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Ponca City Development Authority
Economic Development Activities:
1994-2007

Introduction

This report assesses the overall impact of theaunandevelopment efforts of the Ponca City
Development Authority (PCDA) on the Ponca City aeeanomy since 1994. The City has
pursued an organized effort to stimulate job groaritd business development in the regional
economy since 1994 and has used a dedicated lealand use tax as the primary mechanism

to fund these initiatives.

This study is also part of PCDA’s ongoing effortutge economic analysis to evaluate their
activities and serves as an update to two eatlieliess evaluating economic development
activities in the 1994-1998 and the 1998-2003 misto While this report provides a
comprehensive view of all PCDA activities since 49 places greater emphasis on the
discussion of development activities since 2004thrdesulting economic impadts.

As detailed in the report, PCDA has engaged imytimrajor economic development projects
since 1994. The projects include the attractioRdaca City of two large employers in 1995 and
approximately twenty additional smaller employdm®tigh 2007. Incentives were also provided
to four local firms to aid their expansion plariarms attracted to the region by PCDA since
1994 are currently employing 1,100 workers and pgginnual wages of $27 million. In total,
firms receiving incentives have paid a total of @2illion in compensation to local workers
since 1995, and sixteen of the twenty-one firmsetied to the region since 1995 are still
operating in the region, including the two largestployers.

Since 2004, PCDA has shifted its emphasis to tinection of higher-wage technology oriented
manufacturing and services firms. The new focusigng a visible impact on the labor force as

the average wage for jobs created under incengjxeeaents has increased rapidly. Jobs

! See: Mark C. Snead, Oklahoma State University, $898, “Ponca City Development Authority (PCDA)
Economic Development Activities: 1994-1998.” andrkI&€. Snead, Oklahoma State University, July 20B8nca
City Development Authority (PCDA) Economic Developnt Activities: 1994-2003.”

2 Because the current report is an extension ofvibeprior reports, the three should be evaluatéttljo
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created since 2004 have an average annual wage 2P, more than double that of firms
arriving in 1995 and 1996, and 40 percent aboveviges paid by firms attracted between 1997
and 2003. Itis also more than 28 percent aboxy@vlerage wage and salary income in the
Ponca City micropolitan area.

Included in the remaining sections of the repostdetails of each economic development
project, an accounting of the sources and use e@omic development funds, an assessment

of the spillover economic impacts to the regior@reomy, and an overall cost-benefit analysis.

Local Economic Development Strategy (1994-2007)

Since 1994, Ponca City has pursued a proactives@actured approach to local economic
development. The process was triggered when gtgnif downsizing by CONOCO in 1993
demonstrated the vulnerability of the local econdamiziring swings at the city’s largest
employer. Workforce reductions totaling approxiematl,400 and a reduction in annual payroll
at the facility of $40 million precipitated an e@nic slowdown at the city and county levels in
1993 and 1994. The county jobless rate spirald®88 from a well-below national average 6
percent to nearly 12 percent, and unemployment eosgtion claims increased to more than
double 1991-92 levels.

The passage of the dedicated economic developrakest and use tax in 1994 was the critical
step in securing a reliable funding source foraating firms to fill the gap in City economic
activity left by the downsizing. The developmentigy pursued by the City immediately
following passage of the initial sales tax reliehwly upon the attraction of large employers
seeking to relocate or open a new facility. Tlhupraach brought two large firms, Tyson
(initially Thorn Apple Valley) and Sykes, to thegien employing a combined 1,000 workers on

average since starting local operations in Pontai€il995.

The new jobs created by the two initial large empts successfully stemmed any downward
economic momentum and prevented the shrinkagesdfithh below the capacity of the
infrastructure already in place. The city woulcly be much smaller today without the
aggressive efforts to stimulate business activitthe 1994 to 1996 period. It is well known that

tremendous economic inefficiencies tend to occuaitsess decline in size. The inability to



maintain unneeded infrastructure, school systertis aviootprint larger than necessary to serve
the population, a declining tax base, and otharfphsymptoms of shrinking cities hinder the

provision of public services in cities with a deatig population and job base.

Even though the new jobs were welcome additioiekeéacommunity, the relatively low wages
paid at both employers were not positively impagtnerage incomes in the region. This
prompted a shift in focus to value added manufactuand service firms as well as efforts to
assist existing local employers with expansion glaAfter 1995, PCDA began to target firms
paying higher average wages and requiring workera i more skilled segment of the labor
force. Incentives were provided to more than aeeddirms between 1995 and 2002, including

firms relocating to the area and several succekstal firms.

The city was on a steady growth path and poisegtall time highs in employment when dealt
another economic shock in late 2002. The merg&@Q@IKNOCO with Phillips Petroleum in 2002
resulted in another round of significant local mlis and precipitated a two-year contraction in
the local economy. The state economy was alraathei early stages of a severe recession in

2002, which placed further pressure on the locahemy.

Significant changes were made to the PCDA econdenelopment framework following the
second downsizing episode. On July 1, 2003, PCD#&neeonstituted as a Public Trust to
benefit Ponca City and given the sole responsjilitstimulating job and business growth in the
local economy. David Myers, the current econongieelopment director, was hired by PCDA
in July 2003 to oversee the implementation of tee approach and to implement a transition in
strategy to pursuing high-wage, high-skill manufiaicty and technology-oriented services jobs

that pay above the regional average wage rate.

Since the transition, PCDA has provided incenttgesiore than a dozen firms. The employers
attracted to the region are largely technologyrdad services and manufacturing firms that pay
above local average wages. The role of incentiaaschanged as well by targeting the specific
need of the firm, whether it is job training, redion expense, building construction, lease
subsidy, or other needs. The use of incentivesalsaschanged in order to reduce the risk to
PCDA of nonperformance by firms receiving incensivéVhen substantial incentives are
provided, the agreements have either payback pomégdied to wage and hiring requirements or
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other performance measures. For example, PCDAdvastructed two buildings for lease which

have required lease payments and pre-negotiatecefptirchase prices.

PCDA has received considerable recognition fop&§ormance and was recently awarded the
Oklahoma Department of Commerce’s 2007 Businessiisipn Program of the Year, the only
award given to an economic development organizatidhe state of Oklahoma in 2007. The
International Economic Development Council (IED®psawarded PCDA, Oklahoma State
University, and ConocoPhillips the Partnershiphef Year award for the University
Multispectral Laboratories (UML) project, recogmgithe role of cooperation among municipal

government, higher education, and private industidriving local economic development

Dedicated Economic Development Sales and Use Tax

In January 1994, City voters approved a PCDA-spatscequest for a ten-year, 1/2-cent
increase in the local sales and use tax, earmatkengdditional tax revenue to fund efforts to
attract new industry to the area and to aid theesgion of existing industry. The rate increase
went into effect February 1994 and was subsequertnded by the voters of Ponca City in

October, 2003. The current sales tax measuré {e se

expire on January 31, 2009 unless extended byszoter#$ % & " #(
2
_ _ ) & #( | #( #(
Since 1994, the dedicated sales and use tax h&ISES | yo, |« -l (IS
the primary funding mechanism for local economic ;3 3;2;;?‘(‘52& Q)ZS_'/ §I’f‘((‘,$
o , . £ A+ 0-.+$&| ).+0".-
development initiatives. The City of Ponca Cityiects g g;)(: Ji .o__;i ;_;, _)($)
: y*x | ).+0/0% "$$ | ).$$0./8+
the funds and disburses them to PCDA on a monthly | g«( | ).$)+.+- '€)& | ).$*0.$'%
: : . &) | ).0/%.+$ o+l | )I+(I&
basis. The tax is currently producing more tha@$1 | g(& | ).0).&(& Neo | )Ise.&
. _ , &(- | ).0&.0/+ +.80(| ).N&*+
million annually in economic development funds, &md| &+ | ).0)-.$&) 0.1y ).0'$.&-*
. &($ | ).0-+.$$0 N.$I& | ).0(0.)&/
date has generated more than $22 million for use by | &(©0 | )./$&. $0( /)00 [ ).-*/&0
. e . : & | ).Ir.-0 ‘&'($ | ).'0).)%)
PCDA in providing incentives for firms to locate or 1 Ly | @00 | &gt (

expand in Ponca City. Actual calendar year tarips
through 2007 are shown in Table 1.



Local tax collections have increased at a 2.3 pe¢r@enual rate in the January 1995 to
December 2007 period. Ponca City’s role

as the retail hub of north central Figure 1.
Oklahoma has served to make sales and
use tax receipts a relatively stable source
of funding for City economic
development initiatives (see Figure 1).
The Ponca City retail sector provides the
equivalent in taxable goods and services
necessary to serve an estimated 6,000
persons living outside the City limits.
Total annual revenue generated through the tasteaslily increased from approximately $1.4

million in 1994 to nearly $1.9 million in 2007.



