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EXECUTIVEUMMARY

This study examines redevelopment strategiesMidaa-Michigan and other Midwesternoenmunities

that seekto repurpose formemautomotivemanufacturing sites in a difficult economic environment. The

' dzG 2 Y2 GA @S AYyRdzZAGNEQa NBOSY(d NBaGNHZOGdzZNAYy3 | yR ol
parts plant closures in the period 20@010, leading to job losnd economic pain in communities

across thecountry. For automotive communities, however, dealing with the aftermath of industry

restructuring is nothing new. Since 1979, 267 manufacturing facilities have clo®édtates. There is a

bright sida commurities have successfully repurposed nearly half of the closed plants, and the new

business uses are once again supporting jobs and contributing taxes to the local economy, although

generally at a lower level than the original automotive use (BrugemarartdilCregger, 2011).

/'wQa Hamm ! ®{® S5SLI NIYSYydG 2F [F02N) addzRes awsS LidzN.
examined the factors that both support repurposing, as well as those that make reuse of former

automotive sites more difficuiiBrugeman, Hiand Cregger, 2011Not surprisingly, CAR found theat

strong economy is important to encouragsdevelopment, but that alone was not enough. Several

communities with vibrant economies hagbutteredauto facilitiesthat remain vacantiespite efforts to
redevelopthen®® / ! wQad NBaSHNOK aK2gSR (GKFd O2YYdzyAlASa I ¢
community residents, understand local politics, customize local and state policies, streamline regulatory

and financial processes, and capitalize on their assetsdcessfully repurposed former automotive

sites. For communities with declining populations, high unemployment rates, and a high density of

former automotive manufacturing facilities in their region, repurposing is especially challenging. While

some automoive communities have one or two of these factors, only seven counties of the 97 where
automotive manufacturing plants have closed since 1979 have all three of these factors combined.

These counties are located in the heart of the Midwest: Michigan, @hi Indiana

In addition to broad economic factotsat make redevelopment toughemany of these communities
face additional hurdleg=irst, manyof the former automotive sites ithe Midwesthave largely been
demolished, leaving behindst the building dundationswhich are expensive to remove and may
conceal environmental hazardSlabs are disadvantaged-@sis fairly modern industrial buildings that

are left intactandare easier to repurposeyr outdated buildings wheréhe scrap value of demolishan

'The seven counties include: Henry County (Anderson), Indiana; Genesee County (Flint), Michigan; Saginaw County (ShigiaayWyajice
County (Detroit), Michigan; Richland County (Mansfield), Ohio; Seneca County (Tiffin), Ohio; and Trumbu{VZouen), Ohio.

© 2012Center for Automotive Research 4



them can provide a source of funding for redevelopment. Slabs are also at a disadvantage because new
construction is relatively more expensive, especially in areas that have a large stock of other existing
vacant industrial space. Finally, many formetoauootive sites require some degree of environmental
remediation, and various regulatory requirements at the federal, state, and local levels can complicate

the cleanup process.

The environmental issues are less of a barriectonmunities with former Gegral Motorsowned

properties asthose sitesare now owned by The Revitalizing Auto Communities Environmental

Response (RACER) Trust. RACER was established in 2011 to manage the remediation, redevelopment

and restoration of former General Motors propertigga A y 3 | aaSia aSaid | AARS Ay D¢
RACER backing can make former automotive sites more attractive prospects for redevelopment, as

RACER not only pays the holding costs of the properties, but also funds the cleanup on the site, and
protectsnew owners from any future environmental claims arising from contamination caused by the

previous use on the site.

CASESTUDIES

To learn more about model redevelopment strategies that could be appliddioleestern

communities, CAR conducted case studie®ur communities that have successfully redeveloped
former automotive sites. These four communitiekivonia, MichigapKokomo, Indiangand Warren

and Euclid, Ohio were selected based on thesimilareconomicchallenges to other communities in the

region. The comparative case study sites closed between 1993 and 1998.

KEYHNDINGS

The case studies thesecommunities largely exemplified thafy RAy3a Ay /! wQa Hamm 51
communities should work regionally, engage tteenmunity memberscustomize policies, understand

local politics, and work to streamline bureaucracy and paperwork.

In addition, several other recommendations arose from the case study work, including:

1 Make sites more physically attractiidaving demolished sites thateafree from significant
overgrowth and debris can benefit the local community, as well as help potential buyers to
envision future uses for the propertidowever,improving the aesthetics of former automotive
sites presents a significant financial challeng local communities.

© 2012Center for Automotive Research 5



9 Auto commuities user groupMidwestern automotivecommunitieswith closed facilitiesace
similar redevelopment challenges and share uniqupasfunitieswith respect to property
redevelopment. These communitiesuld benefit fromsharing best practices and having access
to outside expertise on successful strategies to encourage redevelopment.

1 Know your assetS.he sheer size of the former automotive facilities means that, in most cases,
more than one redevelopment will be requiréd2  Fdzf £t @ NBFf AT S (GKS &A0S
that can strategically subdivide the property based on its assets and attributes may find it easier
to attract the best match for redevelopment.

