LADLICE Y, AXULLCD VLY (UL WU UL WEIALIUGS W LOUUUL LaA LGV OIHIUG | LAV ALY WY VY WAL GG et LILIODY P EL S 1 OV = LBHGE = HU OISO Y LLO= D= UULL. ..
.

il Y

Pryavmored By indimmgn
Home

Fishers, Noblesville put cuffs on charities to recoup
tax revenue

Andrea Muirragui Davis
June 8, 2013

Two growing Hamilton County communities looking to build their commercial tax base are taking steps to ensure
land targeted for development doesn’t end up in the hands of organizations that don’t pay taxes.

Fishers’ Town Council last month passed an ordinance prohibiting “institutional” uses on property along Interstate
69 from 96th Street to 126th Street, a decision that forced Noblesville-based Grace Community Church to give up
on plans to add a campus a stone’s throw from the highway.

: o Noblesville-based Grace Community Church can’t open a Fishers
campus in the commer clally 11101 atwe spot it wanted near a planned Interstate 69 exit, (IBJ photo/ Andrea Davis)

InNoblesville the Common Council OK’d a measure that allows not-for-profit entities to be located in prime
economic-development areas—but only if they agree to make payments equal to the amount of property taxes the
land would have generated.

“We have spent a lot of money to essentially turn bean and cornfields into developable commercial property,”
said city attorney Mike Howard, and tax revenue from those sites is used to pay off the resulting debt.

-But if the land is snapped up by churches and other tax-exempt organizations, someone else has to pick up the
tab.

As post-recession development gains momentum and municipalities get used to the realities of Indiana’s new
property-tax caps, officials are looking for ways to avoid leaving money on the table.

The idea of collecting fees from tax-exempt entities isn’t new, but such arrangements typically are proposed ona
case-by-case basis for major projects, such as the Indiana University Health Hospital in Carmel. Noblesville is the
first city in the area to formalize its policy.

Noblesvifle and Fishers may have different approaches, but their objeétives are the same: to ensure the long-term

financial health of their communities.
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Commercial activity is the “economic lifeblood” of any city or town, said Tom Dickey, Fishers’ director of
community development. Given the connection to both job creation and property values, he said, it doesn’t make

sense to allow potentially lucrative land to be tied up by tax-exempt users.

“That’s valuable space not being filled with jobs,” he said.

Officials evaluated the town’s commercial opportunities and zeroed in on the 1-69 corridor, still sparsely
developed despite decades of growth. Town planners picture it lined with clusters of upscale office buildings with
tax-paying tenants.

Planners ate working on a broader zoning ordinance that would govern design standards as well as allowable uses,
but town leaders wanted to send an immediate message to not-for-profits like Grace Community, which had
picked a site off 106th Street just west of 1-69,

“We wanted to stay consistent with the vision of a commercial corridor,” said Town Manager Scott Fadness. “We
want churches and other nonprofits, but we need to be sensitive to where they are located.”

Grace, a 15,000-member Noblesville-based church, has been contemplating a Fishers campus because about a
quarter of the congregation lives there, Senior Pastor Dave Rodriquez said.

Its first choice was a former medical center just east of 1-69 at 11201 USA Parkway. After the landlord backed
out of that deal, First Internet Bancorp swooped in. The bank plans to invest $4.3 million to expand its mortgage
operation there. :

Grace then focused on building a facility on the 106th Street site, near a planned I-69 interchange.
“We invested a significant amount of money there,” Rodriguez said, declining to be more specific.

~

He told Town Council members as much during the May 13 meeting where they approved the ban on institutional
uses. Church leaders were disappointed by the decision, but Rodriguez said they understand it.

“It’s a growing community and tax revenue is important. It just didn’t work for us,” he said. “We’re not bitter or
anything, ... We want to be good neighbors to the town of Fishers.”

Fishers’ I-69 restrictions stop short of Exit 210—already home to a pair of not-for-profit hospitals and anciflary
commercial development. Fadness said those projects predated the current zoning discussion.

‘Beachfront property’

Noblesville officials didn’t want to dictate where not-for-profits could locate, Howard said, but they didn’t want
to give up tax proceeds from potentially valuable property, either.

About $158.5 ﬁillion in public money has gone into getting Noblesville land

ready for development, according to the ordinance, and revenue from Controlling growth
tax-increment financing districts throughout the city covers annual debt Fi Hamilon Couny communites recenty
payments of more than $12 million. Pz mEasures SROlng i mavinize the

Truniicipat retoen on commerckal development,
Heres a faok at telr shotegies:

Nohlesviile

What: Regulras not-Tor-praflts 16 agree 1o
make paymeants. in Ty of fxes when

“Commercial assessed value really funds government services,” he said. With acoupying or gning property InTIF disticts.

the state’s homestead deduction and residential caps, he added, “the taxes iz bl ;ﬁfﬁiﬁ‘gﬁgﬂg&“

generated by a $130,000 house barely pays for trash pickup.” devalopotent in certin aras; debl
paymants sre nanced with property-1ag
revangs fram the resulting prajects.

