BALL STATE UNIVERSITY

ED 101 - It's a Team Sport

Inventrek
March 24, 2011

9:00 a.m. Welcome and Introductions
Jeb Conrad, President
North Central Indiana Economic Development Partnership

9:10 a.m. Overview of the Indiana Office of Community and Rural Affairs
Steven Ray, North Central Community Liaison
indiana Office of Community and Rural Affairs

9:30 a.m. Overview of the North Central Indiana Regional Economy
Dr. Tom Lehman, Professor of Economics
Indiana Wesleyan University

10:00 a.m. Break

‘ 10:15 a.m. Introduction to Economic Development
Dick Heupel, Economic and Community Development Director
Building Better Communities
Ball State University

11:45 a.m. Introduction of A Team Sport Cast Members
12:00 p.m. Lunch/Networking
12:45 p.m. A Team Sport--An Interactive Role Play on Economic

Development

2:30 p.m. IEDC Strategies and Tools
Don Foley, Senior Project Manager
Indiana Economic Development Corporation

3:00 p.m. Adjourn
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Indiana Office of
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Rural Affairs
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Where Rural Mofters

Indiana Office of Community
and Rural Affairs

To work with local, state, and
national partners to provide
resources and technical assistance
to aid rural communities in shaping
their visions for economic
development.
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Where Rural Matters
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Community Liaisons
)

a Community Liaisons work proactively with
Indiana's rural communities and their leaders
by providing resources and technical
assistance.

m They are strategically placed throughout the
state and are commitied to meeting the needs
of rural Indiana.

u They assist communities and their leaders to
genearate creative solutions.

Whera Rurol Mallers
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Community Development Block
Grant Program (CDBG)

Indiana adminigters faderal funding from the U.S. Department of
Housing and Urban Development {HUD). OCRA uses these
funds ko provide grants to small cities, towns, and countias with
populations of less than 60,000residents for communiy
improvement projects.
Thesa federal funds are usad to implenent a variety of aclivities
for housing and communiy development projects.
Listed below are some of tha grants OCRA offers through the
CDBG program:

o Economic Development Granls;

n Heallh and Safety Projecls;

o Infrastructure Projecis;

o Quality of Life Projecis; and

a Llrgent Need Grants.

Where Rural Malers
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Community Focus Funds (CFF)

=
@ Awards are available to units of local government.

®| Two or three competitive funding rounds per year.

B Maximum grant amount cannot exceed $600,000.

m Required local match of at least 10% of the total
project cost.

® Projects must benefit low to moderate income
persons or eliminate slum/blight.

MuoHers
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Planning Grants (PL)

| Awards are available to units of local
government.

@ Monthly non-competitive funding cycle.

@ Maximum grant amount cannot exceed $50,000.

® Required local match of at least 10% of the total
project cost.

m Projects must benefit low to moderate income
persons or eliminate sium/blight.
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Stellar Communities

s——

| |nnovative new state program created to fund
comprehensive community development projects in
Indiana’s smaller cities and towns.

@ |HCDA, OCRA, INDOT are funding agencies i

8 Selected communities will complete multiple |
community development projects funded by the three !

pariner agencies' programs, which may address :

housing, infrastructure, roadwork, streetscape, |

tighting, community centers, revitalization projects, !
and other quality of life issues.
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Stellar Communities

g |
@ North Vernon and Greencastle announced as
indiana’s first Stellar Pilot Communities

March 10 and 11

Greencastle

Indiana Main Street

——_
# Indiana Main Street uses economic development,
redevelopment, and historic preservation tactics to help
individuals, businesses, and organizations strengthen the
centers of thelr cities and towns.

® Indiana Main Street's Four Point Approach:
B Organization
u Design
a Promotion
a Economic Resiructuring

%u{cﬁm INDIANA OEFICE OF |
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HomeTown Competitiveness

Program
ISR

B8 HomeTown Competitiveness (HTG) is a comprehensive
approach te communily development that can help rural
communities tackle their current economic challenges.
The HTC framework emphasizes five “pillars™.

