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MEETING MINUTES1 

Meeting Date: October 11, 2012 
Meeting Time: 1:00 P.M. 
Meeting Place: State House, 200 W. Washington St., 404 
Meeting City: Indianapolis, Indiana 
Meeting Number: 4 

Members Present:	 Sen. James Buck, Co-Chairperson; Sen. James Arnold; Rep. Mark 
Messmer, Co-Chairperson; Rep. Sheila Klinker; Mayor Shawna 
Girgis; Jeff Quyle; Sonn'y Beck; Gail Zeheralis; Nancy Guyott; Daniel 
Hasler; Tom Easterday. 

Members Absent:	 Mark Becker; Chris Lowery; Angela Faulkner; Mickey Maurer. 

Rep. Messmer called the meeting to order at 1:10 pm. Rep. lVlessmer and Sen. Buck, Co
Chairmen of the Committee, thanked the Committee members for their participation and 
cooperation. 

Discussion of Preliminary Draft Legislation 

The Committee discussed three preliminary bill drafts stemming from topics covered during 
testimony (Exhibits A, B, and C). The three preliminary drafts are: 

(1) PD3257 - Create a New Markets Jobs Growth Income Tax Credit. 
(2) PD3260 - Change the Hoosier Business Investment Credit to a refundable tax credit. 
(3) PD3263 - Establish a Sales Tax exemption for the purchase of enterprise information 
technology equipment. 

I These minutes, exhibits, and other materials referenced in the minutes can be viewed electronically at 
http://www.in.gov/legislative Hard copies can be obtained in the Legislative Information Center in Room 230 of the State 
House in Indianapolis, Indiana. Requests for hard copies may be mailed to the Legislative Information Center, Legislative 
Services Agency, West Washington Street, Indianapolis, IN 46204-2789 A fee of $0.15 per page and mailing costs will be 
charged for hard copies 
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There was discussion among the members regarding the scope of the drafts. Members 
discussed concerns as to the types of projects that would qualify under the New Markets Jobs 
Growth Income Tax Credit. Members also discussed concerns about the type of equipment that 
would be considered exempt under the enterprise information technology equipment 
exemption. 

By voice vote, the Committee recommended each of the PDs for adoption by the General 
Assembly. 

Consideration of the Final Report 

The Committee discussed the draft final report (Exhibit D). Besides the recommendations 
relating to the preliminary drafts discussed above, the Committee also made the following 
recommendations by voice vote: 

(1) The Indiana General Assembly should refrain from enacting policies that may hinder the 
development and advancement of the Midwest Automotive Loop initiative. 

(2) The Indiana General Assembly should encourage higher education institutions in Indiana to 
continue to develop and implement programs in conjunction with the Indiana Economic 
Development Corporation and the Department of Workforce Development for improving the 
skills and education level of Indiana's workforce. 

A motion was made and seconded to adopt the final report as amended. The motion was 
approved by voice vote. 

Rep. Messmer adjourned the meeting at 1:50 pm. 



Exhibit A 
1111111111111 Interim Study Committee on 

Economic Development 
Meeting #4, October 11, 2012 

PRELIMINARY DRAFT 
No. 3257 

PREPARED BY 
LEGISLATIVE SERVICES AGENCY 

2013 GENERAL ASSEMBLY 

DIGEST 

Citations Affected: Ie 6-3.1-34. 

Synopsis: New markets job growth income tax credit. Establishes a 
new markets job growth credit against state tax liability for investments 
made by a taxpayer in a qualified community development entity that 
then uses the proceeds ofthe investment to make investments in certain 
qualified low income community businesses located in Indiana. 
Specifies that the tax credit is equal to an applicable percentage 
multiplied by the purchase price ofthe qualified investment. Provides 
that the applicable percentage is 0% for the first and second credit 
allowance dates, 7% for the third credit allowance date, and 8% for the 
fourth, fifth, sixth, and seventh credit allowance dates. Provides that a 
taxpayer is not entitled to a carryback or refund ofan unused tax credit, 
but the taxpayer may carry over excess credit amounts for not more 
than five subsequent taxable years. Requires the Indiana economic 
development corporation to limit the monetary amount of qualified 
equity investments to an amount necessary to limit the claiming of the 
tax credit to not more than $20,000,000 in any state fiscal year (based 
on the anticipated use of the tax credits without regard to the potential 
for taxpayers to carry forward tax credits to later tax years). 

Effective: January 1,2014. 

PD 3257/DI 113+ 2013 
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First Regular Session 118th General Assembly (2013) 

A BILL FOR AN ACT to amend the Indiana Code concerning 
taxation. 

Be it enaCted by the General Assembly ofthe State ofIndiana: 

1 SECTION 1. IC 6-3.1-34 IS ADDED TO THE INDIANA CODE 
2 AS A NEW CHAPTER TO READ AS FOLLOWS [EFFECTIVE 
3 JANUARY 1,2014]: 
4 Chapter 34. New Markets Job Growth Credit 
5 Sec. 1. As used in this chapter, "applicable percentage" means 
6 the following: 
7 (1) Zero percent (0%) for the first and second credit 
8 allowance dates. 
9 (2) Seven percent (7%) for the third credit allowance date. 