The bigger the commercial tax base, the lower the burden on residential
property owners, Howard said.
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Under the measure approved May 28, tax-exempt users of property in the TIF gﬁ%;ﬂr-ﬂmﬁis wrizally don't pay property
districts must agree to a so-called payments in lieu of taxes—or PILOT—deal, =

contributing the same amount to city coffers that a taxpaying entity would. Fishers
: What: Prohitits so-called” :n*'lxtlmana!‘ usgs
. . . .. of propetty alang dhe Interstate €9 ghtof
Not-for-profits have plenty of options outside the city’s TIF districts that vy, from 96t Strest north to L28kh
wouldn’t trigger such payments, Howard said. Straet, Bsting net-for-peofit oteupants can
? stay, but caongl xpand,
Why: B8 |5 key to the tawn's sesthetlc and

“Thete’s a finite amount of developable land—beachfiront property, as I call econpmic will-heing, Town leagers want ta

CPETS P14 : . kit the aren {0 mare-valuable
it,” he said. “We made an investment there, and we need to get tax revenue to comatertial and industia) Sevetopment

pay for it,” ' thak treatas jobs,
Sowrerr [N reveaved

A municipal attorney for more than 20 vears, Howard said it’s wise for
communities to formalize a policy rather than handle projects on a case-by-case basis, as many cities do. Without
something in writing, it’s {oo easy 1o be accused of playing favorites, .

“We want to be able to explain to a judge someday why we did this and why we think it’s legal,” he said.

PILOT arrangements are increasingly common, said Daphne Kenyon, a visiting fellow at the Massachusetts-based
Lincoln Institute of Land Policy’s Department of Valuation and Taxation, More than 200 communitics—mostly in
the Northeast—have received such payments since 2000, according to the institute’s latest research on the topic.

But such arrangements are “often haphazard, secretive, and calculated in an ad hoc manner that results in widely
varying payments among similar nonprofits,” Kenyon and colleague Adam H. Langley wrote in a 2010 report.

Officials should be opeﬁ when implementing such deals, Kenyon said, which are a way to make tax-exempt
entities pay something for public services like police and fire proteciion,

“Male the case to nonprofits and the community at large: ‘Look, we’re constrained on revenue and the TIF
district is important for our fiscal health,”” she said. ““We’re looking for you to be good citizens. Can you help us
out?”

Kenyon was not previously aware of Noblesville’s PILOT ordinance, but she said it is “very rare” for the not-for-
profit’s payment to equal the property tax assessment. More typically, it represents a fraction of the total tax bill.

Howard said Noblesville hasn’t pu]led the trigger on a PILOT agreement yet, though it {ried to.stipulate one when
not-for-profit Clarian Health was eyeing property for a hospltal at 146th Street and Hazel Dell Parkway about a
decade ago.

Now named IU Health, the local hospital system ultirhately built its first Hamilton County facility at the
high-dollar corner of U.S. 31 and 116th Street in Carmel.

At the time, the hospital was owned partly by a physician group, giving it for-profit (and taxpaying) status. But
City Councilor Luci Snyder said officials negotiated a PILOT agreement that would take effect if the hospital
became tax-exempt. It did, and JU Health now is required to make semiannual payments at tax time.

IU Health is one of just two not-for-profit entities in Carmel making PILOT payments, and it’s the only not-for-
profit hospital in the city with such an obligation. St. Vincent Carmel entered the market long before the deals
were common, and Franciscan St. Francis Health Carmel opened last year in rented space.

Snyder thinks the city missed an opportunity by not guarding against the possibility that the hospital eventually
will buy the building, removing it from the tax rolls.

“TIwould certé,inly support a law requiring PILOT agreements for not-for-profit entities,” she said.

Watching and waiting
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Absent such a broad-brush approach, communities typically initiate PILOT discussions when tax-exempt users
seek zoning variances. :

Westfield Mayor Andy Cook said he is watching how other communities formalize their policies, which is more
important as development picks up. Westfield is expecting a burst of commercial growth after the 400-acre Grand
Park Sports Complex opens next year.

“We’ll have to see what our neighbors’ experiences are,” Cook said. “I try o learn from those people.”

The topic also is on the table across the county line in Zionsville, where town officials are embracing commercial
development after decades of focusing on residential growth.

“We are exploring the issue,” Town Manager Ed Mitro wrote in an email. “We recognize the value in a fair
balance for nonprofits, but [we] also realize that with today’s tax caps, a much greater burden is placed on towns
to provide the services needed by all entities regardless of their tax status.”s
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Emall: adavisBibl.com

North Editor
North of 96th (Carmel, Fishers, Noblesville, Westfield, Zionsvifle), philanthropy

Davis joined IBJ as a reporter in August 2001, moving to Indianapolis from Jacksonville, Fla., where she worked
for three years as an editor at The Florida Times-Union—and coordinated coverage of the historic 2000
presidential election. One hurricane (Floyd) and one political firestorm (see above) were enough to drive her back
to her native Indiana, A graduate of Ball State University, Davis spent six years at The News-Sentinel in Fort
Wayne before fleeing for warmer climes. At I8/, she has covered philanthropy, education, tourism and media. She
rejoined the editing ranks in 2004, most recently serving as online editor. Davis also is one of IBJ’s restaurant
reviewers. Outside of work, she is past president of Storytelling Arts of Indiana’s board of directors. In her free
time, she enjoys playing poker, cheering on hopeless sports teams and spending time with family and friends.
Davis lives in Fishers with her husband and their two cats.

Phone;
(317)472-5369

Twitter: @Northof96th @IBIphilanthropy
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