CITY OF FRANKLIN

COMMUNITY DEVELOPMENT DEPARTMENT

Staff Report

To: Economic Development Commission Members
From: Krista Linke, Director
Date: March 8, 2017

Re: Case EDC 2017-01 — Innovative 3D Manufacturing

Case EDC 2017-01 — Innovative 3D Manufacturing: A request for an abatement on $1,200,000 of
personal property investment.

Location: 600 International Drive
Summary:

1. Characteristics of this location:

Former location for NAPA Auto & Truck Parts.

2. Characteristics of this petitioner:
Innovative 3D Manufacturing is a new start-up company. Their plan is to lease the space at 600
International Drive and purchase the following equipment: 3D Metal Printers — Quantity 2, Wire
EDM, CNC Mill, and a CNC Surface Grinder. There will be two employees that will manage the
operation and they plan to hire two additional employees in the first year of operation.

3. Characteristics of this project:
This is a start-up of an advanced manufacturing company.

4. Economic Revitalization Area (ERA):
This property was designated an ERA by Resolution 2013-20 and confirmed by Resolution 2013-21.

5. Previous Tax Abatement Received:
None.
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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 the proposed request
follows:

a. Diversification of Local Occupations: In 2014, 12.33% of all jobs in Johnson County were in the
manufacturing sector. There were 5,420 manufacturing employees in Johnson County.

b. Diversification of Local Manufacturing Employment: According to the U.S. Census Bureau, 2014
County Business Patterns, there were 128 manufacturing establishments in Johnson County in
2014,

c. Increase in Local Salaries: The average wage for all industries in Johnson County for 2014 was
$17.02. The average hourly wage in Johnson County for manufacturing in 2014 was $23.18 per
hour. The average hourly wage (without benefits) for the 12 jobs being retained is $16.50
(5411,840 divided by 12 jobs, divided by 52 weeks, divided by 40 hours per week). The average
hourly wage for the 2 new jobs being created is $20-25.00 per hour.

d. Sustainable Land Use: The petitioner proposes to make this investment at a vacant location.

e. Future Community Investment: The Company has indicated on their applications that they are
agreeable to a 5% Economic Development Fee on 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 product manufacturers as well as any related warehousing and offices.
Manufacturing areas may include facilities that involve emissions or the outdoor storage of
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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;
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 2017,
payable 2018.

Staff Comments:
Making use of an existing vacant facility and the start-up of a new company within the City of Franklin is

critical to the diversification and growth of Franklin’s economy. The low number of new jobs should be taken
into consideration when determining the length of the abatement.
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STATEMENT OF BENEFITS FORM SB-1/PP

PERSONAIL PROPERTY

State Form 51764 (R / 1-08)

Prescribed by the Department of Local Government Finance PRIVACY NOTICE
The cost and any specific individual’s
salary information is cenfidential; the
balance of the fiting is public record
per IC 6-1.1-12.1-5.1 {c} and (d).

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 appficant in making its decision about whether to designate an Economic Revitalization Area. Otherwise this statement must be submitted
to the designating body BEFORE a person installs the new manufacturing equipment and/or research and development equipment, andlor fogistical distribufion
equipment andfor information technology equipment for which ihe person wishes lo claim a deduction. "Projects” planned or commitfed to after July 1, 1987,
and areas designated after July 1, 1987, require & STATEMENT OF BENEFITS. (I/C 6-1.1-12.7)

2. Approval of the designating body (Cily Council, Town Board, County Council, etc.) must be obtained prior to instalfation of the new manufacturing squipment
and/or research and development equipment and/or logistical distribution equipment and/or information technology equinment, BEFORE a deduclion may
be approved

3. To obtain a deduction, a person must file a certified deduction schedule with the person’s personaf property return on a certified deduction schedule (Form
103-ERA} with the lownship assessor of the township where the property Is situated, The 103-ERA must be filed between March 1 and May 15 of the
assessment year in which new manufacturing equipment and/or research and development equipment and/or logistical distribution equipment and/or
infarmation technology equipment is installed and fully functional, unfess a filing extension has been obtained. A person who cbiains a filing extension must
file the form between March 1 and the extended due dafe of that year.

