CITY OF FRANKLIN

Community Development Department

Memorandum

To: City of Franklin Economic Development Commission

From: Dana Monson, Community Development Specialist

Date: March 12,2024

Re: Case C 2024-05: Caterpillar Reman Powertrain Indiana LLC

Summary:

1. On September 20™", 2010, the Franklin Common Council passed Resolution No. 2010-15,
approving a 10-year tax abatement with a 5% economic development fee on personal property

for Caterpillar Reman Powertrain Indiana, LLC, located at 751 International Drive.

2. Actual and estimated benefits, as projected for 2023:

[ Estimated on SB-1 Actual in 2023 Difference
Employees Retained 338 233 -105
Salaries $10,278,445 $12,422,558 $2,144,113
New Employees 0 0 0
Salaries S0 $0 S0
Total Employees 338 233 -105
Total Salaries $10,278,445 $12,422,558 $2,144,113
Average Hourly Salaries $14.62 $25.63 $11.01
Personal Property Improvements $13,568,000 $10,616,923 -$2,951,077

3. The company estimated in its original application that it would spend $4,700,000 on equipment
in 2010, $2,092,000 on equipment in 2011, $3,276,000 in 2012, and $3,500,000 in 2013. The
total for all four years is $13,568,000. They reported having spent $7,762,540 at the end of
2012. They were given until the end of 2013 to purchase all of the equipment. They indicated in
their application that they would purchase $3,276,000 in 2012 but only purchased $1,907,869.
They indicated on their original application they would purchase an additional $3,500,000 in
2013 but only purchased $932,163. The completion date for the abatement was the end of
2013. Because the completion date on the SB-1 Form is the end of 2013, they are receiving
abatement on $10,616,923 in personal property. The number decreased in 2017 and 2018.
While not eligible for the abatement, the company did invest an additional 2 million dollars in
equipment to increase product offerings. IN 2023 they added a line and invested over 1.6 million

in equipment, which they did not request an abatement on.

4. In 2018 the number of employees decreased by 29 due to leaner operations and natural
attrition; however, total salaries and average hourly salaries are higher than the SB-1 estimate.
2019 saw an additional decrease of 68 total compared to estimates, however, salaries are still
above estimate. In 2020 salaries are still above the estimate but due to attrition and leaner
practices the employment numbers are lower. The company has increased bonuses and feels




the employment base is better with the smaller number. The company continued the process of
creating a leaner and more quality employment situation, with wages well above estimates but
with lower employment numbers, giving more benefits to employees. In 2022 the company
increased employment by 19 with wages over $11.00 per hour higher. In 2023 the company
hired 59 people, 21 remained and 38 chose to leave.

5. The tax abatement is scheduled to expire in tax year 2025 payable in 2026. The final compliance
review should take place in 2025.

Staff Recommendation: Approval



February 28, 2024

Mrs. Dana Monson, Community Development Specialist
Department of Community Development

70 E. Monroe Street

Franklin, IN 46131

Re: Tax Abatement Compliance for Caterpillar Reman Powertrain Indiana LLC
Dear Mrs. Monson:

Enclosed, please find Form CF-1 (Compliance with Statement of Benefits) regarding compliance with the personal
property tax abatements, which were, granted to Caterpillar Reman Powerltrain Indiana LLC in 2010 under Franklin
Common Council Resclution No. 2010-15.

As can be seen from reviewing the enclosed documents, our company was highly successful in making capital
investments for the project. Over the last four years, the Caterpillar Reman Powertrain facility has experienced a
decrease in demand; resulting in a need to shrink our hourly workforce from the original estimated project. We
reduced our hourly positions through lean activities and natural attrition. These reductions have resulted in a more
efficient labor force allowing us to increase the hourly pay rate by 5% in 2023 and award over 7% in quarterly
gainsharing bonuses. During 2023, the Caterpillar Reman Powertrain facility hired 59 employees of which 21 are
still actively employed while 38 chose to leave. The facility invested roughly $139K in training the 59 new hires.
Although the number of employees retained is lower than estimated on the Statement of Benefits (From SB-1),
which was approved, on Octeber 4, 2010, we believe that the quality of employment is better for the actual
employees retained.

Last year, the Caterpillar Reman Powertrain facility began remanufacturing Caterpillar high-pressure oil pumps. The
facility also invesied over $1.6M in capital to start remanufacturing hydraulic rods and cylinders. This supports the
division’s strategy of significant parts growth and provides opportunities for new business in our facility. The
development of the workforce and the location continue to make Franklin a front-runner in the Reman growth
strategy and support continued discussions on additional products to be launched in the next several years.

Please review the enclosed documents, and if you have any questions or concems, please feel free to contact me.
Sincerely,
Qndrus. © Haga
Andrea D. Haga
Business Resource Manager

Caterpillar Reman Powertrain Indiana

Enclosures

751 International Drive, Franklin, Indiana 46131 « 317-346-3211
Caterpillar: Confidential Green



gggsl’ol.’lqANcpERVglggRg ATEMENT OF BENEFITS ]
, AL
State Form 51765 (R4 { 11-16) PRIVACY NOTICE

. This form contains information
Prescribed by the Department of Local Government Finance confidential pursuant to

IC 6-1.1-35-9 and IC 6-1.1-12.1-5.8.

INSTRUCTIONS: 1. Property owners whose Statement of Benefits was approved must file this form with the focal Designating Body to show the extent
{o which thare has heen compliance with the Statement of Bensfits. (IC 6-1.1-12.1-5.6}
2. This form must be filed with the Form 103-ERA Schedufe of Deduction from Assessed Value beiween Jsnuary 1 and May 15 of each
year, unless a filing extension under IC 6-1.1-3,7 has been granted, A person who obtains a filing exiension must file between
January 1 and the extended due date of each year.

