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An Act

ENROLLED HOUSE

BILL NO. 1285 By: Dank, Pittman, Cannaday,
Kirby and Scott of the
House
and

Mazzei and Johnson
(Constance) of the Senate

An Act relating to revenue and taxation; creating the
Task Force for the Study of State Tax Credits and
Economic Incentives; providing for membership of Task
Force; requiring organizational meeting; providing
for quorum; providing for cochairs; requiring study
of certain tax credits; providing for study of
economic incentives; defining scope of study;
providing Task Force subject to certain statutory
provisions; providing for staff assistance; requiring
final report; providing for termination of Task
Force; providing for codification; providing an
effective date; and declaring an emergency.

SUBJECT: Task Force for the Study of State Tax Credits and Economic
Incentives ‘

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA :
SECTION 1. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 2357.1A-1 of Title 68, unless

there is created a duplication in numbering, reads as follows:

A. There 1is hereby created the Task Force for the Study of
State Tax Credits and Economic Incentives.

B. The Task Force shall consist of ten (10) members to be
appointed or selected as follows:



&N
e d

claimed and any other economic incentives that affect state or local
tax liabilities. The study shall include, but shall not be limited
to:

2. The economic impact related to the utilization of state tax
credits;

3. Analysis of the utilization of the Credits by tax credit
purchasers;

4. The impact of tax credits on any and all eéconomic sectors of
the state economy;

5. The adequacy or inadequacy of state tax credits or other
economic incentives; and

6. Such other matters related to state tax credits Or economic
incentives as the Task Force deems relevant,

G. The Task Force shall be subject to the provisions of:
1. The Oklahoma Open Meeting Act; and

2. The Oklahoma Open Records Act.

Oklahoma House of Representatives and the President Pro Tempore of
the State Senate not later than December 31, 2011.

J. The provisions of this section shall cease to have the force
and effect of law and the Task Force shall terminate effective
January 1, 2012.

SECTION 2. This act shall become effective July 1, 2011.

ENR. H. B. NO. 1285 Page 3



Passed the House of Representatives the 16th day of May, 2011.

Presiding Officer of the House of
Representatives

Passed the Senate the 17th day of May, 2011.

OFFICE OF THE GOVERNOR

Received by the Governor thia

day of , 20

at o’clock

By:

Approved by the Governor of the State of Oklahoma the

Presiding Officer of the Senate

day of
oclock = M

, 20 , at

OFFICE OF THE SECRETARY OF STATE
Received by the Secretary of State this____

day of s 20
at o’clock M
By:
ENR. H. B. NO. 1285

Governor of the State of Oklahoma

Page 5
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STATE OF OKLAHOMA

Tuly 14, 2011

TO: Rep. David Dank, Chairman, House Revenue and Taxation Subcommittee
FROM: Mark Harter, Deputy Chief Counsel
SUBJECT: Attorney General Opinion No. 2010-16: Constitutionality of Certain Tax Credits

The Opinion answered a number of questions related to the constitutionality of certain state tax
credits.

According to a 1984 Oklahoma Supreme Court case, if an Attorney General Opinion concludes
that a statute is unconstitutional, the opinion must be treated as advisory. This means that only a
district court or the Oklahoma Supreme Court has the power to make a final and binding
declaration regarding unconstitutionality.

Generally, the Opinion concluded that a state tax credit does not violate the provisions of the
Oklahoma Constitution if it meets three tests:

1. The State of Oklahoma must have some form of “consideration” as a result of the tax
credit. This could take the form of economic activity such as job creation or actual expenditures
by a business entity such as those which qualify for the “investment tax credit” authorized by 68
O.S. Section 2357.4. In this case, the economic activity takes place before any tax credit is
claimed on a tax return. The Opinion cited the tax credit for advanced small wind turbines as an
example of a credit that meets this test because the credit cannot be claimed until the wind
turbine is manufactured.

2. There must be a public purpose for the tax credit. The Opinion cited a number of cases
from the Oklahoma Supreme Court which support the idea that economic development is a
legitimate public purpose with the condition that the economic activity takes place before the
credit can be claimed on a tax return.

3. There must be adequate safeguards and controls with respect to the tax credit. This
requirement is related to the expenditure of public funds which according to the Oklahoma
Constitution must be for a public purpose. If the Legislature authorizes the use of tax credits (the
equivalent of spending public funds), then there must some type of safeguard or control related
to the expenditures. The Opinion did not undertake to provide specific guidance about what
constitutes adequate safeguards and controls, but did cite some examples of credits that lack
adequate safeguard and controls.



4. With regard to transferable tax credits, the Opinion concludes that the three factor test
of adequate consideration, public purpose and adequate safeguards must be met by the original
credit “holder” (the credit transferor) and by any person or entity to whom or to which credits
are transferred (the credit transferee). If a tax credit is transferable, according to the Opinion the
credit must be subject to the same restrictions regardless of whether the credit is being used by
the original entity to whom or to which the credit is provided or is being used by a person or
entity to whom or to which the credit is transferred.

The Opinion focused attention on both the Small Business Capital Formation Incentive Act and
the Rural Venture Capital Formation Incentive Act as providing for tax credits that do not meet
one or more of the three requirements, primarily adequacy of consideration to the State of
Oklahoma for the investment of equity funds using the qualified capital company structure.

If I need to follow up, please let me know.

MH:tk/120920
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OFFICE OF ATTORNEY GENERAL

STATE oF OKLAHOMA
ATTORNEY GENERAL OPINIONS
2010-16

The Honorable David Dank December 20, 2010
State Representative, District 85

State Capitol, Room 400

Oklahoma City, Oklahoma 73105

Dear Representative Dank:

This office has received your request for an official Attorney General Opinion in which you ask, in
effect, the following questions:

1. Under what conditions may the State of Oklahoma authorize income tax
credits? Must a taxpayer perform an economic activity to claim an
income tax credit? Do income tax credits violate Sections 14 and 15 of
Article X of the Oklahoma Constitution because the credit constitutes a

gift?

2, If the State of Oklahoma authorizes a tax credit and also allows the tax
credit to be transferred from the taxpayer originally entitled to the tax
credit to another taxpayer, does the transfer violate Sections 14 and 15
of Article X of the Oklahoma Constitution because the taxpayer, to
which the credit is transferable, may have the benefit of reducing a tax
liability without any corresponding economic obligation?

3. Dotheproyisions of the Small Business Capital Formation Incentive Act
or the provisions of the Rural Venture Capital Formation Incentive Act
violate Sections 14 and 15 of Article X of the Oklahoma Constitution
because the credit resulting from the investment activity constitutes a gift
to a taxpayer entity making the investment upon which the credits are

based?

STANDARD OF REVIEW

Statutes are presumed constitutional. Rehermanv. Okla. Water Res. Bd,, 679 P.2d 1296, 1300 (Okla.
1984). “Whenever possible, statutes should be construed so as to uphold their constitutionality.”
Id. Ifastatute’s “language is susceptible to a meaning that will remove the objections to its validity,
such interpretation should be adopted.” Way v. Grand Lake Ass'n, 635 P.2d 1010, 1017, (Okla.
1981) (quoting Herndon v. Anderson, 25 P.2d 326, 328 (Okla. 1933)). The question to be answered

313 N.E. 2157 Streer » OkeanoMa City, OK 73105 ¢ (405) 521-3921 ¢ Fax: (405) 521-6246

~
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The Honorable David Dank A.G. Opin. 2010-16
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in evaluating a statute’s constitutionality is not whether the Legislature is permitted to do such an
act but whether the Legislature is prohibited from doing such an act. Draper v. State, 621 P.2d
1142, 1146 (Okla. 1980).

I.
THE OKLAHOMA SUPREME COURT HAS UPHELD THE
CONSTITUTIONALITY OF OKLAHOMA INCOME TAX CREDITS

“The legislature declares the fiscal policy of Oklahoma, and has the responsibility to doso.” Fent
v. State ex rel. Okla. Tax Comm'n, 99 P.3d 241, 247 (Okla. 2004).! The State of Oklahoma has fifty-
five income tax credits.? Income tax credits that annually reduce Oklahoma state revenue by
hundreds of millions of dollars have been enacted over the years.” These credits can be broadly
classified in two categories: non-economic development credits and economic development credits.

A. Non-Economic Development Tax Credits

Non-economic development income tax credits have been upheld by the Oklahoma Supreme Court.
Fent upheld the validity of the Oklahoma earned income tax credit (68 0.S5.2001, § 2357.43) as to
various constitutional provisions, including Sections 14 and 15 of Article X of the Oklahoma

Constitution. In analyzing the issue, Fent stated:

The issue before us concerns not the levying of a tax, but the adoption by the
legislature of a tax credit. We have held previously that deductions to be allowed in
computing net income depend entirely on the legislative will and must be clearly
expressed. Deductions from gross income are a matter of legislative grace, and
whether they are allowable [to the taxpayer] depends upon the statute. The same
rationale applies to tax credits enacted by the legislature.

Id. 99 P.3d at 244 (citations omitted). Furthermore Fent said:

The State may classify persons and the origin of their incomes, and may apportion
deductions or exemptions, provided the classifications and apportionment are

! Courts have “no authority to consider the desirability, wisdom, or practicability of fiscal legislation.” Calvey v. Daxon,
997 P.2d 164, 171 (Okla. 2000). “In ruling on decisions made by the legislature to enact tax credits, it is not the duty or
the privilege of this Court to rule on the wisdom, practicality or common sense of the tax credits.” Fent at 247.

? See Tax Policy Division of the Okla. Tax Commission, Okla. Tax Commission Tax Expenditure Rep.2009-2010, II.
Income Tax, A. Credits, available at http://www.tax.ok.gov/reports/TER_2009-2010.pdf.

? Table I contains Assistant Attorney General David Kinney’s excerpts from the Oklahoma Tax Conmission Tax
Expenditure Report, 2009-2010, II. Income Tax, A. Credits. The report is the “Tax Commission’s best estimate of the
amount of state revenue that would have been collected” for each item in the report. See id. at 3. The 2010 fiscal year
total costs of these income tax credits is almost $260 million dollars. See Table 1.
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reasonable and related to the object of taxation. All that is required is that there be
reasonable classification and reasonable opportunity for uniform or equal incidence
upon the classes created. The determination by this Court is whether our legislature
has “classified reasonably and has set up a system designed to operate with
reasonable uniformity and equality on the given classes.”

Id. at 245 (citations omitted).

Fent also looked at the constitutional provisions of Sections 14 and 15 of Article X of the Oklahoma
Constitution. Sections 14 and 15(A) are generally construed in tandem. Section 14 is a restriction
on the expenditure of public funds. In pertinent part it provides, “taxes shall be levied and collected
by general laws, and for public purposes only.” OKLA. CONST. art. X § 14(A). Section 15 of Article
X of the Oklahoma Constitution limits the ability of the State to give, pledge, loan or donate to
individuals or entities:

A. Except as provided by this section, the credit of the State shall not be given,
pledged, or loaned to any individual, company, corporation, or association,
municipality, or political subdivision of the State, nor shall the State become
an owner or stockholder in, nor make donation by gift, subscription to stock,
by tax, or otherwise, to any company, association, or corporation.

Id. Fent found the Oklahoma earned income tax credit did “not constitute a gift by the state to
individuals under Art. 10 § 15.” Id 99 P.3d at 248.

B. Economic Development Tax Credits
To be Constitutidnal, Economic Development Tax Credits Must:

1. SERVE A PUBLIC PURPOSE,

2. BE SUPPORTED BY ADEQUATE CONSIDERATION, AND

3. HAVE ADEQUATE CONTROLS AND SAFE GUARDS. -
“Encouragement and promotion of commerce and industry in the state is an authorized function of
the State of Oklahoma.” In re Okla. Dev. Fin. Auth., 89 P.3d 1075, 1081 (Okla. 2004). “An
economic development plan, in whatever form it takes, will be upheld so long as it serves a public
purpose and otherwise meets constitutional requirements.” State ex rel. Brown v. City of Warr

Acres, 946 P.2d 1140, 1144-45 (Okla. 1997). For an economic development income tax credit to
be constitutional, three elements must be present:

1. The credit must serve a public purpose,
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2. The credit must be supported by adequate consideration, and
3. The credit must have adequate controls and safeguards.
PUBLIC PURPOSE

“(T)he term ‘public purposes’ as used in section 14, Art. 10 is not to be construed in a narrow and
restricted sense.” Way, 635 P.2d at 1015 (quoting Bd. of Comm’r v. Shaw, 182 P.2d 507, 515 (Okla.
1947)). Way noted that the term “public purpose” as used in a constitutional context is “synonymous
with ‘governmental purposes.’ ” /d. It “means a purpose affecting the inhabitants of the state or
taxing district as @ community, and not merely as individuals.” /d. (emphasis added). See also,
Burkhardt v. City of Enid, 771 P.2d 608, 610-11 (Okla. 1989). Further “[c]ourts are to give great
deference to a legislative body’s determination that a particular project serves a public purpose,” and
will reverse such determination “only upon a clear showing that it was manifestly arbitrary,
capricious, or unreasonable.” City of Warr Acres, 946 P.2d at 1144.

ADEQUATE CONSIDERATION

The second factor for determining whether a legislative appropriation constitutes a gift as prohibited
by Section 15, Article X turns on the presence of adequate consideration. “A gift within the meaning
of this section is a gratuitous transfer of the property of the state voluntarily and without
consideration.” Hawks v. Bland, 9 P.2d 720, 722, (Okla. 1932). The existence of consideration was
the determining factor in Childrens Home & Welfare Association v. Childers, 171 P.2d 613 (Okla.

1946):

[W]e conclude that where the State receives property or service in return for the
payment of its money, even though such payment by the State be voluntary in the
sense that the contract whereunder the money was paid was voluntarily entered into,

it is not to be treated as a gift.

Id at 614.

Way found that the consideration test had been met by the legislation’s creation of a unilateral
contract:

[A]nd by reason of the detailed requirements and qualifications together with the
governmental controls and safeguards which are an integral part of the statutory plan
under which the [private company] is enabled to receive legislative appropriations,
the appropriation statutes are in the nature of a unilateral contract between an agency
of state government and [the private company). [The private companies] herein are
not, therefore, in violation of Art. 10, s 15.

Way, 635 P.2d at 1018.

L
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Burkhardt also found that, “Consideration may be measured by benefit to one party or by
forbearance, detriment, loss or responsibility assumed by the other party.” Id. 771 P.2d at611. The
court found the presence of adequate consideration in the private university’s agreement to remain
operating and to accept strict restrictions on the expenditure of the funds received from the city in
exchange for the campus property, “Although a municipality may be flexible in structuring its plans
for economic development, it must obtain adequate consideration and accountability from a private
actor in exchange for the expenditure of public funds.” /d. at 614 (emphasis added).

