves
forward with its work, I am delighted to see that higher education as a partner in
helping manufacturing in Ohio transform to create wealth and jobs in Ohio. Thank
you.



LEE FISHER

LIEUTENANT GOVERNOR
STATE OF OHIO

August 15, 2007

Ms. Gaby Bruno

Government Relations

Ford Motor Company

1 American Road

Dearborn, Michigan 48126-2701

Deér Mﬁak/

As the Lt. Governor and Director of the Ohio Department of Development, | want to reiterate
how important Ford is to Governor Strickland and me. We highly value Ford as a vital, continued
partner in Ohio’s economic growth. | am pleased to present you an outline of economic
incentives that has been developed in response to the opportunity for additional investment in
Ford's very important Avon Lake facility.

I want to emphasize that Governor Strickland and | want to offer you more than an incentive
package for this project at this plant. We want to work with Ford to build a series of programs
that ensure the success of all of your operations in Ohio. As a first step, we want to develop a
master training grant that covers all of your Ohio facilities. A master training grant will provide
Ford with the flexibility to decide which of your plants can benefit most from our training
programs.

Beyond developing a master training grant, we also want to work with you to explore options for
revising Ohio’s other incentive programs to better fit the realities of today’s automotive industry,
including partnering on advanced energy solutions to reduce your electricity costs and trying to

rework our incentives to better suit your business cycles.

We believe that the attached program of incentives is substantial, offering more than $41 million
in benefits to Ford. We are ready to work creatively with Ford to find ways to legislatively revise
our incentives to ensure that Ford remains an integral part of Ohio's communities and economy
by adding value and reducing costs for all of your facilities.

Thank you for this opportunity to continue and expand our important partnership.
Singefely
Lee Fisher

;ﬁ‘ﬁ
Lt. Governor of Ohio

Director, Ohio Department of Development

LF/srs
Enclosed: Summary of Incentives
77 SOUTH HIGH STREET « P.O. Box 1001 e COLUMBUS, OHIO 43215-6117 + U.S.A. 614.466.0990 ¢ FAX: 614.644.0745



Oh - Department of
; lO Development
Summary of Incentives for Ford Motor Company

Value of Ohio’s Commitment:
More than $41,000,000

Proposed State Incentives:

Ohio Job Retention Tax Credit $27,210,150
Manufacturing Machinery and Equipment Sales Tax Exemption $12,500,000
Rapid Outreach Grant $1,000,000
Ohio Investment in Training Program $1.000,000
Total Value of State Incentives - Upto $41,710,150

Project Assumptions:

e Ford Motor; Company (Ford) would expand in the City of Avon Lake, Lorain
County. |

» Ford would invest at least $200,000,000 in Machinery and Equipment for
its proposed project.

 Ford would retain 2,000 full-time jobs at the project site.

e The average hourly wage rate for all new positions at the project site would
be $24 .89, exclusive of benefits.

* The State of Ohio is in competition with the States of Michigan and
Kentucky for Ford’s proposed project.

This commitment is current as of August 16, 2007.
This commitment will remain in effect until October 1, 2007



Summary of Incentives for Ford Motor Company

STATE COMMITMENT ACCEPTANCE REQUIREMENTS

The ODOD understands the confidential nature of negotiating financial incentives for
business location and expansion plans. The Department will make a concerted effort
to coordinate the release of public information in conjunction with Ford’s governmental
affairs and communications office. Lack of coordination in the timing of

announcements and required approvals could jeopardize ODOD'’s ability to deliver the
referenced incentives.

This preliminary commitment of assistance is based upon our understanding of the
project as outlined herein. Please address any issues inconsistent with our
understanding of the project. In the event that any of these numbers are reduced,
our commitment may be reduced proportionately.

Please note that the use of State funds may require the payment of Ohio’s prevailing
wage rate as determined by the Ohio Department of Commerce, Wage and Hour
Bureau.

This commitment is contingent upon final approval by the Ohio Tax Credit Authority and
State Controlling Board.

The ODOD recognizes Ford may need to proceed with the proposed project prior to
receiving final approval for the incentives offered in order to meet schedule
requirements. Although you do so at your own risk, the ODOD is confident that this will
not jeopardize your application for State assistance.

Please continue to work with Eric Neff, Business Development Representative, and
Jennifer Ruggles, Regional Economic Development Director. Eric will assist the
company in gaining the necessary approvals for the assistance described herein. Eric
will need to receive a written response from the company by October 1, 2007,
accepting this assistance and confirming our understanding of the project. Eric may be
reached at (614) 466-5656 or by e-mail at eneff@odod.state.oh.us, and Jennifer

Ruggles may be reached at (216) 787-3471 or by e-mail at jruggles@odod.state.oh.us,
should you have any questions.

This commitment is current as of August 16, 2007. 2
This commitment will remain in effect until October 1, 2007.



