




 

 

Staff Report 
To: Economic Development Commission Members 

From: Krista Linke, Director 

Date: July 2nd, 2014 

Re: Case EDC 2014-03 – Hetsco, Inc. 

              

Case EDC 2014-03 – Hetsco, Inc.: A request for a 10-year tax abatement on $2,165,000 in real property 
and a 5-year tax abatement on $400,000 in personal property investment. 

Location: 1725 N. Graham Road 

Summary: 

1. Characteristics of this location: 

The shell building was a joint partnership between the City of Franklin Redevelopment Commission, 
the Mayor’s Office, the Johnson County Development Corporation and Runnebohm Construction. 
The shell building was built to attract a new company to the City of Franklin.  

2. Characteristics of this petitioner: 

Global Power, Williams Industrial and Hetsco, Inc. design, engineer and manufacture a broad array 
of equipment and services to the global power infrastructure, energy and process industries. The 
Hetsco, Inc./Williams Services Division performs maintenance and construction services to fossil, 
nuclear, and hydroelectric power plants and other industrial operations. They provide specialty 
services to the aluminum heat exchanger and air distribution industries. They have performed work 
in more than 40 states across the U.S. and in over 30 countries. Their headquarters are currently 
located in Greenwood, Indiana, and they have a fabrication facility in Houston, Texas.  

3. Characteristics of this project: 

The shell building is 51,360 square feet. It is expandable to 150,000 square feet. Hetsco will 
purchase and build out this property for shop and office space. They will relocate their company 
from Greenwood to Franklin. They have outgrown their existing location and wish to consolidate 
numerous leased temporary spaces into one permanent location.  

4. Economic Revitalization Area (ERA): 

This property was previously designated an ERA by Resolution 2012-04 and confirmed by Resolution 
2012-05. 
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5. ERA & Tax Abatements Findings (Real Property): 

Indiana Code Section 6-1.1-12.1-3 states that the following findings must be made when considering 
an ERA designation and the granting of a tax abatement for real property: 

a. Whether the estimate of the value of the development or rehabilitation is reasonable for 
projects of that nature; 

b. Whether the estimate of the number of individuals who will be employed or whose employment 
will be retained can be reasonably expected to result from the proposed redevelopment or 
rehabilitation; 

c. Whether the estimate of annual salaries of those individuals who will be employed or whose 
employment will be retained can be reasonably expected to result from the proposed 
redevelopment or rehabilitation; 

d. Whether any other benefits about which information was requested are benefits that can be 
reasonably expected to result from the proposed redevelopment or rehabilitation; and 

e. Whether the totality of the benefits is sufficient to justify the tax abatement. 

6. ERA & Tax Abatements Findings (Personal Property): 

Indiana Code Section 6-1.1-12.1-4.5 states that the following findings must be made when 
considering an ERA designation and the granting of tax abatement for personal property: 

a. Whether the estimate of the cost of new manufacturing equipment is reasonable for equipment 
of that type; 

b. Whether the estimate of the number of individuals who will be employed or whose employment 
will be retained can be reasonably expected to result from the instillation of new manufacturing 
equipment; 

c. Whether the estimate of annual salaries of those individuals who will be employed or whose 
employment will be retained can be reasonably expected to result from the installation of the 
new manufacturing equipment; 

d. Whether any other benefits about which information was requested are benefits that can be 
reasonably expected to result from the installation of the new manufacturing equipment; and 

e. Whether the totality of the benefits is sufficient to justify the tax abatement. 

7. City of Franklin “Tax Abatement Policy” criteria: 

The “Tax Abatement Policy” section of the City of Franklin Community Investment Incentives 
Summary states that the Economic Development Commission shall use certain criteria when 
considering a request for tax abatement.  A comparison of those criteria and this request follows: 

a. Diversification of Local Occupations: The number of jobs being retained from the Greenwood 
location is 49. The number of new jobs being created is 40. This is a total of 89 new jobs to the 
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City of Franklin.  
 