10 (3) Eight percent (8%) for the fourth, fifth, sixth, and seventh 
11 credit allowance dates. 
12 Sec. 2. As used in this chapter, "credit allowance date", with 
13 respect to any qualified equity investment, means: 
14 (1) the date on which the qualified equity investment is 

. 15 initially made; and 
16 (2) each of the following six (6) anniversary dates ofthe date 
17 described in subdivision (1). . 
18 Sec. 3. As used in this chapter, "IEDC" refers to the Indiana 
19 economic development corporation. 
20 Sec. 4. As used in this chapter, "long term debt security" means 
21 any debt instrument that satisfies the following conditions: 
22. (1) The debt instrument is issued by a qualified community 
23 development entity, at par value or a premium, with an· 
24 original maturity date ofat least seven (7) years after the date 
25 of its issuance, with no acceleration of repayment, 
26 amortization, or prepayment features before its original 
27 maturity date. 
28 (2) The qualified community development entity that issues 
29 the debt instrument may not make cash interest payments on 
30 the debt instrument during the period beginning on the date 
31 ofissuance and ending on the final credit allowance date in an 
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1 amount that ·exceeds the cumulative operating income (as 
2 defined by federal regulations adopted under Section 45D of 
3 the Internal Revenue Code) of the qualified community 
4 development entity for that period, before giving effect to the 

expense of the cash interest payments. 
6 However, the conditions of this section do not limit in any way the 
7 ability of the holder of the debt instrument to accelerate payments 
8 on the debt instrument in situations where the issuer has defaulted 
9 on covenants designed to ensure compliance with this chapter or 

Section 45D of the Intenial Revenue Code. 
11 Sec. 5. As used in this chapter, "purchase price" means the 
12 amount paid to the issuer of a qualified equity investment for the 
13 qualified equity investment. 
14 Sec. 6. (a) As used in this chapter, "qualified active low income 

community business" has the meaning set forth in Section 45D of 
16 the Internal Revenue Code and 26 CFR 1.45D-1. 
17 (b) A business is considered a qualified active low income 
18 community business for the duration Of the qualified community 
19 development entity's investment in, or loan to, the business if the 

qualified community development entity reasonably expects, at the 
21 time it makes the investment or loan, that the business will 
22 continue to satisfy the requirements for being a qualified active low 
23 income community business throughout the entire. period of the 
24 irivestment or loan.. 

(c) The term does not include a business that derives or projects 
26 that it will derive at least fifteen percent (15%) of its annual 
27 revenue from the rental or sale of real estate. However, this 

·28 exclusion does not apply to a business that is controlled by; or 
29 under common control with, a second business if the second 

business: 
31 (1) does not derive or project that it will derive at least fifteen 
32 percent (15%) of its annual revenue from the rental or sale of 
33 real estate; and 
34 (2) is the primary tenant ofthe real estate leased from the first 

business. 
36 Sec. 7. (a) As used. in this chapter, "qualified community 
37 development entity" means an entity that: 
38 (1) is a qualified community development entity for purposes 
39 ofSection 45D of the Internal Revenue Code; and 

(2) has entered into an allocation agreement with the 
41 Community Development Financial Institutions Fund ofthe 
42 United States Treasury Department with respect to credits 
43 authorized by Section 45D ofthe Internal Revenue Code that 
44 includes Indiana within the service area set forth in the 

allocation agreement. 
46 (b) The term· includes affiliated entities and subordinate 
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1 community development entities of any entity described in 
2 subsection (a). 
3 Sec. 8. (a) As used in this chapter, "qualified equity investment" 
4 means any equity investment in, or long term debt security issued 

by, a qualified community development entity that: 
6 (1) is acquired after December 31, 2013, at its original 
7 issuance solely in exchange for cash; 
8 (2) has at least eighty-five percent (85%) of its cash purchase 
9 price used by the issuer to make qualified low income 

community investments in qualified active low income 
11 community businesses located in Indiana by the first 
12 anniversary of the initial credit allowance date; and 
13 (3) is designated by the issuer as a qualified equity investment 
14 under this chapter and is certified by the IEDC as not 

exceeding the limitation under section 17 of this chapter. 
16 (b) The term includes an otherwise qualified equity investment 
17 that does not meet the requirements of subsection (a)(2) if the 
18 investment was a qualified equity investment in the hands of a 
19 prior holder.. 

Sec. 9. As used in this chapter, "qualified low income 
21 community investment" means any capital or equity investment in, 
22 or loan to, any qualified active low income community business. 
23 With respect to anyone (1) qualified active low income community 
24 business, the maximum amount ofqualified low income community 

investments made in the business, on a collective basis with all its 
26 affiliates, is ten million dollars ($10,000,000), whether issued to one 
27 (1) or several qualified community development entities. 
28 Sec. 10. As used in this chapter, "state tax liability" means a 
29 person's total tax liability that is incurred under: 

(1) IC 6-3-lthrough IC 6-3-7 (the adjusted gross income tax); 
31 (2) IC 6-5.5 (the financial institutions tax); and 
32 (3) IC 27-1-18-2 (the insurance premiums tax); 
33 as computed after the application of the credits that under 
34 IC 6-3.1-1-2 are to be applied before the credit provided by this 

chapter. 
36 Sec. 11. As used in this chapter, "tax credit" refers to a credit 
37 granted under this chapter against state tax liability. 
38 Sec. 12. As used in this chapter, "taxpayer" means an 
39 individual, a corporation, a partnership, or another person or 

entity that has state tax liability. 
41 Sec. 13. A taxpayer that makes a qualified equity investment 
42 earns a vested right to tax credits as follows: 
43 (1) On each credit allowance date of the qualified equity 
44 investment, the taxpayer, or the subsequent holder of the 

qualified equity investment, is entitled to a tax credit for the 
46 taxable year that includes the credit allowance date. 
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1 (2) Subject to subdivision (3), the tax credit amount is equal 
2 to: 
3 (A) the applicable percentage; multiplied by 
4 (B) the purchase price paid to the issuer of the qualified 

equity investment. 
6 (3) The amount of the tax credit claimed may not exceed the 
7 amount of the taxpayer's state tax liability for the taxable 

