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Incentive Overview

The Economic Development Pooled Finance Program was established in 2009 by the Oklahoma
Community Economic Development Pooled Finance Act. The Legislature sought to support economic
development and public infrastructure projects for the purpose of attracting private investment, creating
jobs, and developing infrastructure essential to a safe and productive environment for state residents and
visitors.

The program seeks to accomplish this through a $200 million pool of financing made available to for-profit
entities for a local infrastructure or economic development project. Cash payment awards for approved
projects are determined by the Department of Commerce (Department) and ultimately disbursed by the
Oklahoma Development Finance Authority (ODFA), working in conjunction with the Oklahoma Tax
Commission (OTC). The funding is repaid through payroll tax rebates generated by a for-profit entity
receiving funding, or a new tax or tax increase levied by the local governments receiving funding.

There are three options within the Economic Development Pooled Finance Program: the Business
Expansion Incentive Program (BEIP), the Oklahoma Innovation Expansion Program (OIEP), and the
Public-Private Partnership Pooled Finance Program (P3). The program has been substantially revamped
since the 2019 evaluation.

Recommendation: Retain
Key Findings

= Since 2018, as a result of this program, over 9,300 new jobs have been created and over 53,000
jobs have been retained statewide.

- This program has facilitated the creation of 9,389 new jobs with an average wage of $42,370
and the retention of 53,560 jobs with an average wage of $58,405.

=  With over $140 million in funding awarded from 2018 — 2023, this program has catalyzed over
$3.1 billion in capital investment.

- The funding awarded by ODFA, $141 million, represents 4.5 percent of the total private capital
investment of $3.166 billion.

= This program does not represent a direct state expenditure, as it is fully funded through ODFA,
and there remains sufficient capacity for the program to continue to operate. As a result, there
are adequate protections in place to ensure the fiscal impact of the program does not increase
substantially beyond the state’s expectations in future years.

- As of September 2023, $115 million is still available in capacity for program funding.
- Within the program, as debt is repaid to ODFA, funds are then made available again in the
$200 million pool, which makes it similar to a revolving loan program.

= The introduction of the Bounceback program in 2020, later renamed the Oklahoma Innovation

Expansion Program (OIEP), as a response to the COVID-19 pandemic, proved to be popular and
successful.

Evaluation: Economic Development Pooled Finance 4



- This program, available to small businesses for funding amounts less than $150,000 resulted
in a significant increase in usage of the program and funding awarded.

- The program alone represented $37.8 million in funding awarded, $225.7 million in capital
investment, 25,682 retained jobs with an average wage of $53,210, and 2,864 new jobs with
an average wage of $49,761.

= For the OIEP, there is a specific application timeframe, for the program.

- In 2023, the open application period for OIEP was between April 3 and April 14.

- This limited timeframe to submit an application to be considered for funding may limit
qualifying businesses from having all application materials ready in a timely manner.

- The BEIP application, however, is accepted on a rolling basis.

= The most appropriate program within the incentive that a company should apply for is not
always clear.

- Recipients are not always aware of which specific program they can qualify for, or which may
be most beneficial to them, partially due to the name and program changes over the years.

- This is somewhat combatted by efforts of the Department to go on site visits and meet with
prospective recipients prior to the submittal period.

= There are specific requirements and limitations for the program.

- To qualify for OIEP, a recipient must have a minimum capital expenditure of $50,000 and a
minimum payroll at the facility of $625,000 per year.

- To qualify for BEIP, a recipient must have a minimum capital investment of $2 million and total
payroll of $2 million.

- There are no jobs, payroll, or investment requirement in order to qualify for P3. Rather, the
qualifications include critical infrastructure that is owned by a local government entity and an
investment in it that would benefit at least one for-profit business. The infrastructure identified
by the local government must contribute to the competitiveness of the region’s economy. The
project may also qualify as a workforce development training.

- Participation in any program within this incentive precludes a company from utilizing other
state incentives such as the Quality Jobs Act or the Investment Tax Credit.

