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Oregon SB 817 creates the Oregon Low income Community Jobs initiative, This initiative would provide
;anincomeand corporate excise tax credit for qua!;t" ed equ:ty investments in busmesses located inlow-
income communlties The tax credit equals 39 percent of the quahf ed equuty mvestment taken'over

‘Respanses to Questions for Policy Committees

OREGON LOW INCOME COMMUNITY JOBS INITIATIVE: A proven economic development tool that will
attract hundreds of mslhons of dollafsin private capital to the state’s low-income communities, fostering
‘szl business growth and job creation,

» ‘Whatisthe ublic policy purpose of this credit? Is there an expected tinielirie for schieving
this goal?

o Provides operating and growth capitat to small businesses located in fowsinicome
comminities.

o Provides flexible caprtal and-low interest foans to: small businesses; ‘e‘n'ablirig' econcmlc
growth and jﬂb creation

o Allows Oregon to more ably compete with other states for federal funds

o - Leveragesfederal dollars asit attracts huridreds of millions in: federal New: Markets
mvestments

Timeling:

O investments will be made within the first year ofy program Kick off and cred:ts are
--delayed to ailow for ecofiomic impact to acérue

Q -Seven-year ttme!me. the tax credit equais 39% of quahﬁed equityinvestment taken over
-.seven.years, no credit is allowed inthe fi rst two yearsafterthe inftial mvestment

: g time for these investmentsto getierate jobs and state tax revenue: before the

eredit takes effect. Year 3=7%; Years 4 ‘through 7=8%.

s  Wholgroups of: mdswduals, types of orgamzatmns or businesses) directly benefits from this
credit?

o Stateof Oregan gams a Iarger share of: federai' New Markets Tax Credit investments, as

We ' _ e o YErowing companies

&. _Smalt _‘usmesses i :Iow ancome communities benefit from investrent dolfars, allowing
business expansion, empiavee retention, and new hiring

o Local employees benefit from job creation
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o Banks making loans to thesé companies benefit from a decreased risk profile for the
smalt businesses

0 Apphcams (mvestment funds) benefit fmm potentlal interestincome. at the end of the
loan if successful

o] 'Neughborhnods benefit from the éxpansion of. goods.and services offered inlow income
communities

What is expected to happen if this credit fully sunsets? Could adequiate results be achieved

‘with a scaled down version of the credit? What would be the effect of reducing the credit by
50%?

o The program has'a builtin sunsét, there is only ohe rcund of credtts available for
aliocation and no renewal: provision

© Régarding reduction in credit, this would risk the credit not being meaningful enough to
alter. behavmr and-only reward activity that-was already. pianned ‘Seven states.aré at
39% or higher or are at 25% front loaded. One staté is conmdermg a'100% match,

other states?

o Thereisavolume of information. showmg that this type of program constitutes best
;:ractlces and iures addttional federa! money,

OH MQ FL KY- } K MS LA} have adopted thxs model 1o mcentmze

c: it -ifor businesse and commun“ 'y-nmprovmg
.deveiopments and more mvestment capltal ﬂOng into ‘their states. A number of

mtllton in indmdua! mcome taxes This hew revenue wiIE contmue annuaify for the state
as long as the businesses arein nperat#on

2} Highly papular program: A repo
2010) notes that demand for NM
requested a total of $20;
than 7 times credit ava:iabihty
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3} Highly effective atjob creation; NMTC Coalition report estimates that NMTC-funded
projects have created or retained up to 500; 000 jobs, &t  cost to the federal
government of le 's.:than $12,000 per job

4) -Bi:partisan solution: support for these programs comes from both sides of the aisle

because it is effective

» Isthe use of a tax credit an effective and efficient way to achieve th|s policy goal?.

o Thistype of credit has been shown to be a highly effective means of dnvmg private
investment doflars itto Underserved communities and achiéving the pohcy goals
outlined above

‘6 The federal New Markets prograrm was enacted ten years ago through bipartisan
tegislation. NMTC has an excellent track recerd of successfully encouraging prwate
capntal mvestment into businesses in nieed of capitai to create, grow and preserve jobs,
and improve communltses

o "The federa[ governmertt estsmates that the New Markets program has 'ehcbt.’:raged

'decade

o 'Gverslght Credits are only avaliab!e o those entities that have secured federal credits
throuigh a thorough vetting process administered bv the U5 Treasury; the state
benefits from federal regutation and auditing of the program

o Program includes mandated annuai reporting réquirement of jobs created, salaries and -
bensfits offeredto Oregon employees.

* What other ancentwes {mcludmg state oriocal subsidies, federal tax expendltures or
subsid:es} are’ avallabie that attempt to achieve a similar pohcv goal?

o This program is’ modeled after the award«winnmg federal NMTC program, which works
in tandem with state program to-enhance and intensify: the béneficial impacts
Currently there is.no similar incentive at the state level, which means Oregan-is losing:
out on-millions of dollars of. prwate investment.

* Could this credi |t be modified 1o make it more efféctive and/m' efficient? lf so, how?

o This bilf represents: best practices of the states. turrently using. the model and benefits
from their 6 years of experience.
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» Inthe case of multiple credit extension hilis assugned to your commnttee, how do they rank in
terms of effectiveness and eff'ctency? Why? s j more effectlve to ma tam one credit at |ts
current level and eliminate others ar proportionateiv reddce more. than one cred:t?

©  Asnoted, state-level New Markets Development programs have been shown to be
highly effectwe and efficient in the jurisdictions where they operate. These programs
drive additionai private capital into states and allow them 1o receive a Jarger than
‘proportional share of federal credits.
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