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Part 1.
The Economic Multiplier Effect

Pharmaceuticals Sector Version

Game Host: Jeff Troan

The public and private sector entities
portrayed in this economic simulation
game are entirely fictional, any similarity
to names, trademarks or entities is purely
coincidental.
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Property Tax Utilities Incentives

; KANSAS USA IOWA USA OHIO USA

The Multiplier Effect

At the end of this lesson, you should be able to:

» Understand how direct pharmaceutical jolbs generate up to three
iInduced and indirect jobs in the regional economy

» Understand that a new pharmaceuticals payroll is spent multiple
times in the local economy

» Understand that tax is incurred based on investment, ownership,
sales transactions, business franchise and business income

» Understand that taxed transactions accumulate to the benefit of
state and local government
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Property Tax

Utilities Incentives

; KANSAS USA - IOWA USA OHIO USA

CONSOLIDATED Major Pharmaceutical
PHARMACEUTICALResearch Company

I 15218
I eyﬁl—— Our Software -

Artificially Intelligent Software Company

Construction

Retail Services

State and Local

Automotive
Government

Subcontract

Industrial Trades
Manufacturers

Labor Banking Industry
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Property Tax Utilities Incentives

KANSAS USA IOWA USA OHIO USA

@

The Multiplier Effect

Major
Pharmaceutical
Seeding Research State and Local Banking
the Company Government IndL;stry
g
o e eddsl | CONSOLIDAT -
PHARMACEUTICALS i

$23 $10
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Property Tax Utilities Incentives

KANSAS USA — IOWA USA OHIO USA

@

The Multiplier Effect

Wiley=-

Artificially Intelligent Software

Community Coffers

7 State and Local Government
. pledges $3 support to Wiley-AlS
on Consolidated
Pharmaceuticals bid.

State and Local
Government
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Property Tax Utilities Incentives

KANSAS USA — IOWA USA OHIO USA

@

The Multiplier Effect

CONSOLIDATHD
PHARMACEUTICALS
Major Pharmaceutical

Research Company

Community Coffers

Congratulations!

$20 Wiley-AlS wins a new Fixed Price
Incentive Fee contract to develop
DNA Software for Consolidated.

W|Ie - Consolidated pays Wiley $20.

Artificially Intelligent Software
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Property Tax Utilities Incentives

KANSAS USA — IOWA USA OHIO USA

@

The Multiplier Effect

;;;o;:' £ Community Coffers
3 &
Wlleyii— $1 Wiley-AlIS constructs

infrastructure for contract. State
pays Wiley $3 incentive and Wiley
pays Construction $5 (State gets
$1in sales and property tax).

Artificially Intelligent Software

Construction
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Property Tax Utilities Incentives

KANSAS USA — IOWA USA OHIO USA

@

The Multiplier Effect

Community Coffers

Construction pays Labor $3 for
services performed building

\ Wiley-AlIS infrastructure (State
$'| gets $1in wage and income tax).

State and Local
Government
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Property Tax Utilities Incentives

KANSAS USA — IOWA USA OHIO USA

@

The Multiplier Effect

Wiley.

Artificially Intelligent Software
y

8\‘&& N
$ ) '.@ Wiley-AlS pays Subcontractors for
Subc.on.tract Work completed/undertaken $8

Manufacturers \ (State gets $1 franchise tax).
$1

Community Coffers

State and Local
Government
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Property Tax Utilities Incentives

KANSAS USA IOWA USA OHIO USA

@

The Multiplier Effect

. I
Artificially Intelligent Software

Community Coffers

Wiley-AlS pays Its employees $4
(State gets $1in wage and
income tax).

State and Local
Government
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Property Tax Utilities Incentives

KANSAS USA IOWA USA OHIO USA

@

The Multiplier Effect

Subcontract

£ Community Coffers
so™ =

Subcontractors pay their
employees $6 (State gets $1in
wage and income tax).