8 Pillars of HTG:
a |eadership
u Youth development
a Building communiy wealth/phlanthropic giving
a Entrepreneurship
u Rural family success

m Currently accepting new community participants: contact Susie
Bruce for more information,

. INDIANA OFFICE OF
u sbruce@@ocra.n.gov % Community & Rural Affairs
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Community Coaching/
Resource Development

B Assists in implementing community
development projects

m Provides troubleshooting assistance
regarding rural development needs

B Offers a neutral perspective on communities’
specific issues

| Identifies and prepares communities to work
with additional resources and pariners

Where Rural Motters
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Contact OCRA

)
Indiana Office of Community and Rural Affairs

One North Capitol, Suite 600
Indianapolis, Indiana 46204
800.824.2476
www.ocra.iN.gov
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* Introduction to Economic Development

ED101: It's a Team Sport

North Central Indiana
Inventrek Technology Park

Kokomo, Indiana
March 24, 2011

Presented by:
Dick Heupet, CEcD
Building Better Communities
at Ball State University

What is Economic Development?

What is your definition?

What is Economic Development?

» Common measures

— Job creation - Quality of Life

— Business atfraction — Infrastructure dev

— Business retention/ — Increasing tax base
expansion — Agri-business dev

-~ New business development — Education

- Standard of living — Workforce

— Tourism development development




What is Economic Development?

AEDC Definition

The process of creating wealth through the
mobilization of human, financial, capital,
physical, and natural resources to generate
marketable goods and services. The
economic developer's role is to influence the
process for the benefit of the community
through expansion of job opportunities and
the tax base.

What is Economic Development?

JEBC Definition

Economic development can be defined as a
program, group of policies, or activity that
seeks to improve the economic well being

and quality of life for a community by
creating and/or retaining jobs that facilitate
and provide a stable tax base.

What is Economic Devetopment?
David Dodson’s Definition

Economic development is a process
by which a community creates,
retains, and reinvests wealth
and improves the quality of life.




A Community Economy: The Leaky Bucket

from Smalf TownMagazine

wmam Export
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Supplles for

Energy local production

Taxes Food
Consumer a
Goods

Purpose?

.....Increased standard of-living
..... prosperity
.....Increase in per capita income

.....increased wealth
LT

Business Development Strategies

The “Big 3"

+ Existing business expansion
- New business attraction
» New business start-ups




Existing Business Expansion

Best opportunity to influence decision-makers

- You already have the contacts

Biggest contributors to the economy
Aggressively promote investment incentives
Protect your home court

Best resource for new business attraction

New Business Attraction

Necessary component

Gets all the press

Highly competitive business

Low batting average

Highly sensitive to business cycles

Requires significant infrastructure

— Water, sewer, roads, drainage, power,
creative incentives

New Business Start-ups

Long-term project
Largest potential returns
Not well integrated into culture, education

Redquires risk capital, business
counseling, range of suppott services,
folerance to failure

Patience




Diversified Strategies

+ Visitor attraction

- Fairs, festivals, shows, demonstrations,
competitions

= Retail and services analyses

— Feeds all three business development
strategies

» Residential aftraction
—Qof L factors, retirees

Changing Dynamics

Globalization ...

- Increased competition, more strategic
partnerships

— Regional competitive advantages become
critical

~Increased cultural diversity
= Community impacts

— MultHingual environments
— Unfamiliarcustoms

... is here to stay!

Changing Dynamics

+ The Productivity Race

- Requires higher investments, higher skills,
continuous improvement, flexible

environments
* The Innovaticn Race
— Six Sigma, TQM Network, TiN, ...

— Can be a distinct competitive advantage
» Apple Computer, Starbucks, Indiana?
— Shortened product life cycles




Changing Bynamics

» To Excel, Communities and Regions Must
Embrace and Create Change
— Identify, articulate, and exploit giobally
competitive regional advantages

— Partner with historic competitors for shared
SuUccess

— Establish a solid reputation as a resource to
prospective investors

« BE CREATIVE

Who's on the Team?

+ PubliciPrivate - Government
Partnerships ~ Locallstateffederat
— LEDOs » Special Authorities
+ Chambers of Commerce — Redevelopment
- SmagBusliness Cent Comrnissions
evelopment Centers - Airport/Port
(sBDC} Authorities
+ Convention Visitors — Foreign Trade Zones
Bureaus Regi
. qional
- Workforce Investment — Regional Planning
_ Boards Commissions/
»  Utilities Councils
+ Colleges and ;
niversities - Economic

Development Districts

Why Team Approach?