= The program design aligns with several business incentives best practices.

- The program has specific eligibility criteria and specific types of firms/industries (targeted)

- The program has an application process (discretionary)

- The program leverages significant private capital

- The incentive has a limited duration and not provided until requirements are met

- It provides customized assistance to small and medium sized existing businesses to help them
grow or become more productive

Evaluation: Economic Development Pooled Finance 5
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Recommendation

= Maintain program continuity and efforts to advertise the availability of funds for this program to
potential recipients around the state.

Discussions with some external stakeholders suggest that the changes in the program have created some
confusion related to program requirements. The varying aspects of the program and their different eligibility
requirements are not necessarily a problem, but they will require continued efforts to make eligible
businesses aware of them. It will be important in the short-term to maintain existing program requirements
so that businesses become familiar with them. The Department should continue the practice of doing site
visits and road shows throughout the state to advertise the benefits and details of the various programs
and funding available through this incentive.

Evaluation: Economic Development Pooled Finance 6
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Incentive Evaluation Commission Overview

The Oklahoma Incentive Evaluation Commission (Commission) was created by HB 2182 in 2015 to
conduct objective evaluations of the State of Oklahoma’s wide array of business incentives. The
Commission is made up of five appointed voting members along with ex officio representatives of the
Department of Commerce, Office of Management and Enterprise Services, and Tax Commission.

Under the enabling legislation, each of the State’s economic incentives must be evaluated once every four
years according to a formal set of general criteria, including (but not limited to) economic output, fiscal
impact, return on investment, and effectiveness of administration, as well as criteria specific to each
incentive as determined by the Commission.

Since the Commission’s inception, it has contracted with PFM Group Consulting LLC (PFM) to serve as
the independent evaluator of each incentive scheduled for review in that year. PFM issues a final report on
each incentive with recommendations as to how Oklahoma can most effectively achieve the incentive’s
goals, including recommendations on whether the incentive should be retained, reconfigured, or repealed;
as well as recommendations for any changes to State policy, rules, or statutes that would allow the
incentive to be more easily or conclusively evaluated in the future.

The Commission considers the independent evaluator’s findings and recommendations — as well as all
public comments — before voting to retain, repeal, or modify the recommendations for each incentive under
review. It then submits a final report to the Governor and the Legislature.

Summary of 2019 Evaluation Findings and Recommendations
In accordance with the four-year evaluation cycle described in the preceding, the Economic Development

Pooled Finance Act was first reviewed by the Commission in 2019." Significant findings and
recommendations from PFM'’s evaluation of the program are summarized in the following table:

" The 2019 Tax Incentive Evaluation Report is available on the Commission’s website at
https://iec.ok.gov/sites/qg/files/gmc216/f/ED%20Pooled%20Finance 11112019 FINAL.pdf
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Table 1: Summary of 2019 Evaluation Findings and Recommendations

Evaluation Category

Significant Finding(s)

Overall Findings

- All projects that had received financing through the program expect to
create 4,269 jobs and make capital investment of $1.5 billion.

- Since FY 2011, $86.9 million in withholding tax revenue has been
foregone by the State as part of the program.

- The average wage of new jobs associated with Economic Development
Pooled Finance projects is $33,447.

- Over the previous five years, the average number of years required to
recoup the incentives offered was three years.

- No pool funds had ever been used for local government infrastructure
projects.

Fiscal and Economic
Impact

Assuming the firms that used the incentives were still in business after 3
years, the return on investment to the State is positive.

Future Fiscal Impact

No future fiscal impact protections were noted.

Protections

Administrative No broad impacts were noted by the administration of this program.
Effectiveness

Retain, Reconfigure or The project team recommended retaining the program with minor
Repeal modifications.

Other - Establish regular reporting of awards and costs associated with the
Recommendations program.

Source: State of Oklahoma Incentive Evaluation Commission, Tax Incentive Evaluation Report 2019

Based on PFM’s analysis and consideration of other factors, the Commission voted 6-0 to retain the
program with minor modifications.