State and Local
Government
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Property Tax Utilities Incentives

@

KANSAS USA — IOWA USA OHIO USA

Community Coffers

Seeing a thriving economy, Labor

“ase buys/refurbishes houses $6. Pay
¢ Construction $3 and Trades $3

Construction Industrial Trade (State gets $2 in franchise tax

| 2 I from construction and trades).
$1 State and Local $1

Government
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Banking Industry

The Multiplier Effect

£ Community Coffers

[

Labor feels great about the local
economy. Workers spend a day
on the town...buy on credit $8!
Labor pays Retail $4 and
Automotive $4 (State gets $2 in
sales and franchise tax).

State and Local
Government
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Property Tax Utilities Incentives

KANSAS USA IOWA USA OHIO USA

@

The Multiplier Effect

Community Coffers

Induced Sectors pay their workers
$7. Construction pays $2, Retail $2,
Automotive $2, and Trades $1 (State

gets $1 in wage and income tax).

State and Local
Government
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Property Tax Utilities Incentives
KANSAS USA _ |IOWA USA OHIO USA

@

The Multiplier Effect

Labor

Community Coffers

‘ $ 4 Labor pays off half its credit
. 4 Banking cards, $4. (State gets $1in franchise
I’ Industry tax from the issuing bank).

e
= State and Local
0l Government
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Property Tax Utilities Incentives

KANSAS USA IOWA USA OHIO USA

@

The Multiplier Effect

CONSOLIDATHED
PHARMACEUTICALS

Community Coffers

Wiley-AlIS successfully completes the
$3 project, and great cost performance
allows them to expand the scope to

Consolidated.

Wlle B Consolidated awards Wiley-AlIS $3
incentive fee.

Artificially Intelligent Software
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Conclusions
The Multiplier Effect
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Consolidated Pharmaceuticals | $ 23 $(20) $- $QB)[$ -
State and Local Government| | $ 6| $- $B)S 1% 1% 1|$1|$1]|$ 2 $ 2% 1% 1 $ 14
Banking Industry $10 $ (8) $ 3 $ 5
Wiley Aerospace $- $20|% 3|% (5 $(8)% (4 $- 3 | $ 9
Wiley Subcontractors $ 7 $ (6) $ 1
Construction $ 4% (3 $ 2 $ (2 $ 1
Retail Services $ 3[%(2 $ 1
Automotive $ 3% (2 $ 1
Industrial Trades $ 2 $ (1) $ 1
Labor $ 2 $ 3[$5(5@®)% 8|/$5@B))% 6|3 (4 $ 6
Totals $39| $- $- $- $- $- $- $- $- | $ $- $- $- $- $- $- $ 39
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Part 2:
Introduction: Software Development for the
Healthcare Industry

Matt Samler
Vista Site Selection
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Biology Meets Computer Science

A Accelerate effective treatment
protocols and their FDA approval buy
comparing DNA structures to known
pathogens.

A Determine weak points in the —
LI K238y Qa 5b! & i NBOENGE
¥ N

sterilize the organism.

NEERIN
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COMPUTER SCIENCE

Consolidated Pharmaceuticals is looking
subcontract a contract to an Al Software
Vendor. The project scope is to create
software to analyze the DNA of emerging
pathogens, developing a correlation to
known pathogens DNA patterns, to
®rih&nceahsorocess of developing anti
virals to kill the pathogens.
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Competition for the Work

7 Year Contract to
Develop DNA
Software

CONSOLIDATED
PHARMACEUTI

Wiley:==- HEINZE Digital Softwar

Intelligent Software for Medicine ici i i
Artificially intelligent Sofware Where Medicine Meets Engineeri

OUR COMPANY COMPETITOR COMPETITOR
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Heritage Infrastructure Locations

LA

Heritage company location
San Jose, California

Heritage company location
Huntsville, Alabama

Houston, Texas
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The Scope of the Work

Headcount estimates Headcount

Senior Software Developer 60% 233 > PrOg ram W| ” ta ke 7 yea rs to
Junior Software Developer 40% 155 com p|ete.

Systems Engineers 10% 39

Engineering Managers 10 . .
Production Engineering _ » Estimated contract value is
Factory Touch - $-| O B U S D.