• 17 managerial/professional specialty occupation with an average hourly wage of $44.42 

• 32 operators/fabricators/laborer positions with an average hourly wage of $22.47 

Wage figures do not include benefits. A summary of benefits provided to employees has been 
provided and is included at the end of the staff report as Attachment A. 

b. Diversification of Local Employment:  According to the 2012 U.S. Department of Commerce, U.S. 
Census Bureau, the commercial and industrial machinery and equipment (except automotive 
and electronic) repair and maintenance, makes up 10% of the repair and maintenance industry 
sector in Johnson County. According to www.census.gov, there were 101 repair and 
maintenance establishments in Johnson County in the first quarter of 2012. 

c. Increase in Local Salaries: The average wage for all industries in Johnson County for the first 
quarter of 2012 was $14.98.  The average hourly wage in Johnson County for repair and 
maintenance employees was $21.41 per hour. The average hourly wage (without benefits) for 
the 49 jobs being retained with Hetsco is $30.08. The average hourly wage (without benefits) for 
the 40 new jobs with Hetsco is $27.29.  

d. Sustainable Land Use: The petitioner proposes to make this investment at a location chosen by 
the City of Franklin to construct a shell building. 

e. Future Community Investment: The applicant should share with the EDC their plans for future 
community investment. The company has indicated on their application that they are not 
agreeable to an Economic Development Fee on real or personal property. 

f. Conformance with the Comprehensive Plan: The Comprehensive Plan - Future Land Use Plan 
identifies this property as Manufacturing. Manufacturing areas are intended to accommodate 
large scale businesses that produce finished products from raw materials. Uses in these areas 
may include products manufacturing as well as any related warehousing and offices. 
Manufacturing areas may include facilities that involve emissions or the outdoor storage of 
materials and finished products. These two factors are the primary distinction between 
manufacturing areas and light industrial areas.     

The property is zoned IG, Industrial: General. The “IG,” Industrial: General zoning district is 
intended to provide locations for general industrial manufacturing, production, assembly, 
warehousing, research and development facilities, and similar land uses. This district is intended 
to accommodate a variety of industrial uses in locations and under conditions that minimize 
land use conflicts. This district should be used to support industrial retention and expansion in 
Franklin.   

8. Tax Abatement Duration: 

The City of Franklin Community Investment Incentives Summary provides that longer periods of 
abatement on real and personal property may be considered for requests of an exceptional nature.  The 
Summary states that development examples of an exceptional nature include projects which: 

a. Create a new plant or product line for an existing manufacturer; 

http://www.census.gov/�


   

EDC Case # 2014-03  Page 4 

b. Creates substantial employment opportunities with higher than average wages; 

c. Increase substantially property values and the city tax base with minimal impact to city services 
(police & fire protection, schools, utilities, infrastructure, etc.); and 

d. Utilize existing public infrastructure (sanitary & storm sewer, roads & streets, drainage facilities, and 
other utilities). 

9. Requested Effective Year: 

The petitioner has requested that, if approved, the tax abatement be effective for the tax year 2015, 
payable 2016. 

Staff Comments: 

This tax abatement petition proposes an economic development project that meets all of the above outlined 
criteria to be considered when granting tax abatement. This is the type of development the Redevelopment 
Commission hoped to attract to the City of Franklin.  The relocation of this company to a new facility allows 
their company to grow and expand. Their wages are considerably higher than average. One important fact 
to consider; only the build out of the property can receive abatement, the assessed value of the initial 
investment made by Runnebohm to build the building and the cost of the land did not receive tax 
abatement.  

 







2015               
Payable 

2016

2016               
Payable 

2017

2017               
Payable 

2018
True Cash Value $2,165,000 $2,165,000 $2,165,000
Assessed Value $2,165,000 $2,165,000 $2,165,000
Net Tax Rate 3.0% 3.0% 3.0% Total
Tax w/o Abatement $64,950 $64,950 $64,950 $194,850

Abatement Rate 100% 66% 33%
Amount Abated $64,950 $42,867 $21,434 Total
Taxes Paid w/Abatement $0 $22,083 $43,517 $65,600

Total Fees Paid
2% Fee $1,299 $857 $429 $2,585

Total Tax Saving without Economic Development Fee
$129,251

Total Tax Savings with 2% Economic Development Fee
$126,665

Hetsco, Inc.
Sample Property Tax on Real Property (3 Year) with 2% Economic Development Fee

Real Property Tax Investment: $2,165,000
Tax Rate: 3.0%

3 YEAR



2015               
Payable 

2016

2015               
Payable 

2016

2016              
Payable 

2017

2017               
Payable 

2018

2018               
Payable 

2019
True Cash Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000
Assessed Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $64,950 $64,950 $64,950 $64,950 $64,950 $324,750

