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Sparking site selection decisions, energy, tax,
and land incentives juice logistics projects.

hen a company nears a major site selection decision and narrows its favorites to
two or three finalists, little often separates one community from another, says
Matt Ryder, managing principal with Cresa, a Washington, D.C.-based commercial
real estate firm. Energy, tax, and land incentives can be the final ingredient that kills or
clinches the bid of a potential location.
“When you get down to the last two or three cities, usually any of them are going
to work for a company,” says Ryder, whose practice includes economic development
incentives analysis and negotiation. “They're all viable if they've made it that far. So it
becomes about deciding which one is special —which one is putting itself over the top.
It can be any number of things, but when there’s a match between the incentives offered

and the usability of those incentives for the company — that can be the key.”
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Hoosier Energy, which provides power delivery through a nearly 1,700-mile transmission network, often can offer a creative electric rate
structure to a company considering relocation or expansion, serving to complement a larger state or local incentive offer.

Beyond their economic benefits,
incentives play an integral role in site
selection decisions. Incentives also
demonstrate how much a locality wants
a project and how reliable it will be as a
long-term partner.

“We often start by evaluating how
incentives will play into the overall
project economics,” Ryder says. “But
then later in the process—when you
narrow the choice to a couple of
geographies—the conversation tends to
shift toward the idea that a community is
truly stretching to attract the business.

“That means as we think about the
operational life of the site selection
project, which is typically a long-term
decision, we feel like that community
will be a good partner in the future,”

he adds.

THE IMPORTANCE OF USABILITY

The incentives’ value to a company
depends on the location of a site and the
nature of the project, says Steve Brunson,
principal, credits and incentives,
McGuire Sponsel, a specialty tax and
consulting firm based in Indianapolis.

Incentives are especially important
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in areas with high property taxes,
abatements, or PILOT'S (payments in
lieu of taxes). Incentives also can help
address challenges related to a limited or
untrained workforce.

“Iraining programs are becoming
more important and more prevalent,”
Brunson says. “With the economy
approaching virtually full employment in
many regions, workforce is increasingly
becoming a driving factor in location
decisions. Programs that allow employers
to hire under-skilled employees and train
them can be very effective.”

The value of training-related
incentives is tied to how easy they are
to access and use. “I'he more reporting,
red tape, and third-party involvement
required, the less appealing they can be,”
Brunson notes.

The ability to use incentives is as
critical as their nominal value. Localities
sometimes offer incentives to a company
without studying the business. For
instance, Ryder sometimes represents
pre-profit technology companies that are
not yet taxpayers.

“The reality is that a company
doesn’t need to be a taxpayer to have a

significant economic impact on a state
and local economy,” Ryder says. “So to
limit the value of incentives to tax credits
would be outdated. When a local or
state economic developer comes forward
with a more usable set of incentives
opportunities, that’s a good indication
they’re going to help the business in the
longer term.”

In today’s competitive climate,
incentives customized to a company’s
needs can be essential.

“If training and ramping up the
workforce is the biggest need, then
incentives should address this area,”
Brunson says. “If high property taxes
affect operational profitability, then
property tax incentives are critical.”

A PERSONAL APPROACH

Communities do not always have the
flexibility within local and state laws to
develop fully customized incentives,
though larger projects can allow for more
tailoring potential. Still, within existing
frameworks, localities can ensure they
communicate the applicability of their
incentives to companies.

Occasionally, localities give



WHATEVER YOU MAKE, WE'VE GOT WHAT IT TAKES.
FROM ACCESS AND POWER, TO LOCATIONS AND INCENTIVES.

Whether you manufacture or distribute a product, think of Hoosier Energy as
your logical partner. We provide more than power. We can actually power your
growth. From identifying prime shovel-ready real estate or existing facilities, to
providing you incentives for energy efficiency. There’s even an enticing Economic
Development Rate for new and expanding businesses. And it all comes attached
to some choice geography connected to railroads, airports, highways and
waterways. The logical choice for logistics.

HOOSIER ENERGY RURAL ELECTRIC COOPERATIVE IS AN EQUAL OPPORTUNITY EMPLOYER.

HOOSIER
“NERGY

HoosierSites.com 812.876.0294



https://www.hoosiersites.com
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As part of its work with companies considering a move to its area, Hoosier Energy offers
in-house expertise to design and build electric infrastructure for large projects.

companies a host of available incentives,
but “the company sifts through them
and realizes that not all of whats being
pushed is actually useful,” notes Ryder.

“The better approach is to say,

‘We've taken the time to understand
your business, this operation, and your
objectives, and we're going to come
forward with a package that will be
valuable to you,” he adds.

McGuire Sponsel looks at three key
components when evaluating incentives
and comparing them across locations:

m Overall value

m Form and utilization

m The ability to bridge site-
specific gaps

For example, the higher cost of
new construction that accompanies
a good economy can be addressed
with incentives.

“Tax increment financing (T1F) and
industrial revenue bonds (IRBs) can be
valuable in providing capital for a project
or reducing construction or financing
costs,” Brunson says. “Large-scale
industrial projects commonly involve
TIF or IRBs.

“Just because an incentive offer is
larger on paper doesn’t make it better,”
he points out. Sites that are at a strategic
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disadvantage often need a healthy
incentive package to level the playing
field with competitors.