.8 year for which the tax credit is claimed. 
9 Sec. 14. A tax credit claimed under this chapter is not 

refundable or saleable on the open market. 
11 Sec. 15. (a) If: 
12 (1) a pass through entity does not have state tax liability 
13 against which a tax credit may be applied; and 
14 (2) the pass through entity would be eligible for a tax credit if 

the pass through entity were a taxpayer; 
16 a shareholder, partner, or member of the pass through entity is 
17 entitled to a tax credit under this chapter. 
18 (b) Tax credits earned by a pass through entity may be allocated 
19 to the partners, members, or shareholders of the pass through 

entity for their direct use in accordance with the provisions of any 
21 agreement among the partners, members, or shareholders. 
22 Sec. 16. (a) If the amount of a tax credit for a taxpayer in a 
23 taxable year exceeds the taxpayer's state tax liability for that 
24 taxable year, the taxpayer may carry the excess over to not more 

than five (5) subsequenttaxableyears. The amountofthe tax credit 
26 carryover from a taxable year shall be reduced to the extent that 
27 the carryover is used by the taxpayer to obtain a tax credit under 
28 this chapter for any subsequent taxable year. 
29 (b) A taxpayer is not entitled to a carryback or refund of an 

unused tax credit. 
31 Sec. 17. (a) The IEDe shall limit the monetary amount of 
32 qualified equity investments permitted under this chapter to an 
33 amount necessary to limit the claiming ofthe tax credit to not more 
34 than twenty million dollars ($20,000,000) in any state fiscal year. 

This limitation on qualified equity investments must be based on 
36 the anticipated use of credits without regard to the potential for 
37 taxpayers to carry forward tax credits to later tax years. 
38 (b) When the total tax credits approved under this chapter equal 
39 the maximum amount allowable in any state fiscal year, no 

application filed thereafter for that same state fiscal year may be 
41 approved. 
42 Sec. 18. The issuer ofa qualified equity investment shall certify 
43 to the IEDe the anticipated dollar amount ofthe investments to be 
44 made in Indiana during the first twelve (12) month period 

following the initial credit allowance date. Subject to section 22 of 
46 this chapter, if on the second credit allowance date the actual 
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1 dollar amount of the investments is different than the amount 
2 certified, the IEDC shall adjust the credits arising on the second 
3 allowance date to account for the difference. 
4 Sec. 19. (a) If the proceeds of a qualified equity investment are 

invested completely in qualified low income community 
6 investments in Indiana, the purchase price, for the purpose of 
7 calculating the tax credit under this chapter, equals one hundred 
8 percent (100%) ofthe qualified equity investment, regardless ofthe 
9 location of investments made with the proceeds of other qualified 

equity investments issued by the same qualified community 
11 development entity. 
12 (b) To the extent a part of a qualified equity investment is not 
13 invested in Indiana, the purchase price, for the purpose of 
14 calculating the tax credit under this chapter, must be reduced by 

the same ratio that the part ofthe qualified equity investment that 
16 is not invested in Indiana bears to the total amount ofthe qualified 
17 equity investment, independently of the location of investments 
18 made with proceeds ofother qualified equity investments issued by 
19 the same qualified community development entity. In this case, the 

burden is on the qualified community development entity to 
21 establish the extent to which the qualified equity investments are 
22 fully invested in Indiana, either by: 
23 (1) establishing that the qualified community development 
24 entity itself invests exclusively in Indiana; or 

(2) otherwise establishing, through direct tracing, the part of 
26 a qualified equity investment invested solely in Indiana. 
27 Sec. 20. Subject to section 22 of this chapter, the IEDC shall 
28 recapture the tax credit allowed under this chapter from a 
29 taxpayer that claimed the credit on a tax return, if: 

(1) any amount ofthe federal tax credit available with respect 
31 to a qualified equity investment that is eligible for a tax credit 
32 under this section is recaptured under Section 45D of the 
33 Internal Revenue Code; or 
34 (2) subject to section 21 ofthis chapter, the issuer redeems or 

makes a principal repayment with respect to a qualified 
36 equity investment before the seventh anniversary of the 
37 issuance ofthe qualified equity investment. 
38 Ifsubdivision (1) applies, the IEDC's recapture is proportionate to 
39 the federal recapture with respect to the qualified equity 

. investment. If subdivision (2) applies, the IEDC's recapture is 
41 proportionate to the amount ofthe redemption or repayment with 
42 respect to the qualified equity investment. 
43 Sec. 21. For purposes of section 20(2) of this chapter, an 
44 investment shall be considered held by an issuer even if the 

investment has been sold or repaid if the issuer reinvests an 
46 amount equal to the capital returned to or recovered by the issuer 
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1 from the original investment, exclusive of any profits realized, in 
2 another qualified low income community investment within twelve 
3 (12) months after receipt of the capital. An issuer may not be 
4 required to reinvest capital returned from qualified low income 
5 community investments after the sixth anniversary ofthe issuance 
6 ofthe qualified equity investment, the proceeds ofwhich were used 
7 to make the qualified low income community investment. The 
8 qualified low income community investment shall be considered 
9 held by the issuer through the seventh anniversary ofthe qualified 