Abatement Rate 100% 80% 60% 40% 20%
Amount Abated $64,950 $51,960 $38,970 $25,980 $12,990 Total
Taxes Paid w/Abatement $0 $12,990 $25,980 $38,970 $51,960 $129,900

Total Fees Paid
2% Fee $1,299 $1,039 $779 $520 $260 $3,897

Total Tax Saving without Economic Development Fee
$194,850

Total Tax Savings with 2% Economic Development Fee
$190,953

Hetsco, Inc.
Sample Property Tax on Real Property (5 Year Period) with 2% Economic Development Fee

Real Property Tax Investment: $2,165,000
Tax Rate: 3.0%

5 YEAR



2015               
Payable 

2016

2016               
Payable 

2017

2017               
Payable 

2018

2018               
Payable 

2019

2019              
Payable 

2020

2020               
Payable 

2021

2021             
Payable 

2022
True Cash Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000
Assessed Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $64,950 $64,950 $64,950 $64,950 $64,950 $64,950 $64,950 $454,650

Abatement Rate 100% 85% 71% 57% 43% 29% 14%
Amount Abated $64,950 $55,208 $46,115 $37,022 $27,929 $18,836 $9,093 Total
Taxes Paid w/Abatement $0 $9,743 $18,836 $27,929 $37,022 $46,115 $55,857 $195,500

Total Fees Paid
2% Fee $1,299 $1,104 $922 $740 $559 $377 $182 $5,183

Total Tax Saving without Economic Development Fee
$259,151

Total Tax Savings with 2% Economic Development Fee
$253,967

Tax Rate: 3.0%
Real Property Tax Investment: $2,165,000

Sample Property Tax on Real Property (7 Year) with 2% Economic Development Fee
Hetsco, Inc.

7 YEAR



2015               
Payable 2016

2016               
Payable 2017

2017               
Payable 2018

2018               
Payable 2019

2019              
Payable 2020

2020              
Payable 2021

2021               
Payable 2022

2022              
Payable 2023

2023              
Payable 2024

2024               
Payable 2025

True Cash Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000

Assessed Value $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000 $2,165,000

Net Tax Rate 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% 3.6195% Total

Tax w/o Abatement $78,362 $78,362 $78,362 $78,362 $78,362 $78,362 $78,362 $78,362 $78,362 $78,362 $783,622

Abatement Rate 100% 95% 80% 65% 50% 40% 30% 20% 10% 5%

Amount Abated $78,362 $74,444 $62,690 $50,935 $39,181 $31,345 $23,509 $15,672 $7,836 $3,918 Total

Taxes Paid w/Abatement $0 $3,918 $15,672 $27,427 $39,181 $47,017 $54,854 $62,690 $70,526 $74,444 $395,729

Total Fees Paid

2% Fee $1,567 $1,489 $1,254 $1,019 $784 $627 $470 $313 $157 $78 $7,758

Total Tax Saving without Economic Development Fee

$387,893

Total Tax Savings with 2% Economic Development Fee

$380,135

Sample Property Tax on Real Property (10 Year Period) Schedule with 2% Fee
Real Property Tax Investment: $2,165,000

Tax Rate: 3.0%

Hetsco, Inc.
10 YEAR



2015               
Payable 

2016

2016               
Payable 

2017

2017               
Payable 

2018
Cost of Equipment $400,000 $400,000 $400,000
True Cash Percentage Rate 65% 50% 35%
True Cash Value $260,000 $200,000 $140,000
Net Tax Rate 3.0% 3.0% 3.0% Total
Tax w/o Abatement $7,800 $6,000 $4,200 $18,000

Abatement Rate 100% 66% 33%
Amount Abated $7,800 $3,960 $1,386 Total
Taxes Paid w/Abatement $0 $2,040 $2,814 $4,854

Total Fees Paid
5% Fee $390 $198 $69 $657

Total Tax Savings without Economic Development Fee
$13,146

Total Tax Savings with 5% Economic Development Fee
$12,489

Hetsco, Inc.
Sample Property Tax on Personal Property (3 Year)