Qe

T wSY2@S | RS @St Haihydeiiledjzgadifdilablerinfoimation about the
propertyt including building attributes, utility specifications, detailed environmental
assessments, and geotechnical datarovides transparency to potential buyers, and minimizes
the potential for additional unforeseecostsand project delays.

1 Coalitionbuilding and community visioningngaging key community leaders in a planning
process can generate the necessary energy and ideas to transition a property, and may reveal
critical business connections that lead to redevelopitne

1 Create the marketAn engaged community can develop ideas for reuse that capitalize on its
assets andreatenew market opportunitiegor the region

9 Local gvernment cooperationCooperation at all levelsan create incentive packages
streamline buweaucracy, and foster the business climate necessary for potential buyers.

1 Reduce developer carrying cosBommunities can incentivize reuse by offering a grace period
2y LINRPLISNI& G(FES&a 2N ¥8S8Sa oKAtS GKS LINRPLISNI& A
while the property is not producing revenue can help make reuse of former automotive sites
more attractiveto potential buyers

© 2012Center for Automotive Research 6



INTRODUCTION

The Center for Automotive Research (CAR) received funding from the C.S. Mott Foundetiamitoe
repurposedautomotivefacilities in Michigan, Ohio, and Indigremdseek redevelopment strategies for
communities irthe Mid-Michigan andMlidwestregion.This research builds upon a previous study
GwSLIdzN1J2 aAy 3 C2NN¥SNJI ! dzil 2 Y 2CAR gofpleted ii 80T 200D AR y3 { A G S
received a grant fronthe U.S. Department of Labor, at the reque$ the Office of Recovery for Auto

Communities and Works, to research opportunitie®f communities to find produove, new uses for

closed autdacilities.

The scope of tis project includes conducting four case studies similar to those in the radtgindy, and
developing recommendations geared at Midwestern communities facing the challenging of repurposing

a former automotive manufacturing site.

METHODOLOGY

A 2 4 oA x

This study containfur case studies ofepurposed facilitieshat  SNBE &St SOl(datRbasENR Y /[ | w(
based on similarities tother Midwestern autoccommunities. In particular, CAR researchers considered
sites that were located in communities which had suffered population loss, high unemployment, and

multiple automotive facility closure3he setcted sites for case studies are:

Former GM Trim Plant in Livonia, Michigan
Former Delco Plant #1 in Kokomo, Indiana

Former Delphi Packard Plant #41 in Warren, Ohio

= =4 = =4

Former Fisher Body Plant in Euclid, Ohio

Figure 1 atlines the selected sites along withe county economic conditions used to choose them. It
also shows the economic conditions in the year the site was purchased for repurposing. Except for the
Warren, Ohio site, current population change and unemployment rates are worse than they were when

the site was repurposed.

© 2012Center for Automotive Research 7



Figurel: Plant Locations and Economic Conditions

Site Year Closed Plant Density| Population Change?| Local Unemployment Rate**
Eacilit Cit State | Closed B Purchase Yea Current [Purchase Ye:é Current | Purchase Yea Purchase Yea Current Current
y y (County) (County) (County) (County) (County) (National) (County) (National)
1995
GMLvoniaTHin | oia S 1999 30 37 -1.8% -10.3% 4.8% 42% 12.6% 8.9%
Plant 1998
(Peregrine)
Delco Plant #1 Kokomo IN 1998 2003 2 2 0.3% -1.3% 6.9% 6.0% 12.4% 8.9%
1998
Delphi Packard (GM) e oo " o " o
Plant #41 Warren  OH 2006 2009 4 5 4.1% 2.5% 13.6% 9.3% 9.6% 8.9%
(Wetzel)
&M F:Z:t' Bodt Eugia  oH 1993 2001 2 6 -2.6% 2.7% 4.5% 47% 8.0% 8.9%

*For current population change statistics, the 2006 to 2011 range was used for counties. For purchase year statistics, population change is calculated measuring the difference in por

between when it was repurposed and 5 years prior.
**Current county, and national unemployment rates are for 2011. Purchase year unemployment rates are for the year of purchase.

Source: CAR, 2012; Census, 2012; and BLS, 2012

Figure 2 ompares the locations based on site characterisiRepurposed sites were all 48ars or
older when they closed, and all have standing bngd. Gly the Kokomo manufacturing plant was

demolished, but the administrative building was left standing and that is the portion of the site that is

repurposed.