3. With the epproval of the designating body, compliance informalion for multipie projects may be consolidaied on one {1) compliance {CF-1).

SECTION 1 TAXPAYER INFORMATION
Neme of axpayer County
Caterpillar Reman Powerirain Indiana LLC Johnson
Address of taxpayer (number and siresl, cily, slafe. and ZIP coda) DLGF taxing district number
751 International Drive, Franklin, IN 46131 41009
Name of contact person Telephone number
Andrea D. Haga (317 ) 346-3211
SECTION 2 LOCATION AND DESCRIFTION OF PROPERTY
Name of designating body Eslimaled star date (monlh, day, ysar)
The City of Franklin Common Council 2010-15 06/10/2010
Location of property Actual stari date {month, day, yeer)
same as above 03/04/2011
Dascription of new manufacturing equipment, or new research and development squipment, of new information technalogy Estimated completion date (mont, day, yoar
equipmant, or naw logistical distribution equipment o be acquired. 12/3 1 /20 13
Actual completion date (month, day, yesr)
01/01/2015
SECTION 3 ENMPLOYEES AND SALARIES
EMPLOYEES AND SALARIES AS ESTIMATED ON SB-1 ACTUAL
Current number of employess 318 233
Salaries ) 10,279,445.00 12,422,658.00
Number of employees retained 228 233
Salaries 10.278.445.00 12,422,558.00
Number of additional smployees 0 0
Salaries 0.00 0.00
SECTION 4 COST AND VALUES
MANE U: FA]PMI 1 [[NG R & D EQUIPMENT I-Eﬂ'Gim EISTE . ID%SE rrT IT EQUIPMENT
AS ESTIMATED ON $8-1 CosT [ ASSESSED [ cogr | ASBESSED | cosy | ASSEESED | T [ Assessep
Values before project 12,613,870.00 |  4.845,825.00
Pius: Values of proposed project 13,568,000.00 | 5.427,200.00
Less: Values of any property being replaced
Net values upon completion of projact 26.191.970.00 | 10.374,02500 —_
NETAAL cost | ASSESSED | cogr [ ASSESSED | cogy | ASSESSED | oy | AsEssED
Values before projec! 12.613.670.00 378,417.00
Plus: Values of proposed project 692250800  451,586.00
Less: Values of any property being replaced
Net valuas upon completion of project 18,536 378.00 829,983.00
NOTE: The GOST of the property is confidential pursuant to IC 6-1.1-12.1-5.6(¢).
SECTION § WASTE CONVERTED AND OTHER BENEFITS PROMISED BY THE TAXPAYER
WASTE CONVERTED AND OTHER BENEFITS AS ESTIMATED ON 88-1 ACTUAL
Amount of solid waste converied
Amount of hazardous waste converted
Other benefits:
SECTION & TAXPAYER CERTIFICATION
! hereby certify that the representations in this statement are true.
Signature of authorized representative Titls Date signed (month, day, year)
Qndus. D. Hogar Business Manager 02/28/2024
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OPTIONAL: FOR USE BY A DESIGNATING BODY WHO ELECTS TO REVIEW THE COMPLIANCE WITH STATEMENT OF BENEFITS (FORM CF-1)

THAT WAS APPROVED AFTER JUNE 20. 1931

INSTRUCTIONS: {IC 6-1.1-12.1-5.9)

1. This page does not apply fo a Statement of Bensfits filed before July 1. 1991; that deduction may not be terminated for a failure to comply with the
Statement of Benafits.

2. Within forly-five (45) days after receipt of this form, the designating body may delermine whether or nol the property owner has substantially compliad with
the Statement of Benefils.

3. if the properly owner is found NOT to be in substantial compliance, the designating body sheli send the properly owner written notice. The natice must
include the reasons for the delerminstion and the date, tirme and piace of a hearing fo he conducled by the designating body. If a nofice is mailed fo a
property cwner, 8 copy of the written notice will be sent io the Coundy Assessor and the County Audftor,

4. Based on the information presented at the hearing, the designaling body shafl delermine whether or not the properly owner hes made reasonable effort fo
substantislly comply with the Statement of Benefils and whether any failure to substantisily comply was caused by factors beyond the control of the
properly owner.

5. If the designating body determines that the properly owner has NOT made reasonable effort to comply, then the designating body shall adopt & resolution
terminating the deduction. The designating body shall immediately mail & certified copy of the resolution fo: (1) the properly owner; (2) the County Auditor;
and (3} the County Assessar.

We have reviewed the CF-1 and find that:
[ the property awner IS in substantial compliance
[ the property owner IS NOT in substantial compliance
O other (specify)

Reasons for the datermination (a#tach additions! shests if necessary)

Signature of authorized member Dste signed (month, day, year)

Attestad by: Designating body

If the property owner is found not to be in substantial compliance, the preperly ewner shall recsive the opporlunity for a hearing. The following date and
time has been sl aside far the purpose of considering compliance.
Time of hearing [1 Am | Dato ol hearing {month, day, year) | Location of hearing
O pm

HEARING RESULTS {to be completed after the hearing)

[ Approved [ Denied (see instruction § abava)
Reasons for the detenmination (attach addifions! sheets if necessary)

Signature of autharized member Date signed {month, day, year)

Affested by: Designating body

APPEAL RIGHTS [IC 6-1.1-12.1-5.9(e)]

A property owner whose deduction is denied by the designaling body may appsal the designating body's decisian by filing a comglaint in the office of the
clerk of Circuit or Superior Court together with a bond conditionad to pay the costs of the appeal if the appeal is determined against the property owner.
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