Economic Development Projects and Firms Receivingitentives

Through 2007, PCDA has used dedicated sales tae@ds to fund thirty projects including two
major employers and has provided smaller incentivesore than two dozen firms. The
incentives include cash job credits, lease subsidienstruction assistance, job credits toward
land purchases and lease agreements, assistahdenartcing arrangements, and infrastructure
improvements. The largest incentives were uséldari994 to 1996 period in the form of cash
assistance and accrued to two large employers,adudipating the creation of more than 500

jobs.

A brief description of each project undertaken gsncentives funded through the dedicated

sales and use tax along with an update of thetsestibach project to date follows:

1. Thorn Apple Valley / Tysonmeat processing

In 1995, Thorn Apple Valley (TAV) received the iaitCity incentive offering funded through
the dedicated economic development tax. The in@package included a $6.5 million cash
job credit and a $250,000, 42-acre tract in th@@yir Industrial Park. The size of the incentive
package reflects the significant long-term econamijgact expected from the introduction of a
modern food processing facility of this size inte tocal economy. TAV anticipated the creation
of 650 new jobs - 100 jobs in 1995, 300 jobs in@,9%0 jobs in 1997, and 100 jobs in 1998.
The job credit was based on average employmer@®full-time equivalent workers each year
for the ten years beginning March 1996. If thertgrobjective was not met, the cash incentives
were to be repaid in proportion to the shortfalaatual hiring. Production wages were expected
to average $8 per hour plus comprehensive benefits.

Processing operations commenced in October 199bpMnt construction expenditures totaling
$52 million. Employment at the plant averaged R#3 in the startup year of 1995, and
averaged 520 jobs in the 1996 to 2007 period. pléeat currently employs approximately 600
production workers with average production wagesofe than $11/hour. Total annual payroll
has averaged more than $11.0 million annually sirf@@6, with current annual payroll at the

facility exceeding $13.1 million.



The hiring levels at the facility have satisfie@ tiequirements of the job credit agreement, which
expired in February 2006. The remaining balanctheroriginal bond issue was refinanced for
a two-year period in October 2001 to take advantddewer interest rates and was paid in full

in October 2003. The note for the purchase of lartle Industrial Park has been paid in full.
The processing plant has since changed ownerskiplBP purchasing the plant from TAV in
1999, and Tyson Foods acquiring IBP in 2001.

Tyson continues to be the City’s largest utilitystamer, remitting nearly $21 million in power,
water, wastewater, and solid waste user fees smoenencing operations, and averaging more
than $2 million in utility payments annually sin2@03. Taxable purchases from local vendors,
merchants, and contractors have averaged $500r00@H#y since 1996. Tyson/TAV has
satisfied all requirements under the initial incemtagreement.

Tyson received an additional $225,000 incentived@4 for the purchase and relocation of a
house to the grounds of the plant for use in heaithwellness training. Tyson also planned to
add a new production line to the facility and irage hiring by 115 workers. The hiring targets

for the incentive were satisfied in full in 2007.

2. Sykes Enterprisesoutsource customer management solutions

In 1995, Sykes received the second major incepaokage funded by the economic
development sales tax. The local incentive packagsisted of a $1.5 million cash incentive
and a 6-acre section of a newly acquired $30,004cte tract (Westminister site) west of the
Airport. Sykes anticipated the creation of 500-&@@ customer support jobs with an annual
payroll of approximately $6.5 million. The castypeent was used to offset a portion of the
construction costs for a 42,000 square foot sthtlkeoart customer service facility costing more
than $5 million. No major capital improvements beg street access and basic utility
connections were required in the Park to accomneathat structure, with grants covering a large

portion of the cost.

In October 1995, Sykes completed construction efahilding in the Industrial Park and began
operations. Employment was 250 jobs in the stayagy of 1995, and has averaged 445 jobs
with payroll averaging approximately $7.0 millionraually in the 1996 to 2007 period.



Employment declined to approximately 250 worker007. An additional incentive of $4,500
was provided to Sykes in September 2007 in orderitg the building into ADA compliance.

Sykes has paid City utility user fees of approxieha$100,000 annually, and taxable purchases
from local vendors and merchants have averaged,@0@er year. In January 1999, the loan
used to fund the incentive agreement was refinafarea term of three years and the reserve

account was returned to the PCDA operating accotihé note was paid in full in January 2002.

3. Unitherm- manufacturer of specialty food processing eqeipim

Unitherm received incentives in 1995 in the formatf credits toward the lease/purchase of land
and a building in the Industrial Park. The CityM@lpment Authority acquired the property for
$350,000 and performed building improvements totp$$100,000. The lease agreement is
based on Unitherm employing an average of 70 fimktequivalent workers annually beginning
March 1998. In the event the hiring target ismet, cash lease payments are required in
proportion to the shortfall in actual hiring. Timeentive package was financed as a component
of a 7-year, $2 million bank note used to fund kbt Sykes and Unitherm incentive
agreements. The note proceeds were used to coaipehe City for the $350,000 cost of

acquiring the property.

Unitherm occupied the facility in April 1995, avgmag 18 full-time employees in the startup
year. Actual employment averaged 26 workers witlarnual payroll of $825,000 in the 1996
to 2000 period, but did not reach the level spedifn the lease agreement. Because of the
hiring shortfall, Unitherm made rentals paymentghi® City totaling $46,740 in 2000 and early
2001. Utility user fees paid by the firm avera§22,000 annually in the period of operation.
Unitherm ceased operations in June 2001 and retuungtody of the building to the City. The
building was subsequently sold in early 2002 to Miderica Door for $300,000. Costs related
to the sale for an environmental study and cleaatgled $30,000.

4. Encompass Toelwindow molds and aviation components

Encompass acquired a manufacturing site west d€ityeand commenced operations in March
1995. The City pledged a 133-acre tract of lanoWkmas the ‘Whirlpool Site’ as collateral for a



line of credit that was paid in full in Februaryd® Encompass has employed 25-45 workers

annually since 1995 with annual payroll averagiegrty $1 million.

Encompass received a second incentive packageei@087 to provide for added space to
accommodate expansion plans. PCDA provided fuodihé construction of a $1.3
manufacturing facility that is to be repaid throwmfi-year lease with monthly lease payments of
$6,900. Encompass can purchase the building fdr2%1500 at the end of the lease. Ownership
of the land is tied to an employment agreement athyeEncompass is expected to employ 25
workers within one year and maintain an averaggbofiorkers for six additional years.

5. USA Bottling- specialty beverage bottling

In 1997, USA received a job credit of 4 percenamfiual payroll toward the purchase of a
$45,000, 3-acre tract in the Industrial Park, vaithoption to buy 2 additional acres at $30,000
(subject to the same job credit provisions). USAstructed a 5,600 square foot building and
began operations in July 1997. Street improvemaritse Industrial Park were necessary in
order to provide adequate access to the structutte a State of Oklahoma block grant covering

the costs of the improvements.

USA maintained bottling operations for approximgtelur years but ceased operations in 2001.
USA employed as many as 18 workers, with wages tveperiod of operation totaling more
than $430,000. The job credit earned toward pweled the building totaled $17,275. USA
subsequently sold the building to Residential Coggiscussed below) who assumed the
remaining balance on the note secured by the laddhald by the City. Residential Copper
closed in 2004 and sold the facility to Pickens €Ldting.

6. Centerline precision spindle manufacturing

Centerline expanded its existing operations in Bddity and received a job credit equal to 4
percent of annual payroll toward the purchase #E)h000, 3.6-acre tract in the Industrial Park.
A new manufacturing facility was constructed at site, with operations commencing May
1997. The firm employs precision machinists, widiges for experienced workers reaching
$20/hour. Centerline is an export industry withpg@scent of the firm’s output sold outside of

Oklahoma. The job credit agreement toward thehmge of the land has been fulfilled.



The City also entered a link deposit incentive agrent for a $120,000 loan on behalf of
Centerline in 2000. The cost of the incentive B@ercent reduction in the interest rate received
on City deposits. Employment has more than doufoted 10 to 25 workers since the
expansion, with average annual wages of more tBar080.

7. D&M Distribution - logistics and distribution specialists

In 1998, D&M constructed a distribution warehouséhe Industrial Park and planned to hire
20-22 employees with an average annual payrold6D300-450,000/year. City-provided
incentives were in the form of a job credit equadltpercent of annual payroll toward the
purchase of 6 acres in the Industrial Park valuekl @,000/acre. Street improvements totaling
$163,120 were completed, with a grant covering mafdhe cost. Construction of a $1.5
million, 70,000-square-foot warehouse facility veasnpleted in late 1998. The firm currently
maintains over 425,000 square feet of warehouseespih locations in Oklahoma City, Tulsa,
Ponca City, and Stillwater. D&M has averaged neaélyobs and annual payroll of more than
$450,000 in the 1999 to 2007 period.