10 equity investment's issuance. 
11 Sec. 22. The IEDC may not make an adjustment in a tax credit 
12 under section 18 of this chapter or recapture a tax credit under 
13 section 20 of this chapter unless: 
14 (1) the IEDC has given the qualified community development 
15 entity notice ofthe proposed adjustment or recapture; and 
16 (2) the IEDC allowed the qualified community development 
17 entity six (6) months after the date of the notice to cure the 
18 cause of the proposed adjustment or recapture. 
19 Sec. 23. The IEDC shall adopt rules to implement this chapter 
20 and to administer the certification of qualified equity investments 
21 and the allocation oftax credits under this chapter. . 
22 Sec. 24. To apply a tax credit under this chapter against the 
23 taxpayer's state tax liability, a taxpayer must claim the tax credit 
24 on the taxpayer's annual state tax return or returns in the manner 
25 prescribed by the department. In addition, the taxpayer must 
26 submit to the department any additional information that the 
27 department determines is necessary for the department to 
28 determine whether the taxpayer is eligible for the tax credit. 

PD 3257/DI 113+ 2013
 

•
 





Exhibit B 
Interim Study Committee on 

11111111111111111 Economic Development 
Meeting #4, October 11, 2012 

PRELIMINARY DRAFT 
No. 3260 

PREPARED BY 
LEGISLATIVE SERVICES AGENCY 

2013 GENERAL ASSEMBLY 

DIGEST 

Citations Affected: Ie 6-3.1-26. 

Synopsis: Hoosier business investment tax credit. Permits the Indiana 
economic development corporation to grant a Hoosier business 
investment income tax credit that is entirely or partly refundable to the 
taxpayer or to a pass through entity. Specifies that the corporation's 
discretion to grant a refundable credit applies to credit awards 
approved and investments made on or after July 1,2013. 

Effective: July 1,2013. 

PD 3260/DI 58+ 2013 
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First Regular Session l18th General Assembly (2013) 

A BILL FOR AN ACT to amend the Indiana Code concerning 
taxation. 

Be it e.nacted by the General Assembly ofthe State ofIndiana: 

1 SECTION 1. IC 6-3.1-26-1 IS REPEALED [EFFECTIVE JULy 1, 
2 2013]. See: t-: As used in t:hts ehapter, !!base state ~ liability II means 
3 tt taxpayet 's state~ liability in the taxable year immediately preeeding 
4 the taxable year in whieh -a taxpayer makes -a q tlalified ill vestrnent. 
5 SECTION 2. IC 6-3.1-26-14, AS AMENDED BY P.L.199-2005, 
6. SECTION 20, IS AMENDED TO READ AS FOLLOWS [EFFECTIVE 
7 JULY 1,2013]: Sec. 14. (a) The total amount ofa tax credit claimed 
8 for a taxable year under this chapter is a percentage determined by the 
9 corporation, not to exceed ten percent (10%), of the amount of a 

10 qualified investment made by the taxpayer in Indiana during that 
11 taxable year. For a credit award that was approved by the 
12 corporation before July 1, 2013, and that pertained to an 
13 investment that was made before July 1,2013, the taxpayer may 
14 carry forward any unused credit, and the taxpayer is not entitled to 
15 a carryback or refund of any unused credit. 
16 (b) For a credit award that was approved by the corporation on 
17 or after July 1,2013, and that pertains to an investment made on 
18 or after July 1,2013, the corporation may approve a credit amount 
19 for a taxable year that exceeds the taxpayer's.state tax liability for 
20 the taxable year. In such a case, all or a part of the excess may, at 
21 the discretion of the corporation, be refunded to the taxpayer. If 
22 the corporation does not approve a refund for the entire amount of 
23 the credit, the taxpayer may carry forward any unused credit. 
24 SECTION 3. IC 6-3.1-26-16, AS AMENDED BY P.L.199-2005, 
25 SECTION 22, IS AMENDED TO READ AS FOLLOWS [EFFECTIVE 
26 JULY 1,2013]: Sec. 16. (a) If the corporation approves a refund of 
27 all or part ofthe credit under this chapter for a pass through entity 
28 and the credit exceeds the pass through entity's state income tax 
29 liability for the taxable year, the pass through entity is entitled to 
30 a refund ofthe excess. If tt J"IS'S tlnongh entity ~ not hcwe state tmt 
31 liability -aga1nst whieh the ~ eredit may be applied, the corporation 
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1 does not approve a refund for the entire amount of the credit, a 
2 shareholder or partner of the pass through entity is entitled to a tax 
3 credit equal to: 
4 .(1) the tax credit determined for the pass. through entity for the 

taxable year that is not refunded; multiplied by 
6 (2) the percentage ofthe pass through entity's distributive income 
7 to which the shareholder or partner is entitled. 
8 (b) Ifthe corporation grants a refund directly to a pass through 
9 entity under this section, the pass through entity shall claim the 

refund on forms prescribed by the department of state revenUe. 
11 SECTION 4. IC 6-3.1-26-21, AS AMENDED BY P.LA-2005, 
12 SECTION 110, IS AMENDED TO READ AS FOLLOWS 
13 [EFFECTIVE JULY 1,2013]: Sec. 21. The corporation shall enter into 
14 an agreement with an applicant that is awarded a credit under this 

chapter. The agreement must include all the following: 
16 (1) A detailed description ofthe project that is the subject ofthe 
17 agreement. 
18 (2) The first taxable year for which the credit may be claimed. 
19 (3) The amount ofthe taxpayer's state tax liability for each tax in 