Figure2: Site Characteristics

Site Year Employment Plant and Site Size* Current Conditions
Original  Current Site
Facility City Statel Closed Purchasedl Peak Current] Building Building (acres Current Owner Outcome Demolished
(saft)  (sqft)
1995
GMLivonia . . (GMVM) .
Trim Plant Livonia Ml 1998 1999 >1,000 1,200,000 1,440,000 76 | Ashley Capital Repurposed No
(Peregrine)
Greater Kokomc
Economic .
Delco Plant #1Kokomo IN 1998 2003 - 150 | 775,000 100,000 <35 Repurposed Partially
Development
Alliance
1998
Delphi .
Packard Plan Warren OH (2((3)2/2 2009 ; 62 | 200000 200000 <15 |5k Elzierp”se' Repurposed  No
#4l (Wetzel)
GMPISher =\ ig on| 1903 2001 | 3000 - [1,000,000 1,000,000 64 Handl-lt  Repurposed  No
Body Plant

*Plant and site size are approximate
Source: CAR, 2012

Once CAR identifietthe case study communities researchers reached out to local economic developers

and current users of repurposed sites to arrange meetings and site Visggprimary method of

© 2012Center for Automotive Research 8



collecting case study information wHsough interviews of community representatives at dac
location.Using the same questions includedfre national study, the goals were to visit each site, learn
about the surrounding community, and speak with people familiar with the efforts made to redevelop
the property.CAR arranged meetings with a varietyrmfividualsincluding current building owners and
occupants, economic developers, public officials, former automotive employees, anestatd
developersCase studiealso included a visit to the site of the formauto facility.Through these
meetings CAR researchers acquired information abeathsite individually and ascertainesshme
broaderthemesthat relate to the redevelopment of these sites in genefdle informatiorand
opinionspresentedin the case sidies belong to the interviewees at each location unless otherwise

noted.

Drawingfrom these case studiethis reportprovides automotive communitieswith insight and

direction as they move forwarth redeveloptheir own closednanufacturingfacilities. These
redevelopment strategies anargeted towardfacilities in the MidMichigan region, but are applicable

to communities throughout the traditional core automotive manufacturing region in Michigan, Indiana,

and Ohio.

© 2012Center for Automotive Research 9



GMLIVONIATRIMPLANTIN LIVONIAMICHIGAN

BACKGROUND

Located just 20 miles from downtown Detroibhgtautomotive industry has alwaysad a strong

presencen Livonig Michiga2 & S O Eyéretdtiayseveralautomotive facilitiesare currently in

operation such asC 2 NtRuSsenission plant angarts distribution centerandD SY SNJ f a2 i 2 N&R Q
powertrain plant,springandbumperplanE ' YR 6 NBK2dzaAy3d RAAGNAOdziAZ2Y R
corridor is comprised of almost six square miles of property with a railroaddimgngthroughthe

middle, and nuch of theO 2 NINJnfl 2eNdbamentis comprised of automotiveuppliers.

CKS aAGS 2F DaQa [A@2yAl ¢NRY 4Métt yagsmigsiodplagtNRA I A y I £ ¢
whichcaught firein 1953 What began as arall blaze quickly spread throughout the plant creating

what wasthen the worst industrial fire in American history. Images of the HyMdgdic fire can be seen

in Figure 3 The $50 million HydrMlatic disaster was responsible for the development of moredara

industrial fire codes.

Figure3: 1957 Fire at the General Motors HydMatic Facility

Source: GM Heritage Cent@012 andCity ofLivonig 2012

In the aftermath of the firea plant in nearbyillow Run was quickly transformed into a Hydatic
facility. After the wreckage was cleared, the Livonia site was rebuilt in 1954 as a Fisher Body facility that

producedvehicle trim.The site continued to operate ag@M interior trim plant until it @sed in 1995

© 2012Center for Automotive Research 10



PURCHASERINTEREST

In late 1996, Peregrine Incorporated agreed to purchase the plant along with three Delphi plats.
company continued to use thiacility to manufacture interior trim, though likely only used a fraction of
the availdole space.n Julyl998, Peregrine announced it would close the Livonia fa¢litedsher,

1998) By the timeof closing the plant, whichat its peak employed thousandsmployed only 725

workers.

Peregrine was the last manufacturer at the site beforeds purchased by Ashley Capital in 1989.

1999, the economy was strong, and over 90 percent of available $palmsewas occupied. In
FRRAUGAZ2YS [AD2yAl Qa OSyiaNrft t20FGA2Yy YIRS Ay@Sady
owned theformer Detroit Race Courg®operty across the streeindhadredeveloped itinto a mixed

dza S AYyRdAzZAGNALFE | yR NBGFAT aA (DBetdthexstéong etodiomil KS a[ A @2

Ashleywasable to purchase¢he building without any tenant contractigned

The 1.2 million square foot building hadveraldesirabletraits, includingadditional landavailable for
development if needed. Ashley Capital later used the extra land to build a 24&§0ére foot
refrigerated storage facilityddditionally,i K S 0 dzA f, Rétafigli@rashapeangant thdbck doors
could be added and partitioning walls constructecetsilydivide space between tenantsince a singte

user tenant was unlikely to take over a building of this Size.