2023 Criteria and Evaluation Approach

A key factor in evaluating the effectiveness of incentive programs is to determine whether they are meeting

the stated goals as established in state statute or legislation and as noted previously, the provisions of HB
2182 require that criteria specific to each incentive be used for the evaluation.

In the case of the Economic Development Pooled Finance Program, the purpose or goal of the incentive is

to encourage local government cooperation in the development of regional infrastructure and economic
development projects. The Commission has adopted the following criteria to assist in a determination of

program effectiveness:

= Job creation associated with financed projects;
= Capital investment (facilities, machinery and equipment) associated with financed projects;
= Comparison of job creation and capital investment to similar cities/counties not participating in the

program;

= Contributions to community development;
= State return on investment.

Evaluation: Economic Development Pooled Finance
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To conduct its 2023 review of the Economic Development Pooled Finance Program, the PFM team
undertook several project tasks, including (but not limited to) the following:

Requested, reviewed, and analyzed data from the Department of Commerce.

Conducted subject matter expert and internal stakeholder interviews.

Participated in project site visits with the Department of Commerce and ODFA.

Met with leadership from the State, Oklahoma City, and Tulsa Chambers of Commerce, and
interested industry representatives.

Performed an economic impact analysis of program costs.

Benchmarked Oklahoma to other states.

Evaluation: Economic Development Pooled Finance
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Incentive Usage and
Administration
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Background and History

The program was established in 2009 by the Oklahoma Community Economic Development Pooled
Finance Act. The Legislature sought to support economic development and public infrastructure projects
for the purpose of attracting private investment, creating jobs, and developing infrastructure essential to a
safe and productive environment for state residents and visitors.?

The program seeks to accomplish this through a $200 million pool of financing made available to for-profit
entities for economic development purposes or two or more local governments for a local infrastructure
project. While the program was originally created with two separate pools of funding, an Economic
Development Pool, and an Infrastructure Pool, that is no longer the case. Cash payment awards are
approved by the Department which issues a determination letter, after which the Oklahoma Development
Finance Authority (ODFA) works with the Oklahoma Tax Commission (OTC) to disperse the funding. The
pool is really a form of revolving fund, as the funding is returned to the ODFA through payroll tax rebates
generated by a for-profit entity receiving funding, or a new tax or tax increase levied by the local
governments receiving funding.

Incentive Characteristics

The program is administered by the Department and the ODFA. The Department is responsible for
processing applications submitted by local governments and for-profit entities and determining whether
infrastructure and economic development projects meet program requirements.

The following are the scoring criteria for economic development pool-funded projects (BEIP and OIEP):

1. Capital investment by a for-profit business entity or entities.
New direct jobs as the term is defined by 68 O.S. §3603, to be created by a for-profit business
entity or entities.

3. Salary and wage payments to persons employed in new direct jobs.

4. The likelihood of additional business location decisions resulting from the activity of the for-profit
business entity or entities that would benefit from the use of the economic development pool.

5. Capital investment by governmental and/or not for profit entities.

6. The amount and degree of net benefit to be had by the State from completion of the project.

7. Whether or not the local government entity or for-profit business entity is a participant in any other
projects governed by the Oklahoma Economic Development Pooled Finance Act.

8. Any other factor(s) deemed relevant by the Department.

The following are the scoring criteria for the public-private partner development pool-funded projects (P3):

1. Capital investment by one or more for-profit business entities and/or federal government defense
entities.

Additional capital investment by one or more local government entities.

New direct jobs as defined 68 O.S. §3603, to be created by a for-profit business entity or entities.
Salary and wage payments to persons employed in new direct jobs.

The likelihood of additional business location decisions resulting from the activity of the for-profit
business entity or entities that would benefit from use of the Public-Private Partner Development
Pool.

abrwbd

20.8.62-891.2
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The amount and degree of net benefit to be had by the State from completion of the project.