Personal Property Tax Investment: $400,000
Tax Rate: 3.0%

3 YEAR



2015               
Payable 

2016

2016               
Payable 

2017

2017               
Payable 

2018

2018               
Payable 

2019

2019               
Payable 

2020
Cost of Equipment $400,000 $400,000 $400,000 $400,000 $400,000
True Cash Percentage Rate 40% 56% 42% 32% 24%
True Cash Value $160,000 $224,000 $168,000 $128,000 $96,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $4,800 $6,720 $5,040 $3,840 $2,880 $23,280

Abatement Rate 100% 80% 60% 40% 20%
Amount Abated $4,800 $5,376 $3,024 $1,536 $576 Total
Taxes Paid w/Abatement $0 $1,344 $2,016 $2,304 $2,304 $7,968

Total Fees Paid
5% Fee $240 $269 $151 $77 $29 $766

Total Tax Savings without Economic Development Fee
$15,312

Total Tax Savings with 5% Economic Development Fee
$14,546

Hetsco, Inc.
Sample Property Tax on Personal Property (5 Year Period)

Personal Property Tax Investment: $400,000
Tax Rate: 3.0%

5 YEAR



2015               
Payable 

2016

2016               
Payable 

2017

2017               
Payable 

2018

2018               
Payable 

2019

2019               
Payable 

2020

2020               
Payable 

2021

2021              
Payable 

2022
Cost of Equipment $400,000 $400,000 $400,000 $400,000 $400,000 $400,000 $400,000
True Cash Percentage Rate 40% 56% 42% 32% 24% 18% 15%
True Cash Value $160,000 $224,000 $168,000 $128,000 $96,000 $72,000 $60,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $4,800 $6,720 $5,040 $3,840 $2,880 $2,160 $1,800 $27,240

Abatement Rate 100% 85% 71% 57% 43% 29% 14%
Amount Abated $4,800 $5,712 $3,578 $2,189 $1,238 $626 $252 Total
Taxes Paid w/Abatement $0 $1,008 $1,462 $1,651 $1,642 $1,534 $1,548 $8,844

Total Fees Paid
5% Fee $240 $286 $179 $109 $62 $31 $13 $920

Total Tax Savings without Economic Development Fee
$18,396

Total Tax Savings with 5% Economic Development Fee
$17,476

Sample Property Tax on Personal Property (7 Year Period)
Personal Property Tax Investment: $400,000

Tax Rate: 3.0%

7 YEAR
Hetsco, Inc.



2015               
Payable 2016

2016               
Payable 2017

2017               
Payable 2018

2018               
Payable 2019

2019              
Payable 2020

2020              
Payable 2021

2021               
Payable 2022

2022               
Payable 2023

2023              
Payable 2024

2024               
Payable 2025

Cost of Equipment $400,000 $400,000 $400,000 $400,000 $400,000 $400,000 $400,000 $400,000 $400,000 $400,000
True Cash Percentage Rate 40% 60% 55% 45% 37% 30% 25% 20% 16% 12%
True Cash Value $160,000 $240,000 $220,000 $180,000 $148,000 $120,000 $100,000 $80,000 $64,000 $48,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $4,800 $7,200 $6,600 $5,400 $4,440 $3,600 $3,000 $2,400 $1,920 $1,440 $40,800

Abatement Rate 100% 90% 80% 70% 60% 50% 40% 30% 20% 10%
Amount Abated $4,800 $6,480 $5,280 $3,780 $2,664 $1,800 $1,200 $720 $384 $144 Total
Tax Paid w/Abatement $0 $720 $1,320 $1,620 $1,776 $1,800 $1,800 $1,680 $1,536 $1,296 $13,548

Total Fees Paid
5% Fee $240 $324 $264 $189 $133 $90 $60 $36 $19 $7 $1,363

Total Tax Savings without Economic Development Fee
$27,252

Total Tax Savings with 5% Economic Development Fee
$25,889

Sample Property Tax on Personal Property (10 Year Period)
Personal Property Tax Investment: $400,000

Tax Rate: 3.0%

Hetsco, Inc.
10 YEAR
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	Sample Property Tax Tables RE & PP to print.pdf
	RE 3 Year
	RE 5 Year
	RE 7 Year
	RE 10 Year with 2% Fee
	PP 3 Year
	PP 5 Year
	PP 7 year
	PP 10 Year with 5% Fee