CONTROLS AND SAFEGUARDS

Way emphasized the “detailed conditions and governmental safeguards and controls” present in the
legislation at issue. /d. 635 P.2d at 1015. The factual scenario involved in Way was an appropriation
of state funds to the Oklahoma Tourism and Recreation Department for the purpose of providing
funding to public and private agencies to cooperate with the Department in the promotion of tourism
in Oklahoma. /d. at 1012. Given the detailed expressions of the legislative purposes and the
restrictions and safeguards on how the funds could be spent by the corporations in furtherance of
those purposes, Way concluded that the appropriations were for public purposes. /d. at 1018.

In summary, for an economic development income tax credit to be constitutional three elements must
be present:

1. a public pufpose,
2. adequate consideration, and
3. adequate controls and safeguards.

C. Example of an Oklahoma Economic Development
Tax Credit That Meets All Three Required Factors.

An example of an Oklahoma economic development income tax credit that appears to meet all three
required factors is the credit for Oklahoma manufacturers of advanced small wind turbines. See

2010 Okla. Sess. Laws ch. 327, § 12 (amending 68 0.S.Supp.2009, § 2357.32B). A public purpose
is present because using renewable energy to conserve our natural resources benefits all Oklahomans.
Wind energy has a positive impact on the environment, and does not generate the pollutants caused

by other energy generation sources.

Consideration is present because the credit is predicated on the actual manufacture of “advanced
small wind turbines.” See id. (emphasis added).

In Section 2357.32B(C) adequate controls are present as, before claiming the credit, a company
“shall agree in advance to allow their production and claims to be audited by the Oklahoma Tax
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Commission” and because no credit is available until the manufacturer has in fact manufactured
advanced small wind turbines in Oklahoma.! Id

D. Example of an Oklahoma Economic Development Tax
Credit That Does Not Meet All Three of the Required Factors.

An example of an Oklahoma economic development income tax credit that does not appear to have
met the three factor test is the coast to coast airline service tax credit. 68 O.S.Supp.2009, § 2357.28.°
Under this statute, a tax credit was generated by making an eligible investment in an establishment

that:

3. a. is headquartered in this state or is ultimately controlled by an entity
headquartered in this state, and

b. hasbeencertified by the Tax Commission as meeting the following minimum
qualifications:

(1) is included within the definition of “basic industry” as set forth in
division (7) of subparagraph a of paragraph 1 of subsection A of
Section 3603 of this title and has been preapproved by the Oklahoma
Department of Commerce to receive incentive payments pursuant to

the Oklahoma Quality Jobs Program Act. . . .

(2)  can demonstrate commitments from not fewer than twenty entities
doing business in this state, with such entities having in the aggregate
not fewer than two thousand (2,000) employees in this state, fo utilize
the services of the establishment in providing nonstop air
transportation from this state to either the west coast or the east
coast of the continental United States, or both. Such commitments,
at a minimum, may be in the form of letters of intent from
authorized officers of such entities which demonstrate a best efforts
intention to utilize such air transportation, and

3) has received, or its parent has received, in calendar year 2000, a
capitalization commitment in the amount of Fifteen Million Dollars
($15,000,000.00) or more from a local governmental entity,
including, but not limited to, proceeds from the issuance of revenue
bonds, financial obligations or other evidences of indebtedness.

* Whether the three factors are present for an Oklahoma economic development income tax credit is a question of fact
that cannot be answered in an Attorney General Opinion. 74 0.5.2001, § 18b(A)(5).

5 This tax credit had a sunset date of 12/31/2005. [d. § 2357.28(A).
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Id. (emphasis added).

The coast to coast airline service tax credit does not meet the three factor test because that tax credit
provision lacks adequate consideration, and does not constitute a public purpose. As we learned
from both the Way and Burkhardt cases, public purpose is synonymous with a “governmental
purpose,” and “means a purpose affecting the inhabitants of the state or taxing district as a
community, and not merely as individuals.” Way, 635P.2d at 1015 (citation omitted); see Burkhardt,
at771 P.2d at611. Certainly, the establishment of nonstop airline service from Oklahoma to either
the east or west coast would constitute a public purpose affecting the inhabitants of the State as a
community. But, the coast to coast airline service tax credit does not require the establishment of
such a service in order for the credit to be earned.

Rather, to obtain the credit all that is necessary is that an investment be made in an eligible entity that
has merely obtained letters of intent from twenty entities doing business in the state to use the
services of the establishment’s nonstop air transportation from the state to either the east coast or
west coast, and that the establishment also receive a moral obligation commitment for the required
capitalization. There is no requirement that the establishment being invested in actually establish
nonstop air transportation service from the state to either coast. Thus, the only benefits of the credit
— in the absence of the establishment of such nonstop air service — are individual benefits to the
investor and to the establishment in which they invested. The tax credit does not depend on a
positive effect on the inhabitants of the State as a community, and therefore, does not serve a public

purpose.

Further, as no public purpose is served, the State does not receive adequate consideration for the
granting of the credit. The investment alone is no benefit to the inhabitants of the State as a
community, nor is there any forbearance, detriment, loss or responsibility assumed by the taxpayer
that would operate as a benefit to the State’s inhabitants as a community. Thus, adequate
consideration is also lacking in the coast to coast airline service tax credit provisions.

E. Summary

In sum, the Legislature declares the fiscal policy of Oklahoma. Fent, 99 P.3d at 247. Two types of
income tax credits exist in Oklahoma: non-economic development tax credits and economic
development tax credits. Oklahoma non-economic development income tax credits have been held
to be constitutional. /d. at 244-48. For an Oklahoma state economic development income tax credit
to be constitutional three factors must be present.

First, it must promote a “ ‘public purpose,’ affect[ing]
the inhabitants of the state or taxing district as a
community.” Burkhardt, 771 P.2d at 611.

Second, adequate consideration must be present. /d.
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Third, there must be adequate controls and safeguards
in place. Way, 635 P.2d at 1018.

When these three factors are present, there is no gift and the Oklahoma economic development
income tax credit does not violate Sections 14 and 15 of Article X of the Oklahoma Constitution.
Whether these three factors are present for a specific economic development Oklahoma income tax
credit is a question of fact that cannot be answered in an Attorney General Opinion. 74 0.5.2001,

§ 18b(AX5).

IL
TRANSFERABILITY OF TAX CREDITS

While the Legislature has declared that many Oklahoma economic development income tax credits
are “freely transferable” to subsequent transferees,’ this description by the Legislature may be
misleading, because the transferability of these tax credits under Oklahoma law is unconstitutional
under Sections 14 and 15(A) of Article X of the Oklahoma Constitution unless the three factors

discussed above are present. '

§ The Oklahoma Legislature amended several of the statutes below, however those amendments are not germane to your
questions. See 2010 Okla. Sess. Laws ch. 327, 2010 Okla, Sess, Laws ch. 418.

Oklahoma income tax credits that are “freely transferable” include:
credit for investments in qualified venture capital companies, 68 O.S.Supp.2009, § 2357.7(F);
Oklahoma Coal Production Incentive Act, 68 0.5.2001, § 2357.11(H), (I));
investment in certain enterprises, 68 O.S.Supp.2009, § 2357.28(B);
electricity generated by zero-emission facilities, 68 0.8.2001, § 2357.32A(F);
'manufacturers of small wind turbines,68 O.S.Supp.2009, § 2357.32B(E),
qualified rehabilitation expenditures — certified historic structﬁres, 68 0.S.Supp.2009, § 2357.41(F);
investments by space transportation vehicle providers, 68 O.S.Supp.2009, § 2357.42(B);

contractor expenditures for construction of certain energy efficient residential properties, 68
0.5.Supp.2009, § 2357.46(E);

railroad reconstruction or replacement expenditures, 68 O.S.Supp.2009, 2357.104(C).

Contrast: the credit for commercial space industries provides: “In no event shall any credit generated pursuant
to the provisions of this section be transferable or refundable.” 68 0.5.2001, § 2357.13(C).
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As we have seen in Part  of this Opinion, in order for an Oklahoma state economic development tax
credit to be constitutional, three factors must be present, the credit must serve a public purpose, be
supported by adequate consideration, and there must be adequate controls and safeguards in place.

When a tax credit that is not supported by all three of these elements is made transferrable by the
Legislature under conditions in which the transferee to whom the tax credit is transferred enjoys the
full benefit of the credit, the credit in the hands of the new transferee is also unconstitutional. This
is so because the tax credit that was transferred was never supported by the required three elements
in the first instance. Despite the Legislature’s making the transfers “freely transferrable,” the State
would have recourse against the transferee to revoke all or part of the credit transferred, because the
credit was unconstitutional.

An example of an Oklahoma economic development income tax credit that appears to meet the three
factors and is transferable is once again the credit for Oklahoma manufacturers of advanced small
wind turbines, 2010 Okla. Sess. Laws ch. 327, § 12 (amending 68 O.S.Supp.2009, § 2357.32B).
The statutory language that provides for transferring credits states:

E. The amount of the credit allowed but not used shall be freely transferable at
any time during the ten (10) years following the year of qualification. Any
person to whom or to which a tax credit is transferred shall have only such
rights to claim and use the credit under the terms that would have applied
to the entity by whom or by which the tax credit was transferred. The
provisions of this subsection shall not limit the ability of a tax credit
transferee to reduce the tax liability of the transferee regardless of the actual
tax liability of the tax credit transferor for the relevant taxable period. The
transferor originally allowed the credit and the subsequent transferee shall
jointly file a copy of the written credit transfer agreement with the Tax
Commission within thirty (30) days of the transfer. The written agreement
shall contain the name, address and taxpayer identification number of the
parties to the transfer, the amount of the credit being transferred, the year the
credit was originally allowed to the transferor and the tax year or years for
which the credit may be claimed. The Tax Commission may promulgate rules
to permit verification of the validity and timeliness of a tax credit claimed
upon a tax return pursuant to this subsection but shall not promulgate any
rules that unduly restrict or hinder the transfers of such tax credit.

Id. (emphasis added).

While the credits are described as “freely transferable” that does not mean the transferee is without
restrictions. First, under the language of the statute itself, the transferee of any credit authorized by
Section 2357.32B(E) is subject to adjustments made to the transferor by the Oklahoma Tax
Commission. Accordingly, the transferee does not enjoy the status of a bonafide purchaser for value,
and thus under the statute the three requirements for constitutionality are equally applicable to the
transferee and the transferor. That s, if the consideration supporting the tax credit required further
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action by the transferor — which was never forthcoming, the lack of such consideration would
nullify the credit in the hands of the transferee.

An example of an Oklahoma economic development income tax credit that does not appear to meet
transferability rules is the tax credit for qualified rehabilitation expenditures. See 2010 Okla. Sess.
Laws ch. 327, § 14, ch. 418, § 5 (amending 68 O.S.Supp.2009, § 2357.41). The statutory language
that provides for transferring credits has the same language as the credit for Oklahoma manufacturers
of advanced small wind turbines, Section 2357.32B. Section 2357.41(F) states, “Any person to
whom or to which a tax credit is transferred shall have only such rights to claim and use the credit
under the terms that would have applied to the entity by whom or by which the tax credit was
transferred.” Id. But a limitation immediately following provides:

G. Notwithstanding any other provisions in this section, on or after January 1,
2009, if a credit allowed pursuant to this section which has been transferred
is subsequently reduced as the result of an adjustment by the Internal
Revenue Service, Tax Commission, or any other applicable government
agency, only the transferor originally allowed the credit and not any
subsequent transferee of the credit, shall be held liable to repay any
amount of disallowed credit.

Id. (emphasis added).

This transfer statute that does not permit enforcement of the three elements required to support a
constitutional state economic tax credit against a transferor is infirm, for it would permit the granting
of an economic development income tax credit to the transferee taxpayer without recourse, in
instances when the transferor failed to provide the promised consideration, and in instances in which
the tax credit either did not serve a “public purpose,” or did not have adequate protections and

safeguards attached to it.

Another example of an Oklahoma economic development income tax credit that does not appear to
meet transferability rules is the tax credit for contractor expenditures for construction of certain
energy efficient residential propertics. 2010 Okla. Sess. Laws ch. 327, § 15 (amending 68
0.8.Supp.2009, § 2357.46). The statute does not contain language providing that any person to
whom or to which a tax credit is transferred shall have only such rights to claim and use the
credit under the terms that would have applied to the entity by whom or by which the tax credit
was transferred. Instead Section 2357.46(E) merely provides: “the credits authorized by this section
shall be freely transferable to subsequent transferees.” /d. Recapture provisions that only apply to
the transferor and not to transferees do not provide adequate controls and safeguards for the claim
and use of an Oklahoma economic development income tax credit.” No “detailed conditions and

7 The credits for qualified venture capital companies (68 O.S.Supp.2009, § 2357.7), Oklahoma Coal Production
Incentive Act, (2010 Okla. Sess. Laws ch. 327, § 6 (68 O.5.Supp.2009, § 2357.11)); tax credit for investment in certain
enterprises, (68 O.S.Supp.2009, § 2357.28); tax credit for contractor expenditures for construction of certain energy

3
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governmental safeguards and controls” exist. Way, 635 P.2d at 1015. Many times the original
taxpayer transferring the tax credit may no longer be in business, and/or has not provided adequate
consideration, making an unrestricted tax credit in the transferee hands an unconstitutional gift.

IIL

THE SMALL BUSINESS CAPITAL FORMATION INCENTIVE ACT
&

THE RURAL VENTURE CAPITAL FORMATION INCENTIVE ACT

The Small Business Capital Formation Incentive Act, 68 O.S.Supp.2009, §§ 2357.60 - 65A," and
the Rural Venture Capital Formation Incentive Act, 68 O.S.Supp.2009, §§ 2357.71 ~76A.,° both
allow a taxpayer who makes a “qualified investment” in either “qualified small business capital
companies” or “qualified rural small business capital companies,” respectively, a credit against the
income tax or the insurance premium tax. 68 0.S.Supp.2009, §§ 2357.62; 2357.73. The acts
specifically and in detail define “qualified investment,” “qualified small business capital company,”
and “qualified rural small business capital company.” 68 O.S.Supp.2009, §§ 2357.61; 2357.72. Tax
credits are generated only after the qualified capital company invests in an Oklahoma small business
venture or Oklahoma rural small business venture, not when an investor buys an ownership interest
in the qualified capital company. 68 O.S.Supp.2009, §§ 2357.62; 2357.73. The tax credits were
created to be “used in pursuit of a legitimate business purpose” in the respective Acts. 68
0.S.Supp.2009, §§ 2357.62(B); 2357.73(B).

