CITY OF FRANKLIN

DEPARTMENT OF COMMUNITY DEVELOPMENT

Staff Report

To: Economic Development Commission Members
From: Krista Linke, Director

Date: October 6™, 2014

Re: Case EDC 2014-05 - Faulkenberg Printing

Case EDC 2014-05 - Faulkenberg Printing: A request for a 5-year tax abatement on $170,000 in real
property and a 5-year abatement on $400,000 in personal property investment.

Location: 1670 Amy Lane
Summary:

1. Characteristics of this location:

The building at Hurricane Industrial Park Lot 10 was built in 2011. It is 11,600 square feet. Parking is
available onsite.

2. Characteristics of this petitioner:

Faulkenberg Printing was founded in 1946 and is a family owned company. There are currently 10
employees and they plan to add five by the end of 2015.

3. Characteristics of this project:

The applicant plans to build out the facility at 1670 Amy Lane to suit their needs. Work includes: air
conditioning, gas furnace, office area, electrical upgrades, additional lighting and racks for presses.
The company is selling their existing facility on West Michigan Street in Indianapolis and moving
their operation to Franklin. They plan to purchase a used high-end printing press for their new
location.

4. Economic Revitalization Area (ERA):

This property has not previously been designated an ERA.

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: There are 10 employees at the existing West Michigan
Street location in Indianapolis. These jobs will be relocated to Franklin, and five additional jobs
will be created over the first year. The average hourly salary for these 10 employees is $23.99.
The average hourly salary for the additional 5 employees is $24.04. Wage figures do not include
benefits. Faulkenberg Printing pays for 80% of all medical insurance for employees. They also
offer bonuses two times per year if there are profits.

b. Diversification of Local Employment: According to the 2011 U.S. Census Bureau, there were 9
printing and related support establishments in Johnson County and 39 employees.
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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 printing and
related support employees in 2011 was $17.59 per hour. The average hourly wage (without
benefits) for the 10 jobs being retained with Faulkenberg Printing is $23.99. The average hourly
wage (without benefits) for the 5 new jobs with Faulkenberg Printing is $24.04.

d. Sustainable Land Use: The petitioner proposes to make this investment at an existing building in
Franklin that has been available since it was built in 2012.

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 agreeable
to a 2% economic development fee on real and personal property improvements. They also
indicated on their application that they regularly donate printing to Child Abuse Indiana.

f. Conformance with the Comprehensive Plan: The Comprehensive Plan - Land Use Map identifies
this property as a Business Development Area. Business development areas are intended to
serve as both the permanent home of small scale businesses and incubators for new local
companies. Land uses in business development areas include manufacturing, light industrial
operations, contractors’ offices, and product suppliers. In many instances the types of
businesses in these areas are those that have both commercial and industrial qualities. The
business development areas provide these uses the ability to serve customers in a setting that
allows outdoor storage and the operation of heavy equipment and machinery that often are
involved.

The property is zoned IBD, Industrial: Business Development. The “IBD,” Industrial: Business
Development zoning district is intended to provide locations for small scale manufacturing,
construction, production, and assembly uses, as well as other light industrial uses. This district is
specifically intended to provide appropriate setbacks and standards for small-scale businesses,
entrepreneurial operations, start-up businesses, and similar operations.

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;
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.
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Staff Comments:

This tax abatement application proposes the use of an existing industrial warehouse building that was built
in anticipation of attracting this type of end user. This company will bring good paying jobs with it and create
an additional 5 new jobs. The average hourly wage is higher than the average for all industries in Johnson
County. This particular use appears to be the right kind of fit for this location.
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STATEMENT OF BENEFITS 20 PAYJ0

REAL ESTATE IMPROVEMENTS

State Form 51767 (R5/ 12-13) FORM SB-1 / Real Property

Prescribed by the Department of Local Government Finance

PRIVACY NOTICE

This statement is being completed for real property that qualifies under the following Indiana Code (check one box): Any information concerning the cost
[] Redevelopment or rehabilitation of real estate improvements (IC 6-1.1-12.1-4) S;}Q?op{r?cﬁsi%:Pgnigglgg:gﬁfes
[J Residentially distressed area (IC 6-1.1-12.1-4.1) Féogiﬁ1y ?gqeé i1S confidential per
INSTRUCTIONS:

1. This statement must be submitted to the body designating the Economic Revitalization Area prior to the public hearing if the designating body requires
information from the applicant in making its decision about whether to designate an Economic Revitalization Area. Otherwise, this statement must be
submitted to the designating body BEFORE the redevelopment or rehabilitation of real property for which the person wishes to claim a deduction.