the taxable year of the taxpayer that immediately preceded the 
21 first taxable year in which the credit may be claimed. 
22 (4) The maximum tax credit amount that will be allowed for each 
23 taxable year and if the applicant's credit award exceeds the 
24 applicant's state tax liability for a taxable year, to what extent 

the excess, if any, may b.e refunded to the applicant. 
26 (5) A requirement that the taxpayer shall maintain operations at 
27 the project location for at least ten (10) years during the term that 
28 the tax credit is available. 
29 . (6) A specific method for determining the number of new 

employees employed during a taxable year who are performing 
31 jobs not previously performed by an employee. 
32 (7) A requirement that the taxpayer shall annually report to the 
33 corporation the number of new employees who are performing 
34 jobs not previously performed by an employee, the average wage 

of the new employees, the average wage of all employees at the 
36 location where the qualified investment is made., and any other 
37 information the director needs to perform the director's duties 
38 under this chapter. 
39 (8) A requirement that the director is authorized to verify with the 

appropriate state agencies the amounts reported under subdivision 
41 (7), and that after doing so shall issue a certificate to the taxpayer 
42 stating that the amounts have been verified. 

. 43 (9) A requirement that the taxpayer shall pay an average wage to 
44 all its employees other than highly compensated employees in 

each taxable year that a tax credit is available that equals at least 
46 one hundred fifty percent (150%) of the hourly minimum wage 
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1 under Ie 22-2-2-4 or its equivalent. 
2 (10) A requirement that the taxpayer will keep the qualified 
3 investment property that i~ the basis for the tax credit in Indiana 
4 for at least the lesser of its useful life for federal income tax 
5 purposes or ten (10) years. 
6 (11) A requirement that the taxpayer will maintain at the location 
7 where the qualified investment is made during the term ofthe tax 
8 credit a total payroll that is at least equal to the payroll level that 
9 existed before the qualified investment was made: 

10 (12) A requirement that the taxpayer shall provide written 
11 notification to the director and the corporation not more than 
12 thirty (30) days after the taxpayer makes or receives a proposal 
13 that would transfer the taxpayer's state tax liability obligations to 
14 a successor taxpayer. 
15 (13) Any other performance conditions that the corporation 
16 determines are appropriat~. 
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PRELIMINARY DRAFT 
No. 3263 

PREPARED BY 
LEGISLATIVE SERVICES AGENCY 

2013 GENERAL ASSEMBLY 

DIGEST 

Citations Affected: Ie 6-2.5-5-47. 

Synopsis: Sales tax exemption. Provides a state sales and use tax 
exemption for the sale ofenterprise information technology equipment 
that qualifies for the personal property tax exemption in a high 
technology district area. 

Effective: July 1,2013. 
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First Regular Session 118th General Assem~ly (2013) 

A BILL FOR AN ACT to amend the Indiana Code concerning 
taxation. 

Be it enacted by the General Assembly ofthe State ofIndiana: 

1 SECTION 1. IC 6-2.5-5-47 IS ADDED TO THE INDIANA CODE
 
2 AS A NEW SECTION TO READ AS FOLLOWS [EFFECTIVE JULY
 
3 1,2013]: Sec. 47. (a) As used in this section, "eligible business" has
 
4 the meaning set forth in IC 6-1.1-10-44.
 
5 (b) As used in this section, "enterprise information technology
 
6 equipment" has the meaning set forth in IC 6-1.1-10-44.
 
7 (c) As used in this section, "high technology district area" has
 
8 . the meaning set forth in IC 6-1.1-10-44. 
9 (d) As used in this section, "qualified property" means tangible 

10 personal property that consists of enterprise information 
11 technology equipment purchased after June 30, 2013, and any 
12 additions to or replacements to that property. 
13 (e) A transaction involving qualified property is exempt from 
14 the state gross retail tax if: 
15 (1) a designating body has established a high technology 
16 district area that exists on the date of the transaction; 
17 (2) the designating body has entered into an agreement under 
18 IC 6-1.1-10-44(i) with an eligible business; and 
19 (3) the eligible business acquires qualified property for 
20 installation and use in the high technology district area. 
21 (1) This section applies to transactions that occur after June 30, 
22 2013. 
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Exhibit D 
Interim Study Committee on 

Economic Development 
FINAL REPORT Meeting #4, October 11, 2012 

Interim Study Committee on Economic Development 

I. STATUTORY DIRECTIVE 

IC 2-5-31.8 directs the Committee to study the following: 

(1) Best practices in state and local economic developrnent poljcie$:<3nd activities. 
(2) The use and effectiveness of tax credits and deductions"</i!}'; 
(3) Whether there are any specific sectors of the eC9flomy for w.~idlYl1dJana might have 
comparative advantages over other states. .' .... ..../<;; / 
(4) The extent to which Indiana's tax laws encourageb.usiness investmel)t, and any 
improvements that might be made to Indiana's tax}?Ws;<'·. . . 
(5) The extent to which Indiana's education systemssUpporteconomic development. 
(6) The benefits of existing community revitalization enh~n.cementdistricts and possible 
new community revitalization enhancement distriCts as aneqbnomic development tool. 
(7) Any other issue assigned to the committeebythe Legislative Councilor as directed 
by the Committee's co-chairs. <»" 

,:<.-,.:.:".,:-~-.:< '::':<,;:__:---~,,>:~:'.'- ,:' <,':' 

The Legislative Council did not assigl1 any addHi()ria)r~sp()rlsibilitiesto the Committee. 

