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SUMMARY

The United States District Court for the Southern District of Indiana grants defendants' motion to
dismiss, without prejudice, in a dispute arising from the City of Lebanon's withdrawal of promised
economic development incentives for a proposed commercial and industrial development. The court
concludes that plaintiffs have not plausibly alleged a protected property interest in the real property or
incentives sufficient to support their procedural due process claim, including under a regulatory-
takings or vested-rights theory. The document also addresses plaintiffs' related constitutional and
Indiana state-law claims.
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DISPOSITION dismissed

PROCEDURAL POSTURE Defendants moved under Federal Rule of Civil Procedure 12(b)(6) to
dismiss the amended complaint asserting Fourteenth Amendment due
process and equal protection claims under 42 U.S.C. § 1983, along
with related state-law claims. The court granted the motion without
prejudice and declined supplemental jurisdiction over the state-law
claims.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court accepts well-pleaded factual
allegations as true and draws reasonable inferences in the nonmovant's
favor, but the complaint must contain sufficient factual matter to state
a facially plausible claim for relief. Municipal legislation subject to
rational-basis review is presumed valid, and a class-of-one plaintiff
must plead facts sufficient to overcome that presumption.
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QUESTIONS PRESENTED

1. Whether plaintiffs plausibly alleged a protected property interest in the real property or in the promised
economic-development incentives sufficient to support a procedural due process claim.

2. Whether plaintiffs plausibly alleged that the City's repeal of the incentives constituted a regulatory
taking by depriving them of all or a significant part of the property's economically beneficial use.

3. Whether plaintiffs plausibly alleged a class-of-one equal protection violation when the City repealed
incentives for their project while continuing to support other development projects.

4. Whether plaintiffs could maintain a standalone claim under 42 U.S.C. § 1983 absent an adequately
pleaded underlying constitutional violation.

5. Whether the court should exercise supplemental jurisdiction over the state-law claims after dismissing
all federal claims.

HOLDINGS

1. Plaintiffs did not plausibly allege that the repeal of the incentives deprived them of all or a significant
part of the property's economically beneficial use; the allegations showed at most the loss of a preferred
or potentially most profitable use.

2. Plaintiffs did not plausibly allege a vested right in the incentives because the Indiana doctrine relied
upon applies to zoning ordinances and land-use restrictions, not to the economic-development incentives
and financing authorizations at issue.

3. Plaintiffs did not plausibly allege a property interest based on mutual understanding because the alleged
promises were vague and were made by officials who lacked authority to bind the City, and the
authorizing ordinance preserved the Council's discretion to repeal the authorization before bonds were
issued.

4. Plaintiffs failed to state a class-of-one equal protection claim because their amended complaint revealed
conceivable rational bases for repealing the incentives, including the City's water shortage and the
project's utility-connection difficulties.



5. Plaintiffs could not maintain a standalone Section 1983 claim because Section 1983 supplies a vehicle
for vindicating federal rights but does not itself create substantive rights, and plaintiffs adequately
pleaded no underlying constitutional violation.

6. The court declined to exercise supplemental jurisdiction over the state-law claims after dismissing all
claims within its original jurisdiction and dismissed those claims without prejudice.

KEY QUOTATIONS

“A protected property interest exists only when the state's discretion is 'clearly limited such that the plaintiff
cannot be denied the interest unless specific conditions are met.'”

“Because Plaintiffs have failed to adequately allege their Fourteenth Amendment due process and equal
protection claims, there is nothing to hold Defendants liable for and thus no basis for a standalone Section
1983 claim.”

FACTUAL BACKGROUND

RealtyLink sought to develop a commercial and industrial park in Lebanon, Indiana, and alleged that city
officials repeatedly promised economic-development incentives, including tax abatements, tax-increment
financing, bonds, and utility services. Relying on those representations, plaintiffs purchased part of the property,
obtained financing, incurred development expenses, and pursued permits and utility easements. The City
Council later repealed the authorizing ordinance before the bonds were issued, citing a purported construction-
permit deadline and concerns about limited water capacity. Plaintiffs alleged that the repeal destroyed the
project's viability and caused more than $25 million in damages.

PROCEDURAL HISTORY

Plaintiffs filed the original complaint on June 10, 2024, and an amended complaint on December 12, 2024.
Defendants moved to dismiss, and the motion was fully briefed. The court dismissed the federal claims without
prejudice and dismissed the supplemental state-law claims without prejudice, allowing plaintiffs forty days to
file a further amended complaint.

DISPOSITION

dismissed
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