2 The statement of benefits form must be submitted to the designating body and the area designated an economic revitalization area before the initiation of
the redevelopment or rehabilitation for which the person desires to claim a deduction.

3. To obtain a deduction, a Form 322/RE must be filed with the County Auditor before May 10 in the year in which the addition to assessed valuation is
made or not later than thirty (30) days after the assessment notice is mailed to the property owner if it was mailed after April 10. A property owner who
failed to file a deduction application within the prescribed deadline may file an application between March 1 and May 10 of a subsequent year. \

4. A property owner who files for the deduction must provide the County Auditor and designating body with a Form CF- 1/Real Property. The Form CF-1/Real
Property should be attached to the Form 322/RE when the deduction is first claimed and then updated annually for each year the deduction is applicable.
IC 6-1.1-12.1-5.1(b)

5 For a Form SB-1/Real Property that is approved after June 30, 2013, the designating body is required to establish an abatement schedule for each
deduction allowed. For a Form SB-1/Real Property that is approved prior to July 1, 2013, the abatement schedule approved by the designating body
remains in effect. I1C 6-1.1-12.1-17

SECTION 1 L TAXPAYER INFORMATION

Name of taxpayer - e
Add ftp 5: /égéﬁréélﬁém od ﬂ /;/%’:‘/’ é ,‘/4/’4‘&?// /Aﬁ/é =
ress of taxpayer (number and street, city, state, an e, /
e pesT /"7/;1[/,”,,_) )//;e/e/% Lol < @2 of

Name of c\cjjact person 4 Terhone nuryﬂer o E-mail address =
: Q E
o g R T D [l
SECTION 2

LOCATIO AND DESCRIPTION OF PROPOSED PROJECT
Name of designating body Resolution number

Location of property

Countié/ ) DLGF taxing district number
Vi é 0 A/ ‘/4/6/ \ o/

DTZ@“Oh of,real property j "pro;yﬁents,//ﬁdevel p?ft, or rehabilitation ,,e additional §heets if ne_g%ry) / = v ﬂ(cﬁESﬁmated startidate (month, day, year)
(GBS A= o = Fas % "f"é’ l/é“ 22 /‘%//,'? LG oven k- P 202
»5,,,./9 //3 Mo né— Sl T T <, / 7 ,/j ) /ZV'// “zr/—J [Estimated completion date (month, day, year)
) S T
o TAPTSY, g
SECTION 3

| Current number

ESTIMATE OF EMPLOYEES AND SALARIES AS RESULT OF PROPOSED PROJEC;I'

Number retained Salaries Number additional

g /<

N

A L&

3F

0J

SECTION 4 ESTIMATED TOTAL COST AND VALUE OF PROPOSED PROJECT
REAL ESTATE IMPROVEMENTS
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3 YEAR

Faulkenberg Printing

Sample Property Tax on Real Property (3 Year) with 2% Economic Development Fee
Real Property Tax Investment: $170,000
Tax Rate: 3.0%

2015 2016 2017
Payable Payable Payable
2016 2017 2018
True Cash Value $170,000 $170,000 $170,000
Assessed Value $170,000 $170,000 $170,000
Net Tax Rate 3.0% 3.0% 3.0% Total
Tax w/o Abatement $5,100 $5,100 $5,100 $15,300
Abatement Rate 100% 66% 33%
Amount Abated $5,100 $3,366 $1,683 Total
Taxes Paid w/Abatement SO $1,734 S3,417 $5,151
Total Fees Paid
2% Fee | 102 [ s67 | s34 | $203

Total Tax Saving without Economic Development Fee
510,149

Total Tax Savings with 2% Economic Development Fee



5 YEAR

Faulkenberg Printing

Sample Property Tax on Real Property (5 Year Period) with 2% Economic Development Fee
Real Property Tax Investment: $170,000
Tax Rate: 3.0%

2015 2015 2016 2017 2018
Payable Payable Payable Payable Payable
2016 2016 2017 2018 2019
True Cash Value $170,000 $170,000 $170,000 $170,000 $170,000
Assessed Value $170,000 $170,000 $170,000 $170,000 $170,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $5,100 $5,100 $5,100 $5,100 $5,100 $25,500
Abatement Rate 100% 80% 60% 40% 20%
Amount Abated $5,100 $4,080 $3,060 $2,040 $1,020 Total
Taxes Paid w/Abatement SO $1,020 $2,040 $3,060 $4,080 $10,200
Total Fees Paid
2% Fee $102 $82 S61 $41 $20 | 5306

Total Tax Saving without Economic Development Fee

515,300

Total Tax Savings with 2% Economic Development Fee

| 514,994 |




7 YEAR

Faulkenberg Printing
Sample Property Tax on Real Property (7 Year) with 2% Economic Development Fee
Real Property Tax Investment: $170,000
Tax Rate: 3.0%