7. Whether or not the local government entity or business entities is a participant in other projects
governed by the Oklahoma Economic Development Pooled Finance Act.

8. Any other factor(s) deemed relevant by the Department.

In discussions with the Department, determining the net positive benefit of the project to the state is a
threshold consideration, and prioritized projects for funding must meet this test. The ODFA then manages
the process of awarding funding for approved projects. Of the total $200 million pool amount, 65 percent is
reserved for use by projects in municipalities with a population of 300,000 or less; currently, the two
Oklahoma cities with a population over 300,000 are Oklahoma City and Tulsa.

The ODFA is permitted by statute to issue debt as a financing mechanism for this program, but this has not
been used to date, as the Authority has been able to fund recipient projects through their revenue
generated by their other programs. If debt is issued, by statute it would be repaid using withholding taxes
generated by new jobs created by the project or new and retained jobs as part of an expansion project.

The program intends to encourage investments in economic development projects and to improve public
infrastructure for the purpose of creating jobs and attracting private investment. In recent years, multiple
program options were introduced to provide different avenues through which recipient could receive
funding specific to their needs. These program changes are summarized in Figure 1.

Figure 1: Timeline of Program Changes

2009:

Economic Development
Pooled Finance
Program Established -
Economic Developemnt
Pool and Infrastructure
Pool

2019:

Creation of the Public-
Private Partner
Development Fund -
combination of the
Economic Development
Pool and Infrastructure
Pool

2020:
Creation of the
'Bounceback' program
to fund smaller-scale
projects as a response
to COVID

2021:
Bounceback is
changed to OIEP and
becomes a permanent
part of the program

The program now offers three distinct incentive options:

= The Business Expansion Incentive Program (BEIP)
= The Oklahoma Innovation Expansion Program (OIEP)
= The Public-Private Partnership Pooled Finance Program (P3)

Evaluation: Economic Development Pooled Finance
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The BEIP Program is the traditional funding mechanism and is used for larger projects that have awards
greater than $150,000. The BEIP program is typically used by manufacturing companies. To qualify for the
incentive, companies typically need to meet or exceed a $2 million or greater in capital investment, and a
$2 million or greater in total annual existing payroll.®

OIEP, a relatively new program addition, started in 2020 (with the name ‘Bounceback’) as a response to
pressures from the COVID-19 pandemic. At that time, there was a need to provide a mechanism for
existing businesses to make capital investments to improve their productivity or operations, in some
instances to respond to changing work conditions as a result of the pandemic. The program provides
annual funding of $15 million for high-impact new capital investment across a broad range of industries.

The program proved popular with businesses, and the Department has continued it for smaller-scale
projects, with awards typically between $25,000-$150,000, with $150,000 being the maximum possible
award. There are specific eligibility requirements, which must all be met to be eligible for an award*:

For a business to be eligible for consideration into the program they must meet all of the following
requirements:

=  Must be a “for-profit” business entity.

= The Project facility must be located in Oklahoma and the project requires a minimum capital
expenditure of at least $50,000.

= Must currently have a minimum payroll at the project facility of at least $625,000 per year.

= Funds cannot have been spent toward the new project prior to the Company having received an
award letter recommending approval of the new project from the Department.

= The new project must either be an innovative project, a project that shortens or strengthens the
supply chain for the product being manufactured, or it must be a project designed to target new
markets.

= The business must not be participating in any of the Oklahoma Quality Jobs Act Programs and
cannot take Investment Tax Credits while in the program.

= The Project must meet all other eligibility requirements for participation in the Oklahoma Economic
Development Pooled Finance Act.

» Businesses selected for participation in the program must spend at least 10% of the estimated
project costs within 90 days of executing a funding agreement with the Oklahoma Development
Finance Authority.

*=  Only projects where the net benefit rate of the project is sufficient to sustain a $25,000 award or
greater are eligible for participation in the program.