4. Property owners whose Statement of Benefits was approved after June 30, 1991, must submit Form CF-1/ PP annually to show compliance with the
Statement of Benefits. (IC 6-1.1-12.1-5.6)

5. The schedules estabiished under IC 6-1.1-12.1-4.5(d) and (s) apply fo equipment instafled affer March 1, 2001, For equipment installed prior to March 2,
2001, the schedules and statules in effect at the lime shall continue to apply. {IC 6-1,1-12.1-4.5(f and (g))

/

Address of taxpayer (numbgr and strest, cily state, and ZIP code)

L [ WTIER birTlowke . [D2

Name of contact persan & |

. SECTION
Name of taxpayer

Name of designating body Resolution number (s}

DLGF taxing district number

Laocation of properly Count
OO TR ATIoN . D eI,

Description of manufacturing equipment anfd;’or i;esearch and deveicpment equipment ESTIMATED
and/for logistical distribution equipment and/or information technology equipment.
{use additional sheets jf necessary) START DATE COMPLETIGN DATE

51} ETHE /ﬂéﬁuf& CCW/.Q) Manufacturing Equipment
/’l/szé [fpfv’l R & D Equipment /ﬂ#’/{(/} /5?" AR [
CML ng—’é' Logist Dist Equipment
0)’3}& &?’W(éf’éé’/ﬁ'ﬂ’% IT Equipment

SECTIO =STIMATE OF EMPLOYEES AND SALARIES AS RESULT OF PROPOSED PROJECT
Number retained Salaries

Number additional Salaries
) SDE. &

Currant numkrer

_ SECTION4 . ESTIMATED TOTAL COST AND VALUE OF PROPOSED PROJECT
MANUFACT L IST
NOTE: Pursuant o IC 6-1.1-32.1-5.1 {d) (2} the PQUIPMENINE | R & DEQUIPMENT A IT EQUIPMENT
COST of the property is confidential. ASSESSED ASSESSED ASSESSED ASSESSED
¢ COST VALUE CosT VALUE COST VALUE COsT VALUE
Current values
Plus estimated values of propesed projact 1, 280, fod
i.ess values of any properly being replaced )
Net estimated values upon completion of project Lodmil | [ anif
8 () B D ANDEO R:B PRO ) AR A -
Estimated solid waste converted (pounds) z(,% Estimated hazardous waste converted {pounds) @

Other beneafits;

. . TAXPAYERCERTIFICATION =
! hereby certify that the representations in this statement are true.

Title Date signed {month, day, year)
Flesimawy | 55257




We have reviewed our prior actions relating to the designation of this economic ravitalization area and find that the applicant meets the general standards
adopted in the resolution previously approved by this body. Said resclution, passed under IC 6-1.1-12,1-2.5, provides for the following limitations as

authorized under iC 6-1.1-12,1-2,
A . The designated area has been limited to a period of time not to exceed calendar years * (see befow). The date this designation expires

is
B . The type of deduction that is aflowed in the designated area Is limited to:
1. installation of new manufacturing equipment; DYes D N o
2. Instaflation of new research and development equipment; [ves D No
3, instaliation of new logisticat distribution equipment. D Yes D No
4. Instaltation of new information technology equipment; D Yes D No
C. The amount of deduction applicabie to new manufacturing equipment is limited to $ cost with an assessed value of
$

D. The amount of deduction applicable to new research and develepment equipment is limited to $ cost

with an assessed value of §

E . The amount of deduction applicable to new logistical distribution equipment is limited to $ cost with an assessed value of

$
F. The amount of deduction applicable fo new information technology equipmeant is limited to $

$

G, Cther limitations or conditions {specify)

cost with an assessed vaiue of

H. Tha deduction for new manufacturing equipment and/or new research and development equipment and/or new logistical distribution equipment andfor
new information technology equipment installed and first claimed sfigible for deduction on or after July 1, 2000, is allowed for:

C:H year s years ** For ERA's established prior to July 1, 2000, only a
E:] 2 years 17 years 5 or 10 year schedule may be deducted.