2015 2016 2017 2018 2019 2020 2021
Payable Payable Payable Payable Payable Payable Payable
2016 2017 2018 2019 2020 2021 2022
True Cash Value $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000
Assessed Value $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $5,100 $5,100 $5,100 $5,100 $5,100 $5,100 $5,100 $35,700
Abatement Rate 100% 85% 71% 57% 43% 29% 14%
Amount Abated $5,100 $4,335 $3,621 $2,907 $2,193 $1,479 $714 Total
Taxes Paid w/Abatement SO $765 $1,479 $2,193 $2,907 $3,621 $4,386 $15,351
Total Fees Paid
2% Fee |  s102 $87 $72 $58 | sa4 $30 $14 | $407

Total Tax Saving without Economic Development Fee

520,349

Total Tax Savings with 2% Economic Development Fee

$19,942




10 YEAR

Faulkenberg Printing
Sample Property Tax on Real Property (10 Year Period) Schedule with 2% Fee

Real Property Tax Investment: $170,000

Tax Rate: 3.0%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Payable 2016 | Payable 2017 | Payable 2018 | Payable 2019 | Payable 2020 | Payable 2021 | Payable 2022 | Payable 2023 | Payable 2024 | Payable 2025
True Cash Value $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000
Assessed Value $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000 $170,000
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 $6,153 $6,153 $6,153 $6,153 $6,153 $6,153 $6,153 $6,153 $6,153 $6,153 561,532
Abatement Rate 100% 95% 80% 65% 50% 40% 30% 20% 10% 5%
Amount Abated $6,153 $5,845 $4,923 $4,000 $3,077 $2,461 $1,846 $1,231 $615 $308 Total
Taxes Paid w/Abatement S0 $308 $1,231 $2,154 $3,077 $3,692 $4,307 $4,923 $5,538 $5,845 $31,073
Total Fees Paid

2% Fee [ s123 [ 117 $98 80 | se2 $49 $37 $25 $12 $6 |  se09

Total Tax Saving without Economic Development Fee

530,458

Total Tax Savings with 2% Economic Development Fee

529,849



3 YEAR

Faulkenberg Printing

Sample Property Tax on Personal Property (3 Year)
Personal Property Tax Investment: $400,000
Tax Rate: 3.0%

2015 2016 2017
Payable Payable Payable

2016 2017 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 $4,200 518,000
Abatement Rate 100% 66% 33%
Amount Abated $7,800 $3,960 $1,386 Total
Taxes Paid w/Abatement SO $2,040 $2,814 54,854

Total Fees Paid

5% Fee | $390 $198 S69 $657

Total Tax Savings without Economic Development Fee

513,146

Total Tax Savings with 5% Economic Development Fee




5 YEAR

Faulkenberg Printing
Sample Property Tax on Personal Property (5 Year Period)

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

2015 2016 2017 2018 2019
Payable Payable Payable Payable Payable

2016 2017 2018 2019 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 S576 Total
Taxes Paid w/Abatement S0 $1,344 $2,016 $2,304 $2,304 57,968

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



7 YEAR

Faulkenberg Printing

Sample Property Tax on Personal Property (7 Year Period)
Personal Property Tax Investment: $400,000
Tax Rate: 3.0%

2015 2016 2017 2018 2019 2020 2021
Payable Payable Payable Payable Payable Payable Payable
2016 2017 2018 2019 2020 2021 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 $1,800 527,240
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 SO $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

518,396

Total Tax Savings with 5% Economic Development Fee

517,476



10 YEAR

Personal Property Tax Investment: $400,000

Faulkenberg Printing
Sample Property Tax on Personal Property (10 Year Period)

Tax Rate: 3.0%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Payable 2016 | Payable 2017 | Payable 2018 | Payable 2019 | Payable 2020 | Payable 2021 | Payable 2022 | Payable 2023 | Payable 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 $1,440 540,800
Abatement Rate 100% 90% 80% 70% 60% 50% 40% 30% 20% 10%
Amount Abated $4,800 $6,480 S$5,280 $3,780 $2,664 $1,800 $1,200 $720 $384 $144 Total
Tax Paid w/Abatement S0 $720 $1,320 $1,620 $1,776 $1,800 $1,800 $1,680 $1,536 $1,296 513,548
Total Fees Paid
5% Fee $240 | 3324 |  $264 $189 | %133 $90 60 | 336 $19 7 | $1,363

Total Tax Savings without Economic Development Fee

$27,252

Total Tax Savings with 5% Economic Development Fee

$25,889
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