One drawbak of the buitling was that portions dhe roof weretoo low for the types ofenantsAshley

Capital wanted to attracfTo fix thisthe company raisetivo 150-squarefoot sections of the roof from

2 Developers note thatquare buildings are more difficult to partition due to their lower ratio of exterior wall footage to square footage and
greater distances between exterior walls and the building cohe image belowlemonstrates this concept by displaying two buildings of
different shapes with identical square footage, the same number of tenants, and the same space per tenant. Compareddd®Bildiding A

has more room for dock doors and the back walls are cltwsthe dock doors. These attributes make it easier for tenants to move stored goods
and for the building to meet fire code requirements.

Square and Rectangular Buildings Compared:

Building A Building B

Tenant 1 Tenant 2

Tenant1 | Tenant 2
Tenant 3 Tenant 4

Tenant 3 | Tenant 4

© 2012Center for Automotive Research 11



a 15-foot clearance ta 30-foot clearance. Though portions of the rowére too low, the exterior alls

were already 30 feet high which reductgk cost of increasing clearance.

HNANCIN@NDENVIRONMENTADETAILS

Given the strong economy at the time, Ashley Capital did not receive developmentiymseto
purchase and imvethe property.However, he City of Livoniaad previouslynvested in roadscaping
along the industrial corridor through the Plymouth Development Authority, and adjusted a traffic light

to ensure smooth traffic flow to the facility.

Sme minorenvironmental cleanugvas needed at the site, including removakof underground
storage tankas well as asbestos which had been used in the building. In addition, Ashley Capital was
required to put language inttessee contracregardingthe possibility of pollution existing at the site

due toD a (adimer operations there.

Ashley Capitahvested$15 millionin building renovationsn the site. In addition to raising the roof, the
company addednore than60 dock doors divided the spacé accommodate multiple tenantsind
installed new heating, lighting, water, and fire protection systems. The renovation also included
aesthetic improvements to the exterior of the buildirsyich as improved siding, entryways, landscaping,

and exterior lghting (Ashley Capital, 2012igure 4displays the site plan for the facility.

% The building originally had only 27 dock doors; now the building has around 90 dock doors.

© 2012Center for Automotive Research 12



Figure4: Site Plan for Plymouth Road Technical Center
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OVERCOMINEURDLES IN THREDEVELOPMERROCESS

Ashley Cpital faced no major challengés redevelopthe Livonia site. Though roof clearance was too
low in some portions of the buildind®R Newswire2000 and minor environmental cleanup was
required, the renovation of the site was relatively straightforward. Represams at Ashley Capital

however,did identify several hurdles frequently encountered by developers.

Local Government Cooperation

If the lo@l government is not cooperatiydevelopers tend to shy away frothe community. Higheal
estate tax ratexan sometimes preclude deabss can lack of flexibility in permitting anddincing
projects. Sometimes unions wcal governmenofficialswant a property to generate more jobs thas
practical and can prevent redevelopment by blocking the approval process. Livomgarteasallybeen

supportivein partnering with businesses and has a streamlined permitting process. In addition, by

© 2012Center for Automotive Research 13



creating a dediated industrial corridor, Livonia has helped prospective developers avoid many of the

difficulties associated with locating industrial activities nesgidential areas.

Public Utility Cooperation
Public utility companies caalsoaffect the viability ofa site. Sometimeghese companies do not have
the same sensef urgency that developers hayhich can make investments difficult to plan. In many

cases, a partnership between municipalities and utilities could assist development.

Building SpecificatioDatabase

Property owners and communitidsequently have poodocumentation of buildingpecifications.
Information such as power, water pressure, column spacing, andatlealneights are vital metrics for
developers. Currentlydevelopers musinvesta great dealof time and resource® researchbuilding
specifications and capabilities. If communities kdqaroughrecords ofbuildingspecifications, they

could make it easier for potential developers to purchase a property.

Existing vs. Demolished Binlgs

Existing buildingare usually significantly less expensive per square foot than are newly constructed
buildings. In addition, the concrete slatst are often left behindfollowing demolition often present
issues. The slabs are rarely whanarospective new development wouldant them to beandare

often not allowed to be removed because they often help contain contaminants.

Environmental Liability

There are also issues with environmental liability. For properties owned bpeakigalizingAuto

Communities Environmental ResponBACERTrust, environmentaliability isthe TrusR &  NJbili.J2 v a
But there could still be timing problems if environmental issues are discovered and redevelopment
delayed while remediation takes pladeor n;m-RACER properties, environmahtemediation and

liability is an even greater concern for interested developers as there is no fund set up to pay for it.