Quality Inspection 20

Quality Engineering > » Capex is estimated at $18.5M
Production Control - . Tl e
Contract Technical Requirements 5 fOr equment +ta bUI'dlng.
Contracts 2

Master Planning 10

Finance 5

Program Manager 1

Program Manpower 485
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Building the Cost Advantage

RATE A COST
T0 GENE 6 FIRMS

cOMPETIN .
N THESE Wi |eyr@-—

Artificially Intelligent Software

A: Lowering our labor costs
though Advanced Analytics

@ B: Reducing our Investment and Operating

=Guw/= | Costs through the use of business and
workforce development incentives

VIA..

Analytic Site Selection Techniques
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Part 3:
What Is the Economic Impact of the Project?

Chris Magill
Vista Site Selection
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The Value of the EIS

» An understanding of the public sector’s view of the business model
for negotiations

» INncreased business incentives because the multiplier has been
defined

» An internal EIS model can be used to compel the public sector to
release its project EIS

» Bid, Technical Volume enhancement

» Define the cap, for the amount of incentives you can reasonably
request

9™ Annual Vorys Economic Development Incentives Conference
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Economic Impact Analysis

. LA L A Z “ “ “
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New Pharma

industry job creation, capital investment
Contract

or industry sales, among others.

e i USRS IV SSO———
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L n o TSR s Indirect ¢ impacts from businest®-business transactions
W (i ' resulting from the project (i.e. supplier activity).
State and

o o o e

N
Local Taxe g‘é/

¥ ¥ Inducedc the spending of labor income resulting from the
gﬁ?ﬁﬁﬂgﬁ Ay vedtcae A rewisaes @y oy gy ndusvia project by households (i.e. supplier activity).

State and \?;\w;) State and \*.?@’73)‘? State and \_j@\@g State and \,@,\?}g
Lo?::fl ?I'r;xe Local Taxes Local Taxes Local Taxes

i3

C
s &\;‘% g i o
(S 5 ygl 23F
SO E =

\ The Economic Impact Study is a means
of quantifying the direct, indirect, and
induced economic growth from a project

using parameters set forth by the federal
and/or state government.
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Types of Models

Economic Impact Analysis (Economic Events):
- TSty GUpE ) wos
 Industry employmenj common
A Direct Jobs Model Input industry compensaiion
A Direct Avg. Salary Variables Industr;/impagt analysis
A Direct Capital Investment Industry contribution analysis
A Industry Commodity output
Household income

h Industry spending pattern
Chosen FIS Institutional spending pattern
Mode Multi-regional inputoutput analysis
Results/Output ‘
Direct Indirect Induced (by Sector)
A Direct payroll Indirect jobs Induced jobs
A Direct sales Indirect avg. salary Induced avg. Salary , Result terms -
A Direct taxation Indirect payroll Induced payroll 0 9,O+2|_3€ zd\U‘ ©_ ¢ { U
A Direct GDP impact Indirect capital Induced sales as = SR R ? R

) & h dzd LJdzi ¢
investment/sales

Indirect taxation
Indirect GDP impact

Induced capital invest.
Induced taxation
Induced GDP impact

Do o T Do Do Ix
To o J>o T To Do Do
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Includes known data
on other impacts such
as supplier activity,

visitors, hotel room
stays, etc.

Data Collection

Most Accurat

Model
O
- )
Wage Rate Wage Rate
Jobs Jobs Jobs
Tenant Tenant Tenant Tenant
Industry Industry Industry Industry
Construction Construction Construction Construction Construction
Cost Cost Cost Cost Cost
Square Square Square Square Square Square
Footage Footage Footage Footage Footage Footage
ngh Use & Use & Use & Use & Use & Use & Use &
assum ption Acerage Acerage Acerage Acerage Acerage Acerage Acerage

model
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Part 4:
Examining the Competition _ What is the
Competition Likely to Bid?