« Shared goals
» Maximize resources
— People = leadership
— Duplication = waste
—Turf battles = waste of time
- Maximize individual specialties
—Pon't be all things to all people
« Greater likelihood of success




Keys to Success

» Have a shared vision of the future
— By key organizations/constituencies

» Have a plan for how you will get there
~ Each team member can see a role

+ Partner with the state
- Cl?atnging policies, programs, structures,
ut...

— it's their mission too
— Go as a ‘community’

Local Tools

= Property Tax Tools
— Property Tax Abatement

- Tax Increment Financing
» Income Tax Tools
—CEDIT
« Financing Tools

- Revenue Bonds, GO Bonds, Private
investment pools, RLFs, ...

Speaking of ...

= Property Tax Abatement
— Locally-controlled
— Common Tool
« In use by your collaborators and competitors
+ Show of good faith
« Reduces up-front operating costs
— Also Commonly Misunderstood




Speaking of...Tax Abatement

~ New businesses don’t pay property taxes
‘because of tax abatement
-+ Fact:
— Applies to limited property categories
+ Real Estate improvements
» Manufacturin g Machinery and Equipment

« IT and selected technology investments only
limited categories of property taxes are eligible

Speaking of...Tax Abatement

» Myth: ]
— New businesses don't pay property taxes
because of tax abatement

+ Fact
—Taxes on an abated business property begin
phasing in with the second year's assessment

Speaking of...Tax Abatement

« Myth:
— Tax abatement rémoves property from the tax
base
» Facts:
— Property tax is applicable only to NEW eligible
property, not existing property

—No Indiana property is taxed at a lesser
amount in a succeeding year due to
abatement




Speaking of...Tax Abatement

» Myth:
- New businesses get all the tax breaks
« Fack

— Residential property owners get most of the
tax breaks

— OVERWHELMINGLY!

Speaking of...Tax Abatement

Residential Property Owners' Tax

Abatements:

- Howard Co Med Dt Home Value = $100,770*

— Net Assessed Value § 35,844 ($ 64,926)

— Local Prop Tax relief and SME ~ (§  3373)
TOTAL DEDUCTIONS $ 65,299

+ Souice: Estimaled 2009 vake per City-Data.com

+  Calculator found at hitpiwww.stals indiana.edu/digl_calculalers?2011/T axcale2011.asp

Speaking of...Tax Abatement

« Residential Property Owners’ Tax
Abatements:

Median Howard County Homeowner’s
"automatic’ property tax abatements =

65%
But wait....
...there's MORE!




Speaking of...Tax Abatement

= Business Property Tax Abatements
- Require fiscal body approval
- Require annual reports
— Can by rescinded by council
— Expire completely after 10 years maximum

Speaking of...Tax Abatement

» Residential Property Tax Abatements
— Are ‘automatic’ — sign a piece of paper
- Have no requirements for continuation
— Are PERMANENT

But WAIT......
....There's MORE!

Speaking of...Tax Abatement

 Residential Property Cwners’ Tax
Abatements:

« Senior Citizens whose homes < $160,000
and incomes < $30K (1) or $40K (2)
—Max annual increase of 2% / year

« 50% increase in Indiana earned income
tax credits (36K to $9K) as part of 2008
property tax reform

10



Speaking of...Tax Abatement

» Residential Property Owners’ Tax
Abatements:

But WAIT....
...there’'s STILL MORE!!

Speaking of...Tax Abatement

« Residential Property Owners' Tax
Abatements:

— Homeowners' property taxes capped at 1% of
assessed value in 2010

— Apartment and agricultural property caps are
TWICE as high

- Business properly caps are THRICE as high

Speaking of...Tax Abatement

» Yes, there's STILL more:

» Indiana Homeowners' Personal Income
Tax deduction (Schedule 1)

+ Renter's income tax deduction on
(Schedule 1)

= Federal Income Tax itemized deductibility
of mortgage interest payments

11



Questions?