In addition to the very detailed definitions of investments that qualify for the tax credits, the Small
Business Capital Formation Incentive Act and the Rural Venture Capital Formation Incentive Act
also mandate how the investments may be used and how they must be documented. These statutes
authorizes the Oklahoma Tax Commission to independently determine whether the proposed use of
the investments qualifies for the credits. 68 O.S.Supp.2009, §§ 2357.61; 2357.63A; 2357.72;
2357.74A. Each “qualified small business capital company” and “qualified rural small business
capital company” must also prepare and maintain specific and detailed records and reports. 68
0.S.Supp.2009, §§ 2357.63C(A); 2357.64; 2357.74C; 2357.75. Bothacts authorized the Oklahoma
Tax Commission to recapture tax credits if the investment is returned or refunded, or the
Commission otherwise determines that the investment did not qualify. See 68 O.S.Supp.2009, §§
2357.63B; 2357.74B.

efficient residential properties, (2010 Okla. Sess. Laws ch. 327, § 15 (68 O.S.Supp.2009, § 2357.46)) have similar
statutory transferability language.

' The Legislature enacted a moratorium on the Small Business Capital Formation Incentive Act from June 1, 2010
through December 31, 201 1during the 2010 session. 2010 Okla. Sess. Laws ch.433,§ 1.

9 The Legislature enacted a moratorium on the Rural Venture Capital Formation Incentive Act from June 1, 2010
through December 31, 201 1during the 2010 session. 2010 Okla. Sess. Laws ch. 433, § 4.
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In spite of these definitions and controls, the statutes do nof comply with the constitutional mandates
recognized in Way and Burkhardt. The mere investment of money into a company does not satisfy
the three factors necessary for an Oklahoma economic development income tax credit to be valid.
The State does not “receive property or service” on an investment; hence consideration is absent.
Childrens Home & Welfare Ass’'n, 171 P.2d at 614. For these acts to be constitutional and not
violate Sections 14 and 15 of Article X of the Oklahoma Constitution the three factors for an
Oklahoma economic development income tax credit must be present. First, the tax credit must
promote a “public purpose” affecting “the inhabitants of the state . . . as a community, and not
merely as individuals.” Burkhardt, 771 P.2d at 611 (citation omitted). Second, adequate
consideration must be present. /d. Third, there must be adequate controls and safeguards in place.
Way, 635 P.2d at 1018. Based on the foregoing, as a matter of law, the Small Business Capital
Formation Incentive Act and the Rural Venture Capital Formation Incentive Act are constitutionally
infirm under Sections 14 and 15 of Article X of the Oklahoma Constitution, because while the
investment of monies in a business entity may serve to benefit the individual entity, investment alone
does not serve a public purpose affecting the inhabitants of the State as a community, and does not
provide adequate consideration.'” To constitute a public purpose, the investment must result in
something more, a benefit to the inhabitants of the State in the form of — for instance, the actual
construction of wind turbines or the actual establishment of coast to coast direct air service to
Oklahoma. If a tax credit is predicated on investment only and not actual benefit to the inhabitants
of the State, it is only the individual company receiving the money that is benefitted, and no public
purpose is served.

It, therefore, the official Opinion of the Attorney General that:

1. The Legislature declares the fiscal policy of Oklahoma. Fent v. State ex
rel. Okla. Tax Comm’n, 99 P.3d 241, 247 (Okla, 2004). The Oklahoma
Supreme Court has upheld the constitutionality of Oklahoma non-
economic development income tax credits. /d. at 244-48. They are not
a gift and do not violate Sections 14 and 15 of Article X of the Oklahoma
Constitution. Id. They must, however, have a “reasonable classification
and reasonable opportunity for uniform or equal incidence upon the
class created.” Id. at 245.

2. To be constitutional an Oklahoma economic development income tax
credit must have three factors present:

First the tax credit must promote a “public purpose”
“affecting the inhabitants of the state as acommunity, and

19 An Attorney General's Opinion stating that an act of the Legislature is unconstitutional is advisory only and not
binding on a state official. State ex rel. York v. Turpen, 681 P.2d 763, 767 (Okla. 1984), Only a court of competent
jurisdiction can issue a binding opinion that a legislative act is unconstitutional. /d.
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not as individuals.” Burkhardt v. City of Enid, 771 P.2d
608, 611 (Okla. 1989).

Second, adequate consideration must be present, (id.) and

Third, there must be adequate controls and safeguards in
place. Way v. Grand Lake Ass'n, 635 P.2d 1010, 1018

(Okla. 1981).

The mere investment of money into a company does not satisfy the three
factors for a valid Oklahoma economic development income tax credit.
Childrens Home & Welfare Ass’n v. Childers, 171 P.2d 613, 614 (Okla.
1946). When the three factors are present there is no gift and the
Oklahoma economic development income tax credit does not violate
Sections 14 and 15 of Article X of the Oklahoma Constitution. State ex
rel. Brown v. City of Warr Acres, 946 P.2d 1140, 1144 (Okla. 1997).
Whether the three factors are present for an economie development
Oklahoma income tax credit is a question of fact that cannot be

answered in an Attorney General Opinion. 74 0.8.2001, § 18b(A)(5). ‘

Oklahoma economic development income tax credits that are freely
transferable do not violate Sections 14 and 15(A) of Article X of the
Oklahoma Constitution if the credit has the three factors present: public
purpose, consideration, and adequate controls and safeguards. All three
factors must be present before a transferred Oklahoma economic
development income tax credit may be claimed and used. The mere
investment of money into a company does not alone satisfy the three
factors necessary for a valid Oklahoma economic development income
tax credit. See State ex rel. Brown, 946 P.2d at 1144; Childrens Home &
Welfare Ass’n, 171 P.2d at 614; Way, 635 P.2d at 1018. Rather, the
investment must result in the service of a public purpose which affects
the inhabitants of the State as a community, not merely as individuals.
Burkhardt, 771 P.2d at 611; Way, 635 P.2d at 1015,

The Small Business Capital Formation Incentive Act, 68 0.S.Supp.2009,
§§ 2357.60 — 65A, and the Rural Venture Capital Formation Incentive
Act, 68 O.S.Supp.2009, §§ 2357.71 —76A, provide Oklahoma economic
development income tax credits to be “used in pursuit of a legitimate
business purpose” in the respective Acts. 68 0.S.Supp.2009, §§
2357.62(B); 2357.73(B). Tax credits are generated when a qualified
capital company invests in an Oklahoma small business venture or
Oklahoma rural small business venture. 68 0.S.Supp.2009, §§ 2357.62;
2357.73. For these tax credits to meet the constitutional requirements of
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Section 14 and 15(A) of Article X of the Oklahoma Constitution, the
three factors must be present: public purpose, consideration, and
adequate controls and safeguards. Burkhardt, 771 P.2d at 611; Way, 635
P.2d at 1018. The mere investment of money into a company does not
satisfy the three factors necessary for a valid Oklahoma economic
development income tax credit. Childrens Home & Welfare Ass’n, 171
P.2d at 614, The Small Business Capital Formation Incentive Act and
the Rural Venture Capital Formation Incentive Act are, as a matter of
law, constitutionally infirm under Sections 14 and 15 of Article X of the
Oklahoma Constitution." '

M Lol l—

W.A. DREW EDMONDSON
ATTORNEY GENERAL OF OKLAHOMA

Chlounl) DSl

DAVID L.
ASSISTANT ATTORNEY GENERAL

M-1

' An Attorney General’s Opinion stating that an act of the Legislature is unconstitutional is advisory only and not binding
on a state official. State ex rel. Yorkv. Turpen, 681 P.2d 763, 767 (Okla. 1984). Only a court of competent jurisdiction
can issue a binding opinion that a legislative act is unconstitutional. /d. iy



TABLE 1

Assistant Attorney General David Kinney’s Excerpts From The
Oklahoma Tax Commission Tax Expenditure Report 2009 - 2010,
IL. Income Tax, A. Credits

Investment in Equipment 27A 0.8. § 2-11-303 $3,300.00
Used for Recycling, Reuse,

or Source Reduction of

Hazardous Waste

Low Income Sales Tax 68 0.S. § 1370.3 $0

Relief

Taxes Paid to Another 68 O.S. § 2357 $33,987,000.00
State

Child Care " ) 68 O.S. § 2357 ' $28,991,000.00
Gas Used in 68 O.S. § 2357 $79,000.00
Manufacturing

Water Treatment & 68 O.S. § 2357 50

Pollution Control Facility

Oklahoma Investment/New 68 O.S. § 2357.4 $28,497,000.00
Jobs

Energy Conservation 68 O.S. § 2357.6 $21,000.00
Assistance Fund

Venture Capital 68 O.S. § 2357.7 $12,294,000.00
Oklahoma Coal Production 68 O.8. § 2357.11 $4,276,000.00
Commercial Space 68 O.8S. § 2357.13 $0

Industries Credit

Investment in Clean- 68 O.S. § 2357.22 $15,600,000.00

Burning or Electric Motor
Vehicles



Agriculture Processing
Facilities

Child Care Services —
Employers

Child Care Service
Providers

Coast to Coast Airline
Service

Ad Valorem Tax

Small Business Guaranty
Fee

Health Insurance

Wind or i’hotovoltaic
Energy Systems

Credit for Electricity
Generated by Zero-
Emission Facilities

Credit for Manufacturers
of Advanced Small Wind
Turbines

Hepatitis Inmunization

Tourism Promotion Credit

Tax Credit for Qualified
Rehabilitation
Expenditures

Space Vehicle Provider
Incentive

68 O.S. § 2357.25
68 O.S. § 2357.26

68 O.S. § 2357.27

68 O.S. § 2357.28 (Sunset
12/31/2005).

68 O.S. § 2357.29

68 0.8. § 2357.30

68 O.S. § 2357.31

68 O.S. § 2357.32

68 O.S. § 2357.32A
68 O.S. § 2357.32B

68 O.S. § 2357.33

68 O.S. §§ 2357.34 -
2357.40

68 0.S. § 2357.41

68 0.8. §2357.42

$2,517,000.00
$33,000.00

$198,000.00

$2,000.00

$26,000.00

$227,000.00

%0

$0

$1,239,000.00

$775,000.00

$19,000.00

$0

$671,000.00

$0

TABLE 1

Page 2




R

i

Oklahoma Eamned Income

Tax Credit

Credit for Donations to
Biomedical Research

. Foundations

Credit for Eligible

Expenditures Incurred by a

Contractor in the
Construction of Energy
Efficient Residential

Property

Credit for Eligible Wages

Paid by an Employer to an

Injured Employee

Credit for Modification
Expenses Paid by an
Employer for an Injured

Employee

Qualified Recycling
Facility

Investment in Qualified
Small Business Capital
Companies and Small
Business Ventures

Credit for Qualified
Ethanol Facilities

Credit for Eligible
Biodiesel Facility

Investment in Rural
Venture Capital
Companies and Rural
Small Business
Ventures

68 O.S. § 2357.43

68 0.S. § 2357.45

68 0.S. § 2357.46

68 O.S. § 2357.47

68 O.S. § 2357.47

68 O.S. § 2357.59

68 O.S. §§ 2357.62,
2357.63

68 O.S. § 2357.66
68 O.S. § 2357.67

68 0.S. §§ 2357.73,
§2357.74

$31,887,000.00

$364,000.00

$3,776,000.00

$31,000.00

$2,500.00

$32,000.00

$11,060,000.00

$0
$0

$37,406,000.00

TABLE 1

Page 3



Investment Incentive
Credit

Poultry Litter Tax Credit

Film and Music¢ Profit
Reinvestment Credit

Dry Fire Hydrant Credit

Credit for Eligible
Taxpayer’s Qualified
Railroad Reconstruction or
Replacement Expenditures

Computer Industry Credit
Aerospace Industry Credit

Specially Trained Canine
Credit

Credit for Tuition
Reimbursement for
Employers in the
Aerospace Sector

Credit for Employers in the
Aerospace Sector

Credit for Employees in
the Aerospace Sector

Wire Transmitter Fee
Credit

Volunteer Firefighter
Credit

Credit for Financial
‘Institutions Making Loans
under the Rural Economic
Development Loan Act

68 O0.S. § 2357.81

68 O.S. § 2357.100

68 0.S. §2357.101

68 O.S. § 2357.102

68 O.S. § 2357.104

68 O.S. § 2357.201
68 O.S. § 2357.202

68 O.S. § 2357.203

68 O.S. § 2357.302

68 O.S. § 2357.303

68 O.S. § 2357.304

68 0.8. § 2357.401
68 O.S. § 2358.7

68 O.8. § 2370

$150.00

$173,000.00

$34,000.00

$45,000.00

$1,130,000.00

Minimal
Minimal

$129,000.00

No data; effective January
1, 2009

No data; effective January
1,2009
No data; effective January
1,2009
No data; effective tax year
2010
$418,000.00
$35,000.00

Page 4
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Credit for Staﬁ'ord Loan
Origination Fee

Low Income Property Tax
Relief

Sales Tax Relief
Oklahoma Research and
Development Incentives

Act

Oklahoma Capital
Investment Board

68 0.S. § 2370.3

68 0.S. § 2907

68 0.S. § 5011

68 O.S. § 54006

74 0.8. § 5085.7

$349,000.00

$226,000.00

$43,212,000.00

$14,000.00

$0

TABLE 1

Page 5






511CR Credits - Tax Year 2009

as of March 2011

Credit # Credit Name
Amount Used
Credit 20  Rural Small Business Capital Credit 31,816,319
Credit 01  Oklahoma Investment/New Jobs Credit 16,942,510
Credit 03b Credit for Investment in Qualified Electric Motor Vehicle Property 9,405,220
Credit 04 Small Business Capital Credit 9,176,498
Credit 33  Credit for the Construction of Energy Efficient Homes 6,662,445
Credit 21  Credit for Electricity Generated by Zero-Emission Facilities 2,454 206
Credit 23  Credit for Manufacturers of Small Wind Turbines 1,457,134
Credit 34  Credit for Railroad Modernization 806,200
Credit 05 Oklahoma Agricultural Producers Credit 704,435
Credit 26  Volunteer Firefighter Credit 596,927
Credit 02 Coal Credit 569,691
Credit 39  Credit for Employees in Aerospace Sector 548,538
Credit 03a Credit for Investment in Clean-Burning Motor Vehicle Property 435,050
Credit 38  Credit for Biomedical Research Contribution 432,859
Credit 18  Credit for Qualified Rehabilitation Expenditures 423,309
Credit 09  Credit for Venture Capital Investment 301,218
Credit 13 Credit for Entities in the Business of Providing Child Care Services 140,505
Credit 25 Poultry Litter Credit 121,008
Credit 22 Credit for Fin. Institutions Making Loans under Rural Econ Dev Loan Act 80,391
Credit40  Credit for Employers in Aerospace Sector 65,508
~>redit 06  Small Business Guaranty Fee Credit 44,260
Credit 37  Credit for Gas Used in Manufacturing 36,577
Credit 08  Credit for Energy Assistance Fund Contribution 35,818
Credit 28  Film or Music Project Credit 27,250
Credit 30  Credit for Wages Paid to an Injured Employee 22,591
Credit 29  Credit for Breeders of Specially Trained Canines 18,926
Credit 07  Credit for Food Service Estab that Pay for Hepatitis A Vaccination 17,082
Credit 12 Credit for Employers Providing Child Care Programs 4,615
Credit 35 Research & Development New Jobs Credit 4,415
Credit 17 OK Local Development & Enterprise Zone Incentive Leverage Act Credit 4,295
Credit 15  Credit for Nonstop Air Service from Oklahoma to the Coast 3,153
Credit 24  Credit for Qualified Ethanol Facilities 2,349
Credit 27  Credit for Qualified Biodiesel Facilities 1,566
Credit 11 Credit for Qualified Recycling Facility 1,408
Credit 10  Credit for Hazardous Waste Control 177
Credit 31  Credit for Modification Expenses Paid for an Injured Employee 143
Credit 32  Dry Fire Hydrant Credit 56
Credit 14  Credit for Commercial Space Industries 0
Credit 16  Credit for Tourism Development or Film or Music Production Facility 0
Credit 19  Credit for Space Transportation Vehicle Provider 0
Credit 36  Credit for Stafford Loan Origination Fee 0
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L. INTRODUCTION

The following report is the tenth issue of the Oklahoma Tax Expenditure Report. Pursuant to
section 1 of Enrolled Senate Bill No. 135 of the Forty-fifth Legislature, First Regular Session,
codified at Section 205 of Title 68, the report includes the Tax Commission’s best estimate of the
amount of state revenue that would have been collected but for the existence of each exclusion,
deduction, credit, exemption, deferral, or other preferential tax treatment allowed by law for the
previous fiscal year. Enrolled House Bill 2426 of the Forty-sixth Legislature, Second Regular
Session amended Section 205 to provide that the report will be prepared no later than October 1
of each even-numbered year. Our next report will be issued October 1, 2012 with estimates for
the fiscal year 2012.