Jeff Troan and Janie Hanna
Vista Site Selection
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Both Competitors are Located in Houston, Texas

II MT ND \
MN
sD
A

Heritage company location ME “

San Jose, California

NI " ] -

Heritage company location
HEI NZE Huntsville, Alabama
Intelligent Software for Medicine
- — 1
AK . .
" —~
Digital Softwar

25 Where Medicine Meets Engineering
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Advanced Analytics

Vista Site
Selection
Proprietary
Data-Mart

Proprietary credit
card database

Proprietary cell phone
location database

U.S. Bureau of Labor . .
statistics databases Vista Site
Selection data
analysis and

reduction

Various state labor
statistics databases

Proprietary national
utility grid database

U.S. census database

U.S. Department of
Transportation database

Backup/Basis for site

Additional databases accessed selection matrixes
by customer requirements
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What is the Price to WIn?

Cross reference with job

description data YI E L D S — A Average Labor Rate by Job Classification
v A Apply inhouse technical estimates

A Apply estimated overheads
Cell phone locational A Apply estimated procurement
data defines who
regularly enters and exit [ /2YLISGAG2NRE 9adAY!l
the facility

Cross reference with
individual financial data

Intelligent Software for Medicine

Digital SoftwarF

Where Medicine Meets Engineering
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Houston Demographics

[Select MSA [OccupationMame
Houston-TheWoodlands-Sugar lland, TXMetro SoftwareDevelopers
Houston-TheWoodlands-Sugar Land, TXMetro Overview HourlyWages Labor Supply&@oncentrati
Ui Tvingston
Total[Population 7,326,336 Jobs 20,799
TotalHouseholds 2,582,514 $68.38
Lum| Employment 0.59
he Woodlands . Concentration :
il | Kingwood *  Liberty || Medianage 35 $56.36
Cypress, || /e =
S/ Grosby Growth
katy  [Houston [0 - AverageBHInhcome $103,496 $41.73
Columbus Y T IS S E p— 23,989
3 A P 20,799
A N 30.95
Rosenbery Pearland Median[HHiIncome $67,689 S
Total @vilian, Employed 3,896,606
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5 fest Collimbia
Bay City TotalArmed(Forces 2,469
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X et COLIhdex 97 Earnings
|, E[2023Mapbox(E DpenStreetiap Year
Market [AgeDistribution Market RaceDistribution@o MIT@ivingWageIhdex&Mivability
MedianAge:[35.01 HispanicPopulation:[38.01[(Ethnicity)
AgelD-4 Americanindian $52.48
Agell5-9

Age10-14
Agel5-17
Age22-24

Agel25-29

Age30-34

Age35-39

Ageld0-44

Age5-49 Market [Education[Attainment @b

Master's Associate's $16.95

Agel50-54
7.09

8.25

AgelB5-59
AgelB0-61
AgelB2-64

Agel67-69

0.63
Black
17.76
$39.88 $39.95
$36.15
e $32.28
56.69 $31.05
$26.69
$22.56
$17.76
$12.77

$25.54 I I

1AdultD 1Adultd 1Adult2 1Adult@  2[(ADULTS(1 2ADULTS(1 2ADULTS(1 2MADULTS(1 2ADULTS( 2ADULTS(  2ADULTS(  2ADULTS(
Children Child Children Children ~ WORKING)[0D WORKING)T WORKING)2 WORKING)3 BOTH BOTH BOTH BOTH

Doctorate Children Child Children Children ~ WORKING)Ll WORKING)Ll WORKING)I WORKING)LI
Agel80-84 1.46

Age70-74
Age75-79
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Houston Heat Map

Shepherd
Millican:
Willis
Navasota North
Cleveland
()
Todd Missicn ;
Splendera
nolia
N Roman Forest
Ha
b Sour Lake
Kenefick Daisetta
Dayton LI08tY ¢
Devers Nome
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Pattison (o} Lo
Sealy Brookshire
Brazos Country
Wallis
Orchard
East Bernard
Beasley Preak @
Kendieton
Fairchilds
Needville
Wharton

Liverpool

&

Danbury
Holiday Lakes
mpo

West Columbia
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Conclusions

» Both competing companies are paying at the 75th percentile for
software developers.

» $68.38 x 388 software developers x 2,080 hrs/yr x 7 years = payroll of
$386.3M for this labor class.