Summary of Incentives for Ford Motor Company

TAX INCENTIVE

Ohio Job Retention Tax Credit
Estimated Value: Up to $27,210,150

The Job Retention Tax Credit program allows companies retaining jobs in the State to take
a corporate franchise or State income tax credit based on the Ohio income tax withheld
from eligible retained employees. The credit is non-refundable but may be carried forward
for up to three years. ODOD will recommend to the Ohio Tax Credit Authority a 75 percent
tax credit for 10 years for 2,000 or more retained employees. These recommendations will
be contingent upon the company committing to an average hourly wage of $24.86. The
company's tax credit is calculated based upon the State income tax withholdings for the
retained jobs. This credit is contingent upon submittal of an application, meeting all
program requirements including adequate local financial support. This credit is also
contingent upon the recommendations of the Directors of the Office of Budget
Management and the Ohio Department of Taxation, and approval by the Ohio Tax Credit

Authority. The company must maintain operations at the project site for at least 20 years,
twice the term of the tax credit.

Manufacturing Machinery and Equipment Sales Tax Exemption
Estimated Value: Up to $12,500,000

Machinery and equipment (M&E) to be used in the manufacturing process is exempt from
sales and use taxes in Ohio. Based on $200,000 million in qualified M&E purchases, and
based upon the State of Ohio and Lorain County’s combined 6.25 percent sales tax, Ford
will be able to save approximately $12,500,000 in sales tax.

GRANT

Rapid Outreach Grant
Estimated Value: Up to $1,000,000

The ODOD is prepared to offer funding from the Rapid Outreach Grant program for up to
$1,000,000 from the fiscal year 2008 budget (which began July 1, 2007) to Ford for its
costs associated with the acquisition and installation of machinery and equipment. The
grant will be provided on a reimbursement basis to Ford. The use of State funds may
require the payment of Ohio's prevailing wage rates as determined by the Ohio
Department of Commerce, Wage and Hour Bureau. Use of these funds is contingent upon
approval by the State Controlling Board.

This commitment is current as of August 16, 2007. 3
This commitment will remain in effect until October 1, 2007.



Summary of Incentives for Ford Motor Company

WORKFORCE DEVELOPMENT

Ohio Investment in Training Program
Estimated Value: Up to $1,000,000

Through the Ohio Investment in Training Program (OITP), the State of Ohio can provide
grant funds to a company for its specific training and other workforce development needs.
Up to 50 percent of allowable training costs for Ford's project can be reimbursed, subject
to the availability of funds. Eligible costs include instructor fees, materials, and other such
expenses. The OITP has committed to fund up to $1,000,000 from fiscal Jyear 2009 funds
(which begin July 1, 2008) for the training of Ford’s employees.

This commitment is current as of August 16, 2007. 4
This commitment will remain in effect until October 1, 2007.






Changing Auto Committee
Testimony by Parma Mayor Dean DePiero
August 18, 2009
Lorain County Community College

I have spoken to profitable, dedicated car dealers in the Parma area who have
been ordered to close their doors. I can honestly say their reaction has been a
combination of anger, shock, disbelief, devastation and especially un-American!
They’re asking, “How can this be allowed to happen?”

Chrysler is closing about 50 dealerships in Ohio — more for GM — and the
downsizing will have a tremendous economic ripple effect in cities everywhere,
especially traditional blue collar communities like Parma.

Dealers I spoke with are losing employees, losing money and they have no safety
net. The banks won’t return their calls! They are being look upon as bad
business people, and that is not true.

It was the automakers that filed for bankruptcy — not the dealerships — yet they are
suffering the most — and cities across America will suffer right along with them.

These dealers have invested in people — in parts — and in buildings — they lost
millions — and no one seems to care. But mayors like me must care because these

dealers provided our cities with good paying jobs and tax revenue to benefit our
communities and its residents.

Many if not most of the Parma dealers were profitable — they have been in
business for 80, 90, 100 years — and they represent the fabric of our community

that is now being ripped apart for no reason other than to bail out Chrysler and
GM.

A GM spokesman said, “The Company chose to close its poorest performers,
stores that had already received warnings for falling behind in sales or customer
service.” That is simply not true! Dealers call it “the big lie.” Many if not most

of the dealers in my city are good business people, loyal to their customers and
loyal to their community.

Again, the ripple effect of the dealer closings is difficult for any of us to
comprehend.



Under Ohio Law, the car dealers in this state and those across the country are
entitled to DUE PROCESS — an opportunity to dispute claims of mismanagement
with their business and their customers. But they have been denied hearings
before the Ohio state motor vehicle board — a common practice for decades!

The objective of fewer dealers selling more cars to a higher class of customers is a
fallacy. Fewer car dealers mean fewer jobs, less income for more Americans, and
lower tax income for countless communities like Parma.

I cannot afford to let that happen without objection. That is why we must all “do
the right thing,” and that is to support legislation in congress that would block
widespread auto dealer closures, reverse the process of putting good businesses
out of business, and restore basic free enterprise rights to our neighbors and
friends — the loyal and profitable car dealers in America.