The provisions of state tax law that fall within this definition of a “tax expenditure” are separated
by tax type. Statutory provisions that affect more than one tax type are listed under each tax.

Tax expenditures do not include incentive payment programs Or exemptions to taxes not
administered, regulated, or collected by the Tax Commission.

The estimates are based upon information from actual tax returns and secondary data sources.
Each estimate has a different level of reliability based upon the accuracy of both the data and the
estimation procedure. The different categories are as follows: ,

Level 1 Estimate based upon information contained in actual tax
returns. The data collected is from.retums verified for
accuracy and unverified returns. This is the highest level of
reliability. '

Level 2 Estimate based upon a projection from a composite of a
fraction of returns filed or average amount of collections -

for the particular tax type involved.

Level 3 Estimate derived from secondary data sources, such as

other governmental agencies, industry sources, or national
reports.

Level 4 Level assigned for those items for which no known
reliable data source exists. :

The estimation process for income tax expenditures prevents the summing of each expenditure
and the drawing of any precise conclusions about their aggregate value. Estimates which are less
than Twenty-five Thousand Dollars ($25,000.00) are listed as “Minimal” unless a Level 1
estimate is available. Expenditures for which data resources are unavailable to provide an
estimate contain the notation N/A (not available). The Commission will continue to strive to
provide an estimate for these expenditures in subsequent reports. In 1995, the Tax Commission
contracted with the Center for Economics and Management'. Research (CEMR) at the University
of Oklahoma and the Office of Business and Economic Research (OBER) at Oklahoma State
University wherein the departments utilized their resources to provide revenue estimates for sales
tax expenditures. The expenditures for which the departments provided estimates are noted in
the “Data Source” line as “OU/OSU Group. The original estimates provided by the OU/OSU
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Group have been adjusted for the 2010 fiscal year. The sales and use tax estimates were not
adjusted for the remuneration allowed for vendors as compensation for collecting taxes, partial

compliance upon the removal of an exemption, or changes in buyer patterns due to the loss of an
exemption.

This report does not propose to offer an official list of tax expenditures. Rather, it describes as
many statutory “tax expenditures” as possible and provides revenue estimates for as many
provisions of the state tax laws as can be isolated and measured. Further, each description is a
very brief overview and is not intended to describe the tax expenditure with specificity.



II. INCOME TAX

A. CREDITS

Oklahoma offers a variety of income tax credits. Tax credits directly reduce tax and in some
cases are fully refundable, transferable, or can be carried over to a subsequent tax year. (Credits
are nontransferable and have no carryover unless otherwise indicated below).

1.

Hazardous Waste
Citation:
Description:

Estimate:
Data Source:
Reliability:

Citation:
Description:

Estimate:

3. Sales Tax Relief
Citation:
Description:

Estimate:
Data Source:
Reliability:

Investment in Equipment Used for Recycling, Reuse, or Source Reduction of

27A O.S. §2-11-303

One time nonrefundable credit against income tax for an
investment in equipment and installation of processes used for the
recycling, reuse or source reduction of hazardous waste. The
credit is not to exceed twenty percent (20%) of the net investment
cost. The credit must be taken within three (3) years of installation
and is not to exceed a total of Fifty Thousand Dollars ($50,000.00)
for three consecutive tax years.

$3,300.00 / 3 returns

Income Tax Returns

1

Low Income Sales Tax Relief

68 O.S. §1370.3

For Oklahoma residents whose gross household income is under
Twelve Thousand Dollars ($12,000.00) per year, a refundable
credit of Forty Dollars ($40.00) per personal exemption is allowed.
Credit is only available if sales tax is levied under 68 0.S. §1370.2.
To date, sales tax has not been levied under 68 O.S. § 1370.2. This
credit is different than the Sales Tax Relief Credit authorized under
68 O.S. § 5011.

Zero'

68 0.S. §5011

Persons domiciled in this state during the entire calendar year and
whose gross household income does not exceed Twenty Thousand
Dollars ($20,000.00) for individuals and Fifty Thousand Dollars
($50,000.00) for those who claim a dependent, are at least sixty-
five (65) years old or have a physical disability constituting a
substantial handicap to employment may file a claim for sales tax
relief. This relief is in the form of a refundable income tax credit.
$43,212,000.00 / 520,746 returns

Income Tax Returns

1

! Sales tax has not been levied under 68 O.S. § 1370.2.
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Low Income Property Tax Relief

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2907 -

A refundable income tax credit for an Oklahoma taxpayer, head of
household, at least sixty-five (65) years of age or totally disabled,
with a gross household income which does not exceed Twelve
Thousand Dollars ($12,000.00). The credit is based on the
property tax that exceeds one percent (1%) of the household

income, limited to a maximum credit of Two Hundred Dollars
(8200.00).

$226,000.00 / 1,402 returns

Income Tax Returns
1

Oklahoma Earned Income Tax Credit

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357.43

Allows a refundable Oklahoma Eamned Income Tax Credit equal to
five percent (5%) of the federal Earned Income Tax Credit.
$31,887,000.00 / 307,253 returns

Income Tax Returns

1

Taxes Paid to another State

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357

Nonrefundable credit for taxes paid to another state by resident
individuals upon personal services compensation.

$33,987,000.00 / 30,753 returns

Income Tax Returns

1

Child Care / Child Tax Credit

Citation:
Description:

Estimate:

Data Source:

Reliability:

68 O.S. §2357

An income tax credit (nonrefundable) for child care expenses in
the amount of twenty percent (20%) of the federal child care credit.
Beginning with tax year 2008, taxpayers could elect to take the
greater of the child care credit or five percent (5%) of the federal
child tax credit authorized under the Internal Revenue Code. In
both cases, federal adjusted gross income can not exceed One
Hundred Thousand Dollars ($100,000.00). This credit is allowed to
residents and part-year residents, subject to proration of Oklahoma
adjusted gross income to federal gross income.

$28,991,000.00 / 362,470 returns

Income Tax Returris

1



8. Child Care Services — Employers
Citation: 68 0.S. §2357.26
Description: An income tax credit of twenty percent (20%) of the amount paid
by employers to provide accredited child care programs for the
children of their employees. Unused credit may be carried over for

a period of four (4) years.
Estimate: $33,000.00 / 7 returns
Data Source: Income Tax Returns
Reliability: 1
9. Child Care Service Providers
Citation: 68 O.S. §2357.27
Description: A nonrefundable income tax credit of twenty percent (20%) of

eligible expenses incurred by entities primarily engaged in the
business of providing child care services. Unused credit may be
carried over for a period of four (4) years.

Estimate: $198,000.00 / 38 returns
Data Source: Income Tax Returns
Reliability: 1
10.  Gas Used in Manufacturing
Citation: 68 O.S. §2357
Description: A nonrefundable income tax credit for gas used in manufacturing

process. This credit is available to Oklahoma manufacturers who
use or consume natural or casinghead gas (with certain limitations)
in their manufacturing establishment. :

Estimate: $79,000.00 / 6 returns
Data Source: Income Tax Returns
Reliability: 1

11.  Water Treatment & Pollution Control Facility
Citation: - 68 0.S. §2357
Description: Income tax credit (nonrefundable) for water treatment facilities and

: pollution control devices.

Estimate: - Zero v :
Data Source: Income Tax Returns
Reliability: . L.

12.  Oklahoma Investment/New Jobs’

' Citation: 68 O.S. §2357.4

Description: Income tax credit (nonrefundable) for either an investment in

depreciable property used in a manufacturing or processing facility
or for a net increase in average levels of employment in said

2 Under 62 O.S. §690.4 (Enterprise Zone Incentive and Initiative) the Oklahoma investment/new jobs credit (68 O.S.
§2357.4) available to manufacturers and processors located in designated enterprise zones is increased. Estimate is
not available for this particular part of the incentive since tax return source data does not differentiate between
normal investment / new jobs credit and enterprise zone investment / new jobs credit

7
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12.

13.

14.

15.

Oklahoma Investment/New Jobs (i Continued)
facilities. Credits not used can be carried over to subsequent tax

years,
Estimate: $28,497,000.00 / 894 returns
Data Source: Income Tax Returns
Reliability: 1
Energy Conservation Assistance Fund
Citation: 68 O.S. §2357.6
Description: Individuals or corporations are allowed a credit (nonrefundable)

against income tax for fifty percent (50%) of monies contributed to
the Energy Conservation Assistance Fund described in 63 O.S.

§2901.
Estimate: $21,000.00 / 110 returns
Data Source: Income Tax Returns
Reliability: l
Agricultural Processing Facilities
Citation: 68 O.S. §2357.25 ‘
Description: A nonrefundable income tax credit for Oklahoma agricultural

producers who invest in Oklahoma producer-owned agricultural
processing cooperatives, ventures or marketing associations.

Estimate: $2,517,000.00 / 47 returns

Data Source: Income Tax Returns

Reliability: |

Oklahoma Coal Production

Citation: 68 O.S. §2357.11 :
Description: Section 2357.11 (B) provides for a nonrefundable coal credit, for

the purchase of Oklahoma-mined coal, to businesses providing
water, heat, light or power from coal to the citizens of Oklahoma
or to those which burn coal to generate heat, li ght or power for use
in manufacturing operations in Oklahoma. An additional credit is
allowed for Oklahoma-mined coal purchased. ~ *

Section 2357.11 (D) provides for a nonrefundable coal ‘credit to
businesses primarily engaged in mining, producing or extracting
coal in this state. A valid permit issued by the Oklahoma
Department of Mines must be held. The credit provided for in this
paragraph will be allowed for coal mined, produced or extracted in
any month in which the average price of coal is Sixty-eight Dollars
($68.00) or more per ton, excluding freight charges. Credit is
transferable and may be claimed up to five (5) years.

Estimate: $4.276,000.00 /19 returns
Data Source: Income Tax Returns:
Reliability: 1



16.

17.

18.

19.

Commercial Space Industries Credit

Citation: 68 0O.S. §2357.13

Description: Provides for a nonrefundable income tax credit based on an
investment in qualified commercial space industry projects. The
credit is five percent (5%) of the eligible capital costs.

Estimate: Zero

Data Source: Income Tax Returns

Reliability: 1

Space Vehicle Provider Incentive

Citation: 68 O.S. §2357.42

Description: Provides for a nonrefundable transferable income tax credit or

insurance premium tax credit for investment in a space
transportation vehicle provider. This credit sunsetted December 31,
2008, but any credit not used may be carried over for a period of

three (3) years.
Estimate: Zero
Data Source: Income Tax Returns
Reliability: 1 '
Investments in Clean-Burning or Electric Motor Vehicles
Citation: 68 O.S. §2357.22
Description: A one-time nonrefundable income tax credit for conversion of gas

or diesel powered vehicles to clean-buming fuel or electricity. The
credit is fifty percent (50%) of the cost of investment in the clean-
burning fuel or electrical equipment. In cases where no credit is
previously claimed and a motor vehicle is purchased with “factory
installed” clean-burning fuel or electrical equipment, and the
taxpayer elects not to determine the exact investment cost, the
credit is limited to ten percent (10%) of the motor vehicle purchase
price up to One Thousand Five Hundred Dollars ($1,500.00).

. Credit may be carried over for three (3) years.

Estimate: - $15,600,000.00

Data Source: Income Tax Returns

Reliability: 1

Coast to Coast Airline Service

Citation: 68.0.S. §2357.28 (Sunset 12/31/2005)

Description: A nonrefundable income tax credit allowed to an establishment

that  demonstrates commitment to provide nonstop air
transportation from this state to either the west coast or the east
coast of the continental United States, or both. This credit
sunsetted December 31, 2005 but any credit not used may be
carried over for a period of three (3) years.

Estimate: $2,000.00 / 14 returns
Data Source: Income Tax Returns
Reliability: 1

SRSy
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20.

21.

22.

23.

Ad Valorem Tax
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2537.29

Refundable credit allowed for residential property damaged or
destroyed by the tornado or similar cyclonic winds on May 3,
1999, October.9, 2001, or May 8 or 9, 2003.

$26,000.00 / 200 returns

Income Tax Returns

1

Small Business Guaranty Fee

Citation:
Description:

Estimate:
Data Source:
Reliability:

Health Insurance
Citation:
Description:

Estimate:

68 O.S. §2357.30

A nonrefundable income tax credit for small business operating
within this state for amounts paid to the U.S. Small Business
Administration as a guaranty fee pursuant to the obtaining of
financing guaranteed by the Small Business Administration.
Unused credit may be carried over for a period of five (5) years.
$227,000.00 / 154 returns

Income Tax Returns

1

68 O.S. §2357.31

A refundable income tax credit to employers (corporations,
partnerships, or sole proprietors) who provide health insurance to
their employees. This credit is only available to those employers
who had not provided health insurance in the past. To be eligible
for the credit, the employers must participate in a health care plan
approved by the Oklahoma Basic Health Benefits Board. The
credit is allowed for a two-year period and is Fifteen Dollars
($15.00) per month per eligible employee.