12



“Gavernment does not create jobs; It only creates
the conditions that make jobs more or less likehy”

Govemor Milchell E. Danlels, Jr
apraraei]  S1steal the State Addvess, January 18, 2005

f Indiana Economic Development Corporation

= Metrics
® Marketing
= Programs

o Process

3
{Private Sector Job Projections Year-fo-Date
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IPrivate Sector Investment Projections Year-to-Date
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| Tatal Competitive Projects Year-to-Date
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| Low Cost of incentives Yields Quicker Return
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+ Direct state incentivas include tax credits, training grants and infrastructure
assislance
+ Tax credits are performance-based linked to IEDC certification of new jobs

. A\rera%e time of return on investment: approximately 2 years a0,

[ 2010 Job Projections by Industry

Agriculture, 331

Defenss, 305

Food Prod, 385

IT, 1,671

*As of 12/31/2010 § ; IND?ANA

[ Biotechnology Job Projections by Year
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Business Climate Ranks 8% in U.S.

ey
WG
sBased on a survey of real estate execaitives and indlana's ecanomic
perfonmance

vaanoty SIT.

1 N
Bebt in Midwest for Low Taxes
SN

i

1t in the Midwestand 10 nationall
Iinois [23rc, Kenlucky (19ih), A
Michigan {17th}, Ohia[46™) ey

E Top State For Business

» 61" Overall Best Stata for Business

- Based on site selection consultants’ rankings of states




J Foreign Direct Investment

» More than 15,800 new
jobs & $8 Billion
investment since 2005

Firstin North America for
attraction of production
jobs through FDI

Focus on Asia, Europe
creating new jobs for
Hoosiers

Y I NDIANA
[ros s T ——|

i Business Incentives— Research and Development

= Research and Development Tax Credit
= 15% of the first $1,000,000 of R&D expenses.
= 10% over the first $1,000,000.
* Wapges, Supplies, Services

= Patentincome Exemption Law
* Indiana company with 500 or fewer employees.
= Years 1-5: 50% tax exemption,
= Years 6-10: 40%, 30%, 20%, 10%, 10%

[y sl e T

J Business Incentives — Tax Credits

= EDGE - Tax Credit for hiring; competitive project.
s HBI—Tax Credit for investment; compatitive project.
= Venture Capital— Tax credit to investors for VC

= Headquarters Relocation— Companies over $100
Million and 75 new jobs.




! Business Incentives - Infrastructure

s Industrial Development Grant Fund

= Grantto the cormmunity.
= Offset to publicinfrastructure costs.

* Requires a competitive project.

{ Business Incentives — Training Grants

= Skills Enhancement Fund

= 2-year grant
* Up to 50% reimbursement; Maximum $200,000
= Production skills, Quality, OJT, Certificates, Language

IIEDC Processes

:

Sites and Buildings Database
Application for Incentives (AF1)

v Pre-Grid

Pre-Commit Letter

Contracting

IEDC Extranet Compliance {NEWT)
Indiana Supplier INsight




[ Indiana Economic Devefopment Corporation

= Don Foley
e 317.233.3040

o dofoley@iedc.in.gov
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INDUSTRIAL

The Industrial Recovery Tax Credit provides an
incentive for companies o invest in facilities
requiring significant rehabilitation or remodeling
expense. After a building has been designated
as an indusirial recovery site, companies may
be eligible for a tax credit calculated as o
percentage of qualified rehabilitation expense.

IDGF

The Industrial Development Grant Fund
provides financial support for infrastructure
improvements in conjunction with projects
creating jobs and generaling capital invest-
ment in Indiana. This grant provides money
to local governments for off-sife infrastructure
projects associated with an expansion of an
existing Indiana company or the location of
a new facility in Indiana.

VCI

The Venture Capital Tax Credit program
improves access to capital for fast growing
Indiana companies by providing individual
and corporate investors an additional incentive
to invest in early stage firms. Investors who
provide qudlified debt or equity capital to
Indiana companies receive a credit against
their Indiana tax liability.

State of indiana Grants and Incentives

215" CENTURY FUND

The Indiana 215 Century Research and Technology
Fund was created in 1999 to slimulate the process of
diversifying the State's economy by developing and
commercializing advanced technologies in Indiana.
During its first five years, the Fund supported the
development of critical academic-commercial
tfransfening advanced university technologies to
the private commercial sector, and developing
essential technical infrastructure. During its second
five years, the Fund focused on the critically important
early stages of technology development in small/
medium size companies, and has created a large
and growing portfolio of awardees, at all stages of
development. Now, the Fund is beginning fo empha-
size its role in catalyzing the key inflections leading to
sustained commercial activity, market penetration
ond accelerated jobs growlh.