OUTCOME

The Livonia Trim Plant was renovated and turned into the Plymouth Road Technical(BBTtErThe
PRT@s used for light industriahs well as warehousing and logistesposes Current tenants at the

site include Rousfan automotive performance product division of Roush industriglgstronardi(a

© 2012Center for Automotive Research 14



produce company)NYX (a Tier 1 automotivepplier), FedEx, and Virginia Theégure Sdisplays trucks

parked at dock doors, the driveway entrance sign, and an improved entryway sit¢he

FHgure5: The Plymouth Road Technical Center

28100-2g79g

Plymgum Road
Technical Center

Source: Center for AutomotiResearch2012

[ AG2y Al Qa t NBaSyid 902yz2vye

Today[ A @ 2etdndnidevelopment strategy is more diversified than it has been in the past, but
manufacturing and industrial operatiodstéi A £ LJX &  ONRGAOFIE NRES Ay [ A¢
diversificaton efforts have resulted in logistics investments such as Advantage Logistics, UPS, and FedEx.
Many of the businesses that originated as suppliers to the automotive industry have branched out to

other industry sectorssuch as medical and aerospace mantifeing. Delta Gears, for instance, now

produces automotive parts as well as high precision gear components for the aerospace industry; the
company has purchased the former Livonia Observer print bujldimghasinvested around $20 million

into that site

© 2012Center for Automotive Research 15



DELC®LANTF1IN KOKOMOINDIANA

BACKGROUND

Located about 50 miles north of Indianapolis, Kokomo, Indiana established itself as an important

automotive city m the first fw decades of the auto industrin 1894, Elwood Haynes and Elmer and

Edyar Appeson built their first gasolinengine vehicle, and went through seveaaitomotivebusiness

iterations until the company closdd the mid1920s.Despitethe closure Kokomoretained its

reputation as an automotive towrT.he city hadx thriving partandustrywhich was originally based on

sales to Haynes and Appersduit then diversified to serve other automakers. A decade later, General

Motors and Chrysleeachopened a facilityn Kokomo usingitesthat had previously been used for

automotive asserlys O2 Yy U Ay dzZA y3 G KS Qriiféy 2612)Fhedbrenat Playnedste G NI RA (

waspurchased by General Motgrandoncerenovated becameDelco Plantl.

Over the yearsDelco, a division of General Motors, became a major manufacturer in the ooitymat
one point employing over 12,000 people in the city. Delco RBiantas originally built in 122by Haynes
andlater became the manufacturing site of the first transistor radio. In 185#&wadministration
building for Plan#1 was erectedDelco Electronics became part@élphi AutomotiveSystems in 1997
when Delphi was still a subsidiary of General MatBrg soon afteiin 1998 the plant closed and Delphi
demolished the575,000 square foananufacturing portion of the site, leaving orthe 100,000 square

foot administrative offices standinghese changes can be seerfFigure 6.

Figure6: Delco Plant #1 Before Demolition and AftBartial Redevelopment

< i i
iy, O ' LAFA ‘-..'.3f :11: - 1 .
Source: Center for Automotive Reseagil2 andGo

WY | e
7
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COMMUNITYSTRATEGY

In the early 20008Greg Aaronthe Director of the KokomdAoward County Development Association
(KHCDApnda A { S haptolesid@ &t dzNR dzS | Kok@riedaiplsibraitstormed a general

strategy to help theegionby developingan incubator for highech startups In order to gain support

for the incubator, they brought together key community leaders to discuss idéas a group of

St SOGSR 2FFAOAIE A FYR o0F Yyl SNE dopeddfeasibilily assevdendzS Qa o

for the project. All this waachievedwithout a designatedbudget for the project.

Business incubators support the development of startup companies by prowhargdresources and

services. Most incubators offer office spaaadadministrativeand businesamenitiesto client

companies. Common incubator services focus on business basics such as assistance with training,
networking, marketing, and accounting. Aftersessful compangevelopg A G YIF & G 3aNI Rdzk G S

the incubator and relocate to another site.

The assessment found that the community was host to severalthitthcompanies, including the
largeg high-tech company in Indian&elphi Delco Electronics gms(Kokomo Technology Center
Task Force, 2001Further, the assessment noted that as a result of its dominantteicfnindustries,

the community has a high p@apita patent rate and a workforce knowledgeable in electronics,
advanced manufacturing, dradvanced materialst £ 82 KA IKf ATIKGSR (GKS O2YYdzyA
Indianapolishightech corridor,internationalairport, and higher education institutions such as Indiana
University, Purdue Universitgnd Ivy TeclCommunityCollege. Also noted in the assessment were
challenges Kokomfaced includingjob creation, economic diversification, lackdstart-up mentalityg
highlevels ofrisk adversity, lack of small business financing optionstrandble attracting technically
skilled employees. Given both the strengths and weaknesses of the commleattigrs feltit was
apparent from the feasibility assessment that a higbh incubator could be supportednd that it

could assist the community in overcoming some of its ehaks.

Armed withthe assessmenfindings andwith credible players ofboard with the project, the group

received political and financial suppdadr a professional feasibilitytudy. This second study, conducted

by the firm Pittsburgh Gateways, validatédK S FA Y RA Y 3 & bwhasSeksthenhdcdniedzy A (1 & Qa
to similar conclusiongPittsburgh Gateway€orporation, 2002a)Pittsburgh Gatewayalso developed a

preliminary financial anBusiness plarsuggestinghat the community begin a series of demongioa

projects to prove out the technology incubator concept. These demonstration projects incorporated
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many of the business services that would become integral components of the incubator, allowing the

ANRdzL) G2 2LISNIGS aly A ydidgniong feNduiidancialc@roaiimenitd f f 4 ¢ 0S¥
(Pittsburgh Gateway€orporation, 2002b).