II. INTRODUCTION AND REASONS FORSTUDY 

The General Assembly is interested in examiningJhe scope, focus, and efficacy of 
Indiana's eGonomic development assistanc:eand incentive programs and evaluating the 
extent toW6I?O;lndiana's.laws, policies,':ah~feducational systems influence economic 
developri)~bt.:ITrparticular,theGeneralAssembly wants to review and evaluate the 
effectiven~s$.b(e)(istingstate and.local government programs, consider new proposals, 
and determlrl~\.\iti.et~€lr the state's economic development programs operate within the 
parameters,opb~stPft3Gticesestablished around the United States. 

. , ~ 

(1) AtJh€l AUgqst;{Olh meeting, the Committee considered the following topics: 
. . (ALReview of the statutory charges of the Committee. 

(B) The Indiana Economic Development Corporation update on economic 
development programs and issues. 

(C) Committee discussion of the 2010 and 2011 annual reports of the 
Committee. 



(2) At the September 10th meeting, the Committee considered the following topics: 
(A) Presentation of the final report of the State and Local Tax Policy Commission 

of Policy Choices for Indiana's Future. 
(B) Testimony on the federal New Markets Tax Credit. 
(C) Testimony on the economic impact of the extension of unemployment 

benefits to 99 weeks. 

(3) At the September 24th meeting, the Committee considered thElJqllowil'lg topics: 
. (A) Presentation of the final report of the Educatipn andV'/orKfp'rce Development 

Commission of Policy Choices for Indian'a'sFuture::"\'i)(;'> 
(B) Testimony on state workforce skills and trairling prograrnsj";>r'~' 
(C) Testimony on the creation of an industria,Lzone for al.1tomotlye'rEllated ." . 

industry (SR 3-2012). .'.', " ;".>'f.;:.<:,' 
(D) Testimony on Next Generation manufad'Vrihg~.', <;'i.;;;:':':. 

'c".':"";:':':' '. "<':'-. ;~": 
;'" ',.,. :, .,~~.::: 

" ..... -. 
-,<.-: ... <~;::'::., .~~:.: .:," :>'L~(4) At the October 11 th meeting, the Committee 

!;;;;:;;~~,~·;;~f.'~h: .. 

[This summary item will be upd,ate:dclfte~r be'r:1:{2012, meeting.] 

IV. SUMMARY OFTESTIMONY 

The testimony focused on 

Taxes 

The PolIc:yCh'6ic~~i<:>rjt!d.}qQa's Commission on State and Local Tax Policy 
presented the RndingsJfbmAtsfinal report. The Co-Chairs of the Commission of State 
and".Local Tax Policy (Csl.cr), David Lewis, Vice President - Global Taxes, Chief Tax 
Executive and Assista.ot Treasurer at Eli Lily and Company, and Kathy Davis, Owner of 
Dayis Design GroupCLC, gave the testimony. The study recommended a balanced tax 
systElm relying on)ncome, sales and property taxes with low rates and broad bases. 
CSLTc:jidnotrec6rrlmend changing the Individual Income Tax rate, but concluded that 
th@Corp()ratE?:lncome Tax rate decrease in current law has been helpful to the 
businessclifnate. They stressed a regional approach to economic development. 
Communities should cooperate with each other because economic activity transcends 
government boundaries. 
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CSLT brought up a few issues for the Committee to consider. They expressed concern 
about the future of Indiana's infrastructure. The CSLT noted that the infrastructure in 
Indiana is aging and new funding sources must be found to maintain and repair the 
current infrastructure. In regards to local taxes, they recommended studying the impact 
of the credit for excessive property taxes (circuit breaker) on local governments. The 
circuit breaker has created problems for local governments, and they provide essential 
services to their communities. The CSLT proposed standardizing the tax treatment of 
not-for-profit organizations. Not-for-profits can consume large amOunts6f public 
services, but they typically receive tax-exempt status. A systempfpayments-in-lieu-of
taxes (PILOTS) could be implemented to ease the burden on localgoVE?rnments. Lastly, 
the CSLT suggested the Indiana Sales Tax rate is too high. Cur,rentIY,:lndiana's state -
Sales Tax rate is the second highest in the nation,~they propose that lowering thestate 
Sales Tax rate would improve the overall business climate ahd make Indianarnpr:e
attractive to outside businesses., 

" 
~". <,-.; ,:.":;"'~\1. (,; 

Daniel Hasler, ex-officio Committee member, IndianaSecf;E?t~ryof Commerce and CEO 
of the Indiana Economic Development Corporation(1 EDC);'prqyidgd an overview of the 
progress made by the IEDC in the past year. t!E!c,reported th~-Iridjqria business climate 
was ranked the best in the Midwest and 5~>9~tjQng!tYl;>y ChiefEXE?cutive Magazine. Mr. 
Hasler said Indiana could do better. On,E1area qVil]lRrOv~menthesuggested also 
involved the state sales tax. Data ce@fers and,_916l.l~,cPr1'1PLJting operations require 
significant capital investments in infprmation,,technorogYt(.lT) 'equipment. This 
equipment is expensive and ha~:Jod)e repl?ced every two to four years. The sales tax 
rate of 7% is an impediment dej§pite Indiqg'a's otheradvantages. He suggested that 
Indiana make the IT equipment nE!cessaryto 0p~rate these businesses sales tax
exempt. Mr",Hasler statE!dthat,lhis chaDg~"vv9l.JJ~Cattract more capital investment and 
create 1T]0~e_IJjobs ill Jngi?6Ci.' In additiqn,'h,e:feported that Indiana needs more readily 
available.§h9X~J..r~adysjtE;~k)gr:()~rams should be put into place to encourage investors 
and specLlI~!9r~,;t9}8eveloP:_lJlqre,91Jhese sites. One idea Mr. Hasler offered was to 
make the Hoo~i~,fi'I?,!.l§i,nesslnx~§!m,E?f1t (HBI) Tax Credit refundable. HBI is a tax credit 
for qualified,£a;pJt~JjinYE?§trnents;;$l1dMr.Hasler suggested that making the credit 
refundabl,E!:wOuidSPJJ,E9di:litipnal ihvestments. 

