EcoNnoMIiC DEVELOPMENT
FOR CENTRAL OREGON

February 22, 2012

To: Legislative Members of the House Revenue Committee
Rep. Phil Barnhart, Co-Chair

Rep. Vicki Berger, Co-Chair

Rep. Jules Bailey, Co-Vice Chair

Rep. Katie Eyre Brewer, Co-Vice Chair

Rep. Cliff Bentz

Rep. Sara Gelser

Rep. Tobias Read

Rep. Matt Wand

Re: Support of SB 1558 — modifies scope of cost for certain economic development
projects that Oregon Business Development Department may finance with proceeds
of certain revenue bonds

Dear Representatives:

On behalf of Economic Development for Central Oregon (EDCO), I am writing to
encourage your support of SB 1558 which would allow Oregon companies to use the
proceeds from the sale of private activity bonds via conduit issue of Industrial Development
Revenue Bonds (IDRB’s), to be used for operating expenses associated with a capital asset,
and research and development. Unfortunately, I'm out of state today, so am unable to
present my testimony in person.

The primary goal of IDRB’s is to create employment by providing bonds for non-profit
organizations, exempting facilities, and offering lower cost tax exempt capital, typically for
value added manufacturing projects. Currently, bond proceeds can only be used for
purchase of land, construction of new facilities and purchase of related equipment for the
manufacturing process for an eligible company. SB1558 will update this decades-old statute
and provide greater flexibility in the use of proceeds to more closely match the financial
needs of high technology companies that are developing the next generation of products in
electronics, bioscience, renewable energy, software and other growing industries that are
traditionally heavily dependent on innovation and which hold a great deal of their assets as
intellectual property.

From an economic development perspective, SB 1558 is about keeping Oregon competitive
for projects that have a specific strategy to use conduit bond issue as a financing strategy.
New Jersey, Arizona and Washington are just a few examples of states that currently market
their ability to use bonds for R & D and working capital. This is the primary reason that
the Oregon Economic Development Association (OEDA) has made SB 1558 a part of
its agenda for the short 2012 legislative session.
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For the past six months, EDCO has been working with a private company who is interested
in a Central Oregon location to establish their operations. The company has an experienced
investor in place that is willing to purchase up to $80 million in taxable private activity bonds
issued by the company. But Oregon’s statues will not allow a conduit issue through the State
to be used for working capital and R & D, which is a “deal killer” for its further
consideration of Oregon, including our region, as a place to invest, grow and pay taxes.

You may have questions about why the company would not simply issue the bonds
themselves, since there is to tax advantage provided by the conduit issue. The reason stems
from the ease of being able to season the bonds in the secondary market. As part of the
conduit issue, the State - via the Business Oregon Development Department and contracted
bond counsel — will perform some level of due diligence on the issue. This “second set of
eyes” on the issue makes the bonds more saleable on the secondary market. While
precipitated by this particular project, passage of SB 1558 will enable other companies, both
new and existing, to better utilize IRDBs as a financing tool for growth and job creation.

SB 1558 is at the top of our organization’s wish list for the 2012 session. Current
unemployment rates in the tri-county area vary from 12% to 15.3%, which are down from a
peak of nearly 20%. That equates to more than 15,000 people that are looking for jobs and
can’t find them. When provided the opportunity to help remedy this unacceptable situation
with legislation that costs the state nothing and places Oregon at no legal or financial risk,
we must act.

Given the very short time left in the 2012 Session, please quickly pass this bill. It was passed
unanimously by the Senate and may be one of the few pieces of legislation that can have an
immediate impact on job creation and noticeable reduction of our high unemployment rates.

Should you have any questions about our support or this testimony, please don’t hesitate to
contact us.

Sincerely,

A

Roger J. Lee
Executive Director

cC: Sen. Chris Telfer
Sen. Ted Ferrioli
Sen. Doug Whitsett
Rep. Mike McLane
Rep. Jason Conger
Rep. John Huffman
Rep. Gene Whisnant

EDCO = 109 NW Greenwood Avenue, Suite 102= Bend, OR 97701 = 800-342-4135 = www.edcoinfo.com




EDCO Boatrd of Directors:

Katherine Tank, Partner; Schwabe, Williamson & Wyatt, P.C.

Greg Lambert, President, Mid Oregon Personnel Services, Inc.

Bill Anderson, President & CEO, Mid Oregon Federal Credit Union
Amy Tykeson, Owner and CEO, BendBroadband

Angela Jacobson, Business Manager, Pacific Power

Wes Price, Partner; Harrigan, Price Fronk & Co. LLP, CPA’s

Doug Ertner, Senior Account Executive, Central Electric Cooperative
Darren Powderly, Partner, Compass Commercial Real Estate Services
Lorie Harris Hancock, Principal, Harris Hancock Attorney at Law
Melanie Widmer, President, Madras Sanitary Service

David Asson, Councilor, City of Sisters

Mark Beardsley, Sr. Business Relationship Manager, Wells Fargo

Joe Centanni, Partner, Integrity First Financial

Margie Dawson, Councilor, City of Redmond

Wayne Fording, Commissioner, Jefferson County

Steve Forrester, City Manager, City of Prineville

Tom Greene, Councilor, City of Bend

Andy High, VP of Government Affairs, Central Oregon Builder’s Association
Becky Johnson, Vice President, OSU Cascades

Doug Lofting, Vice President, Shielding International

Mike Malmgquist, Senior Lending & Region Manager, US Bank

Matthew McCoy, VP for Administration, Central Oregon Community College
Kathy Ragsdale, CEO, Central Oregon Association of Realtors

Scott Ramsay, Councilor, City of Bend

Kirk Schueler, Chief Administrative Officer, St. Charles Medical Center
Lee Smith, Executive Director, L.a Pine Industrial Group

Alan Van Vliet, Sr. Director Construction & Development, North View Hotel Group
Sean Watt, Market President, Home Federal Bank

Greg Hagfors, CEO, Bend Memorial Clinic

Susan Reed, Vice President & General Manager, CenturyLink

Steve Hultberg, Attorney, Ball Janik, LLP

Alana Hughson, Executive Director, Central Oregon Visitor’s Association
Jason McKibbin, Chief Operating Officer, MediSISS
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