With the feasibility studies completed, the community began to pursue mi$libn appropriation
request which would be usetd build space to house the technology incubratow dubbed Inentrek.
A localbusinessmarlsooffered to donate five acres of land to the project to buldacility, but

Kokomo soon learned they had another opti@former Delphi facility

DELPHBROLE

When the plantnitially closed Delphi triedto sell it, but company officialsoonrecognized that the
plant itself was unlikely to sell given its size, a8 yearsand condition. Tése factorscombined
with a desire to eliminate maintenance costs and builgingperty taxes, induced Delphotdemolish
the manufacturing portion of the buildinghough they kepthe original 100,000 square foot

administrative offices.

The demolition of manufacturing facilities is often delfiding, since the revenues from selling scrap
metal often significanlly offset demolition costsRemoval of a buildinfpundation, however, is
expensive offers little to no revenuesandcan reveal costly environmental issues. Because of these
factors, buildingoundations areoften left in place despite beingyesores, and presentingchallenge

for future site redevelopmentlin this caseDelphi removed the foundation and also assumed

environmental liability and monitoringesponsibility

A community leader and formddelco Electronicexecutive(who retired just beforeDdphi took ovej

was aware of the technology incubator conceagntd knew the community was looking for a place to
house it. He approached Delphi management with the idea to donate the administrative building and
the rest of the property to the community. Dhi agreed, andhe process of gifting the building to
KHCDA began. The due diligence process that was required to obtain the Delphi building took eight
months During this process, KHCDA discovéheduilding had roof problemas well as a
sophisticatednfrastructurethat would be expensive to maintaitheseissues would add to the cost of
owning and maintaining the buildi@lunsey, 2005)Despitethesechallengesthe building was still a
good fit for the new incubator, andoth KHCDA and Delphi agreed to the ownership transfer,
completing the yeatong gifting process in 2003.
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INVENTRERFFICIALLOPENS

| 2AYyOARSYyllffes oKSYy LY@SYyiNB|l 2LISYSR AY HAannI LYy
space to expands Hedth Sciences division. The colldgegcamean anchor tenant for the property,

occupyingabout 50,000 square feet dhe east wing of the buildingnd fundedits own building

renovéaions. The revenues from Ivy Tech covered the fixed costs of running tdaenlguthus making it

easier for Inventrek to have the facility ready for startups to move in to new space.

HNANCIN®ETAILS

One major source of funding for Inventrek has been tax dotlalisctedthroughtheSi  §S 2F LYy RA Ll Y
Certified Technology Papkogram. The program was created to encourage entrepreneurshipsthigh

activity, academiéndustry partnerships, and technology transfer opportunities. Because Inventrek is

one of the 20 sites statewide that has been designated as a Certified TechRaldgytcanrecapture

certain state and local tax revenues (including sales, income, and property taxes) from thaupadk

$5 million over the life of the partfEDC, 2012)n addition, Certified Technology Parks are eligible for

state grants to coveconstruction and operating expenses. The amount of money Inventrek has

received from taxes started at $50,000 in 2004, then increased to $90,000, $180,000, and $265,000
subsequentyears.In recent years, the amount collected has declined slightly dumtnpanies

graduating from the incubator and moving to new properties.

Inventrek used funding from several sources to renovate the west side of the building, which was set
aside for housing higtech startups.The originalrequest for a4 millionfederalappropriationto build a
new building for the incubatoresulted in &1 millionappropriationfrom the Small Business
Administration (SBA) to renovate the weging and divide the space into differentdjzed officesThe
proposal was submitted througthe Indiana University government relations departmeartd was
championed byhen-IndianaSenators Evan Bayh and Dick ltugjhe appropriation was also used to
build a few labs to better meet the needs of potential tenaf8eme of the improvements that

Inventrek mae to the building can be seen in Figurehowingthe entryway and renovated office

space
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Figure7: Inventrek Front Entrance and Incubator Space

Source: Center for Automotive Reseaf®il 2

The incubator also meived a rural enterprise development grant from the U.S. Department of
Agriculture to refurbish the front entrance of the building, bring restrooms into compliance with
Americans with Disabilities Act requirements, and install a security system. {@thecial support
included $60,000 in seed funding from the Central Indiana Corporate Partnership and $380,000

funding from City of Kokomo.

OVERCOMINEURDLES IN TIHREDEVELOPMERROCESS

Coalition Building

One of the biggest hurdles for any big ideéinding a revenue stream for it. Several people cite the
ability to successfully bring community leaders together around the idea of moving Kokomo forward as
the key catalyst that brought Inventrek to life. Without the initial assessment study that wagletsd

with assistance from a key group of community leaders, there likely would not have been political
capital to find funding for the professional feasibility study. Without that professional study, the project

would have been less likely to receivegar seed funding to get it off the ground.