x' ;:'\~~:" . ::. ::~:>~Y:';> . 
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billion in tax credits since it began in 2000. The credits are provided on a project basis 
through a competitive application process. Mr. Dupuy indicated that states with their 
own version of the New Markets Tax Credit attract more federal New Markets qualified 
investment. He advised that Indiana should consider enacting a New Markets Tax 
Credit program. 

Michael Hicks, Ph.D., Director of the Center for Business and Economic Re~,earch at 
Ball State' University, testified that extending unemployment benefits does have a 
negative impact on employment, but the effect is extremely smajl_ln'Clddition, he , 
provided research conducted by the Center for Business and ECClnornfc Research on 
the effectiveness of the federal New Markets Tax Credifprogram;';'/"';,

/ ',' ::\ ..'::.\>:-';-<,~-::~.;::(> :' 
',", - "'," ".~; 

Workforce and Education ·,-,;,;<~:;.t;·;·:,; :-; ';", : 

. 'i' 'c, ",<;gi,~J fo' 
Teresa Lubbers, Commissioner, Commission for Higher Education (CHE), stated that 
four out of 'five jobs lost during the recession requiredbhlya'high school degree or 
below, and Indiana ranks 40th in higher education·degree;'cmafrifnent. Commissioner 
Lubbers believes the Hoosier workforce need~tof9cus on:aCqllrr,i~gthe skills 
necessary to succeed in a knowledge-bas~p~E;C()h'()hly. Commis~ioner Lubbers was not 
alone in her assessment. Dan Clark, EXE;c'OtiVeDireGt'6F;,pf the Ed'ucationRoundtable, 
and Jeff Terp, Sr. Vice President for~6gagemeHtian(::l>lrl~tity.tiOnal Efficiency at Ivy 
Tech Community College and Co-C)qalr the I;o[icy C~Ciis~s,for Indiana's Future: 
Commission on Workforce and E.d0cation,Figreed thaJilrldiana's educational objective 
should be to increase the nUrTle:~rOf pe~prEtwith ~~§iees or credentials. 

Mr. Clark provided informClfj0ri'from the.xri.~:tflnciEducation Roundtable on measures of 
degree attaihrTlent. HE!.off~red:specificpr9P()sals on how to address this issue. Mr. 
Clark P(6P9~.edi.?entifyifl$\~tqd,ents wh6'W6uld need remediation at an institution of 
higher e(H.I~atiQn·{It1E) while~tBe"~Clre still in high school, and,then give those students 
the necesscuY~~§ls~apce befdfeg~ad!Jation. He also proposed aligning secondary 
school curriculuW·tO'Rrgyide a 'sEH:ri;nless transition to an IHE. This would involve 
providing du'al~credit¢'our,SE!~ to accelerate degree or occupational certification 
comple,tion. Aligningtl1E;'OpPCldunities and pathways to higher education was a 
consistent message,1':';/?7tJ#/ 

t~:~+:" .i+,: ",\:). 

Commissioner Teresa Lubbers shared CHE'sstrategic plan "Reaching Higher, 
Achieving More." withthe Committee. The CHE is emphasizing that all people acquire 
afl~a~t~ sub-ba6calaureate degree. According to the CHE, the knOWledge economy 
will'req'Uirei:l'person to have at least an occupational certification to earn a reasonable 
wage. She proposed implementing programs to promote postsecondary education and 
program completion. Commissioner Lubbers stressed that it is not enough just to get 
more students enrolled at IHEs. The CHE wants students to graduate and graduate ori 
time. The CHE is proposing a refined performance funding formula based on those 
objectives. Another aspect of the strategic plan is ensuring the degree earned has 

4
 



value to both the student and the workplace. This goal cannot be achieved in isolation. 
It can only be achieved through a partnership with private employers. 