= Business must meet all eligibility requirements and follow all program rules as set forth in the
Oklahoma Innovation Expansion Program Rules document and as set forth in the Oklahoma
Economic Development Pooled Finance Act.

The P3 program facilitates local infrastructure development where there is also a benefit to for-profit
companies. Infrastructure development can include any critical infrastructure identified by local government
entities contributing to the competitiveness of the region’s economy and essential for government
functions. There is also a component of the P3 program available for education and workforce

3 Oklahoma Department of Commerce, “Business Expansion Incentive Program,” accessed electronically at
https://www.okcommerce.gov/doing-business/business-relocation-expansion/incentives/business-expansion-incentive-
program/

4 Oklahoma Department of Commerce, “Oklahoma Innovation Expansion Program,” accessed electronically at
https://www.okcommerce.gov/oiep/
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development. This option is available to colleges and universities under the jurisdiction of the Oklahoma
State Regents for Higher Education or CareerTech districts under the jurisdiction of the State Board of
Career and Technology. It provides industry-focused training that is developed collaboratively with
employers in a common industry.®

Related Statutory Changes
In 2019, SB 749 made the following changes (effective November 1, 2019):

= Specified that the Oklahoma Development Finance Authority (ODFA) shall be authorized to act as
a conduit issuer for the benefit of at least one eligible local government entity in conjunction with
one or more for-profit business entities and/or federal government defense entities for an
authorized infrastructure development project using the Public-Private Partner Development
Fund.®

= Specifies that the Public-Private Partner Development Fund is the combination of the
Infrastructure Pool and the Economic Development Pool

= Added language regarding the rules and scoring system to be established and used by the
Department of Commerce to evaluate projects to be financed from the Public-Private Partner
Development Pool.

= Added a provision that for-profit business entities that participate in the Public-Private Partner
Development Pool will not be subject to corporate income tax associated with the segregation and
payment of withholding taxes to local government entities when such payment is made for the
purpose of infrastructure development.

In 2021, SB 587 expanded the definition of what qualifies as infrastructure as well as minor language
changes (effective November 1, 2021).

Historic Use of the Incentive

Since the inception of the program, $199.1 million has been awarded to 578 projects. With the introduction
of the Bounceback/OIEP program in 2020, the number of projects awarded funding dramatically increased
from 2020 — 2023. With the emergence of OIEP to fund smaller projects, the average award amount also

decreased, from $1.3 million in 2019 to $325,000 in 2022.

Table 2: Economic Development Pooled Finance Projects 2010 - 2023

Total Average
Year of Number of Funding Award
Award Projects Amount
($Mm) ($K)
2010 2 $35.0 $17,500
2011 0 - -
2012 3 $13.4 $4,467
2013 7 $25.3 $3,607

5 Oklahoma Department of Commerce, “P3 Pooled Finance Program,” accessed electronically at
https://www.okcommerce.gov/community-development/local-governments-edos/community-incentives/p3-pooled-

finance-program/
6 There were also minor additions to the statute in this bill naming qualified military installations.
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Total Average
Year of Number of Award

Award Projects Funding Amount
($M) ($K)

2014 3 $8.5 $2,833
2015 3 $7.0 $2,333
2016 2 $3.5 $1,750
2017 0 - -
2018 3 $5.1 $1,700
2019 3 $4.0 $1,333
2020 76 $11.9 $157
2021 113 $10.2 $91
2022 159 $51.6 $325
2023 YTD 204 $23.6 $116
Total 578 $199.1 $345

Source: Oklahoma Department of Commerce

Since 2010, the Economic Development Pooled Finance Program has funded projects that were expected
to create a total of 31,974 new jobs and retain 50,716 jobs in the State of Oklahoma. The total payroll
associated with the new jobs totals $427.8 million.