These dealers did nothing wrong. That is why we cannot just stand by without
helping them as they have helped our cities and towns. If not, I have to wonder
what’s next — what profitable employer in my city will be next — told to shut down
for no apparent reason other than to magically erase the mistakes of its parent
company or corporation.

That way of doing business is not only unfair — it truly is un-American. Unless
we “stop the bleeding” and reverse this process, our cities and its residents will be
the biggest losers of all.
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Testimony of

Kevin Schmidt
The Ohio Manufacturers’ Association

Before the
The Joint Select Committee on the Impact of the Changing Automobile Industry in Ohio
August, 18 2009

Chairman Lundy and Chairman Wagoner, members of the committee, | appreciate the opportunity
to testify today. My name is Kevin Schmidt and | am the Director of Public Policy Services for the Ohio
Manufacturers’ Association (OMA). The OMA represents over 1600 manufacturers of all different types,
sizes, and products throughout our state. Our membership includes car and truck assembly
manufacturers, traditional auto parts suppliers, chemical makers who produce automotive paints and
coating, glass producers that manufacturer auto-glass, foundries that cast engine blocks, and rubber
manufacturers that make the tires and hoses that go into cars and trucks. All of these industries and others
within manufacturing are linked to the car and truck building. By the numbers Ohio has historically ranked
number two in auto assembly and may be even more dominant in parts and components. It has been said
that the automotive supply chain lives in Ohio. Together with assembly operations these traditional
manufacturing industries have been the driving force of Ohio's induétrial economy and the OMA mission is
to work with you to protect and grow that economic asset in our future.

Overall, manufacturing is responsible for about 17% of Ohio’s gross state product, more than any
other sector. The transportation equipment industry within manufacturing comprises our largest
manufacturing category by employment. And so while that direct production is very high in the state, it is
important to consider the ripple effect. Where you have auto assembly, other economic activity will follow.
Economists calculate this multiplier effect as creating $1.37 in non-manufacturing sectors of the economy

for every dollar spent in manufacturing. The multiplier can also be measured by employment, creating



three non-manufacturing jobs for every one manufacturing job. While those ratios describe an average of
all manufacturing in Ohio, auto assembly spins off as many as seven jobs for every job in assembly and
creates over $1 of economic output activity for every dollar of auto manufacturing revenue.

Additionally, the locality where that manufacturer calls home benefits through access to high quality,
well paying jobs that support the local economy through visits to car dealerships, restaurants, grocery
stores, dry cleaners, and retail stores. The benefits to a strong manufacturing base are almost too
numerous to count.

This committee recognizes the tremendous change thrust upon the various components of the auto
industry, some due to extraordinary market forces and some due other factors, but let me urge the
committee to also consider the changes resulting from global competitive forces. Competition perhaps
more than any other factor continﬁes to force innovation of both product and process. In no other sector
are these pressures greater than in automotive manufacturing. In order to compete, car and truck
manufacturers and their suppliers have Had to become technology-intensive and energy intensive. This
equates to the need to reinvest and retool. Companies approach investment decisions carefully. State law
can have a clear impact on those business decisions and so | am going to tailor my comments today to
reviewing legislative developments that have improved Ohio’s competitiveness among other states.

Both Republicans and Democrats have been working in a bipartisan manner to pass legislation
improving Ohio’s business climate, examples include:

A historic restructuring of Ohio’s business tax code, moving from an investment base to a more fair

consumption based system. In effect, our old tax code punished capital investment and profit.

e The most significant re-write of Ohio’s clean air act which dramatically decreased the amount of

paperwork applicant's must contend with regarding air permits - all without any decrease in Ohio’s

ever improving air quality.



e Tort reform measuresv that have significantly improved the litigation environment for employers and
manufacturers in the state propelling Ohio’s rating from one of the worst states to one of the best.
 Anhistoric restructuring of Ohio’s electric utility regulations that protected customers throughout the
state from punitive price increases like those felt in Maryland and the New England states. These
price increases led to inevitable demand destruction from industry.
The tax reform measures are so important that the OMA will be represented at a future meeting of this
committee to discuss in detail how it has elevated Ohio’s business tax code position among the states.
Ohio’s lawmakers should be proud of these efforts and we thank you for them. While Ohio, and the
rest of the nation, continues to suffer through one of the most severe economic down turns since the Great
Depression, the OMA urges lawmakers to “stay the course” and support policies that have had broad
positive effects on Ohio's most important economic sector — manufacturing.

While | could spend the rest of the committee’s time discussing all of these issues importance to
manufacturing, and the auto manufacturing industry specifically, | will spend my time today discussing the
importance of energy.

Energy is especially important to auto manufacturing. The assembly plants run automated lines
that require high quality power; even the slightest disruption can throw off intricate timing and result in
costly delays. The forges and foundries that make many of the engine parts and other castings require
significant amounts of energy. Metal working facilities increasingly rely on high-tech weldin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>