» $386.3M payroll for labor class x 120% engineering overhead and 18%

General & Administrative overhead = $1,002.8M bid cost for this labor
category.
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Part 5:
Looking at Company Heritage Sites and
Optimal Greenfield Sites

Evan Stair
Vista Site Selection
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Heritage Infrastructure Locations

)3

Heritage company location
San Jose, California

Heritage company location
Huntsville, Alabama
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San Jose Demographics

[Select MSA
Saniose-Sunnyvale-Santa@ara, CAMetro

OccupationMame
SoftwareDevelopers

San(Jose-Sunnyvale-Santa@ara,[TAMetro Overview HourlyWages LaborSupply&Qoncentration
PaloAlto, ¢ Patterson .
A TotalPopulation 1,982,192 $173.50 7 501
~San Jose Jobs 87,50
Xo Newman Me
Los Gatos TotalBouseholds 678,772 ENEIoTmenT 605
Morgan Hill Concentration )
3 Los Banos MedianAge 38 $117.56
Sant.? Cruz Growth
tin| | AverageEHiIncome $186,452 $92.76 98,925
has $78.08 8
v 87,501
Salinas MedianBHIhcome $133,268 $61.08
Monterey *
@ Total@vilian,Employed 1,095,128
S TotalArmedForces 207
Greenfield
King City 10th[Percentile 25th[Percentile 50thPercentile 75th[Percentile 90th[Percentile| |22 2023 2024 2025 2026 2027 2028 2029
. COLIhdex 146 Earnings
E2023[Mapbox(E [DpenStreetMap Year
Market AgeDistribution Market RaceDistribution®o MIT@ivingWagelhdex&MLivability
MedianiAge:[37.53 HispanicPopulation:[25.93[(Ethnicity)
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San Jose Demographics

SoftwareDevelopers
Heat Map

nsula

- Highlands : DISTRICT
sshed Belmont o Mowry Landing
San Carlos
(0] Redwood City- S
H
QeSO | ¢ cieatanding!
EmeraidLake Lindenwood  East Palo Alto
Farm Hills. -y (-I‘rl’(‘fd’;
Watershed
Woodside Glens &
Redwood Park West Menlo P
Woodside
Grabtown
@ Ladera
Westridge
Sky Londa
Portola Valley %
»
(=) ()
=) =,
Grant Ranch
County Park
egorio
LaHonda
Sellvale
.
LomaMar
Dearborn Park & Portols Rechwiods &
Pescadero Creek ke ool
cadero County Park R -
San Felipe Ranch
BtanaPark Monte Seren !
A \
palh Sanborn
astia Rock < L
State Park Cng e Coyote:
San Lorenzo Park
Riverside Grove New Almaden
 ofT508 §
State Park 3 "‘#
m ol Basin White Rock Twin Creeks
N « ¥ Wildwood f )
£ 2023 Mapbox E DpenStreethap Cabing and u*me

9™ Annual Vorys Economic Development Incentives Conference

VORYS VISTA SITE SELECTION

© Vorys, Sater, Seymour and Pease LLP  © Vista Site Selection LLC 4]



Huntsville Demographics
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Huntsville Demographics

SoftwareDevelopers

Heat Map
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Top 4 Cities with Matching Labor Demographics

Best Ranking Cities

1) Indianapolis, Indiana

2) Cincinnati, Ohio/Kentucky
3) Pittsburgh, Pennsylvania

4) Kansas City, Missouri/Kansas
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Underlying Tax Climates

ﬁ =
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. 10 Best Business Tax Climates

Note: A rank of 1 is best, 50 is worst. D.C.'s score and rank
do not affect other states. The report shows tax systems

as of July 1, 2022 (the beginning of Fiscal Year 2023). . 10 Worst Business Tax Climates
Source: Tax Foundation.
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Factoring in Business Climate

Business
Incentives Climate

Baseline Tax

City (MSA) Climate
Indianapolis Indiana 9 Limited
Cincinnati Ohio / Kentucky 37/18 Aggressive / Limited
Pittsburgh Pennsylvania 33 Limited
Kansas City Missouri / Kansas /25 Aggressive / Aggressive
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Factoring in Business Climate

