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Ford gets tax breaks for Louisville plants

Jere Downs
October 31, 2008
FRANKFORT, Ky. -- Ford Motor Co. gained state approval yesterday for up to $180 million in tax breaks to help fund retooling of its two Louisville plants to make small cars and large sport utility vehicles.

With the incentives, Ford plans to put $100 million toward the eventual renovation of Louisville Assembly to make small cars instead of Explorer SUVs.

Ford also plans to spend another $100 million to add production of the Expedition SUV early next year to lines that build Super Duty trucks at the Kentucky Truck Plant in eastern Jefferson County.

Ford officials declined to comment on products to come to the Fern Valley Road factory, where a work force now turns out the Ford Explorer on just one shift.

"What we have said is that it is a small car," said Curt Magleby, Ford's U.S. director of government affairs. "There are a lot of vehicles that fit that description."

Ford's tax-break application to the Kentucky Economic Development Finance Authority referred to "manufacture and assembly of Ford Focus and Ford Escape platforms" at Louisville Assembly. An automotive platform refers to the basic underpinnings of a vehicle that can be used for various models.

Ford has said the new vehicle at Louisville Assembly will be based on its C platform, which is currently used in Europe for the Volvo C30, the Mazda3, the Kuga, the Mazda5 and the Volvo C50 station wagon.

Ford will collect the tax breaks in the form of rebates on the state income taxes generated by the plants.

Ford suppliers also will benefit from the incentives. In Hopkinsville, auto parts supplier Martinrea International will undergo a $13.5 million expansion to supply parts to the retooled Louisville Assembly plant within two years.

The Martinrea expansion will add 65 jobs to the 340-employee work force at wages between $16 and $34 per hour. In turn, Martinrea, headquartered in Ontario, Canada, will receive $2 million in state tax incentives.

"These investments will help protect the jobs of more than 5,000 Ford employees in the Louisville area and thousands more people throughout the commonwealth whose jobs and businesses depend on Ford's continued presence here," Gov. Steve Beshear said in a prepared statement.

Considered doomed just a year ago, the Louisville Assembly Plant has been targeted by Ford for a new product by 2011.

"That is fantastic," Rocky Comito, president of United Auto Workers Local 862, which represents some 5,600 auto workers at both plants, said of the incentives. "The members should feel more secure knowing that the state and Ford can work together."

Amid the worst auto market in decades, Ford's plan to spend $100 million at Louisville Assembly is a fraction of what it will cost to convert the plant. State economic development officials project the cost of transforming the 53-year-old factory at $300 million to $500 million.

"The agreement underscores the fact that Louisville is an important part of Ford Motor Co
The approval yesterday amends previous Ford aid packages to allow the automaker to recover up to 30 percent of its total actual investment made by 2016, up to $180 million.

Should Ford, which has declared it will not regain profitability until at least 2010, not pursue the expansion, the automaker will not receive any aid, finance authority board member Aubrey Hayden said yesterday.

Ford also agrees to guarantee current employment between now and 2012, with a projected increase to 6,150 workers between now and 2017.

Current state budget woes do not threaten the incentives, Hayden added, because the approvals yesterday span 10 years. The commitment to spend $100 million at Louisville Assembly is a start to plans Ford charted before auto sales sank to levels not seen since the early 1980s, Magleby added.

"We are executing our plan for transformation as fast as we can," Magleby said.

Actions taken yesterday also hinted at other parts of Ford's upcoming product plans.

Martinrea will also make and assemble "Ford Transit parts to be shipped to the Ford Assembly Plant," in Avon Lake, Ohio, according to state documents approved yesterday. Ohio Assembly currently makes Econoline vans and the Ford Escape.

Ford's Web site touts the Transit, a compact van, as the best-selling van in Europe.
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