8. Mertz- custom manufacturing

In 2000, the City entered into a link deposit incemagreement on behalf of Mertz, Inc., one of
the City’s existing major employers. The agreenpgavided for a $207,063 equipment-
financing loan, with the cost of the incentive ddoaa 2 percent reduction in the interest rate

received on City deposits.

Since 2004, PCDA has provided two other small itiges to Mertz in anticipation of planned
job expansions. In 2004, a $160,000 roofing imprognt was made to an existing facility to
accommodate a planned expansion of 66 new job200id, a traffic light with a cost of
$100,000 was provided to assist with a planned &ifllibon expansion of Mertz’s local facilities
with an expectation of adding 60 additional jobs.

9. Advanced Academicsdistance learning

Advanced Academics formed as a startup compan@00 2pecializing in the provision of on-
line learning for secondary school students. Thyg @ovided $6,000 in incentives for the

purchase of a phone system. The company emplayasierage of ten workers with annual pay

10



of $41,000 over an 18-month period. The compatgaguently relocated to the Oklahoma City
area in 2001.

10. Mid-America Door residential and commercial garage door manufegiu

In early 2002, Mid-America received 3 months oftrae use of the building in the City
industrial park vacated by Unitherm. Mid-Ameriadbsequently purchased the building from
the City for $300,000 with plans to invest $1 naitliin new equipment and to hire 20 additional
employees upon full operation of the building. Tine is a long-time City manufacturer and
has expanded from 135 workers with payroll of $8ilion in 1999 to its current level of 175

workers with annual payroll of nearly $5 million.

11. ConocoPhillips carbon fiber manufacturing (Cevolution)

ConocoPhillips formed the carbon fibers unit in @ity in January 2000, and in July 2002
completed construction of a $125 million productfaaility to produce carbon fibers for use in a
broad range of potential commercial applicatiombe City agreed to provide water and
wastewater and rail line extensions to the faciliunding was provided through a CDBG grant
for $100,000 coupled with a $380,000 interest-foam, as well as an $830,000 US Department
of Commerce grant. In February 2003, before tag sf production, ConocoPhillips announced
the shutdown of the plant. Company officials @itecombination of “market, operating, and
technology uncertainties” in shutting down the pobj The 175 employees associated with the

project received $8.5 million in payroll during teartup phase.

12. Big Sky Airline- air transportation services

Beginning June 2000, Big Sky Airline provided datlynmercial flight service at the Municipal
Airport under the federal Essential Air Service @Arogram. Administered by the U.S.
Department of Transportation (DOT), the EAS prosidabsidized air service to small
communities that otherwise would not have accesise@lobal transportation system. The City
provided incentives in the form of $78,000 in imggEments to an existing City hangar at the
Municipal Airport, which Big Sky agreed to leasBig Sky employed five workers before
discontinuing operations in June 2002, as Phoeaseth Mesa Air Group Inc. was awarded the

new contract to serve the local market.
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13. ConocoPhillips Gas-to-Liquids Demonstration Plant

In the summer of 2001, ConocoPhillips broke groand $75 million gas-to-liquids (GTL)
demonstration plant designed to showcase the coamheapability of the company’s

proprietary technology for converting stranded redtgas into a sulfur-free middle distillate,

such as diesel fuel. A research team of 80 sesisrdind engineers based in Ponca City designed,
manufactured and tested over 5,000 catalysts &06GfAL processes. The demonstration plant
was completed in 2003 and subsequently closedd6.2City incentives provided for water and

wastewater line extensions, pipeline relocatiow, @@adway grading.

14. Residential Coppercustom copper products

In 2001, Residential Copper purchased the buildirthe City industrial park previously owned
and occupied by USA bottling. Residential Cops=uaned the existing note held by the City
based on the remaining payroll credit ($27,725r=d@atoward the purchase of the property
equal to 4 percent of payroll over a ten-year gkriResidential Copper employed an average of
8-10 workers earning an average wage of $14 parlthefore closing operations in 2004 and

selling the property to Pickens Consulting.

15. Pioneer Environmental Labgnvironmental testing services

Pioneer was formed as an incubator company indlheff2002 to provide water quality analysis
and consulting services (1 new job created). TityepEovided approximately $5,000 in
incentives for the purchase of equipment. Pioongerated for two years with one employee

before closing in 2004.

16. Custom Mechanical Equipment (CMEgpecialized HVAC equipment

CME relocated its manufacturing operation from Wisgin to Ponca City in the second half of
2003. The incentive package included a paymenpdd $1.0 million toward the construction
cost of a building in the Industrial Park, and ge&r job credit equal to 4 percent of annual
payroll toward the purchase of an $110,000, 6.8-fracct in the Park. The City paid for all

utility connections and agreed to pay up to $2500®0ve-related transportation costs and up
to $10,000 of architect fees. In return, CME haslenrental payments to the City in the amount
of $6,000 per month since October 2003 and holdspéion to purchase the building for
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$776,112 at the end of the lease term. Hiringeeted to total 25 jobs at startup, increasing to
50 at full operation in the third year. Averageges are expected to be $32,000 per year plus
benefits. Additional building improvements weredaan 2004 totaling $400,000. The
improvements are tied to the lease agreement guireeCME to maintain an average of 50

jobs.

17. HelpMySchool.net software for the management of K-12 school tetdgo

HelpMySchool.net is a local startup software depelient firm specializing in facilities
management software for the elementary and secpsdhool market. In January 2004, PCDA
provided a small incentive in the form of a leasksidy to the firm totaling $600 per month for

six months. The firm agreed to employ four workarghe time of startup.

18. Wave Technologiessoftware development, telecommunications, infron technology,

document conversion, and remote data storage

Beginning in 2004, Wave Technologies, a Departroétefense subcontractor, received a lease
subsidy in the amount of $2,000 per year for tlyess in the Bank of the West Building. The
agreement required Wave to employ ten workers aivarage wage of $20 per hour. The firm
averaged seven local workers at an average wag@4gber hour before ceasing local operations
in 2007.

19. Shell Building (Bob}- shell building for later build-out

In 2004, PCDA constructed a 34,000 square feet bhidling (project name Bob) on PCDA-
owned land in the Airport Industrial Park for laterild-out by a potential prospect. The initial
construction cost was $495,000 and was fundedllibyuPCDA. A parking lot was installed in
2007 at a cost of $145,000. PCDA also installe¢b$100 of water and sewer lines in the park
in 2007 to prepare the shell building and four otiearby parcels for later development. The
annual maintenance cost for the property and tiidibg has averaged $7,000.

In early 2008, PCDA entered into a long-term leageement with Colorado-based Continental

Technologies, LLC to occupy the shell building gmdpare it for use as a fabrication and
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production facility. Continental Technologies dgs, fabricates, and installs bench-scale and

larger pilot plants for the petrochemical, refinimgd chemicals industries.

PCDA has since agreed to install three overheadsdpartial electrical preparation, a 12,000
square foot floor, and other miscellaneous imprameis at a total cost of $112,000. PCDA
received a temporary certificate of occupancy ¢ffedMay 1, 2008. Continental is initially
leasing the building on a temporary basis for $a,06r month plus utilities. The incentive
agreement requires PCDA to complete improvementsetduilding over the next 18 months
and requires Continental to lease the entire mgldonce completed, at an annual lease rate
equal to 6 percent of the total construction cweti(ding the original cost of the shell building).
The agreement further requires Continental to rmair25 employees or pay a lease payment
penalty. Because the building is not yet occupoegbroduction at the time of this report, only
the initial construction cost of the shell buildirsgncluded in the sources and uses statement,

while subsequent costs and expected future leasenm received by PCDA are excluded.

20. Quarter Turn Resourcesustom valve distribution

In 2004, PCDA provided Quarter Turn with $30,000unding for the renovation of offices to
accommodate the startup’s move into a new facilitiie firm is a distributor and manufacturer
of large-scale valves for the oil and gas indus@uarter Turn currently employs 30 workers

with an average annual salary of $50,000.

21. Enviroshield environmental protection equipment (oil fieldllsprevention)

PCDA provided $15,000 in incentives to Enviroshiel@004 to fund relocation costs from
Yuma, Arizona and renovation costs at a PCDA-le&sglding. The firm provided an average

of 5 jobs for three years at an average wage ofpgthour before closing operations in 2007.

22. Pioneer Equipment Rental & Supplgquipment rental

In 2004, PCDA provided $24,000 in funding for tle@ovation of offices to accommodate the
relocation of Pioneer’s corporate headquartersotwc® City. The firm relocated seven jobs with

an average annual salary of $28,000.
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23. Host Analytics business performance management software

Host Analytics is a St. Louis-based technology-einigoftware development firm that was
recruited to Ponca City and opened a local officeid-year 2005. PCDA incentives included
$10,000 to cover relocation costs and a rent sylteidugh 2007 totaling $13,000. The firm
continues to operate locally and has maintainesljbbs in the city with average wages of
$48,000 annually. The firm’s president, Jim Ebertiited the overall attractiveness of the local
business climate as the reason for opening atfagiliPonca City. “We needed a cost-
competitive community close to our current St. Isoloication that had the skilled work force,
business infrastructure and support needed fomawstry,” Eberlin said. "Ponca City offered

everything we needet.