Anchor Tenant

. @ fFTYRAY3 LYRAIYIFQa&a L@& ¢SOK /2YYdzyAite /[/2tfS3s
stream of income that allowed the business incubator to cover the fixed cosizeniting and

maintaining the building. In a newspaper interview, Greg Aaron noted that having Ivy Tech as an anchor
tenant was key and that without them, Inventrek would not be at its current locafilumsey, 2005)

{2YS 2F L@e ¢SOKQa NByb2enirBgrred LJ OS i Ly@SyidNS]
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Figure8: lvy Tech Health Sciencesvidion Facilities in Inventrek

Source: Center for Automotive Reseaf®il 2

OUTCOME

LY HnngZ GKS O2YYdzyAdieé RSOARSR (2 Y&ddS8ofiKS YI /5!
Commerceand Uban Enterprise AsociationThus, the KHCDA became part of the Greater Kokomo

Economic Development Alliance (Alliance). At present, the incubator is operating at about 70 percent of

its total capacity. The building itself containsoab150 employees who have an average salary of

$61,000. Inventrek monitors its effect on the communand used an economic model to estimate that

over the past eight yearsts economic contributiomas beerclose to$100 million.

wSOSyifes +y A&aadzsS KFa INRAaSy 20SN) gK2 Aa NBaLRya
original propertygifting agreement, Delphi agreed to take liability of the environmental aspects of the

site, including paying for the groundwater pprdown process that has been @oing for the past

twelve years. Afteb S f LOKnkr@picy the company was released from environmental monitoring

obligations for the property. Alliance representatives received a letter from DPH He@imgoratiort

notifying them that DPH would no longer be responsible for environmental monitoring on the site. This

news came as a shock to organization officials, and since that point, they have hired environmental legal
counsel andare working with the U.SEnvironmental Potection Agency (EPA) to determine the best

course of action.

* DPHHoldings Corporatiois what became ahe old Delphi Corporation po009 bankruptcy.
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AndyMark:An Inventrek Success Story

The incubator has had several success stories, including AndyMark, a robotics components startup. The
O2YLJ yeQa (g2 T2 dzy RS NBo stugentsioh the KokomaiHigh StHos| Robdtics Y Sy (i 2
team. As the Kokomo team becanmeore competitive, other high school teams began soliciting

assistance from the two mentors. The mentorship position evolved into a company that produces

hardware for robot competions. Since its founding, AndyMark has expanded into supplying robotics
components to companies as well. After years of working out of their garages, the owners of AndyMark
moved their operations to Inventrek in 2007, and in latd 2Q@raduated from théncubator and moved

into a new spaceQver the next two years AndyMaikprojected to employ six fulime and eight part

time positions. To aid its move, the company received $155,000 in financing through the City of Kokomo

Technology & Industry Revatg Loan Fun@Kokomo, 2011)
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DELPHPACKARPLAN#41INWARRENOHO

BACKGROUND

Warren, Ohio is located 16 miles northwest of Youngstown, Gligtorically? | NINEcgn@raywas
strongy tied to the Packard Electric Compariyhe companwasfounded in Warren in 189@&nd
acquired byGeneral Motors in 1932. In 199%he Packard Electric divisiai GMbecame part of Delphi,
which wasultimately spun off from GMn 1999. At the peak of manufacturing in the community,
Packard Electric employediound 16,000 workers in the area. In addition to Packard Electric, the

community was host té&eneralBectric facilities and steel industry operations.

The plant, Delphi Packard Plant #41, opened in 1947 and manufactured automotive electronic
componentsuntil its clogng.In 1998, when Delphi was still a division of General Motors, it closed

several of its facilities, including the 200,68Quarefoot plant on Thomas Road in Warren.

COMMUNITYSTRATEGY

The community did not have a specific strategy far Belphi property aside from marketing it ias

would any other. Plant closings across the country highlighted the need for economic diversification,
and the community knewt wasunlikely to bring back the multitude of jobs that Delphi and other
manufactuers once offered the region. Insteachmmunity officialdooked to bring jobs back in smaller

increments.

PURCHASERINTEREST

In 2004, Wetzel Inc., an established injectiaplding company which also had major contracts to do
parts sequencing for Delphpurchased the property from Delphi f$450,000 While Wetzel relied

heavly on its contracts with Delphi, @lso attemptedo diversify its client base with contracts from Ford
and otherautomotive customersUnfortunately, thigliversificationwas notrealized quickly enough,

and shortly after losing the majority of iBelphiwork whenthe companydeclared bankruptcin 2005
Wetzel ran intdfinancialproblems andin 2006, alsdiled for bankruptcy.The site was once again on the

market.

BerkEnterprise, Inc. (Berk) is a famdwned business that also has its roots in WariBaginning as an
extermindion productscompany, the business has expanded over the decades, evolving into

distributor of concession, janitorial, and paper suppl@smre of. S Ngro@utts can be seen Figure 9
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As the company greviderk began to import plastic goods from oversehss generating the need for
more warehousing space. Prior to considering a move, Berk stored products all over the city, making it
difficult to control inventory and personnel. Berk searched for a location that could consolidate all of its

warehousing and admistrative operations under one roof.