Table 3: Economic Development Pooled Finance Project Detail

Year of Funding Capital Percentage Retained Average Total New
Award Awarded Investment of Capital Jobs New Jobs Wage of Payroll
($M) ($M) Investment New Jobs ($M)

2010 $35.0 $167.0 21.0% 2,685 150 $47,000 $7.1
2011 $0 - - - - - -
2012 $13.4 $209.2 6.4% 643 189 $50,124 $9.5
2013 $25.3 $190.0 13.3% 3,508 366 $58,095 $21.3
2014 $8.5 $54.1 15.7% 1,339 177 $36,576 $6.5
2015 $7.0 $132.5 5.3% 700 105 $63,681 $6.7
2016 $3.5 $83.4 4.2% 965 48 $63,582 $3.1
2017 $0 - - - - - -
2018 $5.1 $335.0 1.5% 2,400 234 $43,286 $10.1
2019 $4.0 $394.0 1.0% 209 3,011 $26,380 $79.4
2020 $28.0 $311.4 9.0% 8,237 581 $47,597 $27.7
2021 $10.2 $78.5 13.1% 6,204 838 $42,084 $35.3
2022 $69.6 $1,863.6 3.7% 22,978 3,249 $48,434 $157.4
2023 $24.2 $183.7 13.2% 13,532 1,476 $59,604 $88.0

Total $233.8 $4,002.2 5.8% 63,400 10,424 | $43,343.87 $451.8

Source: Oklahoma Department of Commerce

As of September 2023, $115 million is available in funding.
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Figure 2: Funding Awarded and Capital Investment by Program Option
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Incentive Administration

For economic development projects, the Department uses a scoring system that considers capital
investment by the for-profit entity, new direct jobs to be created by the entity, salary and wage payments
associated with new direct jobs, and the likelihood of additional business location decisions resulting from
the activity of the for-profit entity. In addition to assigning a score to the project, the Department evaluates
each project to determine whether it is a net benefit to the State, typically over a period of 3 to 5 years.
Only projects determined to be a net benefit for the state are permitted to receive program benefits.

The Department evaluates a project’s benefit to the State as the total direct and indirect benefits, net of
direct and indirect State costs. Statute defines the benefits and costs to be considered:

= Estimated Direct State Benefits — the tax revenues projected by the Department to accrue to the
State as a result of new direct jobs;

= Estimated Indirect State Benefits — the indirect new tax revenues projected by the Department to
accrue to the State, including, but not limited to, revenue generated from ancillary support jobs
directly related to the primary business;

= Estimated Direct State Costs — the costs projected by the Department to accrue to the State as a
result of new direct jobs. The costs include, but not be limited to, education, public health, public
safety, transportation services, other state services provided to new state residents.

= Estimated Indirect State Costs - the costs projected by the Department to accrue to the State as a

result of new indirect jobs. The costs include, but not be limited to, education, public health, public
safety, transportation services, other state services provided to new state residents.

Evaluation: Economic Development Pooled Finance 17



2

The for-profit entity applying for funding receives a letter of determination from the Department indicating
whether the project is approved. If approved, the entity will be permitted to have its withholding taxes
captured for the purposes of awarding cash payments from the Pool. The amount of net benefit provided
by the project, as calculated by the Department, determines the amount of the award for a qualifying
project.

In order to approve and prioritize infrastructure projects, the Department has developed a scoring system
with criteria based on the federal government’s criteria for administering the Community Development
Block Grant. Upon approval by the Department, the ODFA may disperse funds for the infrastructure
project.

Local governments participating in the program may levy a new tax or modify the purposes of an existing
levy in order to repay debt, if issued by ODFA. A question of whether to impose a new tax or modify the
purposes of an existing levy for this reason must be submitted to the voters of each county or municipality.
The question must be clearly worded and specify the type of tax, the tax rate, and its purpose. The ballot
must also clearly indicate the maximum maturity of the debt to be repaid. The participating local
governments are required to be financially responsible for repaying all debt issued by the ODFA in order to
finance a qualifying project.

Recipients of the Economic Development Pooled Finance Program benefits are prohibited from also
receiving benefits from the Quality Jobs or Investment Tax Credit programs.