Zero®

Wind or Photovoltaic Energy Systems

Citation:
Description:

Estimate:

68 O.S. §2357.32

A nonrefundable income tax credit based on the cost of installing a
wind or photovoltaic energy system. The credit is calculated by
applying a percentage to the total cost of the system. This
percentage varies by year. The maximum allowable cost to which
the percentage is applied is Twenty Five Thousand Dollars
($25,000.00) for residential property and One Hundred Fifty
Thousand Dollars ($150,000.00) for non-residential property. To
the extent the credit is not utilized, it may be carried over for a
period not to exceed five (5) years. '

Zero* ’

? This credit was available only to “state-certified, basic health béne_ﬁts_ plans” authorized under 36 O.S. § 6503,
which was repealed in 1997.

# Costs for this credit had to be incurred no later than 1995, but any unused credit had a five (5) year carryover.

10



24,

25.

26.

27.

28.

Credit for Electricity Generated by Zero-Emission Facilities
Citation: 68 O.S. §2357.32A

~ Description: - Provides for a nonrefundable income tax credit based on the

amount of electricity generated by a qualified zero-emission
facility. The credit is transferable and any unused credit may be
carried over for a period of ten (10) years.

Estimate: $1,239,000.00 / 34 returns
Data Source: Income Tax Returns
‘Reliability: 1
Tax Credit for Qualified Rehabilitation Expenditures
Citation: 68 0.S. § 235741 ‘
~Description: " Provides for a transferable nonrefundable income tax credit equal

to one hundred percenti (100%) of the federal rehabilitation credit
under Title 26 U.S.C. § 47. Unused credit may be carried over for

a period of ten (10) years.
Estimate: $671,000.00 / 28 returns
Data Source: Income Tax Returns
Reliability: 1
Credit for Manufacturers of Advanced Small Wind Turbines
Citation: 68 O.S. §2357.32B , :
Description: A transferable nonrefundable income tax credit is allowed for

Oklahoma manufacturers of advanced small wind turbine products,
in_cluding ;Otor' blades and alternators. The credit is based on the
square footage of rotor-swept area of advanced small wind turbines

manufactured in this state.. Unused credit may be carried over for a '

,  period of ten (10) years.
Estimate: . $775,000.00 / 59 returns
Data Source: Income Tax Returns
Reliability: 1
Hepatitis Immunization
Citation: 68 O.S. §2357.33
Description: A nonrefundable income tax credit for amounts paid by a taxpayer

operating-onc or more food service establishments for providing

immunizations against Hepatitis A to employees who work in such

- establishments.
Estimate: ~$19,000.00 /9 returns
Data Source: Income Tax Returns
Reliability: 1
Tourism Promotion Credit
Citation: 68 O.S. §§ 2357.34 through 2357.40 _
Description: Provides for a nonrefundable income tax credit for an investment

in a qualifjed tourism attraction project. The credit is based on the
approved costs of the project and is ten percent (10%), if the
approved costs are between Five Hundred Thousand Dollars

11
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28.

29.

30.

31,

32.

Tourism Promotion Credit (i Continued)

($500,000.00) and One Million Dollars ($1,000,000.00); twenty-
five percent (25%), if the approved costs are in excess of One
Million Dollars ($1,000,000.00).

Estimate: Zero

Data Source: Income Tax Returns

Reliability: 1

Credit for Donations to Biomedical Research Foundations

Citation: 68 O.S. §2357.45

Description: A nonrefundable income tax credit for donations to a qualified

independent biomedical research institute. The credit 1s fifty
percent (50%) of the amount donated, not to exceed One Thousand
Dollars ($1,000.00). Unused credit may be carried over for a

period of four (4) years.
Estimate: $364,000.00 / 1,321 returns
Data Source: Income Tax Retumns
Reliability: 1
Credit for Qualified Ethanol Facilities
Citation: 68 O.S. §2357.66
Description: A nonrefundable income tax credit for qualified new ethanol

facilities in this state, the construction of which must be completed
after July 1, 2003. The facility must be in production at a rate of at
least twenty-five percent (25%) of its capacity by December 31,

2006 to qualify.
Estimate: Zero
Data Source: Income Tax Returns
Reliability: 5
Film and Music Profit Reinvestment Credit
Citation: 68 O.S. §2357.101
Description: A nonrefundable income tax credit of twenty-five percent (25%) of

the profit from the investment in an existing film for a production
company that reinvests to pay for production costs for a new film.

Estimate: $34,000.00 / 11 returns
Data Source: Income Tax Returns

Reliability: 1

Credit for Eligible Expenditures Incurred by a Contractor in the Construction of

Energy Efficient Residential Property

Citation: 68 O.S. §2357.46

Description: A nonrefundable income tax credit, not to exceed Four Thousand
Dollars ($4,000.00), for eligible expenditures incurred by a
contractor in the construction of energy efficient residential
property of two thousand (2,000) square feet or less. The amount
of credit allowed but not used in any taxable year may be carried
forward as a credit against subsequent income tax liability for a

12



32.

33.

34.

35.

Credit for Eligible Expenditures Incurred by a Contractor in the Construction of
Energy Efficient Residential Property (Continued)
period not exceeding four (4) years following the qualified
expenditures. This credit is transferable.

Estimate: $3,776,000.00 / 207 returns

Data Source: Income Tax Returns

Reliability: 1

Credit for Eligible Wages Paid by an Employer to an Injured Employee

Citation: 68 O.S. §2357.47

Description: A nonrefundable income tax credit for cligible wages paid by an

employer to an injured employee. The amount of the credit shall be
ten percent (10%) of the amount of the gross wages paid to the
employee for a period not to exceed ninety (90) days but in no
event shall the credit exceed Five Thousand Dollars ($5,000.00)
for each employee of each taxpayer. In no event shall the total
credit claimed exceed Twenty-five Thousand Dollars ($25,000.00)
in any one year for any taxpayer.

Estimate: $31,000.00 / 23 returns
Data Source: Income Tax Retumns
Reliability: 1

Credit for Modification Expenses Paid by an Employer for an Injured Employee

Citation: 68 O.8. §2357.47

Description: A nonrefundable income tax credit for eligible modification
expenses of an employer. The amount of the credit shall be fifty
percent (50%) of the amount of the funds expended for eligible
modification expenses or new tools or equipment but‘in.no event
shall the credit exceed One Thousand Dollars (81,000.00) for
eligible modification expenses incurred for any single employee.
In no event shall the total credit. claimed exceed Ten Thousand
Dollars ($10,000.00) in any year for any taxpayer. '

Estimate: $2,500.00 / 2 returns

Data Source: Income Tax Returns

Reliability: 1

Qualified Recycling Facility ;

Citation: 68 O.S. §2357.59 »
Description: A nonrefundable income tax credit for qualified recycling facilities

based upon fifteen percent (15%) of the investment cost. Unused
credit may be carried over for a period of fourteen (14) years.

Estimate: $32,000.00 / 22 returns
Data Source: Income Tax Returns
Reliability: 1

13



36.

37.

38.

39.

Investment Incentive Credit

Citation:
Description:

Estimate:
Data Source:
Reliability:

Venture Capital
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 0.S. §2357.81 A

A nonrefundable income tax credit for new or expanded facilities
located within certain qualified incentive districts, based on an ad
valorem abatement. '

$150.00 / 1 return

Income Tax Returns

|

68 O.S. §2357.7

Provides for a nonrefundable income tax credit of twenty percent
(20%) of the amount of investments made in qualified venture
capital companies. Any credit not utilized for the year of
investment can be carried forward against subsequent income tax
liabilities for a period of three (3) years. The unutilized credit is
freely transferable for the same three (3) year period.
$12,294,000.00 / 41 returns

Income Tax Returns

|

Investment in Qualified Small Business Capital Companies and Small Business

Ventures
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357.62 and §2357.63

A nonrefundable income tax credit for investments in qualified
small business capital companies based on twenty percent (20%)
of the qualified investment in the capital company  which is
subsequently invested in a small business venture, or an in
conjunction investment directly in the small business venture,
Unused credit may be carried over for a period of three (3) years.
$11,060,000.00 / 286 returns

Income Tax Returns

1

Investment in Rural Venture Capital Comﬁanies and Rural Small Business

Ventures
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357.73 and §2357.74.

A nonrefundable income tax credit for investments in a qualified
rural small business capital company based on thirty percent (30%)
of the qualified investment in the capital company which is
subsequently invested in an Oklahoma rural small business venture
or an in conjunction investment directly in the rural small business
venture. Unused credit may be carried over for a period of three
(3) years.

$37,406,000.00 / 711 returns

Income Tax Returns

1

14



40.  Dry Fire Hydrant Credit

Citation: 68 O.S. §2357.102
Description: A nonrefundable income tax credit of fifty percent (50%) of the

purchase of a dry fire hydrant or the cost to provide an acceptable
means of water storage for such dry fire hydrant including a pond,
tank, or other storage facility with the primary purpose of fire
protection within the State of Oklahoma. Unused credit may be
carried over for a period of four (4) years.

Estimate: $45,000.00 / 1 return
Data Source: Income Tax Returns
Reliability: 1
41.  Poultry Litter Tax Credit
Citation: 68 O.S. §2357.100
Description: A nonrefundable income tax credit of Five Dollars ($5.00) per ton

of poultry litter purchased from a registered Oklahoma-based
poultry operation lc'ocat,ed; within an environmentally sensitive and
nutrient-limited watershed which is to be used or spread in a
watershed that is not environmentally sensitive and nutrient-
limited. Unused credit may be carried over for a period of five (5)

. years.
Estimate: $173,000.00 / 111 returns
Data Source: Income Tax Returns
Reliability: 1 " 0
42.  Computer Industry Credit -
Citation: 68 0.S. § 2357.201
Description: For taxable years 2006 through 2013, there is a refundable credit

equal to fifteen percent (15%) of qualified capital, wage or training
expenditures incurred by business enterprises whose principal
activity is’ data processing services, computer systems design
services or other computer related services. Businesses enterprises
must have maintained an Oklahoma payroll of at least Eighty-five
Million Dollars ($85,000,000) to qualify for this credit’. The total
credits pet fiscal year canmot exceed Three Hundred Fifty
Thousand Dollars ($350,000.00) each year.

Estimate: Less than five (5) occurrénces-Not shown to avoid disclosure of

~ information about specific taxpayers. '

5 Other requirements to qualify for this credit include seventy-five percent (75%) out-of-state sales; utilization of
high speed processing systems in Oklahoma (TPF or zTPF) and a labor force of One Thousand (1,000.00) in
Oklahoma.
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43.

44,

45.

Aerospace Industry Credit

Citation:
Description:

Estimate:

68 O.S. § 2357.202

For taxable years 2006 through 2008, there is a refundable credit
equal to fifteen percent (15%) of qualified acquisition, repair,
maintenance, wage or training expenditures incurred by business
enterprises who- are engaged in the manufacture of wing
components for large commercial aircraft and other aerospace
structures and components for commercial and government
aerospace products®. The total credits claimed per fiscal year
cannot exceed One Hundred Fifty Thousand Dollars (8150,000.00)
each year.

Less than five (5) occurrences-Not shown to avoid disclosure of
information about specific taxpayers.

Specially Trained Canine Credit

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357.203

A nonrefundable income tax -credit in the amount of fifty percent
(50%) of the qualified direct costs associated with the operation of
a business enterprise, for which the principal purpose is the rearing
of specially trained canines. Unused credit may be carried over for
a period of five (5) years.

$129,000.00 / 21 retumns

Income Tax Returns

1

Credit for Eligible Biodiesel Facility

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2357.67

A nonrefundable income tax credit for new qualified biodiesel
facilities in Oklahoma which must be in production at a rate of at
least 25% of its capacity by December 31, 2008. The credit is 20
cents per gallon of biodiesel produced and is allowed for 60
months. An additional credit of 20 cents per gallon of biodiesel
produced in excess of its original capacity as a result of an
expansion completed after July 1, 2005 but before December 31,
2008 will be allowed. The credit will be allowed for 60 months
beginning with the first month for which production from the
expanded facility is eligible to receive such tax credit and ending
not later than December 31, 2012. The credit may be carried over
for five (5) succeeding taxable years.

Zero

Income Tax Returns

1

§ Another requirement to qualify for this credit is seventy-five percent (75%) out-of-state sales.
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46.

47.

48.

49,

Credit for Eligible Taxpayer's Qualified Railroad Reconstruction or

Replacement Expen
Citation: '
Description:

Estimate:
Data Source:
Reliability:

ditures

68 O.S. §2357.104

A nonrefundable income tax credit equal to fifty percent (50%) of
an eligible taxpayer’s qualified railroad reconstruction or
replacement expenditures. The amount of the credit is limited to
the product of Six Thousand Dollars ($6,000.00) and the number
of miles of railroad track owned or leased within this state by the
eligible taxpayer as of the close of the taxable year provided the
taxpayer may only claim one third (1/3) of the credit in any one
taxable period.. The credit may be carried over for five (5)
succeeding taxable years. This credit is transferable.

$1,130,000.00 / 6 returns

Income Tax Returns

1

Credit for Tuition Reimbursement for Employers in the Aerospace Sector

Citation:

‘Description:

Estimate:

68 O.S. §2357.302

A nonrefundable income tax credit for a qualified employer for
tuition reimbursement to a qualified employee. The amount of the
credit shall be fifty percent (50%) of the tuition reimbursed to a
qualified employee for the first through fourth years of
employment.

Effective January 1, 2009

Credit for Employers in the Aerospace Sector

Citation:
Description:

Estimate:

68 O.S. §2357.303
A nonrefundable income tax credit for a qualified employer for
compensation paid to. a qualified employee. The amount of the

credit shall be ten percent(10%) of the compensation paid for the

first through fifth years of employment in the aerospace sector if
the qualified employee graduated from an institution located in this
state; or five percent (5%} of the ‘compensation paid for the first
through fifth years of employment in the aerospace sector if the
qualified employee graduated from an institution located outside
this state. The credit shall not exceed Twelve T housand Five
Hundred Dollars ($12,500.00) for each qualified employee
annually.

Effective January 1, 2009

Credit for Employees in the Aerospace Sector

Citation:
Description:

Estimate:

68 O.S. §2357.304

A nonrefundable income tax credit for a qualified employee of up
to Five Thousand Dollars ($5,000.00) per year for a period of time
not to exceed five (5) years. Any credit claimed, but not used, may
be carried over up to five (5) subsequent taxable years.