24. PBE Data Conceptsustom website development

PCDA provided incentives to PBE in late 2005 toarawe cost of relocation from Jenks,
Oklahoma to Ponca City. PCDA provided $1,500 irvimg expenses and a $750 per month
rent subsidy for one year. The firm has five woskeith an average hourly wage of $12.50 and

continues to operate locally.

25. Drisco LLC- transportation and logistics

Drisco LLC relocated to Ponca City from Kansas id4year 2006. The firm provides various
transportation and logistics services for Conochiphi PCDA provided an incentive totaling
$60,000 for the renovation of a building to house Drisco operations. The incentive
agreement requires the firm to provide an averd@d obs with an average wage of $15 per
hour for five years. The firm currently employs workers with an average wage of more than
$17.50 per hour.

26. Consulting and Field Servic@SFS) - consulting and field services for the pefiemical

industry

In August 2006, PCDA provided Consulting and Fig&tvices with a $75,000 incentive to fund
building renovations to accommodate an expansidhef Ponca City offices. The firm

provides specialized testing, inspection, and fieation services to the petrochemical industry.

3 See: “St. Louis-based software co. to open custsewice facility in Ponca City.” Journal Recorduly 22, 2005.

15



The expansion of their presence in Ponca City wakertaken to service the local
ConocoPhillips refinery. The firm had 20 local dayges prior to the expansion and now

employs 53 workers with average annual pay of $81,0

27. Bliss Industries manufactures products for the grain, feed, woaddand flour milling

industries

In November 2006, PCDA provided Bliss with $47,0@@ncentives toward the construction of
a new building. The incentive agreement requinesfirm to provide 15 new full-time jobs with
an average wage of $15.50 per hour. Bliss expafitded65 workers to 77 workers since the
agreement was put in place and has satisfiedrigteyBar requirements under the incentive

package.

28. University Multispectral Laboratoriesensor research and testing laboratory

The University Multispectral Lab (UML) is the higsteprofile technology-related firm attracted
to Ponca City to date. The lab, announced in Déeer2006, is a startup joint venture with
Oklahoma State University to create a universityresvand contractor-operated lab for
advanced research and testing of sensors for defertshomeland security applications.
Specifically, the UML is positioned as a Reseaf@fivelopment, Test, and Evaluation (RDT&E)
complex for certifying a wide variety of fully test and reliable sensor and security systems for
government, industry, and academia. The lab isipated to employ more than 80 highly
skilled technical researchers, analysts, and te@ms earning more than $3.5 million annually
and to generate more than $20 million in revenu2040.

The lab is housed in previously unused premiumrkaiooy space at the ConocoPhillips facility
and is expected to require an investment of apprately $20 million in facilities, equipment,
and materials to bring the lab up to full operatbagacity. This unused space had long been
viewed as an underutilized specialty lab and wasgoactively marketed by PCDA to attract

technology-related jobs to the region.

PCDA agreed to provide UML with an incentive padckagtaling $2 million over a four year
period to fund renovations at the ConocoPhilligslity. The first installment of $500,000 was
paid in December 2006. The remaining balanceefribentive is to be paid over the following
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three years but is contingent upon the UML reackpegified hiring levels. Approximately 15
workers were employed at the site in July 2007 aitraverage annual salary of $75,000. Total
compensation of $682,000 was paid to startup engg®yin the 12 months ended June 30, 2007.
Approximately twenty workers were employed at tite at the time of this report. The

incentive agreement calls for 30 jobs by the en80®f8 and 50 jobs at the end of 2009.

29. SGS-FTS engineering, inspection, and monitoring services

SGS-FTS was formed following the purchase of Bavilke-based FTS Inspection and
Engineering by Switzerland-based SGS Industria¥iSes in 2006. The company, with satellite
offices in Ponca City and Houston, is recognized Bsader in data gathering systems,
customized software solutions, and corrosion momigoprograms. SGS-FTS serves domestic
oil, gas, and chemicals clients in the U.S., Capadd the Middle East. Incentives were
provided in 2006, 2007, and 2008 totaling $6,900ént subsidies and $36,922 in leasehold
improvements. The incentive agreement requires-BGSto maintain 15 jobs in Ponca City in
2007 and 35 jobs in 2008 at an average annual wfa®E5.50 per hour. SGS-FTS averaged 15

full time employees in 2007 with an average wag82if per hour.

30. Skills on Wheels demonstration mobile manufacturing technolody la

In 2007, PCDA provided $25,000 in incentive fundiogsupport the Ponca City-based Pioneer
Technology Center’s “Skills on Wheels” initiativd.he funding supported the purchase of a
customized 18 wheel tractor trailer that is a stéhtihe art training facility for advanced
manufacturing processes. The project is part d&R€ ongoing effort to develop a local labor
force capable of supporting technology-driven mantufrers. The lab contains a CNC Mill,
CNC Lathe, 3D Scanner, Plasma Torch, ProgrammaigéclControl (PLC) Workstation and
other equipment that provide students with workingwledge of advanced manufacturing
technology and equipment.
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Sources and Uses of Economic Development Funds

This section of the report provides a comprehensigement of the sources and uses of PCDA
economic development funds since 1994. The estgngidate and extend through 2007 the
results from the two earlier reports. The undedyadbjective in preparing the sources and uses
statement is to provide an estimate oféhenomicrather than accounting, cost of economic
development activities. The economic approachiges/a more comprehensive view of costs
by evaluating the financial impact on the overatiy(hot just PCDA, and by accounting for all

realized costs to the City whether or not a cash

flow actually occurred. #S % & ¥ 2)"r+ &(&(“
+
e 115 &&.~+.(%( 0/ +6
The full statement of sources and uses along "+ - g S8 )+ $6
detailed notes is contained in Appendix Aand| 9 7 8 -./0.0) )) +6
. ) . D ).(‘'&./00 --6
provides estimates of all income and expense | . . ))-**1 -+6
items beginning with the initial receipt of sales| 1 )X (6
tax revenue in 1994, Estimates are likewise
1 %l<=; " *.&(*.)00 -&'6
formed for any activity expected to occur after | ; o T $. 4+t &(*6
. . < "5 --0*.&(& )& (6
December 2007 for all ongoing economic > o> # 8.00+) 186
development project. by " &.(((((C /)6
;" ).$(+.$(( $+6
. . 8 AE(( &'6
A summary of the major categories from the %l 2 [+-&()  &06
sources and uses statement in Appendix Ais | " f&+.I+ & 06
S @ 0$.&) &-6
shown in Table 2. The balance at the bottom ¢f: % 8<A *()( ) +6
. . N )&.(0' (06
Table 2 is not an accounting balance, but instelau o 04/ 40- & -6
reflects the economic purchasing power 1! &)t (+ )((6
available if all sources and uses projected to $.(&(-0

occur in the 1994-2020 period related to existiogn@mic development projects are realized.

Through 2007, economic development funds fromalrses are expected to total $33.135
million over the life of the projects either comigeé or currently underway. The dedicated sales
and use tax is the primary funding source, progdipproximately two-thirds of the total funds.

* For example, if existing City land is offered tdirm as a financial incentive, the full value bgtland is
considered a cost regardless of the historical @iote land to the City.
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Through 2007, the sales and use tax fund alongintiginest earnings has provided a total of
$23.47 million in funds. City and Utility Authoyitfunding represents a smaller component of
the funds and accounts for 14.5 percent of totatcas, down from 19 percent in the 2003
report. Grant funding of $3.8 million represents4lpercent, while interest earnings and lease

income both represent 3 percent each.

The funds generated through sales tax revenuet, fgnaaing, and interest earnings have all been
received in full, with only approximately $2.185Ihain in other sources expected to be received
after 2007. Funds provided through City and Wtiluthority accounts totaling $1.455 million
will be received as needed to service debt aftéi72Most of the estimated lease income will be
received in the 2008 to 2020 period.

The uses of funds are similarly summarized in T&dby major category. In total,

approximately $28.1 million of the available fundi#l be needed to satisfy all outstanding
obligations under existing economic developmeneaigrents. Across the 13.5 years that the tax
has been in force, total economic development edipges have averaged $2.08 million per
year. Most of the expenditures occurred in théygarars of the tax, with over half of the
expenditures occurring before 1996 and nearly Tégoe occurring before 2000. Only $6.5
million has been expended since 2004, an avera§&.68 million annually. Because many of
the recent incentive agreements have requirementsdse payments and the purchase of
buildings, projected uses in the period after 28@7expected to generate a net inflow of
$340,000.