Incentive Best Practices

Many aspects of the program design, administration, and implementation align with what are commonly
considered business incentives best practices.” While best practices will vary among different types of
incentives, the project team identifies the following features as ones that are useful for this program and
help ensure its value to the state:

= The program has specific eligibility criteria and specific types of firms/industries (targeted).

= The program has an application process (discretionary).

= The program leverages significant private capital.

= The incentive has a limited duration and not provided until requirements are met.

= |t provides customized assistance to small and medium sized existing businesses to help them grow or
become more productive.

Community Development Impact

As part of the evaluation, a member of the project team accompanied the Department on a series of
meetings with businesses who have been program award recipients. These included multiple meetings
over two days in the cities of Davis, Ardmore, Marietta, and Duncan. Discussions with these businesses
underscored some of the advantages of the OIEP. Most of the businesses are smaller businesses, and, in
smaller cities, these are often the backbone of the local economy. The following were observations from
those visits and discussions with award recipients:

»= The leverage for the program, in terms of private investment, is strong, as the $15 million in state
awards resulted in seven times that amount in private investment.

7 A discussion of business incentives best practices is included as Appendix C.
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= The businesses indicated that the state incentive was necessary for their capital investment. Many
(if not most) of the companies operate on a cash basis and do capital investments on a pay-go
basis. As it relates to the ‘but for’ test, there is pretty strong evidence that the capital investments
would not have been made without the state incentive.

= Some of the capital investments were necessary to allow the business to respond to changes in
the economy based on the impacts of the COVID-19 pandemic. For example, as labor shortages
developed, some of the investments allowed the company to substitute technology for labor.

= There is a legitimate concern that incentives for new businesses, particularly for those from out of
state, create a competitive disadvantage for other companies. However, this program targets
capital investments in existing businesses, and they are focused on improving overall productivity.

= The examples provided of capital investments identified tangible improvements in processes and
productivity, which should be value-adds for the state economy. As an example, one award
allowed a business to upgrade its electrical system, which allowed it to increase its ability to
produce and deliver its product.

Evaluation: Economic Development Pooled Finance 19
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Economic and Fiscal Impact

The methodology used to calculate the economic and fiscal impact can be found in Appendix A.

The economic and fiscal impact analysis is based on the total investment and new jobs created from the
projects that qualified companies to receive this incentive since 2018, shown in Table 4. This total

investment of $3,166,113,352 represents the private dollars that were spent for the qualifying projects.

Year of

Award

Table 4: Economic Development Pooled Finance Project Detail 2018 - 2023

Funding
Awarded
($M)

Capital
Investment

($Mm)

Percentage
of Capital
Investment

Retained
Jobs

New Jobs

Average Wage of New

Jobs

Total New
Payroll
($M)

2018 $5.1 $335.0 1.5% 2,400 234 $43,286 $10.1
2019 $4.0 $394.0 1.0% 209 3,011 $26,380 $79.4
2020 $28.0 $311.4 9.0% 8,237 581 $47,597 $27.7
2021 $10.2 $78.5 13.1% 6,204 838 $42,084 $35.3
2022 $69.6 $1,863.6 3.7% 22,978 3,249 $48,434 $157.4
2023 $24.2 $183.7 13.2% 13,532 1,476 $59,604 $88.0
Total $141.1 $3,166.1 4.5% 53,560 9,389 $42,370.61 $397.8

Source: Oklahoma Department of Commerce

The total economic output generated by the associated projects is $8.315 billion. The total jobs created are
36,084 with an associated $1.977 billion in labor income. Total tax revenue (including Federal, State, and
Local) from the projects associated with this incentive is $651.6 million, $172.1 million of which is
generated at the state level. Table 4 details the economic and fiscal impacts from the program.