The Fund also manages the IEDC’s SBIR/STIR
programs, and dli Fund support of early-stage
technology commercialization in small/medium
size companies will be provided through the
SBIR/STIR proposal assistance and malching
processes. Direct 21 Fund investments are aimed
at providing financial support for gazelle-type
companies making the transitional leap from
general research and development and product
development fo accelerated market entry and
exponential growth.

DBDS-10 indiana Economic Development Corporation | One North Capitol, Suite 700 | Indianapolis, Indiana 46204
800.463.8081 | tel317.232.8800 | fox 317.232.4146 | ledc.in.gov
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State of Indiana Grants and Incentives

EDGE SBIR

The Economic Development for a Growing The Indiana Economic Development Corporation
Economy (EDGE) is a refundable tax credit [IEDC), recognizing the unigue challenges inherent
program that rewards companies creating in technology innovation and commercialization,
new jobs and contributing to the growth of particularly for emerging companies, has created
Indiana's economy. EDGE credits are calculat- a program to match Indiana Phase | grants from
ed as a percentage of payroll tax withholding the Small Business innovation Research (SBIR)/Small
for net new Indiana jobs. EDGE credits may Business Technology Transfer (STIR} programs. These
be awarded for up o fenyears. Each year, federal programs, managed by the Small Business
a limited amount of EDGE credits are available Administration in the context of federat agencies
for the retention of jobs in highly and departments, provide competitively reviewed
competitive situations. support for both proof-of-principle research and

development [Phase 1) and early stage product

development {Phase ll). The dual purpose of this
HBITC matching grant program administered by the
215" Century Research and Technology Fund is
to both increase the numbers and compelitiveness
of indiana SBIR/STIR proposals, and to increase
the success of Indiana companies in moving
from Phase | to Phase .

The Hoosier Business Investment Tax Credit
{HBITC} program encourages capital investment
in Indiana by providing a credit against a com-
pany's Indiana fax liability. The credit amount

is based on a company's qualified capital
investment with the final credit amount deter-
mined by the Indiana Economic Development
Corporation {IEDC}, based on an analysis of the
economic benefits of the proposed investment,

SEF

The Skills Enhancement Fund (SEF) provides
financial assistance 1o businesses fraining their
workforce. Trainees must be Indiana residents.
SEF reimburses eligible training expenses over a
two-year term. Companies may reapply for ad-
difional SEF funds after their initial two-year term.
IEDC typically does not provide reimbursement
for training that is required by law.

DBD5-10 Indiana Econamic Development Corporation | One North Capitol, Suite 700 | Indianapalis, Indiana 46204
800.463.8081 | tel317.232.8800 | fax 317.232.4146 | iedc.in.gov



Effective January 1, 2008, cericin income de-
rived from qualified patents and earned by
a taxpayer dare exempt from taxation.

The Tax Exemption for Patent-derived Income
defines qudlified patents to include only utility
patents and plant patents. The tofal amount
of exemptions claimed by a taxpayer in
taxable year may not exceed $5 million.

The exemption provides that a taxpayer may
not claim an exemption for income derived
from a particular patent for more than 10
taxable years. The exemplion percentage
begins at 50 percent of income defived from
a qudlified patent for each of the first five
taxable years, and decreases over the next
five taxable years to 10 percent in the 10th
taxable year.

It also specifies that a taxpayer is eligible fo
claim the exemption only if the taxpayer is
domiciled in indiana and is: either an indiv-
idual or corporation with not more than 500
employees; or is a nonprofit organization or
corporation.

The Tax Exemption for Patent-Derived Income
Is established by IC 6-3-2-21.7,

The patent-derived income that is exempt
under the bill includes:

« Licensing fees or other income
received from the use of a patent

 Royalties received from the
inflingement of a patent

» Receipts from the sale of a patent -
= Certain income from the taxpayer’s own

use of the qudlified patent fo produce
the claimed invention

Exempfion for Patent-derived Income

CLAIMING THE EXEMPTION

A taxpayer may claim the exemption for

10 years with respect to a parficular patent.
The total amount of exemptions for patent-
derived incormne that a faxpayer may claim
in a faxable year is $5 million.