“We plug incentives into the overall
net tax and gap analysis to get a
comprehensive comparison of sites,”
Brunson says. “I'he more gaps a site has,
the greater the value of the incentives
need to be to be competitive. Low-tax,
low-cost, and strategic locations may
come out on top even with smaller
nominal incentive values.”

THE BIG PICTURE

In short, companies in site selection
mode should analyze how they will
use incentives.

“When tax credits, deductions,
abatements, and other factors are
involved, companies should pay close
attention to the actual tax effect,”
Brunson recommends. “This may require
projections and multi-state analysis.

The last thing anyone wants on either
side is for an incentive to fail to meet its
objective. Companies need to remember
that not all dollars are the same. They
must always analyze utilization.”

Providing a comprehensive incentive
package requires more than the work
of a single entity. The development

and offering of incentives by localities
typically are the result of a team effort
involving a range of partners. Power
providers can be particularly important
to the development of incentive packages
that provide usable and impactful
benefits to companies considering sites.

POWERFUL INCENTIVES

Hoosier Energy, a generation and
transmission cooperative providing
wholesale electric power and services
to member distribution cooperatives
in central and southern Indiana and
southeastern Illinois, has demonstrated
a consistent commitment to
economic development.

Its dedicated economic development
team, which has expertise in site location
assistance, planning and zoning, and
local and state incentives, prides itself on
preparing new and expanding companies
to successfully do business in the region,
says Scott Bowers, vice president of
public policy and member services at
Hoosier Energy.

The cooperative’s efforts in 2018
helped generate 2,515 new jobs in
Indiana and Illinois and more than
$730 million in new capital investment,
while leading to the addition of 38.5
megawatts of new industrial and
commercial load. Incentives are a key
piece of Hoosier Energy’s approach to
economic development.

“Hoosier Energy is committed to
economic development and we show
it through incentives such as special
economic development rider (EDR)
discounts,” Bowers says. “For qualified
commercial and industrial customers,
the EDR phases in their total cost for
power over a 6-year span. The discount
starts at 30% in year one and the 6-year
averages net approximately 17% savings.”

In addition to the EDR discounts,
Hoosier Energy’s board recently
created a pathway for large customers
to purchase power directly from the
open market.

“This allows us to offer extremely
competitive rates to large industrial
power users,” Bowers says.



Beyond incentives such as the EDR
and the ability to allow customers to
buy from the open market, Hoosier

Energy can offer unique
infrastructure solutions
through financing
options, notes Bowers.
The company also

has in-house expertise
to quickly design and
build the necessary
electric infrastructure.

“Moreover, we're able
to move quickly to meet
company needs because
we are not required to
go before the Indiana
Utility Regulatory
Commission,”

Bowers adds.

Hoosier Energy,
which is based in
Bloomington, Indiana,
serves 18 member
electric cooperatives—a
jurisdiction that covers
59 counties. Generation
includes coal, natural
gas, and renewable
energy resources, and
power delivery through
anearly 1,700-mile
transmission network.

“A growing number
of companies are
approaching us to
help them meet their
renewable energy goals,”
Bowers says. “Hoosier
Energy has been
proactive in adding
renewable energy
options to its overall
portfolio so we're ready
to help.

“If a company
chooses to locate at
a member-served
site today, 7% of its
power will come from

WHAT ARE Smart Sites?

@ SHOVEL-READY for development
e ON-SITE municipal electric service
e WATER & SEWER within 500 feet
WITHIN 5 MILES of Interstate or Interstate-quality highway
9 REVIEWED AND QUALIFIED by consultants and engineers

TARBORO

COMMERCE CENTER:

» 90+ acres
» $10,000 per acre

S
ELECTRICITIES

The energy behind public power

Hoosier Energy collaborates with its
member distribution cooperatives, local
economic development officials, and

the needs of each individual company
considering relocation or expansion.
The cooperative’s service territory

has a competitive
business environment
and robust logistics
infrastructure so that
incentives often are “the
cherry on top,” Bowers
says, for companies
considering expansions
or relocations.

“We often can offer
an EDR or a creative
electric rate structure
to complement a larger
state and local incentive
offer,” Bowers says.
“Additionally, we work
closely with economic
development partners
to provide the necessary
infrastructure that
provides companies
with reliable, affordable
power onsite when they
need it.”

That customer
service component is
a reminder that site
selection decisions
and the role of local
partners in working
to accommodate
the preparation and
maintenance of new
sites have a myriad of
components. Economic

BUSINESS PARK/
INDUSTRIAL PARK
> 44.25 acres

» $27,500 per acre

development and site
selection experts say
incentives can be a
stimulus, but ultimately
should be part of a
larger analysis.

To learn more about these properties
and our growing list of other Smart Sites,
contact Brenda Daniels at 800.768.7697
ext. 6363 or bdaniels@electricities.org.

“Incentives play
a role, but that role
shouldn’t be over or
under emphasized,”
Brunson says. “The total
project will also include

tax effects, workforce availability and
cost, transportation costs, utility costs,
and more.” [ |

renewable energy,” he says. “This state economic development officials

number will increase to 10% in the to develop comprehensive incentive

coming months.” packages that are customized to fit
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