More than half of the total uses were to fund tlggoh/TAV incentives (32.8 percent) and
infrastructure improvements (20.9 percent). Adstiaitive expenses (12 percent), expansion of
the water and wastewater plants (7.2 percent))Me incentive package (7.1 percent), and the
Sykes incentive package (5.4 percent) are theathigr uses exceeding 5 percent of the total.
Nearly all expected uses of funds will have ocalitvg 2007, with only debt service on the
water and wastewater plant expansion, the SGS-RAXML agreements, and commitments on
the shell building requiring the use of economigalepment funds after 2007. In the case of

both CME and Encompass Tool, uses of incentivedymr to 2007 have the potential to be
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offset by the future purchase of buildings andsdm@wn in Appendix A as negative offsets in the
2008-2020 period.

Employment and Income at Firms Receiving Incentives

Table 3 provides a detailed view of the numbeobtjand compensation paid by those firms
receiving incentives and bringing net new jobs i@ region. Note that the analysis in Table 3
measures only the impact of those firms receivinagmtives in exchange for bringing new jobs
into the local economy, and excludes both thosesfialready operating within the City and
those bringing jobs into the City but receivingyniinor incentives. This approach results in a
conservative estimate of the overall job and incamgact of PCDA development activities on

the local economy.

The jobs attracted to the region by PCDA since @8k played an important role in
determining the size and structure of the Ponca&#a labor force. Since 1996, employment
at the 21 firms attracted to the region has averag@roximately 1,000 jobs with average annual
payroll exceeding $21.4 million. In 2007, 1,1086dbjobs with a payroll of $27.1 million are
attributed to the efforts of PCDA and newly atteatfirms. In total, firms receiving incentives
have paid a total of $260 million in compensatiotocal workers since 1995, and sixteen of the
twenty-one firms attracted to the region since 18@5still operating in the region, including the
two largest employers. PCDA-attracted jobs repreapproximately 5 percent of jobs in Kay

County (the Ponca City micropolitan area) and ryeupercent of jobs within the city in 2007.

The initial projects pursued in 1995 brought twaéemployers (Tyson/TAV and Sykes) to
Ponca City and continue to generate the largesteratfits to the community, producing $217
million of the total $260 million in wages paid date. Prior to 2004, these two firms comprised
the bulk of the new jobs and payroll brought irfte tegion. For example, in 2003, nearly a
decade after their arrival, Tyson and Sykes coradré3 percent of the net new jobs and 90
percent of the added income. However the relatreribution of these firms is diminishing

over time as new firms are attracted to the regiamnticularly since the shift in development
strategy in 2004. Since 2004 with the expandedpuof high wage firms, the percentage of the
total new jobs and income generated by these twtsfhas dropped considerably, and by 2007
comprised only 77 percent of the total jobs ang&ent of the added income. Of the $27
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million in new income generated in 2007, Tyson/TAM Sykes produced only $17 million
while other firms contributed $10 million, or 37rpent of the total. The percentage of total
income contributed by the two large firms is expddi continue to decline beyond 2008 given

PCDA'’s current development strategy.

The bottom panel of Table 3 also illustrates thé shthe types of firms attracted to the region
after 1996 and the impact of these higher-wage gobthe average wage of newly attracted jobs.
For the four firms that moved to the region in 129%l 1996, the average annual wage over the
full period is only $19,124. In 2007, average aalnages totaled $22,107 at Tyson/TAV and
$15,077 at Sykes. The wages at these firms inedesteadily from $18,900 per year in 1995 to
$20,300 per year in 2007, but nevertheless remelonbthe regional average of $32,300 in
2007. However, firms arriving between 1997 and®pfbduced average wages in most years
that were roughly 50 percent above those paidrysfattracted in 1995 and 1996. These firms

averaged $29,644 over the full period, a 55 peritemease over the initial firms attracted.

Firms attracted after 2004 have offered yet andileerable increase in wages relative to firms
attracted to the region in earlier years. Firmiag since 2004 have paid overall average
wages of $41,520 per year, more than double theageef firms arriving in 1995 and 1996, and
40 percent above the wages at firms attracted leetdi897 and 2003. It is also more than 28
percent above the overall average wage and saleoyne of $32,300 in the Ponca City
micropolitan area. For 2007, firms arriving sir&@04 currently pay average wages of $43,116

per worker.
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Economic Spillover Effects from PCDA Activities

The increased business activity generated by natirgcted firms exerts an important influence
on the local economy through the hiring of locakkers, added local spending, and purchases of
inputs from other local firms. These linkages tegaeasurable economic “multiplier”, or

ripple, effects in the local economy. Multiplidfexts are estimated in this report using a custom

economic impact model of the Ponca City micropaliéaea that provides an evaluation of the

economic and financial impact of economic

development activitie3. The model allows the #E % #
spillover impact generated by a new firm to be /
described using common measures of economic |1 %1<= ;&0%( ;&0-2
activity such as employment, income, and added [tax )p' ) +*
< 6 5 o
B )10 ) $)
In estimating the overall economic impact, the S ;2)/ ;fg
actual level of economic activity produced by new_ . 1 f‘*(; ; 85
industry is deemed the “direct” effect, which imrtu g L ;?‘08(‘5 ;ﬁ:
generates what are referred to as “indirect” and | " )+ )90
“‘induced” multiplier, or spillover, effects. The D < ;ff go(o
income and employment estimates detailed in Tapie ;}304, g%)
3 represent the direct effects. The indirect ¢fifec - ;2 ;8'0
the economic activity resulting from local purchaasﬁ 71 ;:’; ;88
of goods and services by the newly attracted firms:

Induced effects reflect the economic activity réaglfrom the repeated spending of employee

compensation received as part of the direct anidecideffects.

Table 4 provides estimated multipliers from the elddat summarize the expected employment
and compensation impacts for each project thatdiromew jobs into the region since 1994. For

example, the Tyson/TAV food plant has an estimatagloyment multiplier of 2.6 which

®> The Ponca City Economic Impact Model is a custeomemic model used by PCDA to estimate the overall
economic and financial impacts, as well as to perfa cost-benefit analysis, of potential econongieedlopment
projects. The underlying input-output model is stoncted using an aggregated 81-industry IMPLAN ehad Kay
County, Oklahoma based on the 2006 IMPLAN dataset.
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suggests that each direct job at the plant suppartlditional 1.6 jobs indirect and induced in
other industries in the local economy, or a tofd2.6 jobs. Similarly, the employee
compensation multiplier suggests that each dofldirect wages at the plant supports an
additional $1.31 in indirect and induced wages editoy workers imther local industrieS.

#$ 0% . 12
B B
) 1 : 1
0 )% )$- -) & F$.((( W&+ (%( B +&$.(*(
3 *0$ )-(* &.(0+  L-+.((( ).0%/.'&( -$.4+%).'&(
" ).($) ))-+ &.)'$ &(.0)*.1&( &(.)).**( +(/-0)(
4 ))++ ).&'+ &+&| &)l &)4)-8*&|  +8&."*&.00*
). (%( ))$* &.&+| ).&&/.-( )0.%$).(*$ B+ (-
m *( *$ )& )*.0+' g ). $&'./&* =) 1&+
I ).0* )-(*$ &)+ &).-1$.(*0 &).+0*."*) +&.++.%/
I ))(- )-&/% &.-I' &).+&' -+* &&./(&.*-$ ++.)-).&'+
I, ).+ ).&) &&'S|  &('&(&+&  8)S0(((S | +&-(&+
I )-((( )-(3( &.($( )<.$-.(- ).'0-.%)& - ++0.%+$
10 ))$) )% &+0|  &+&$).((*| &+ +01B-|  +./1*0&
I3 ))+$ )--)0 &.+0)|  &+.0(*.'/0 &+.&/".&$( +.".)&0
n ))($ ).--) &+-0|  &/.(/&.$** &$.¥0'.)0’ $-.(+(./0/
5 316 ).(0 )-)( &)O0| ,&).+)&.+0/ ,&).)00.0/( +E&$/*.)-/
Total ,&$**-+.0(+ | ,&$0.++(.)&*| ,$)0.-/+./--

Table 5 provides a summary of the annual employraedtincome multiplier effects generated
by new industry. Since 1996, the first year ofragiens for Tyson/TAV and Sykes, an average
of 1,068 jobs at newly attracted firms has suppmbate estimated 1,108 additional indirect and
induced jobs in the local economy. Similarly, $24.4 million in average annual wages paid by
these employers supports an additional $21.2 millaindirect and induced wages earned by
local workers in other industries each year. heotwords, each newly created job supports
approximately one existing job in the local econoaryd each new dollar of payroll supports

nearly an additional dollar in earnings for othmedl workers.

® Caution must be exercised when using input-outpultipliers to estimate the total economic activisypported”
by an existing industry or firm. Input-output mpliers are intended to predict the change in negidde economic
activity that results from an incremental changeefgansion) in a given industry within a regioeabnomy. The
use of multipliers in the context of measuring supipg activity provides only an approximation bétimpact.
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The size of the overall spillover economic impaas$ increased considerably since 2004. In the
2005 to 2007 period, the estimated total job angdenmpacts averaged 2,450 jobs &5660

million in total wages, or roughly 10 percent ofaicemployment and wages in Kay County. In
terms of total earnings impact in the 1994 to 2p6rod, new employers have injected $260
million in direct wage and salary income into tbedl economy, which supports an estimated

$256 million in additional earnings by other loeairkers in the thirteen-year period.