Table 5: Economic Development Pooled Finance Economic and Fiscal Impact 2018-2023

Labor

Value

Economic

Impact Type

Employment

Income ($M)

Added ($M)

Output ($M)

State Tax
REEHE

($M)

Direct 9,389 $656 $1,083 $2,745 $48.3
Indirect 5,869 $309 $518 $1,112 $19.8
Induced 4,204 $206 $378 $701 $20.6
Total 19,462 $1,171 $1,978 $4,558 $88.7

Using the most recent five years of data, since 2018, $141.1 million in program awards has been granted.
The total economic output has been $2.754 billion. This is less than the $3.166 billion in capital investment
due to the economic leakage associated with retail development. The amount of state tax generated due
to new job creation is $88.7 million, resulting in $0.63 for every $1.00 program dollar spent. The retained
jobs reported by the Department were not included in the economic impact analysis for two reasons, one
there is little new economic impact generated because those jobs and wages already existed, and,
secondly, it is difficult to attribute how many jobs were directly retained due to the program. However,
these retained jobs do play a role in keeping the economy from contracting. Based on limited data

provided by program participants to the Department, the average wage of a retained job was $58,405,
compared to the average wage of a new job of $42,371. If even 15% of the retained jobs were due to a

direct impact from this incentive, then the program would more than break even at the state level. With the
investment made, it is expected the permanent jobs and long-term investments associated with the
projects will remain in place beyond 2022 and continue to generate positive economic and fiscal impacts.

Economic impacts shown in table 5 are estimated based on the total capital investment associated with

projects as well as new permanent jobs created. Retained jobs are equally important. Though, retained
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jobs do not expand the overall size of the economy by adding new wages and spending, they maintain the
overall size and health of the local economy.

In addition to the new jobs created, the capital investment activity exceeds $3.166 billion. A significant
portion of this investment represents construction activity. This activity also generates construction jobs
and has very substantial economic impact for the duration of the construction period. Construction related

impacts while temporary are additive on a one-time basis to the permanent impacts and increase the
overall value of the program.
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Benchmarking

For evaluation purposes, benchmarking provides information related to how peer states use and evaluate
similar incentives. At the outset, it should be understood that no states are ‘perfect peers’ — there will be
multiple differences in economic, demographic and political factors that will have to be considered in any
analysis; likewise, it is exceedingly rare that any two state incentive programs will be exactly the same.®
These benchmarking realities must be taken into consideration when making comparisons — and, for the
sake of brevity, the report will not continually re-make this point throughout the discussion.

The process of creating a comparison group for incentives typically begins with bordering states. This is
generally the starting point, because proximity often leads states to compete for the same regional
businesses or business/industry investments. Second, neighboring states often (but not always) have
similar economic, demographic or political structures that lend themselves to comparison.

Many states, including Oklahoma, offer private activity bonds or other methods of financing to economic
development projects. Similarly, many states, including Oklahoma with its Quality Jobs program,
encourage investment and job creation by offering tax credits or cash refunds connected to withholding
taxes generated by new activity. Oklahoma offers multiple opportunities for businesses and local
governments depending on the size of the project to be able to utilize this program. Other states have
similar programs that might capture just a part of what the Economic Development Pooled Finance
Program entails.

Peer State Incentives: Key Findings

The State of Vermont has a similar program to BEIP and OIEP, the Vermont Employment Growth
Incentive (VEGI). This program can provide a cash payment to businesses that have been authorized to
earn the incentive and who also meet performance requirements. Similar to the Economic Development
Pooled Finance program, the VEGI program also disburses cash payments from withholding taxes
collected from qualifying activities. In Vermont, the withholding taxes can come payroll, sales & use,
rooms & meals, transportation & fees, health care, unemployment insurance, corporate & individual, and
property taxes.

There are no specific restrictions on the type or size of the applicant, neither is there a minimum number of
jobs to be created. The following qualifications must be met to earn the incentive:

= The total estimated incremental tax revenues from all sources generated to the State by the
proposed economic activity exceeds the revenue costs of the activity to the State, including the
cost of the incentive;

=  The host municipality welcomes the new business and the proposed economic activity conforms to
applicable town and regional plans;

= The business is in compliance with State regulations and law