Effective January 1, 2009

17
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50.

51.

52.

53.

Volunteer Firefighter Credit

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2358.7

A nonrefundable income tax credit of Two Hundred Dollars
(8200.00) for a volunteer firefighter who has completed at least
twelve (12) hours toward the Volunteer Firefighter Practices
program offered by the OSU Fire Service Training. An income tax
credit of Four Hundred Dollars (8400.00) each year is available for
a volunteer firefighter who, after completing at least thirty (30)
hours of instruction, and having completed the Volunteer
Firefighter Practices program, and meets additional training
requirements.

$418,000.00/ 1,719 returns

Income Tax Returns

1

Oklahoma Capital Investment Board

Citation:
Description:

Estimate:
Data Source:
Reliability:

74 O.S. §5085.7
The Oklahoma Capital Investment Board (OCIB) is allowed to sell
up to Twenty Million Dollars ($20,000,000.00) in nonrefundable

credits against income tax under certain circumstances per fiscal
year.

Zero
Income Tax Returns
1

Wire Transmitter Fee Credit

Citation:
Description:

Estimate:

68 O.S. § 2357.401

Beginning with tax year 2009 there is a nonrefundable income tax
credit in the amount of all electronic funds transfers fees paid by
individuals or entities pursuant to 63 O.S. § 2-503.1j. Credits
eamed in 2009 are deferred until tax year 2010. Unused credits
may be carried over for a period of five (5) years.

Eligible to be claimed beginning with tax year 2010,

Credit for Financial Institutions Making Loans under the Rural Economic

Development Loan Act
Citation: 68 O.S. §2370 ‘ -
Description: A nonrefundable tax credit in an amount equal to the amount of

Estimate:
Data Source:
Reliability:

taxable income received by a participating financial institution
pursuant to a loan made under the Rural Economic Development
Loan Act. The credit is limited each year to five percent (5%) of
the amount of annual payroll certified by the Oklahoma Rural
Economic Development Loan Program Review Board. Any credit
allowed but not used in a taxable year may be carried forward for a
period not to exceed five (5) taxable years.

$35,000.00 /1 returmn o

Income Tax Returns

1
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54.  Credit for Stafford Loan Origination Fee

Citation: 68 O.S. §2370.3
Description: A nonrefundable tax credit for any state banking association,

national banking association, or credit union domiciled in this state
for the amount of the origination fee paid by the banking
association or credit union to the United States Department of
Education pursuant to the "Stafford" loan guaranty program for an
Oklahoma resident. The credit may be carried over for five ®
succeeding taxable years

Estimate: $349,000.00 / 39 returns
Data Source: Income Tax Returns
Reliability: 1
55 QOklahoma Research and Development Incentives Act
Citation: 68 0.S. §54006
Description: A nonrefundable income tax credit for a net increase in the number

of full-time-equivalent employees engaged in computer services,
data processing or research and development. The amount of the
credit is Five Hundred Dollars ($500.00) for each new employee,
but not to exceed fifty (50) new employees. Any credits allowed
but not used in any taxable year may be carried over in order to
each of the four (4) years following the year of qualification and to
the extent not used in those years in order to each of the five (5)

years following the initial five-year period.

Estimate: $14,000.00 / 8 returns
Data Source: Income Tax Returns
Reliability: 1

B. DEDUCTIONS AND EXEMPTIONS

Oklahoma allows deductions and exemptions to taxpayers in computing Oklahoma taxable
income under certain conditions.” The amount, of deduction or exemption varies by type.
Exemptions generally refer to a personal allowance or specific monetary exemption. which may
be claimed by an individual to reduce Oklahoma taxable income. A tax deduction is a reduction
of a taxpayer’s total income that decreases the amount of taxable income used in calculating the
income tax. ' S o

s6.  0il and Gas Depletion Allowance

Citation: 68 0.5, §2353 .

Description: ~ An income tax deduction as an allowance for depletion based upon
' cost of oil and gas deposit.

Estimate: $15,651,000.00 / 89,898 returns

Data Source: Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2

7 While some of these deductions and exemptions are available for both corporate and individual income tax filers,
aggregate data for corporate filers is not available. The tax expenditure estimates in this report, for deductions and
exemptions which are available for both corporate and-individual filers, reflect only individual income tax due to the
data limitation.
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57.

58.

59.

60.

Sale of National Historic Landmark

Citation:

Description:

Estimate:

68 O.S. §2357.24

Income tax deduction from taxable income of a resident taxpayer
by fifty percent (50%) of any capital gain the owner of a “National
Historic Landmark” realizes upon the sale of such landmark to the
state.

Estimate is not available. This deduction is commingled with
several others on the Oklahoma income tax form 511 and therefore

the amount of income deducted under this expenditure item cannot
be estimated.

Deduction for Living Organ Donation

Citation:
Description:

Estimate:

68 O.S. §2358

Effective for tax year 2008 a one time deduction, for individual
taxpayers only, of up to Ten Thousand Dollars ($10,000.00) is
allowed for unreimbursed expenses for the donation of one or more
human organs. The donor must donate the organ while living to
qualify for the deduction.

Estimate is not available. This deduction is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income deducted under this expenditure item cannot
be estimated.

Taxpayers with Physical Disabilities

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2358

Individual Oklahoma resident taxpayers with physical disabilities
may deduct the expenditures to modify a motor vehicle, home, or
workplace to compensate for their handicap.

$40,000.00 / 447 returns

Oklahoma Individual Income Tax Micro-Simulator

2

Nonrecurring Adoption Expenses

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2358 _
Nonrecurring adoption expenses incurred in connection with the

adoption or proposed adoption of a minor may be deducted from
Oklahoma adjusted gross income. The deduction shall be limited

- to Twenty Thousand Dollars ($20,000.00) per calendar year.

$187,000.00 / 752 returns
Oklahoma Individual Income Tax Micro-Simulator
2
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61.  Oklahoma College Savings Plan Act
Citation: 68 O.S. §2358
Description: Allows for the deduction of up to Ten Thousand Dollars
($10,000.00) for contributions to an account established under the
Oklahoma College Savings Plan Act for each individual taxpayer
or Twenty Thousand Dollars ($20,000.00) for taxpayers filing a

joint return.
Estimate: - $2,826,000.00 / 10,362 returns
Data Source: Oklahoma Individual Income Tax Micro-Simulator
Reliability: 2
62.  Members of the Armed Services
Citation: 68 O.S. §2358
Description: The first One Thousand Five Hundred Dollars ($1,500.00) of

compensation received by an individual from any component of
the Armed Services may be deducted from taxable income.® This
does not include retirement benefits. Exempts salary and
compensation. of any member of the Armed Services when
detained by the enemy in a conflict, when a prisoner of war or

when missing in action.
Estimate: $1,382,000.00 / 19,298 returns
Data Source: Oklahoma Individual Income Tax Micro-Simulator
Reliability: 2
63. Itemized/Standard Deductions
Citation: 68 O.S. §2358 ‘
Description: Individual taxpayers may either itemize their deductions or claim

an Oklahoma standard deduction. If using itemized deductions,
those will be the same as claimed for federal income tax purposes.
Taxpayers utilizing the standard deductions are entitled to an
Oklahoma standard deduction of Six Thousand Five Hundred
Dollars ($6,500.00) if filing as married filing joint; Four Thousand
Eight Hundred Seventy Five Dollars ($4,875.00) if filing as head
of household and Three Thousand Two Hundred Fifty Dollars
($3,250.00) if filing as single or married filing separate for tax year

2008.°
E’stixhate: ) $733,098,000.00 / 15__613,064‘ returns
Data Source: Oklahoma Individual Income Tax Micro-Simulator
Reliability: 2 ' .

§ Effective July 1, 2010 and ending December 31, 2014, 100% of income received from United States as salary or
compensation, other than retirement benefits, as a member of the Armed Forces is deducted from taxable income.
For tax year 2015 and every year thereafter, this deduction will continue if the Board of Equalization determines that
the revenue collections meet the criteria set forth in the law. If not, the deduction is limited to $1,500.00 per person
in the Armed Forces.

9 Effective for tax year 2010 the Oklahoma standard deduction will equal the federal standard deduction for all filing
statuses.
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64.

65.

66.

67.

68.

Federal Income Tax Deduction

Citation:
Description:

68 O.S. §2358

For all taxable years ending after December 31, 1978, and
beginning before January 1, 2006, an individual taxpayer may -
deduct an amount equal to the federal income taxes paid by the
taxpayer during the taxable year.

Swine and Poultry Producers

Citation:
Description:

Estimate:

68 O.S. §2358

Deduction from adjusted gross income for the depreciation allowed
for new construction or expansion costs incurred by swine and
poultry producers.

Estimate is not available. This deduction is commingled with
several others on the Oklahoma income tax form 511 and therefore

the amount of income deducted under this expenditure item cannot
be estimated.

Oklahoma Police Corps Scholarship Program

Citation:
Description:

Estimate:

68 O.S. §2358

Allows for the deduction, by individual taxpayers, of federally
taxable scholarship or stipend income if received from the
Oklahoma Police Corps Scholarship Program.

Estimate is not available. This deduction is commingled with
several others on the Oklahoma income tax form 511 and therefore

the amount of income deducted under this expenditure item cannot
be estimated. '

Deduction for Discharge of Farm Indebtedness Income

Citation;
Description:

Estimate:

68 O.S. §2358

Allows for the deduction of income, by individual taxpayers,
recognized due to the discharge of farm indebtedness.

Estimate ‘is not available. This deduction is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income déducted under this expenditure item cannot
be estimated. '

Oklahoma Source Capital Gain Deduction

Citation:
Description:

68 O.S. §2358

Taxpayers may deduct certain qualifying capital gains that are
included in federal adjusted gross income or federal taxable
income. The qualifying gain must be eamed on real or tangible
personal property located within Oklahoma; be edmed on the sale
of stock' or ownership interest in an Oklahoma headquartered
entity; or be eamed on the sale of real property, tangible personal
property or intangible personal property located within Oklahoma
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68.

69.

70.

71.

72.

Oklahoma Source Capital Gain Deduction (Continued)

Estimate:
Data Source:
Reliability:

as part of the sale of all or substantially all of the assets of an
Oklahoma headquartered. entity or an Oklahoma proprietorship
business enterprise.

$76,607,000.00 / 14,381 returns

Income Tax Returns

1

Political Contributions

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2358.3

Contributions to a political party or to a candidate or candidate
committee may be deducted from adjusted gross income. The
deduction may not exceed One Hundred Dollars ($100.00).
$188,000.00 /27,511 returns

Oklahoma Individual Income Tax Micro-Simulator

2

Transfers of Technologies to Small Business

Citation: 68 O.S. §2358

Description:. Royalty payments received for transfers of technologies to
qualified Oklahoma small businesses is exempt from taxable
income.

Estimate: Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item
cannot be estimated.

Personal Exemption. g

Citation: 68 O.S. §2358 E

Description: A personal exemption of One Thousand Dollars ($1,000.00) in lieu
of the federal personal exemption is allowed in calculating

. Oklahoma taxable income for an individual taxpayer.

Estimate: $137,220,000.00./ 1,509,092 returns

Data Source: Oklahomalndividual Income Tax Micro-Simulator

Reliability: 2

Blind Individuals -

Citation: 68 O.S. §2358

Description: An income tax exemption of One Thousand Dollars ($1,000.00)
for each individual taxpayer or spouse who is blind at the close of
the tax year.

Estimate: $143,000.00 / 4,705 returns

Data Source Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2
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73.

74.

75.

76.

77.

Individuals Sixty-five (65) or Older _

Citation: 68 O.S. §2358

Description: An income exemption of One Thousand Dollars ($1,000.00) for
each individual taxpayer or spouse who is sixty-five (65) years of
age or older; provided certain income limitations apply.

Estimate: $651,000.00 / 72,506 returns

Data Source: Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2

Government Retirement Benefits

Citation: 68 O.S. §2358

Description: Exemption for the first Ten Thousand Dollars (810,000.00) of

most Oklahoma and federal government retirement benefits which
are included in Federal Adjusted Gross Income.

Estimate $35,551,000.00 / 84,699 returns

Data Source: Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2

Social Security Benefits

Citation: 68 O.S. §2358 :

Description: Exemption for all Social Security benefits to the extent the Social
Security benefits are included in Federal Adjusted Gross Income.

Estimate $88,897,000.00 / 160,029 returns

Data Source: Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2

Civil Service Retirement in Lieu of Social Security Benefits

Citation: . 68 0.8S. §2358

Description: There is a phased-in exemption for certain federal civil service

benefits received in lieu of Social Security benefits'®,
Estimate: $8,477,000.00 / 19,554 returns

Data Source: Income Tax Returns

Reliability: 1 ’

Military Retirement Benefits

Citation: 68 O.S. §2358

Description: There is an income tax exemption for military retirement benefits

from any component of the Armed Forces of the United States,
The exemption amount is the greater of seventy-five percent (75%)
of their military retirement benefits or Ten Thousand Dollars
($10,000.00); but may not exceed the amount included in the
Federal Adjusted Gross Income.

' Certain federal civil servants were ineligible to participate in the Social Security system during their federal
working tenure; instead they paid into a different federal civil service retirement plan. The exemption amount for
these retirement benefits was previously limited as all other state and federal retirement benefits. Beginning with tax
year 2007, in addition to the $10,000 exemption afforded to most state government and federal civil service retirees,
an additional 20% of these retirement benefits are exempt. The amount increases in 20% increments until these
retirement benefits are fully exempt in tax year 2011.
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71.

78.

79.

80.

81,

Military Retirement Benefits (1 Continued)

Estimate:
Data Source:
Reliability:

$15,122,000.00 / 25,178 returns
Income Tax Returns
1

Private Retirement Benefits

Citation:
Description:

Es@imate:
Data Source:
Reliability:

68 O.S. §2358

Exemption for specified private retirement benefits. The exemption
‘s no more than Ten Thousand Dollars ($10,000.00) of the amount
included in the Federal Adjusted Gross Income. The exemption is
limited to taxpayers who meet certain income and filing status
requirements i

$30,402,000.00 / 120,877 returns

Oklahoma Individual Income Tax Micro-Simulator

2

Deferred Compensation

Citation:
Description:

Estimate:

68 O.S. §2358

Lump-sum distributions from employer deferred compensation
plans, which are not plans within the Internal Revenue Code,
deposited in separate bank accounts are excluded from an
individual's taxable income.

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item
cannot be estimated.

Medical Saviﬁgs Account

Citation:
Description:

Estimate:

Agricultural Comm
Citation:
Description:

Estimate:

68 O.S. §2358
Contributions made to, and interest earned on, a medical savings
account are exempt from an individual's taxable income,

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item
cannot be estimated.

odity Processing Facilities

68 O.S. §2358

Exclusion from taxable income in the amount of fifteen percent
(15%) of the investment for new or expanded agricultural
commodity processing facilities.