{13 years [avears

Cl4 years e years

[[15 years = 110 years =

Alsc we have reviewed the information contained in the statement of benefits and find that the estimates and expectations are reasonable and have
determined that the totality of benefits is sufficient to justify the deduction described above.,

Approved: (signature and title of autherized member) Telephone number Date signed {rorith, day, year)

Attested by: -1 Designated body

* i the designating body limits the time peried during which an area is an economic revitalization area, it does not limit the length of time a taxpayer is
entitled to receive a deduction to a number of years designated under iC 6-1.1-12.1-4.5




CITY OF FRANKLIN
COMMUNITY DEVELOPMENT DEPARTMENT

Tax Abatement Application

Organization/Corporation Requesting Tax Abatement

Organization/Corporation Name: [ANOVATIVE 2D VIANUFA CTURI &

Primary Contact Name: Cﬁﬁiﬁ' RECK

Contact Address: OO/ NTEBNATIONAL - DR

City: FICA i Libs State: IN Zip: {473/
Phone Number: RNT7-CA7- 7267

Email: _ CHRIS » BECK 7% & Yooy o

Three possibie dates before the EDC

meeting to conduct a site visit: AT TImME - JL FROCES o€ BolLD 6o T

Name of Owner:
Parent Company (If Applicable):

Primary Contact for Yearly Compliance Reports

Name: CHRz15 BECK.

Title: PRESIDENT

Address: Hoo (WOTERNATIO W & ¢ IR

City: [—?@@MM—.L{U State: nJ Zip: m
Phone Number: 37~ &7 7367

Email: CHEIS o BECK 74 € YH Hot o com

Description of Project

Project Location/Address: &00 (ROTERRAT 0098 DR , %MI&Z/&} /A ‘?{é/ 3/
Parcel Number: ! !
Brief Description of Project:

SRTERNH & Boied OCT of BHLDINE Jo ToRwa fi7o ADVAMIGED
N B PACTORING  CorpPan

Current Assessed Value {AV) of the Property:
1. Land
2. Building
3. Inventory
4. Equipment [, Ape, coo

Have huilding permits been applied for (if applicable): YesD No

Has equipment been installed (if applicable): Yes N

Required Attachments:

O Completed $8-1 Formy(s) 1 Summary of Benefits (if applicable)
7 Legal Description of the Property O Employment Phase-in Schedule
01 Company Financial Statement o Company Investment Timetable

0 Job and Wage Description Information Sheet 71 Compliance Affidavit



Type of Abatement Requested

Real Property Personal Property [X]
Length of Abatement Requested: Years
Project Size {square feet): ELTaD Size of Site (acres):

Type of Building:
Multiple Tenants (Jeased)D Single Tenant (Ieased}' Owner OccupiedD Corporate Headquarters@
Capital Investment

1. Real property capital investment only:
2. Personal property capital investment only:

3. Total capitat investment for proposed project: |, Aoe  CPCHEs
Jobs Created and/or Retained f
1. Estimated number of full time jobs created by the proposed project: &
2. Estimated number of full time jobs retained as a direct result of the proposed project: ®
3. Total number of full time jobs upon project completion:
Wages Created and Retained
1. Average hourly wage rate for new jobs {w/o benefits) #g;lc: *“%25 %
2. Average hourly wage rate for jobs retained {w/o benefits) ﬁ;gﬁ ~ﬁ",3 A é//ﬂ

***In addition to answering these questions, please fill out the Job and Wage Description for Tax Abatement
Application information sheet and submit it with the application as an attachment.
Please explain why the abatement incentive is necessary to the project:  Attach additional sheets as necessary.