Jeff Terp emphasized the same points when he presented the final report from the 
Policy Center for Indiana's Future: Commission on Education and Workforce 
Development (CEWD). The CEWD final report contained similar ·findings. They 
proposed a better pathway to guide students from secondary school to IHS~f then to 
employment Collaborating with private employers is the best wayto accor'riplish the 
last transition. Mr. Terp emphasized these partnershipsprovide6~:mefit~to all parties. 
IHEs can offer valuable degree and certification program? to sfYQ§6ts.f\ student can 
earn a degree or certificate that they can use to gain erriploymenrAri emPloyer gains 
an employee with the necessary skills needed for their operations. C§WJ=?'gfpvide(:L" 
policy recommendations geared to training and exp~indingJhe skill of th~~YClitaql~ 
~~~. . _. ..... 

~C::'-:" ," _. . \<!::~_:'<;~":?'" 
~: _,.,c-", "': .J;, 

Jeff Terp provided an overview of the Ivy Tech Corp()r7fl.t~,C9H~ge. The Ivy Tech 
Corporate College works with employers to provid,espeCiJIPJr~iniJlg and certification 
programs to their employees. These programsClr~alreadYa\l(3ila,b,I,~.pnd are currently 
being used by Magnolia Health Systems, G9Q~'G,fQpg, Suban.t.gf,Iddiana, and Kirby 
Risk Corporation. These programs couleJbe<prOrl1otedasa busIness incentive. 

'::):~~-"':;;" ,., ••v" '.-'.·:.,,:
/;::~:~ »;? '';, 

Mr. Terp unveiled a new program totR'e Comnjittee.<.h~"h~~W;'program is a partnership 
between the Ivy Tech Corporate,Cgllege, thelEDC, <;lhdprivate employers. The new 
program allows employers to sP9n~or employees tqM,roll in specific certification 
programs. The employee wille.'~'hl a cegi'fication frgm Ivy Tech, and they will not have 
to pay any Wition as long ,Cis they comrf1Ifto~()rldor the sponsoring employer for a 
certain arp()ullt of time',iTH~i~Q1ployer'aQ~tl;l~;state of Indiana will provide the tuition to 
ivy Tech~(3;tt,~tJQ,~ emprQy§~£qt]Jpletesthe program. This initiative has yet to be 
implemenfe'd,Ol.lfhas alreaay re.ceived recognition by the National Association of
Manufacturers.... ' ,'.. .... . 

Vic Lechten6~rg,'P6.:¢·.,Afting Executive Vice President forAcademic Affairs and 
Provost,at Purdue UniversifY;9iscussed the programs Purdue has implemented to 
enhan.ce the skills of Ih~naOt3's adult workforce. The Purdue College of Technology can 
partner with business~s to'provide training and degree courses to employees. 
Employees can earn<;lPurdue degree at a reduced tuition through such a partnership. 
P1t~techtenberg believes these collaborative programs between employers and IHEs 
can"bemore valLJabie to some firms than tax incentives. 
. ..:. :,':." . :::«.":>".. 

Marke~ir1cilndi~ana 

Mr. Hasler mentioned during his presentation that Indiana needs to improve its brand. 
He said that Indiana needs to better promote its strengths to others. Indiana should be 
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more outspoken on the merits of its business climate, research institutions, and 
manufacturing base. 

Dr. Lechtenberg discussed the proposed Next Generation Manufacturing Center. The 
l\Jext Generation Manufacturing Center will be an advanced manufacturing training and 
research facility that will provide benefits to small-sized and medium-sized 
manufacturers. The new project along with the Purdue Research Parks will, a,llow 
Indiana to attract research outsourced by other firms. 

. .~~:.:: 

An example of a successful brand is the Midwest Autofl1oJive L~8b'2tKe Midwest 
Automotive Loop is a cooperative economic development initiatfvecreated by Mayor " ' 
Wayne Seybold of Marion and Mayor Greg Goodn(ght of Kokorhb.~rhe}/areworking'· 
together to promote the entire region by providing'adear vision of whaftheyhav§fo 
offer investors and other manufacturers. The mayors.r~pr$senttwo communiJIe'S/\vith a 
large concentration of automotive manufacturing inqq§trie's; easy access to rrlajor 
interstates, municipal airports, and close proximity tosiXfHEs.,They presented their 
current vision of the Midwest Automotive Loop anddiscU'$~eqtJ1eIr efforts to include 
other regions. The mayors emphasized that allinyestmentir1"the.region, regardless of 
which county it is located, provides benefit? beyol'ldpoliticaf'b6\lnda~ies. 

v. COMMITTEE FINDINGS AND RECOMMENDATION~/'
~;_:':.: .. 

';:.' .-+:::. ·:·:;<l;<.~ :. \J" 

The Committee made the fOIlOW~($p-;finding~.;of fact: /»" 
.,," .~.: .< . ..' ,.: ":,. . . 

(1) Indiana needs additional v~hture capH~1 investment. 

(2) Indian~l~'pales ta~r$~~i'I§~hi9h com~~'r,~dt6()ther states and is prohibitive to 
investme9f,itr,lgd.iana b\F~~iClz;g~nter ariHITcompanies because this equipment is 
subject tcr~:~ies·'ta.(,c ·<,··~:r[i:~{;\:·>. 

(3) The HOOSi~i;§8~si6ess Inv~stni$'nrTax Credit program is limited in its' effectiveness 
due to thElriOn~refl.ihaable'nature(:Of the tax credit. . 

" .•... ""·t}« ,.;.. {\:':::~_~~.~~:;~~ 

(4) The Midwest Aut0h18try~"roop is an important cooperative-regional economic 
deyEilopment initiativethi3{could result in new investment and employment 
opportunities in Indiarfa. 

:"'.»: ;'";',:: 

The' Committee rnade the following recommendations: 

(1 ) Legislation should be enacted to establish a New Markets Job Growth Tax Credit 
for investments in qualified community development entities (PO 3257). 

(2) Legislation should be enacted to permit the Indiana Economic Development 
Corporation to grant the Hoosier Business Investment Tax Credit as a refundable credit 
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(PO 3260). 

(3) Legislation should be enacted to establish a sales and use tax exemption for the 
sale of certain enterprise information technology equipment (PO 3263). 

(4) The Indiana General Assembly should refrain from enacting policies that may hinder 
the development and advancement of the Midwest Automotive Loop initia!iv~. 

[This report will be updated after the October 11, 2012, me,etirlg.] 
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