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore

! For tax year 2008 Oklahoma Adjusted Gross Income cannot exceed $125,000.00 for those who file as married
joint or qualifying widow ($62,500.00 for all other filers). This income cap is scheduled to increase in tax year 2009
to $200,000.00 for married joint and qualifying widow filers ($100,000.00 for all others). For tax year 2010 no cap
will exist for this exemption.
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82.

3.

84.

85.

81.

Agricultural Commodity Processing Facilities (i Contin ued)

the amount of income exemipted under this expenditure item
cannot be estimated.

Indian Employment Exclusion

Citation:
Description:

Estimate:

68 O.S. §2358

Allows for the exclusion of wages not excluded for federal income
tax purposes due to the claiming of the federal Indian employment
credit.

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item
cannot be estimated.

Safety Pays OSHA Consultation Service Exemption

Citation:
Description:

Estimate:

68 O.S. §2358 :

An employer that utilizes the Safety Pays OSHA Consultation
Service provided by the Oklahoma Department of Labor is entitled
to a One Thousand Dollar ($1,000.00) exemption for the tax year
the services is utilized. '

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore

the amount of income exempted under this expenditure item
cannot be estimated. ’

Dividend/Interest Income Exclusion

Citation:
Description:

Estimate:
Data Source:
Reliability:

Prisoners of War
Citation:
Description:

Es_ﬁmate:
Data Source:
Reliability:

68 O.S. §2358 ‘

Dividend/Interest income exclusion to individual taxpayers of One
Hundred Dollars ($100.00) per person not to exceed Two Hundred
($200.00) on a joint return.

$2,159,000.00 / 420,376 returns

Oklahoma Individual Income Tax Micro-Simulator

2

68 O.S. §2358.1

Income of members of the Armed Forces of the United States and
certain civilians who have been detained as prisoners of war or are
listed as missing in action is exempt from state income taxes. The
income of spouses and dependents of such persons are eligible for
an exemption from Oklahoma income tax for the duration of the
prisoner of war or missing in action status. Further provides for
refund provisions on taxes paid during prisener of war or missing
in action status.

Zero ;

Income Tax Returns

1
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86.

87.

88.

39.

Tax Incentives for Inventors

Citation:
Description:

Estimate:

74 O.S. §5064.7

Royalty income is exempt from state income taxes for a period of
seven (7) years upon certain products developed and manufactured
in Oklahoma. Further, manufacturers may qualify for the
Oklahoma Investment/New Jobs Credit (68 O.S. §2357.4) and an
income exclusion of sixty-five percent (65%) of depreciable
property purchased and directly used in manufacturing the product,
not to exceed Five Hundred Thousand Dollars (8500,000.00).
Estimate is not available. This exemption is commingled with

several others on the Oklahoma income tax form 511 and therefore -

the amount of income exempted under this expenditure item

" cannot be estimated.

Small Business Incubators — Sponsors

Citation:
Description:

Estimate:

74 O.S. §5075

Income earned by a small business incubator sponsor-from rental
and service fees is exempt from income tax.

Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item
cannot be estimated.

Small Business Incubators — Tenants

Citation:
Description:

Estimate:

74 O.S. §5078

Tenants of small business incubators are exempt from income tax
on the income earned as a result of the occupancy in the incubator.
This exemption is available for a period up to ten (10) years.
Estimate is not available. This exemption is commingled with
several others on the Oklahoma income tax form 511 and therefore
the amount of income exempted under this expenditure item

~ cannot be estimated.

Income Tax Exemption for Fallout Shelters

Citation:
Description:

C.

63 O.S. §688.4 (Repealed 5/26/2006)

Exemption in computing the amount of Oklahoma adjusted gross
income for persons constructing radiation fallout shelters. The
exemption is the actual construction cost not to ‘exceed One
Thousand Five Hundred Dollars ($1,500.00) for single family
dwellings or Seven Hundred Fifty Dollars ($750.00) for multi-
family units.

BONDS, NOTES AND OBLIGATIONS

Oklahoma allows the interest and other income earned on certain bonds, notes, and obligations to
not be subject to Oklahoma income tax. Tax return source data does not typically show this data;
therefore, estimates are not available.
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90.

91.

92.

93.

94.

95.

96.

97.

98.

Municipal Power Authority

Citation: 11 O.8S. §24-106

Description: All the property of and income, obligations and interest on all the
bonds and notes of the Municipal Power Authority are nontaxable.

Urban Renewal Authorities
Citation: 11 O.S. §38-115

Description: Income and interest derived from Urban Renewal Authorities’
notes and bonds are exempt from all taxes.

Public Rural Ambulance Service Districts

Citation: 19 O.S. §1220

Description: Interest eamed on and capital gains of securities and other
evidences of indebtedness issued by public rural ambulance service
districts are exempt from income tax.

State of Oklahoma Building Bonds

Citation: 62 O.S. §57.4

Description: All bonds issued pursuant to this act, and the interest thereon, shall
not be subject to taxation by the State of Oklahoma.

State of Oklahoma Building Bonds of 1961

Citation: 62 O.S. §57.34

Description: Income derived from State of Oklahoma Building Bonds of 1961
shall not be subject to taxation by the State of Oklahoma.

State Of Oklahoma Building Bonds of 1965 -

Citation: 62 O.S. §57.54 _

Description: Income derived from State of Oklahoma Building Bonds of 1965
shall not be subject to taxation by the State of Oklahoma.

State of Oklahoma Institutional Building Bonds of 1965

Citation: 62 O.S. §57.64

Description: Income derived from State of Oklahoma Institutional Building
Bonds of 1965 shall not be subject to taxation by the State of
Oklahoma.

Local Industrial Development Act

Citation: 62 O.S. §660

Description: Bonds issued under the Local Industrial Development Act are

exempt from all state taxes.

University Hospital Authority Revenue Bonds

Citation: 63 O.S. §3218

Description: Income and gain from the sale: of University Hospital Authority
Revenue bonds are exempt from taxation by the State of
Oklahoma.
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99.

100.

101.

102.

103.

104.

105.

Bond Interest Income

Citation: 68 O.S. §2358.5

Description: Provides that interest from local government obligations issued
after July 1, 2001 by or on behalf of Oklahoma educational
institutions, cities, towns, countries or public trusts (in which any
of the foregoing are beneficiaries) is exempt from Oklahoma
income tax.

Oklahoma Turnpike Authority

Citation: 69 O.S. §1714

Description: The Oklahoma Turnpike Authority is not required to pay any taxes
or assessments on any project or property acquired under the
statute creating and governing the Authority. Any income earmed
by the Authority, as well as any bond issued by the Authority is
exempt from state taxation. In the event the Authority leases
property for concessions, that transaction creates a taxable event.

Oklahoma Educational Television Authority

Citation: 70 O.S. §23-116
Description: Income earned by the Oklahoma Educational Television Authority

and income derived from bonds issued by the Authority are exempt
from income tax.

Oklahoma Student Loan Authority Bonds.

Citation: 70 O.S. §695.3. _
Description: Bonds and the income from bonds issued by the Oklahoma Student

Loan Authority are exempt from income tax.

Independent School Districts — Stadium, Sports Arena, & Recreation Facilities
Construction Revenue Boards

Citation: 70 O.S. §821.4
Description: Any bond issued pursuant to 70 O.S. §821 et seq. is exempt from
income tax.

Board of Regents of Specific Institutions of Higher Learning -Authorized to
Issue Tax Exempt Bonds '

Citation: 70 O.S. §4002
Description: Bonds issued by various boards of regents of institutes of higher

learning are exempt from income tax.

Oklahoma Tuition Trust

Citation: 70 O.S. §6014

Description: The property and income of the Oklahoma Tuition Trust are
exempt from taxation. Purchasers of advance tuition payments
administered by the Oklahoma Tuition Trust are allowed to deduct

those payments from taxable income in the year the purchase was
made.
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106.

107.

108.

109.

110.

111.

112.

113.

Oklahoma Industrial Finance Authority — State Industrial Finance Bonds
Citation: 74 O.S. §856 :

Description: Income derived from bonds of Oklahoma Industrial Finance
Authority is exempt from income tax.

Native American Cultural & Educational Authority of Oklahoma

Citation: 74 O.S. §1226.10 '

Description: The Native American Cultural & Educational Authority of
Oklahoma is exempt from paying taxes on any project or property
acquired or used by the Authority. This includes income from the

property of the Authority.
Oklahoma Development Finance Authority Bonds
Citation: 74 O.S. §5062.11
Description: Income derived from bonds issued by the Oklahoma Development

Finance Authority is exempt from income tax.

Credit Enhancement Reserve Fund General Obligation Bonds Issued by the

Oklahoma Development Finance Authority

Citation: 74 O.S. §5063.18

Description: Interest and income from Credit Enhancement Reserve Fund
General Obligation bonds issued by the Oklahoma Development
Finance Authority are exempt from income tax.

Irrigation Districts

Citation: 82 O.S. §277.17

Description: All bonds, notes, and warrants, as well as interest thereon, issued
pursuant to the Oklahoma Irrigation District Act are exempt from
income tax.

Conservancy Districts/Consérvancy Bonds
Citation: 82 O.S. §277.17

Description: Interest on any bond, note or warrant issued by a conservancy
district is exempt from income tax.

Grand River Dam Authority

Citation: 82 O.S. §876

Description: Bonds and interest on bonds issued by the Grand River Dam
Authority are exempt from income tax.

Water Resources Board Investment Certificates

Citation: 82 O.S. §1085.33

Description: Income derived from Water Resources Board —Investment
Certificates is exempt from income tax.
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114.  Port Authority Bonds

Citation: 82 O.S. §1124
Description: Income derived from bonds issued by Port Authorities is exempt
from income tax.

115. Regional Water Districts

Citation: 82 O.S. §1274

Description: Interest and capital gains on obligations, securities, and evidences
of indebtedness of regional water districts are exempt from income
tax.

116. Rural Water, Sewer, Gas & Solid Waste Management Districts
Citation: 82 O.S. §1324.22 ,
Description: Interest and capital gains on securities or evidences of
indebtedness of rural “water, sewer, gas, and solid waste
management districts are exempt from income tax.

117. Oklahoma Tourism and Recreation Commission

Citation: 74 O.S. §1869 (Repealed 11/1/2005)

Description: Property controlled and operated, as well as bonds issued by the
Oklahoma Tourism and Recreation Commission is exempt from
income tax.

D. EXEMPT ENTITIES

%
- J
Oklahoma statutes allow for a variety of entities to be exempt from Oklahoma income tax.
These include certain governmental entities, quasi-governmental agencies and certain other tax-
exempt organizations. Most of these entities do not have income tax filing requirements with the
Oklahoma Tax Commission and therefore an estimate of the tax expenditure is not available.
118. Airport Property & Income
Citation: 3 0.S. §65.17 ,
Description: - Income eamed by municipalities operating an airport for public
purposes is exempt from income tax.
119. Investment of Surplus Funds of Cemetery Corporations
Citation: 8 O.S. §17 .
Description: Surplus funds of cemetery corporations to be invested in secure
real estate or securities to ensure perpetual maintenance and
improvement of the cemetery are exempt from income tax.
120. Municipal Power Authority
Citation: 11 O.S. §24-106
Description: All the property of and income, obligations and interest on all the
bonds and notes of the Municipal Power Authority are nontaxable.
J
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121.

122.

123.

124.

125.

126.

127.

128.

Rural Electric Cooperatives

Citation: 18 O.S. §437.25
Description: Income eamed by rural electric cooperatives is exempt from
income tax.

Oklahoma Pfoperzjv and Casualty Insurance Guaranty Association

Citation: 36 O.S. §2017 ‘

Description: The Oklahoma Property and Casualty Insurance Guaranty
Association is exempt from payment of all fees and all taxes levied
by the State of Oklahoma.

Oklahoma Life and Health Insurance Guaranty Association

Citation: .36 O.S. §2040

Description: The Oklahoma Life and Health Insurance Guaranty Association is

exempt from payment of all fees and all taxes levied by the State
of Oklahoma, except taxes levied on real property.

Nonprofit Hospital Service and Medical Indemnity Corporations
Citation: ' 36 O.S. §2617

Description: Income eamed by nonprofit hospital service and medical
indemnity corporations is exempt from income tax.

Nonprofit Optometric Service and Indemnity Corporations

Citation: 36 O.S. §2665
Description: Income eamed by nonprofit optometric service and indemnity

corporations is exempt from income tax.

Nonprofit Dental Service Corporations

Citation: 36 O.S. §2685

Description: Income eamed by nonprofit dental service corporations is exempt
from Oklahoma income tax.

Nonprofit Chiropractic Service Corporations

Citation: 36 O.S. §2691.15

Description: Income eamed by nonprofit chiropractic service corporations is
exempt from Oklahoma income tax.

Housing Authorities
Citation: 63 O.S. §1066
Description: Property and funds of housing authorities are exempt from all state

taxes. This tax exemption does not apply to any portion of the
project used by a profit-making enterprise.
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129.

130.

131.

132.

133.

134.

135.

Exempt Organizations

Citation:
Description:

68 O.S. §2359

This provision exempts certain organizations from Oklahoma
income tax. The exemption includes organizations exempt from
taxation under provisions of the Internal Revenue Code and
insurance companies paying a tax on gross premiums.

Oklahoma Turnpike Authority

Citation:
Description:

69 O.S. §1714

The Oklahoma Turnpike Authority is not required to pay any taxes
or assessments on any project or property acquired under the
statute creating and governing the Authority. Any income earned
by the Authority, as well-as any bond issued by the Authority is
exempt from state taxation.. In the event the Authority leases

property for concessions, that transaction creates a taxable event.

Oklahoma Educational Television Authority

Citation:
Description:

70 O.S. §23-116
Income earned by the Oklahoma Educational Television Authority
and income derived from bonds issued by the Authority are exempt
from income tax.

Oklahoma Tuition Trust

Citation:
Description:

70 O.S. §6014 L

The property and income of the Oklahoma. Tuition Trust are
exempt from taxation. Purchasers of advance tuition payments
administered by the Oklalioma Tuition Trust are allowed to deduct
those payments from taxable income in the year the purchase was
made. ‘ ‘

Native American Cultural & Educational Authority of Oklahoma

Citation:
Description:

74 O.S. §1226.10

The Native American Cultural & Educational Authority of
Oklahoma is exempt from paying taxes on any project or property
acquired or used by the Authority. This includes income from the
property of the Authority.