Figure9: Selected Products offered by Berk Enterprises

| { #RESH SAUEE2ED
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Source: Center for Automotive Reseaf®il 2

The formerDelphiplant was appealintp Berkfor a few reasons: It offered a thide-laid cement floor

YR KAIK OSAtAy3Iad ! . SN] NBLNBaSyidlidiAa@dS 0O02YYSyds
building itself was quite sturdypue to easy highway acceasd five dock doa where trucks could

easily loachnd unload materialsthe facility promised great distributional capacity. The property also

offered a large parking areand open space to accommodate future expansion if necessary.

l'a | odzaAAySaayYly Ay | NBfFGAGStE & avYl f WetieBagdy > . SNJ
therefore knew the property was available. They agreed upon a purchase price of $1.4 million for the
property, and, in February 2009, Berk assumed ownership of the property. The company moved its

warehousing operations immediately and the adisirative offices moved soon after in 2010.

HNANCIN®ETAILS

Wetzd Incorporated

In 2004, Wetzel purchased the property from Delphi for $450,0@@ional City Banlgndthe
Mahoning Valley Economic Development Corporation (MVED@nprofit organization that also
FRYAYA&(dSNE 2 I NNB yovidedSidahding dsyistance @sedyfo plirdagsR and
renovate the plan(MVEDC, 2006 MVEDC administel®th the Regionall66loan programa state

funded loanused for land and buildingcguisition, expansion or renovation, and equipment purchase,
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as well aghe SBA 504 loan fund small businesses lo@nogramused to provide second mortgagés
fixed asset projectBoth the Regionall66and SBA 504 programsere used to financehe Wezel

investment.

In addition, Wetzel had received a Miman grant of $80,000 for capital improvements that was
administered by MVEDC. The fund received half of its funding from the local government, and half from
seven banks involved in the programeMini-Loan fund used Housirand Urban Development Section
108 funding, but because the fund did not loan out money quickly enough, it had to pay interest on

borrowed moneywhich eventually led to closure of the program.

Because of thdlini-Loan, Wetzelwas able to make necessary improvements to the buitdiigtzel
would not have purchased the planttifhadnot been able to secure funds for plant renovatiofike

cost of the expansioand capital investment totale##526,000(Good, 2008)

BerkEnterprises

When Berk purchased the site for $1.4 million, the company worked witMEDGQo finance the

purchase. SNJ Qa LJIzZNOKIF &S 2F (GKS yS¢ FILOAftAle sl a YIR
programs(MVEDC, 2009TheMVEDC offered Berkriding from the Mahoning Valley Industrial Loan

(s}

Fund for capital improvements. Berk also received funding f&@%and from Regional 166, and a block

grant for remodelingThrough a FirstEnerdg local utility)program funded by théJ.S Department of

Enegy, Berk received financial assistanc&/tb { S G KS o6dzAf RAy3aQa St SOGNRO f A
has reduced electric costs dramaticalyter purchasing the buildinggerk renovated jtthe front of

which can be seen iRigure 10
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Figurel0: Delphi Packard Plant #41 Redeveloped as Berk Enterprises

Source: Center for Automotive Reseaf2idil 2

OVERCOMINBURDLES IREDEVELOPMERROCESS

Local Politics

The biggest hurdle came after Berk purchased the property from Wetzel. Berk assumed it would not

need a changef-use building permit, since Wetzel also stored materials at the site. The Howland

Township zoning board agreed, but the fire department chaehthis decision due to concerns over

fire hazards with how high Berk could store materials. Fire officials wanted Berk to make significant
AYLINR@GSYSyila (2 GKS o0daAftRAYyIQa FANB |yR alFSie ae
height constraits so restrictive that Berk considered selling the property and moving again. The issue

was taken taa hearing athe State Building Department. The process took about a year, and the

building departmeneventuallysided with Berk.

Financing

Berkrepresenatives citethe MVEDC agstrumentali 2 G KS LINRPOSaasx OFffAy3a GKS
MVEDC guided theompanythrough the process, coordinating with all the necessary outside parties,

such as local banks and attorneys. The BIVRa O2 Y LINB K S vy dohed®p-shofranfaded | y OS

the purchase process seamless for Berk.

OUTCOME

The property has been given a third life as the consolidated headqudoreBerk Enterprise, Inc. It
houses both administration officeas well asall of the products Berk distributes. SNJ Q& ¢ NB K 2 dza A

operations can be seen Figurell Thecompany currently has 62 employees, atmbtigh that number
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is significantly less thamhatthe2 NA Ayl f o6dzAf RAYy3 2y 0SS &AdzLILR2 NISRXZ Al

recognition that jobs are jobs, evertlifey come in smaller numbers.

Figurell: Berk Enterprises' Warehousing Operations in Plant #41

Source: Center for Automotive Reseaf®il 2
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