It is important to note that the economic impaataded in Table 5 understate the eventual
overall impact generated by City economic develapmaetivities in the 1994 to 2007 period.
Other impacts have been realized and additionatdutnpacts can be expected for the following

reasons:

1. The above estimates reflect only the realizetbhical impact and do not account for
the significant expected future impacts as firncenang incentives continue to operate in

the local economy.

2. The impact of the incentives received by sevestdblished local firms to expand their
local operations is not included, but undoubtedéyp an important role in maintaining the
existing City employment base. Established lodgahd such as Centerline, Mertz,
ConocoPhillips, and Mid America Door remain vitaingponents of the Ponca City-area

job base.

3. Other impacts can be expected as the full pasctem the dedicated sales and use

tax fund are eventually expended on future econa®velopment projects.

Economic Transition Underway Since 2004

An important aspect of the mission of PCDA is teate more jobs for local citizens and to build
industries in the Ponca City area so residentd tdame to leave for better jobs. The mission
calls for the creation of an economic climate witthe region that is at least as robust as that
enjoyed statewide and that generates comparal#éslef/job and income gains.

The question addressed in this section is whekigeactivities of PCDA have contributed to a

fundamental shift in economic conditions in the Eogity area economy and generated
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improved job and business opportunities for citzemhe Ponca City region has, in fact,
experienced a strong resurgence of growth sincd,200 answering this question is
complicated by the fact that state economic perémee has been historically strong since 2004
due to the influence of high energy prices. Hahwedifficult to determine if the performance

of the state is boosting the Ponca City area ecgnonvice versa.

In order to evaluate the impact of PCDA activitiesthe Ponca City economy, the recent
performance of the local economy is evaluated ugiageconomic forecasting model for the
Ponca City region constructed by the Center forl&ppEconomic Research at Oklahoma State
University in 2006. The forecasting model controlsthe influence of multiple factors driving
economic activity in the region and

allows for an evaluation of the Figure 2.
Ponca City Wage & Salary Employment

performance of the Ponca City region 22000

relative to the staté. 21000 AN M
RV

sharp upward shift in the rate of job 19000

The results from the model suggest that

formation in the local economy occurred 18000

in early 2005 that continues today and
coincides with the shift in strategy by
PCDA in the period. As shown in Figure 2, the Ro@aty micropolitan area has added more
than 2,400 new jobs since the bottom in the |lcadabt market in late 2004 and is poised to reach
a post-oil bust high in employment in 2008. Cutf@anca City population estimates suggest
that the number of local households in the regias Itkely bottomed and should see modest
growth in coming years. The unemployment rateand@ City has also undergone a structural
downward shift (see Figure 3), falling from 7 percm 2003 to approximately 4 percent

currently.

" See the 2008 Oklahoma Economic Outlook - PoncaMi¢ropolitan Area, Jan. 2008, Center for Applied
Economic Research, Oklahoma State University.
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The region has also outperformed the state in jolviy during a period when the energy sector
is driving near-record post-oil bust era job gro¥ahthe state, yet is providing only a limited

boost locally. In other words, unlike Figure 3.
Ponca City Unemployment Rate (%)

other areas of the state that are enjoyirio
a sizeable boost from oil and gas g /\/\

related activity, the Ponca City region J \/\/\‘ /\\

. . —— 6

is managing to generate a significant \\ /" \\,\/\
. . . 4

amount of internal job growth without

the benefit of a dominant energy sector »

Among the industries showing strong

job growth in the period are the manufacturing @eand the professional, scientific, and
technical services sector, two areas of focus @DR. The strength in the local manufacturing
sector reflects in part high energy prices andedilfrelated products produced locally; however,

these firms explain only a fraction of the totd) gains in manufacturing.

Professional, scientific, and technical servicdsjmften viewed as a key measure of high
guality job growth in a region, have been expanding 10.8 percent annual pace in the Ponca
City micropolitan area since 2004. Many of thensrattracted by PCDA after 1996 are small
startups employing fewer than 50 workers and assdied in this industry. These firms require
a significantly higher level of worker skill thahet two initial large employers attracted to the
region and consequently pay higher wages. Thesfijiogquarely within thé&lew Economy
model of economic development where knowledge-béised compete in the world market

place based on the efforts of a skilled and ad#ptabrkforce.

The administrative, support, and waste managemeastry (primarily temporary employment
agencies) has also enjoyed a surge in hiring agellareflects the strength of the local
manufacturing sector and its use of local employrfiems as a resource for attracting workers.
The model results also suggest that Indian gamaisgoleen a strong source of job growth in the
same period but is unlikely to offer more thanacfion of the stimulus generated by PCDA-
attracted jobs. New gaming jobs are roughly equalmber to those attracted by PCDA since
2004; however higher-wage PCDA jobs pay an estidhafepercent more than the gaming jobs

27



created in the same period and have a significdentyer direct income impact than gaming.
Gaming is also known to merely redistribute locareomic activity away from existing local
companies. Typically up to 50 percent or moreotdiltgaming activity represents a capture of
existing local dollars. On the other hand, firntsaated by PCDA are largely export oriented

and capture dollars external to the region.

While a portion of the recovery since 2004 is urittedly explained by a normal and expected
bounce-back from the downsizing in 2003 and 2004 averall strength and breadth of the

recovery suggests that more fundamental Figure 4.

change is underway in the local economy. Ponca City Wage & Salary Income
($Million, annual rate)

The rapid growth in wage and salary income 500

since 2005 is especially indicative of a 700

change in economic fundamentals, and the /
g '  an 600 ST

recent success of PCDA in attracting jobs 500 R

paying relatively higher wages is playing a /V/

oy - . 400
critical role in this surge in wage growth (see o0’ 92 94 96 98 00 02 04 06 08

Figure 4). Local wage and salary growth
initially surged in late 2005 and has increasedl r@te of 9 percent annually across 2006 and

2007, well above the state average. Firms
Figure 5.

Ponca City and Kay Co. Taxable Retail Sales

than 175 workers and have a total payroll of 500 ($Milion, annual rate)

$7.6 million, an average of more than /_AAW/
$43,100 per worker. Jobs at the recently 400

created University Multispectral Lab (UML) J/"/J://A\”//
at the ConocoPhillips facility average /_,.//"/ — Eg;?oﬁlr:{y

$75,000 annually. The impact of the wage 2004+—+——+—+—+—+—++—++++++T1
9 92 94 96 98 00 02 04 06 08

arriving since 2004 currently employ more

growth is also showing up in strong local

retail sales growth (see Figure 5) in the period/ak.
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Possibly the most important structural change éRbnca City area economy is the ongoing
reversal in the trend in per capita income relatib/éhe state and nation. Strong job growth has
translated into rapidly rising average incomesmarea after seeing steadily declining local
incomes between 1985 and 2000 (see Figure 6). Géamty personal income growth has
averaged roughly 8.5 percent in the 2004 to 200ibghewith gains of 10.9 percent in 2006 and

7.9 percent for all of 2007. Kay County Figure 6.
Ponca City Relative Per Capita Personal
should move back above the state average O e oetonsy e
14

and reach 105 percent of state per capita

income in 2008. The area bottomed at 75 12

ercent of national income in 1999 but W\\—\/\
P 1.0 \/‘/
should reach 92 percent of the national level

0.8 —

in 2008. The region fell to as low as 93%

. : 0.6
0 T T T T T LI | T T T T T T T T LI | T T T T T T T
and 75% of state and national per capita 1980 1985 1990 1995 2000 2005

% of Oklahoma
% of U.S.

income, respectively, as recently as the late 1990s

In short, the evidence suggests that the Poncar€jign is undergoing a shift in overall
economic fundamentals and that the activity of PG®An important contributor to the
accelerated growth in the region. The growth suogng in key industry sectors targeted by
PCDA and is generating strong overall wage growttine local region. The strength in local job
growth has pushed the Ponca City unemploymenti@aien from 7 percent in 2003 to 4 percent
currently. City finances are also tied to taxaiel&il sales which are benefitting from the wage
growth. Most importantly, strong wage growth ie ttegion has pushed average incomes back
up above the state average and near the natioeagesafter nearly two decades of persistent
declines. Looking forward, the forecast furtheggests that the economic outlook for the region
remains strong beyond 2008 and is poised to outparthe U.S. and state economies in the

current slowdown.
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Cost-Benefit Analysis

A comparison of the costs of economic developmeith \the array of benefits generated
suggests that PCDA’s efforts to attract new firrmshe region has provided a substantial net
benefit to the local economy. Realized benefitseadly attributable to PCDA economic
development efforts total an estimated $530.4 amillin the 1995 to 2007 period. The full
obligated costs of active projects through 2020qggetotal $24.35 million. A summary of the

estimated benefits and costs are as follows:

Total Realized Benefit§ (1995-2007)

Direct Payroll at Newly Attracted Firms (1,068 nmks) $259,935,000

Payroll Supported through Multiplier Effects (18L€xisting jobs) 256,440,000

Recovery of City Funded Development Costs $13(W0,
City Utility Gross Margin 11,365,678
Sales Tax Revenue 2,613,274
Total Realized Benefits $530,353,952

Total Direct Costs’ (1995-2020)

Economic Development Costs $28,114,000
- _Federal and State Grant Funding - 3,769,000
Net Economic Development Costs $24,345,000

The benefits are dominated by direct payroll ofrlye®260 million paid by new employers in

the period. Spillover income impacts from direcynedl similarly total more than $250 million.