Company Information
How long has the company been in existence? / LIEEL
Current address of company headquarters and duration at that address: START OP

Approximate percentage of employees at current location who live in the .
City of Franklin and/or Johnson County: { & “"’[a
Have you ever received tax abatement at your current location?  Yes  fip

If yes, when and for what term?
What specifically has the company done ML b wv}f’wf =6 NSTRISE 47 777’[5 Tl

to give back to the community: . _ 4=
Tig corpposry beice BE faiupcvf0 10 THE Comugy
P AT o e

White acting as a strong advocate for using economic incentives to help applicants expand and/or locate in the 4 e
community, the City of Franklin also strives to enrich the quality of Iife for its citizens. To that end, the City embraces { T‘/ ,

the use of voluntary economic development fees as allowed under Indiana faw (IC 6-1.1-12.1-14). These fees are é;j\’ﬁ;}f’.@b
directed by the City to local nonprofit organizations to bolster their economic development efforts. The fee can be i
applied on both real and personal property abatements. The fee is coliected annually by the County Treasurer as a

special assessment on the tax bill and is distributed by the City to the designated economic development nonprofit

organization. Typically, 2% is charged on Real Property and 5% is charged on Personal Property. The fee is a

percentage of the abatement received. For example, instead of receiving 100% abatement in the first year, the

company receives a 95% abatement, with the 5% difference going to suppart local economic development. More

information can be found on the City’s website {www.frankfin.in.gov} under the Economic Development tab.

Is the company agreeable to the Economic Development Fee? ‘ No
If yes, at what percent{s)? T




JOB AND WAGE DESCRIPTION
FOR TAX ABATEMENT APPLICATION

Piease provide the following job and wage earning information that is associated with this Tax
Abatement Petition (Please specify all wages in an hourly format without benefits):

{1) Company NAICS code:

{2} The total number of jobs current at the site; . the number of those jobs that will be
retained as a direct result of the proposed investment . and the number of new jobs
which will be created as a direct result of the proposed investment

{3} The total number of full-time employees at the site: c;'L .
{4} The total number of temporary and/or contract employees currently at the site: Em

{ - o, g
{5} The average hourly wages for the new jobs:‘g/ﬁ@‘ﬂgfy /%Z

{6) Will the new jobs being created begin as temporary and/or contract employees?
If yes, please provide an explanation of the typical transition process to full time:
/5T < mprtine  fHoRte ) 2
D STALTING _J e [ &F

{7} Number of new and/or retained jobs in:

(a) Managerial/Professional Specialty Occ.: Average Hourly Wage:
{b) Technical/Sales/Admin. Support Occ.: __ _Average Hourly Wage:
(c) Service Occ.:_ _Average Hourly Wage:

(d} Precision Production/Craft/Repair Qcc.: A Average Hourly Wage: '&2& - 25 MK
{e) Operators/Fabricators/Laborers: _____Average Hourly Wage:

Note: The total number of jobs specified above should correspond with the Statement of
Benefits Form SB-1.

(8) Attach detailed information on the types of benefits offered for new employees, A description
of all possible bonuses and incentives should also be given if provided.
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3 YEAR

Innovative 3D Manufacturing

Sample Property Tax on Personal Property (3 Year)
Personal Property Tax Investment: $1,200,000

Tax Rate: 3.0%

2018 2019 2020
Payable Payable Payable
2019 2020 2021
Cost of Equipment $1,200,000 | $1,200,000 | $1,200,000
True Cash Percentage Rate 65% 50% 35%
True Cash Value $780,000 $600,000 $420,000
Net Tax Rate 3.0% 3.0% 3.0% Total