Business
Incentives Climate

Baseline Tax

City (MSA) Climate
Indianapolis Indiana 9 Limited
Cincinnati Ohio / Kentucky 37/18 Aggressive / Limited
Pittsburgh Pennsylvania 33 Limited
Kansas City Missouri / Kansas 1/25 Aggressive / Aggressive

A Taking into account taxes and incentives:
A Kansas City looks like a good location
A Cincinnati is in the pack and aggressive with incentives
A These two sites also offer the opportunity to solicit incentives from two states, as
their MSAs cross state lines
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Final Sites for the Site Selection Matrix

Optimal greenfleld Iocatlon
Cincinnati, Ohio™
mp jl -

' ‘ ptlmal greenfleld Iocatlon _
Kansas Clty, Mlssourl
Herltage company location
Huntswlle Alabama

WY ET

Heritage company location
San Jose, Callfornla
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Reviewing the Labor Costs

Software Developers
Hiring Hourly Cost Per Annual 7 Year Project 7 Year Projet  Price-To-Win
Percentile Basis Cost Employee / Year Project Payroll  Payroll Burdened Variance

Houston, TX 75th Analytics  $ 68.38 § 142230 $§ 55,185,395 $386,297,766 $1,002,794,202 $ - even
San Jose, CA 62nd Actual  $ 10516 § 218,733 $ 84,868,326 $594,078,285 $1,542,173,740 $ (539,379,508pverrun
Huntsville, AL 82nd Actual  $ 7578 $§ 157622 § 61,157,491 $428,102,438 $1,111,315,3p4 $ (108,521,163pverrun
Cincinnati, OH/KY 75th Analytics  $ 6291 § 130853 $ 50,770,886 $355,396,205 $ 922,576,582 $ 80,217,670 underrun
Kansas City, MO/KS 75th Analytics  $ 6154 $ 128003 $ 49,665,242 $347,656,691 $ 902,485,482 $ 100,308,750 underrun
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Part 6:
Building the Site Selection Matrix

Jeff Troan
Vista Site Selection
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Greek Logic Matrix

List of final sites under consideration

Point score of each site
for each award criteria
(ordinal scoring)

Usually on a1to 100 point
relative rating

List of Awards Criteria
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Final site rating = sum (decision weights x ordinal scores)
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Considering the Qualifiers

. . Site 1,

Award Criteria Weight | Site 2, etc
Digital Qualifiers — These are qualifiers that either work, or Go/NoGo
it is impossible to utilize the site.
Examples: Density Altitude Rule; Hurricane Avoidance; Temperature/Humidity
for Production; Workforce Availability
Analog Qualifiers - These are qualifiers to which a decision 1t0 100
weight and ordinal score can be applied. Points

Examples: Days of clear weather; land cost; facility cost; infrastructure
incentives; labor demographics; direct cost of labor; workforce development
incentives; wage incentives; real property tax; sales and use tax; state income
tax; vat tax; gross receipts tax; federal income tax; tax incentives.

Qualifiers and weights are specific to each project
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The Qualifilers are Up the End - User

Workforce Availability

Overhead Costs Quiality of Life

Days of Clear Weather

— ‘ W&,  Customer Preference

Workforce Cost ” Tax Climate

University Pipeline Weather Calamity Proximity

Trade School Pipeline Supply Chain Consideration

Infrastructure Costs
Utility Capacity

Utility Cost
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Key to a Good Matrix

» Comprehensive data collection and reduction

» Aggressive early business incentives work

» Extensive analysis of Greek logic matrix factors

» Participative Kaizen blitzes with a consensus decision

» Matrix breaks down a very complex decision into a series of manageable
small component decisions

» Matrix enables the Kaizen process by externalizing the site selection logic

» Capture manager can easily explain the logic of the site selection

Detailed application of a site selection Kaizen process is covered later in the course
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Part 7/:
Incorporating the Impact of Business
Incentives Into the Matrix

ol nnual Vorys Economic Development Incentives Conference

VORYS VISTA SITE SELECTION