& The benefit estimates represent only those berfefly realized through 2007. Substantial futbemefits will
accrue in future years from the continued operatimfithe newly attracted firms, from projects sashtCME where
incentives have been paid but operations haveetatgmmenced, and from the spending of the balahtte
dedicated sales tax fund.

° Direct costs represent the obligated dollar céspending by PCDA and City entities through 2026us costs
covered by grants.
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The City also recaptures a portion of the expeimmsagred in economic development activities
through two sources - City utility system gross gnaind sales tax revenue generated by new
hiring and industry activity. Table 6 details #gsimated recovery of economic development
costs by the City through these sources. Saleeteenue from increased business activity totals
$2.61 million over the period while gross margimnea on the provision of public utilities totals
$11,365,678. Tyson is the city’s largest utilitystomer and is responsible for the bulk of the

gross margin recovery.

#$ 3%
7 . #
& #( &
) 8 8 |2 8 !
)**$ 1_)"+' i)l((( 1)*((( v( ’)$((( !I"'+' !I"'+'
)**0 )1.&$/ &$*.((( &/0.((( 0N$./$( &()-((( )-(-*.((/ )-)&&.-$(
)<+ &)0.$(/ &$*.((( -($.((( ))+.)+0 *&.((( *0.0$- &)(*.((-
) &&3$.3--| & ((( -+-.((( &().I'& 13.((( )))'--)$ -.&&l.-)
> )).-1 &+).((( -)0.((( )*.((( 0.((( )-0--1 +.&+(/($
&((( &(+.)0& &(0.((( -)+.((( )= ((( *0.((( ).((-.)0& $.&+-.'0/
&(() &)*.(+0 &&(.((( -$3.((( &(+.((( NL((( ).))$.(+0 0.-$'.%)&
&((& &&&.'&H &+*.((( -$0.((( &)".((( )-0.((( ).)).'&& 1.$+(./-+
&((- &)+.&* &/+.((( -$.((( )™ ((( )++.((( ).)-0.&* ~O/1.(--
&((+ &).$'+ -(&.((( +&*.((( )-$.((( )O0&.((( )-&+0.$'+ **&-.0)/
&(($ &&&*$Q  -(+.((( +&0.((( )+(((( )'(((( ).&/&*$0| )).)*0.%/-
&((0 &&/1.+)$ -="((( +/+.((( )-*.((( )*.((( ).-/0.+)$ )& $/&.>*
&((/ &).*0+ -$3.((( +&.((( )+0.((( ))-((( )+($0+ ] ) $&
1| ,&0)-&+ | & A | )meor | )0 | ) rse

The cost estimates fully reflect both the realiaed expected future costs of all economic
development activities currently underway. Adjdster grant funding, net expenditures total an
estimated $24.35 million, or $22,795 for each &f 1H068 direct jobs created in the City. This
equates to an average of approximately $1,7500bepgr year for the 13 years of full operation
at newly attracted firms. The estimates furthergesg that the $4.81 million in City funds (see
Appendix A) allocated to economic development wialy recovered by 2000.

Only a portion of the costs of the economic develept sales tax are borne by City residents.

Tourists, residents of other cities within the cigurand residents of other counties both inside

19 Electricity sales are assumed to provide grosgimaqual to 15 percent of total revenues.
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and outside the State pay a portion of the dedicsdides tax. Sales tax proceeds of $22,334,090
in the 1994-2007 period will be collected from ttelowing sources in the noted estimated
proportions:  $1,742,059 (7.8 percent) from spepdiirectly related to new industry,
$4,980,502 (22.3 percent) from nonresident spendioty related to new industry, and
$15,611,529 (69.9 percent) from resident spendivigdirectly related to new industry. The
estimates suggest that existing City residents paican average of $44 per year in added sales

tax revenue to support the economic developmeities of PCDA.

Summary of Findings

As detailed in the report, PCDA has engaged inytimrajor economic development projects
since 1994. Firms attracted to the region by PGibwe 1994 are currently employing 1,100
workers and paying annual wages of $27 milliontobal, firms receiving incentives have paid a
total of $260 million in compensation to local werk since 1995, and sixteen of the twenty-one
firms attracted to the region since 1995 are gfiirating in the region, including the two largest

employers.

Since 2004, PCDA has shifted its emphasis to tinection of higher-wage technology oriented
manufacturing and services firms. Jobs createte2004 have an average annual wage of
$41,520, more than double that of firms arrivind 895 and 1996, and 40 percent above the
wages paid by firms attracted between 1997 and.2G08 also more than 28 percent above the

average wage and salary income in the Ponca Casopolitan area.

Newly attracted jobs are exerting strong econorpilboser effects. In terms of total earnings
impact in the 1995 to 2007 period, the $260 millionlirect wage and salary income new
employers have injected into the local economyshiggported an estimated $256 million in
additional earnings by other local workers in thietéen-year period. The effects have
intensified since 2004 as higher wage firms haveedanto the region. In the 2005 to 2007
period, the estimated total employment and wageaatgxincluding spillover activity) averaged
2,450 jobs an®50 million in total wages, or roughly 10 percehtatal employment and wages

in Kay County.
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The Ponca City area economy has experienced aystesargence in economic growth since late
2004, and newly attracted firms are playing a lagje in the shift in economic fundamentals.
Both job and income growth in the Ponca City micidpn area are exceeding gains at the state
level in a period of historically strong growththe state level driven by high energy prices. The
strong growth in Ponca City is all the more impresgjiven that oil and gas activity is providing
a modest boost locally. Strong job growth is odagrin the manufacturing sector and the
professional, scientific, and technical serviceg@e two industries of focus for PCDA. The
strength in local job growth has pushed the Ponttaubemployment rate down from 7 percent
in 2003 to 4 percent currently. Most importansiirong wage growth in the region has pushed
average incomes back up above the state averageeanthe national average after nearly two

decades of persistent declines.

Through 2007, economic development funds fromalrses are expected to total $33.135
million over the life of the projects either comigeé or currently underway. The dedicated sales
and use tax is the primary funding source, progdipproximately two-thirds of the total funds
through 2020. Across the 13.5 years that the gaxddeen in force, total economic development
expenditures have averaged $2.08 million per y®&ost of the expenditures occurred in the
early years of the tax, with over half of the exgitures occurring before 1996 and nearly 75
percent occurring before 2000. Only $6.5 milliasteen expended since 2004, an average of

$1.63 million annually.

A cost-benefit analysis suggests that PCDA'’s edftotattract new firms to the region have
provided a substantial net benefit to the locaheooy. Realized benefits directly attributable to
PCDA economic development efforts total an estich&®30.4 million in the 1995 to 2007
period while net expenditures total only $24.35lioml. The city has also recovered an
estimated $14 million of economic development c@isiduded in the $530.4 million in total

benefits) through added sales taxes and gross mamngitility sales.
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Appendix A Sources and Uses of Economic Developntd-unds
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Appendix A — Cont. Sources and Uses of Economiceizelopment Funds
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Appendix B. Notes to Sources and Uses of Funds &aent

1. Economic development dedicated sales and useetzeipts were first received in April 1994 and are
scheduled to end December 2008. Reported figefeect actual sales and use tax receipts througieibber 2007.

2.  Reported figures reflect actual interest earimig the balance in sales and use tax accountggtihf@ecember
2007.

3. Actual interest earnings on the $580,000 TAVdmserve account. The reserve fund was unencechlaed
returned to the PCDA operating fund when the isgag refinanced in 2001.

4. Actual interest earnings on the $200,000 Sykeifildrm note reserve account. The reserve fund was
unencumbered and returned to the PCDA operating felren the issue was refinanced in 1999.

5.  Funding originating from either City general disnor Ponca City Utility Authority (PCUA) accounts.
6. Dedicated street improvement sales tax fundd imsthe Sykes and D&M street projects in the IndakPark.

7. Reflects the interest foregone (2%) on City dd#fsao support the linked deposit arrangementbeiralf of
Centerline and Mertz.

8. The estimated economic cost associated witfpotheredits given as an incentive toward the pusehaf land
in the Industrial Park.