Year the exemption Percent of
Is Claimed for a Patent-Derived
Farticuiar Patent income Exempt

Years | through 5 50%
Year & 0%
Year7 30%
Yeor 8 20%
Year? and 10 10%
ELIGIBILITY

In order to receive the Patent-Denved
Income Tax Exemptian, the recipient must
be a "qualified taxpayer," defined as:
an Individual or corporation domiciied
in Indiana with 500 or fewer employees,
including employess in the individual's
or corporation's affiliates: or a nonprofit
organization or nonprofit corporation
domiciled in' Indiana.

DBO?-10 Indiana Economic Development Corporation | One North Capifol, suite 700 | Indianapolis. ndiana 46204

800.463.8081 | 1ef317.232.8800 | fax317.232.4144 | iedc.in.gov
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Tax Incentives for Research and Development Engagements

The state of Indiana offers two tax incentives targeted at
encouraging investments in research and development.
Taxpayers may receive a credit against their Indiana state
income tax liability colculated as a percentage of quali-
fied research expenses. In addition, taxpayers may be
refunded sales tax paid on purchases of qudiified research
and development equipment, The Indiana Department

of Revenue oversees these incentive programs,

RESEARCH EXPENSE CREDITS

A taxpayer may be eligible for a credit on qualified
research expenses. There are two separate formulas for
calculating the credit. One applies to expenses incurred
before January 1, 2008. The other applies to expenseas
incurred after that date, Potential Value of Incentive:
Refore January 1, 2008, the credit is equal fo the taxpayer's
Jualified research expense for the taxable year minus the
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base period amount, muitiplied by 10 percent. After January
1, 2008, the credit is equal to the toxboyer's qualified re-
search expense for the taxable year minus the base period
1mount up to $1 million multiplied by 15 percent. A credit
percentage of 10 percent is applied to any excess of

gualified research expense over a base period amount
greater than $1 million. Credits awarded under this program
may be caried forward for 10 taxable years. Refer o iC
6-3.1-4 for more details on the calculation of this credit.

Application Process—A taxpayer who quadlifies for the ex-
emption must claim the exemption in @ manner prescribed
by the Indiana Department of Revenue. The form used to
claim the exemptions is available www.in.gov/dor

RESEARCH AND DEVELOPMENT SALES TAX EXEMPTION

There is a 50 percent sales tax exemption for qualified re-
search and development equipment bought after June 30,
2005. The sales tax exemption is 100 percent if the purchase
of such equipment is on or after July 1, 2007, Taxpayers may
fle a claim for the refund for tax paid on retail transactions
that occur on or after July 1, 2005.

POTENTIAL VALUE OF INCENTIVE
The amount varies based upon the amount of the qualifying
transaction.
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Application Process—A taxpayer who qudiifies for the ex-
emption must claim the exemption in a manner prescribed
by the Indiana Department of Revenue. The form used fo
claim the exemptions is available af www.in.gov/dor

DBOS-10

indiana Economic Development Corporation | One North Capitol, Suite 700 | Indianapciis, Indiana 46204

800.463.8081 | 1e1317.232.8800 | fax 317.232.4144 | ledc.in.gov



BALL STATE UNIVERSITY

TOOLBOX GUIDE TO DEVELOPMENT FUNDS

Indiana’s Most Comprehensive Listing of Community and Economic

Development Fund Programs

Need financial assistance for your community or an economic development program? We can

help! Through Ball State’s Building Better Communities, we offer Indiana’s most comprehensive

database. It is a compilation of local, state, federal, and privately-funded programs.

The toolbox will direct you to find funding support in many areas such as:
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Arts, Humanities, and Human Services
Business Development

Community and Economic Development
Environmental Development

Housing Development

Parks and Recreation

Tax and Finance

Workforce Development

From agency contacts to types of assistance, we can direct you on the requirements to obtain

these funds.

You wil also find:
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Program Objective Requirements

Types of Assistance

Eligibility

Available Funds

Maximum Award Amount

Matching Requirements

Limitations

Tax and Finance

List of organizations who utilized the funds

The Toolbox Guide to Development Funds allows the individual to search the entire database or

conduct an online keyword search of each category. Check out our free downloadable guide at

www.bsu.edu/bbe/toolbox.

Contact Building Better Communities

Phone: 765-285-2773 Email: bbc@bsu.edu
Visit our website at www.bsu.edu/bbc