Tax w/o Abatement

$23,400 $18,000 $12,600 $54,000

Abatement Rate 100% 66% 33%

Amount Abated $23,400 $11,880 $4,158 Total

Taxes Paid w/Abatement SO $6,120 $8,442 $14,562
Total Fees Paid

5% Fee | $1,170 | $594 | s208 | $1,972

Total Tax Savings without Economic Development Fee
539,438

Total Tax Savings with 5% Economic Development Fee



5 YEAR

Innovative 3D Manufacturing
Sample Property Tax on Personal Property (5 Year Period)

Personal Property Tax Investment: $1,200,000
Tax Rate: 3.0%

2018 2019 2020 2021 2022
Payable Payable Payable Payable Payable

2019 2020 2021 2022 2023
Cost of Equipment $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000
True Cash Percentage Rate 40% 56% 42% 32% 24%
True Cash Value $480,000 $672,000 $504,000 $384,000 $288,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $14,400 $20,160 $15,120 $11,520 $8,640 569,840
Abatement Rate 100% 80% 60% 40% 20%
Amount Abated $14,400 $16,128 $9,072 $4,608 $1,728 Total
Taxes Paid w/Abatement SO $4,032 $6,048 $6,912 $6,912 $23,904

Total Fees Paid

5% Fee | $720 | sso6 | sas4 [ s230 | s86 | s2,297

Total Tax Savings without Economic Development Fee

545,936

Total Tax Savings with 5% Economic Development Fee

543,639



7 YEAR

Innovative 3D Manufacturing

Sample Property Tax on Personal Property (7 Year Period)
Personal Property Tax Investment: $1,200,000
Tax Rate: 3.0%

2018 2019 2020 2021 2022 2023 2024
Payable Payable Payable Payable Payable Payable Payable

2019 2020 2021 2022 2023 2024 2025
Cost of Equipment $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000
True Cash Percentage Rate 40% 56% 42% 32% 24% 18% 15%
True Cash Value $480,000 $672,000 $504,000 $384,000 $288,000 $216,000 $180,000
Net Tax Rate 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% Total
Tax w/o Abatement $14,400 $20,160 $15,120 $11,520 $8,640 $6,480 $5,400 581,720
Abatement Rate 100% 85% 71% 57% 43% 29% 14%
Amount Abated $14,400 $17,136 $10,735 $6,566 $3,715 $1,879 $756 Total
Taxes Paid w/Abatement SO $3,024 $4,385 $4,954 $4,925 $4,601 $4,644 526,532

Total Fees Paid

5% Fee $720 $857 $537 $328 $186 $S94 $38 52,759

Total Tax Savings without Economic Development Fee

$55,188

Total Tax Savings with 5% Economic Development Fee

552,429



10 YEAR

Innovative 3D Manufacturing
Sample Property Tax on Personal Property (10 Year Period)

Personal Property Tax Investment: $1,200,000
Tax Rate: 3.0%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
Payable Payable Payable Payable Payable Payable Payable Payable Payable Payable

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Cost of Equipment $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000 | $1,200,000
True Cash Percentage Rate 40% 60% 55% 45% 37% 30% 25% 20% 16% 12%
True Cash Value $480,000 $720,000 $660,000 $540,000 $444,000 $360,000 $300,000 $240,000 $192,000 $144,000
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 $14,400 $21,600 $19,800 $16,200 $13,320 $10,800 $9,000 $7,200 $5,760 $4,320 $122,400
Abatement Rate 100% 90% 80% 70% 60% 50% 40% 30% 20% 10%
Amount Abated $14,400 $19,440 $15,840 $11,340 $7,992 $5,400 $3,600 $2,160 $1,152 $432 Total
Tax Paid w/Abatement S0 $2,160 $3,960 $4,860 $5,328 $5,400 $5,400 $5,040 $4,608 $3,888 540,644

Total Fees Paid

5% Fee $720 | $972 [ $792 [ $567 | 400 | $270 | 180 [ 108 | $58 $22 | $4,088

Total Tax Savings without Economic Development Fee

581,756

Total Tax Savings with 5% Economic Development Fee

577,668
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