9. Oklahoma Water Resources Board (OWRB) loan tiseiihance the incremental construction costs at th
Water and Waste Water plants traceable to the esondevelopment efforts (Note 32). The loan is gired over
20 years using a 3% interest rate. The large payme2008 reflects interest and principal paidhia remaining 13
years.

10. Community Development Block Grant (CDBG) 0%eneist loan to PCDA for street, drainage, water,esew
and electrical infrastructure improvements to te/Tsite - 50% of a total $1,000,000 award. Loaavsions are
for semiannual payments of $12,500 for twenty yémginning January 1996. The large payment in Z@fl8cts
interest and principal paid in the remaining years.

11. Community Development Block Grant (CDBG) 0%eneist loan to PCDA for construction of water linghe
Carbon Fiber and Gas-to-Liquid sites. The loam isompanion to the CDBG grant in Note 17 and seages
matching funds for the USDOC grant in Note 19.

12. Community Development Block Grant (CDBG) farest, drainage, water, sewer, and electrical itrivature
improvements to the TAV site. The grant amour companion to the CDBG loan in Note 10.

13. U.S. Department of Housing and Urban Developr(idbdD) Special Purpose Grant. Used to fund Phade
the Northwest Transmission Pipeline project - TA%ter line improvements.

14. U.S. Department of Commerce Economic Developrmé@ministration (USDOC EDA) Public Works Grant.
Used to fund Phase Il of the Northwest Transmis§igoeline project, a water storage tank and puragost in the
Industrial Park, and street improvements for aipordf Industrial Blvd. and Waverly.

15. Oklahoma Department of Transportation (ODOTar&for the Sykes Road street project.
16. Oklahoma Department of Transportation (ODOTar&for the D&M street project.

17. Community Development Block Grant to provideest access (and cul-de-sac) for USA Bottling and
adjoining properties. Only $74,000 accessed dfGO¥00 award.

18. Community Development Block Grant (CDBG) to PECEbr construction of the water line to the Carbon
Fiber and Gas-to-Liquid sites. The grant is a camign to the CDBG loan in Note 11.

19. U.S. Department of Commerce Economic Developnfaministration (USDOC EDA) grant used for
construction of a water line to the Carbon Fibat &as-to-Liquid sites.

20. Income from lease payments by Unitherm receiw@tkr the incentive agreement.
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21. Lease income expected under the CME incentiveeanent. The lease calls for payments of $6,060 p
month for seven years beginning October 2003. payenent in 2008 of $189,825 comprises the remainingths
on the agreement discounted at 3%.

22. Income from lease payments from Encompass fobodthe building described in Note 58.
23. Income from lease payments on the shell bugldiescribed in Notes 62-64.
24. Total sources of economic development funds.

25-27. Prior to 1997, City economic developmentding was provided to the Economic Development Fatind

(EDF). In 1997, the City entered into a 3-yeartcact with the Chamber of Commerce to provide eatino
development services. Beginning in 1999, fundiag dconomic development services was funded thrdhgh
dedicated sales and use tax accounts. Since 2@04economic development activities have been dinated

through PCDA.

28. The Development Authority acquired a 137-acaett(known as Zimmerman) adjoining the west sitlthe

Industrial Park for approximately $331,000. TA\te&ved 42 acres of the tract, USA Bottling recei@eatres, and
D&M Distribution received 6 acres. The balanceta property will be used to accommodate futuresttgyment
projects. The land purchase involved a $147,088 payment and a 4-year, 7.5% note for the balance.

29. The Development Authority acquired a 10-acaett{known as Westminister) adjoining the west sitiéhe
Industrial Park for approximately $30,000 in caslykes received 6 acres of the tract.

30. Expense to refurbish a hangar at the AirparBig Sky Airline. Paid from dedicated tax fund.

31. Industrial Park internal street paving projantd995 totaling $539,194 and external paving rty totaling
$1,057,049. Paving projects for USA Bottling ($J20) in 1996 and D&M ($163,120) in 1999. Traffight for
Mertz ($100,000) in 2007.

32. Industrial Park electrical substation ($402)0@@d transmission line improvements ($75,000)985L

33. Industrial Park water improvements in 1995 terinal waterlines ($220,761), transmission watedin
($730,400), and water storage tank and pump sté$460,000). Later years include ConocoPhillipshoa Fiber
and GTL ($1,119,618) water line extension projeats] the CME water connection ($6,000). Water é¢irensions
($145,000) for shell building and adjacent parae@007.

34. Industrial Park sewer improvements in 1995 terimal sanitary sewer lines ($184,552) and BoisAdt
interceptor ($529,750). CME wastewater connedt#h000) in 2003.

35. Public Works estimates that approximately $2,800 of the total cost of the new Water and Wagtger
facilities is attributable to the incremental capa¢eyond the original planned capacity) requitedervice Thorn
Apple Valley. This cost (plus financing costsjrisated as a direct economic development expeeditur

36. The interest expense from funding the $1.5ianillincremental expansion of the facilities in NA&2.
Reported figures reflect an estimated 20-year dapadion schedule at 3% interest. The large paynmer005
reflects interest paid in the remaining 13 years.

37. Initial $6.5 million cash payment to Thorn Applalley (TAV) as a job credit incentive in 199Bicentive for
minor expansion ($225,000) in 2007.

38. Interest expense on a 10-year, $5.8 millioy O#velopment Authority bond issue used to fundThA&/ cash
incentive in Note 37. Interest and principal payts are funded with dedicated sales and use tm®ipts. The
remaining balance on the original bond issue whsaeced for a two-year period in October 2001 aad paid in
full in October 2003.

39. Issuance expenses related to the bond issuet&n38.

40. Broker fee paid as compensation for assisteading to the location of the Thorn Apple Vallegppessing
plant in Ponca City. Fee was paid in stages, ngatit upon actual job creation figures.

41. Interest-bearing loan reserve (10% of pringipadjuired to secure the TAV bond issue discussedate 38.
The reserve fund became unencumbered in 2001 andetianed to the PCDA operating fund.
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42. Reimbursement for soil stabilization expensesiired by TAV at the building site in the InduatiPark. The
amount received is less than the anticipated amduatto a bankruptcy settlement combining the kzalion
expenses with utility fees in arrears.

43. Miscellaneous expenses in TAV incentive package

44. Cash incentive payment to Sykes funded withyeat, $2.0 million bank note described in Notes588
Incentive payment of $4,500 in 2007 for ADA complia.

45. Land/building comprising the Unitherm incentiyckage. The property was acquired by the City
Development Authority for $350,000 and had an aprhvalue of $350,000-$360,000 at time of purchaBee
purchase price and building improvements (in N&ewere funded as a component of the $2.0 milliankonote in
Notes 48-50. The building was returned to the €it002 and subsequently sold for $300,000.

46. Building improvements totaling $100,000 assedavith the property in Note 45.
47. Engineering expenses associated with the proeNote 45.
48. Issuance expenses related to the 7-year, $ifi@nbank note used to fund the Sykes/Unitherceimives.

49. Interest expense on the 7-year, $2.0 millionkb@ote used to fund the Sykes/Unitherm incentiviegerest
and principal payments are funded with dedicatésssand use tax receipts.

50. Interest-bearing loan reserve (10% of pringigakuring the $2.0 million bank note in Note 4. January
1999, the loan used to fund the incentive agreemvastrefinanced for a term of three years anddkerve account
was returned to the PCDA operating account. The was paid in full in January 2002.

51. Cash incentive of $1,400,000 to CME to offéet ¢ost of constructing a building in the IndustRark. The
amount in the final year reflects the present valiuéae purchase price in year 7 specified in #esé agreement. |If
the building reverts back to the City before theske expires, the market value will likely exceegl plirchase price
under the lease agreement.

52. The City agreed to offset up to $25,000 of mgwielated transportation costs for CME.
53. The City agreed to offset up to $10,000 of ieckure fees.

54-59. The value of incentives earned by firms ikéeg a job credit toward the purchase of landha tndustrial
Park.

60-61. The foregone interest income associated limited deposit arrangements with Centerline andtile

62-64. Costs to construct shell building in theusitial park. PCDA has agreed to make $112,00&dufitional
improvements for Continental Technologies in 2008.

65-80. All other incentives provided to firms.
81. Total uses of economic development funds.
82. Annual estimate of total sources minus totabusf development funds.

83. Cumulative balance on sources and uses of g@@vent funds. The balance does not reflect anusticm
cash balance, but instead reflects the balancellmas&nown sources and uses through 2007 and expsotirces
and uses from 2008 through 2020.

84. Annual total sources of funds in 2007 priceagithe inflation adjustment factors in Note 86.
85. Annual total uses of funds in 2007 prices usirgginflation adjustment factors in Note 86.

86. Annual inflation adjustment factors calculatasing the Consumer Price Index for all consumeiihe
estimated inflation rate in 2008 period is 4 petcen
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