Export Trading Companies

Citation:
Description:

74 O.S. §2106 ‘
Income earned by “Export Trading Companies” is exempt from
state income taxes for two years from the date the Director of the
Oklahoma Department of Commerce certifies said corporation as a
qualified Export Trading Company.

Oklahoma Center for the Advancement of Science and Technology

Citation:
Description:

74 O.S. §5060.9
Income earned by the Oklahoma Center for the Advancement of
Science and Technology is exempt from income tax.
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136.

137.

138.

Service Warranty Associations v
Citation: 36 O.S. §6606 (Repealed effective 7/1/2009)
Description: Securities deposited with the Insurance Commissioner by Service

Warranty Associations to ensure faithful performance of their
obligations are not subject to taxation.

Ottawa Reclamation Authority

Citation: 45 O.S. §814 (Repealed effective 6/6/2006)
Description: All loans, interest on loans, and all other property owned by the
Ottawa Reclamation Authority are exempt from income tax.

Oklahoma Tourism and Recreation Commission

Citation: 74 O.8S. §1869 (Repealed effective 11/1/2005)

Description: Property controlled and operated, as well as bonds issued by the
Oklahoma Tourism and Recreation Commission are exempt from
income tax.

E. MISCELLANEQUS TAX EXPENDITURES

Four (4) tax expenditures are categorized as miscellaneous, Qualified Refinery Property, Cost of
Complying with Sulfur Regulations, Net Operating Losses and Income Averaging for Farmers.

139.

140.

141.

Qualified Refinery Property

Citation: 68 O.S. §2357.204

Description: Qualified Oklahoma refineries may elect to expense the cost of
qualified refinery property that is not chargeable to a capital
account. )

Estimate: Estimate is not available. This expense is commingled with several

others on the Oklahoma income tax return; therefore the amount of
the costs expensed under this expenditure item cannot be
estimated.

Cost of Complying with Sulfur Regulations

Citation: 68 O.S. §2357.205

Description: Qualified Oklahoma refineries may elect to allocate all or a portion
of the cost of complying with sulfur regulations to its owners

Estimate: Estimate is not available. This expense is commingled with several

others on the Oklahoma income tax return; therefore the amount of
the costs allocated under this expenditure item cannot be estimated.

Net Operating Losses
Citation: 68 O.S. §2358
Description: Oklahoma net operating losses can be used to offset another year's

taxable income. For losses incurred between tax years 1996 and
2000, losses may only be carried forward. For losses incurred in
tax year 2001 and subsequent years, losses may either be carried
forward or carried back, at the option of the taxpayer.
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141.

142.

Net Operating Losses (Continued)

Estimate: $15,479,000.00 / 13,405 returns (individual income tax returns
only)

Data Source: Oklahoma Individual Income Tax Micro-Simulator

Reliability: 2

Income Averaging for Farmers

Citation: 68 O.S. §2358.4

Description:: Allows farmers to elect to compute Oklahoma income tax using
_ the income averaging method.

Estimate: Estimate is not available due to insufficient number of returns filed

using this option.
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II. SALES AND USE TAX

Rural Electric Cooperatives
Citation: 18 O.S. §437.25
Description: Purchases by rural electric cooperatives and foreign corporations

transacting business under the Rural Electric Cooperative Act.
Estimate salesTax: ~ $6,363,000.00

Data Source: OU/OSU Group

Reliability: 3

Rural Water and Sewer Districts

Citation: 18 O.S. §863

Description: Purchases by nonprofit corporations organized for the purpose of
developing and providing rural water supply and sewage disposal-
facilities.

Estimate (salesTax): N/A

Rural Ambulance Service Districts
Citation: 19 O.S. §1220

Description: Purchases made by rural ambulance service districts.
Estimate (Sales Tax):  N/A

Oklahoma Property and Casualty Insurance Guaranty Association

Citation: 36 O.S. §2017

Description: Purchases made by the Oklahoma Property and Casualty Insurance
Guaranty Association.

Estimate Sales Taxy:  Minimal

Data Source: Industry Sources

Reliability: 3

Oklahoma Life and Health Insurance Guaranty Association

Citation: 36 O.S. §2040

Description: Purchases made by the Oklahoma Life and Health Insurance
Guaranty Association.

Estimate (sales Tax): Minimal

Data Source: Industry Sources

Reliability: 3

Manufacturers of Low-Point Beer

Citation: 370.8S. §163.3

Description: Purchases of machinery and equipment directly used in the

manufacture, within the state, of low-point beer.
Estimate (sales Tax):  Minimal
Data Source: OU/OSU Group
Reliability: 3
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10.

11.

12.

Oklahoma Housing Authority

Citation: 63 O.S. §1066 ™
Description: Purchase of property by an Oklahoma housing authority. ,;
Estimate (salesTax::  $29,000.00
Data Source: QU/OSU Group
Reliability: 3
Newspapers and Periodicals
Citation: 68 O.S. §1354
Description: Sales of newspapers and periodicals .
Estimate Sakes Taxy:  $17,000,000.00
Data Source: OU/OSU Group
Reliability: 3
Water, Sewage and Refuse Services
Citation: 68 O.S. §1354 ‘
Description: Sales of water, sewage, and refuse services.
Estimate (Sakes Tax): $13 ,000,00000
Data Source: OU/OSU Group
Reliability: 3
Tourism Broker Transportation Services
Citation: 68 O.S. §1354
Description: Transportation ‘services provided by a tourism service broker )
; which are incidental to the rendition of tourism brokerage services. 3
Estimate alesTaxy:  $489,000.00 : ¥
Data Source: OU/OSU Group
Reliability: , 3
Funeral Home Transportation Services
Citation: 68 O.S. §1354
Description: " Transportation services provided by a funeral establishment to
family members and other persons for purposes of conducting a
funeral in this state.
Estimate satesTax::  $291,000.00
Data Source: OU/OSU Group
Reliability: 3
Scientific/Educational Lab Printing
Citation: 68 O.S. §1354 :
Description: Services of printing, copying or photocopying’ by a privately
owned scientific and educational library.
Estimate (alesTax):  Minimal ‘
Data Source: OU/OSU Group
Reliability: 3
3
4
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13. Credit for Contractors after Sales Tax Increase
Citation: 68 O.S. §1354
Description: Credit for taxes paid by a contractor for purchases made
subsequent to the date of a contract entered into prior to the

effective date of an increase in the sales tax levied.
Estimate (sales Tax):  Zero '

Data Source: OU/OSU Group
Reliability: 3 '
14.  Leases of Motor Vehicles
Citation: 68 O.S. §1355
Description: Leases for a period of twelve (12) months or more of motor
vehicles.

Estimate (sates Tax):  N/A

15.  Leases of Aircraft
Citation: 68 O.S. §1355
Description: Leases of aircraft upon which the owners have paid the aircraft

excise tax or are exempt from such tax.
Estimate (SakesTax): N/A

16. United States Government

Citation: 68 O.S. §1356
3 Description: Sales of property or services to the United States Government.
¥ Estimate (Sales Tax):  Zero'2 '

17.  State of Oklahoma
Citation: - 68 O.S. §1356
Description: Sales of property or services to the State of Oklahoma and its
political subdivisions.
Estimate state Tax): ~ $92,000,000.00

Data Source: OU/OSU Group
Reliability: 3
18.  Agents of the United States Government
Citation: 68 O.S. §1356 »
Description: Sales to agents of the United States government wherein

ownership and possession transfer immediately to the United
States government.
Estimate (sales Tax):  Zero'>

"2 All- expenditures involving the United States are given an estimate of zero. This estimate is provided since the
State cannot levy a tax upon the federal government under the decision of the U.S. Supreme Court.
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19.

20.

21.

22.

23.

24,

Federally Funded Facility
Citation: 68 O.S. §1356
Description: Sales of property to agents appointed by a political subdivision of
' this state if such sale is associated with the development of a
qualified federal facility.
Estimate (State Tax):  Z€ro

Data Source: Tax Commission Records

Reliability: 1

County, District, or State Fair Authovities

Citation: 68 O.S. §1356

Description: Sales made by county, district or state fair authorities of this state
upon the premises of the fair authority, for the sole benefit of the
fair authority.

Estimate (Sales Tax): N/A

School Cafeterias
Citation: - 68 O.S. §1356 .
Description: Sale of food in cafeterias or lunch rooms by elementary schools,

high schools, colleges or universities.
Estimate sales Tax: ~ $6,017,000.00

Data Source: OU/OSU Group

Reliability: 3

Fi ratéfnal, Réligious, Civic, Charitable or Educational Societies |

Citation: 68 O.S. §1356

Description: Dues paid to fratemnal, religious, civic, charitable or educational

societies or organizations by regular members thereof.
Estimate (Sales Tax): $3,567,00000

Data Source: OU/OSU Group

Reliability: 3 ‘

Churches

Citation: 68 O.S. §1356

Description: Sales of property or services to or by churches.
Estimate salesTax:  $5,439,000.00

Data Source: OU/OSU Group

Reliability: 3

Charitable Purposes

Citation: 68 O.S. §1356

Description: Sales by nonprofit organizations making sales on behalf of or at

the request of a church or churches during one single three (3) day
period each year, where the proceeds are used for charitable

purposes.
Estimate sates Tax):  N/A
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25.

26.

27.

28.

Admission Tickets (College or University)

Citation:
Description:

Estimate (sales Tax):

68 O.S. §1356

Amount of proceeds from sale of admission tickets which is
separately stated on the ticket for repayment of money borrowed
by any state-supported college or university for the purpose of

constructing or enlarging any facility.
N/A

Council Organizations

Citation:
Description:

Estimate (sales Tax):
Data Source:
Reliability:

68 O.S. §1356

Sales of tangible personal property or services to Council
Organizations of the Boy Scouts of America, Girl Scouts of U.S.A.
and Campfire USA.

$70,000.00

OU/OSU Group

3

Subdivisions or Agencies of the State

Citation:
Description:

Estimate (Sales Tax):
Data Source:
Reliability:

68 O.S. §1356

Sales of property or services to any county, municipality, rural
water district, public school district, the institutions of The
Oklahoma State System of Higher Education, the Grand River
Dam Authority, the Northeast Oklahoma Public Facilities
Authority, Oklahoma Municipal Power Authority, City of Tulsa
Rogers County Port Authority, Muskogee City-County Port
Authority, the Oklahoma Department of Veterans Affairs, the
Broken Bow Economic Development Authority, Ardmore

-Development Authority, Durant Industrial Authority, Oklahoma

Ordnance Works Authority, Central Oklahoma Master
Conservancy District, Arbuckle Master Conservancy District, Fort
Cobb Master Conservancy District, Foss Reservoir Master
Conservancy District, Mountain Park Master Conservancy District,
Waurika Lake Master Conservancy District and Department of
Central Services only when carrying out a public construction
contract on behalf of the Oklahoma Department of Veterans
Affairs. The exemption also extends to persons who: have entered
into a public contract with any of the above-named subdivisions or
agencies.

$114,440,000.00

OU/OSU Group

3

Private Education Institutions

Citation:
Description:

Estimate (sales Tax):

68 O.S. §1356

Sales to private institutions of higher education and private
clementary and secondary institutions of education accredited by
the State Department of Education.

$3,068,000.00
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28.

29.

30.

31

32,

33.

Private Education Institutions ( Continued)

Data Source:
Reliability:

QU/OSU Group
3

Tuition and Educational Fees

Citation:
Description:

Estimate (Sales Tax):
Data Source:
Reliability:

Sales by Schools
Citation:
Description:

Estimate (Sales Tax):
Data Source:
Reliability:

4-H Clubs
Citation:
Description:

Estimate: (sales Tax):
Data Source: .
Reliability:

68 0.S. 1356

Tuition and educational fees paid to private institutions of higher
education and private elementary and secondary institutions of
education accredited by the State Department of Education.
$19,464,000.00

OU/OSU Group

3

68 O.S. §1356

Sales of tangible personal property by a public school, private
school (K-12), public school district, public or private school
board, public or private school student group or organization,
parent-teacher association or organization, or public or private
school personnel for the purpose of raising funds.

$6,577,000.00

OU/OSU Group

3

68 O.S. §1356

Sales of tangible pérsonal property by local, county, state or

‘regional 4-H clubs, 4-H councils, 4-H committees, 4-H leader

associations, 4-H foundations, and 4-H camps and training centers
for the purpose of raising funds.

Minimal

OU/0OSU Group

3

Athletic Event Admission Tickets

Citation:
Description:

Estimate (Sales Tax):
Promotional Items
Citation:
Description:

Estimate (Sales Tax):

68 O.S. §1356

Exemption for the first Seventy-five Thousand Dollars
($75,000.00) of gross receipts each year from sale of tickets and
concessions at athletic events by organizations exempt from
taxation under 26 U.S.C. §501(c)(4).

N/A

68 O.S. §1356
Items or services which are given away by the Department of

Tourism as promotional items.
N/A
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34.

35.

36.

37.

38.

Volunteer Fire Departments

Citation: 68 O.S. §1356
Description: - Sales of property or services to volunteer fire departments for use
’ by the fire department.

Estimate (Sales Tax): N/A

Complimentary Admission Tickets

Citation: 68 O.S. §1356

Description: Free tickets for admission to places of amusement, sports, or other
activities which are issued through a box office operated by a state

institution of higher education or by a municipality.
Estimate (sales Tax):  Minimal

Data Source: OU/OSU Group

Reliability: 3

Sales by Fire Departments

Citation: 68 O.S. §1356

Description: Exemption for the first Fifteen Thousand Dollars (815,000.00) of

gross receipts each year from sales of tangible personal property by
fire departments organized pursuant to Title 11, 18 or 19 of the
Oklahoma Statutes for the purpose of raising funds.

Estimate (sakes Tax::  $471,000.00

Data Source: OU/OSU Group

Reliability: 3

Boys and Girls Clubs of America

Citation: 68 O.S. §1356

Description: Sales of tangible personal property or services to any Boys and
Girls Clubs of America affiliate in this state which is not affiliated
with the Salvation Army.

Estimate (salesTax):  $45,000.00

Data Source: OU/O8SU Group

Reliability: 3

Court-Adjudicated Juvenile Facility

Citation: 68 O.S. §1356

Description: Sales of tangible personal property or services to any federally tax

exempt organization that takes court-adjudicated juveniles for
purposes of rehabilitation.

Estimate (salesTax: ~ Minimal

Data Source: OU/OSU Group

Reliability: 3
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39.

40.

41.

42.

43.

44.

Qualified Health Centers

Citation: 68 O.S. §1356

Description: Sales of property and services to federally-qualified health centers,
migrant health centers, indigent health care centers, and qualifying
community-based health centers.

Estimate (sales Tax): N/A

Dues or Fees Paid to YMCAs or YWCAs

Citation: 68 O.S. §1356
Description: Dues or fees paid to YMCAs, YWCAs, or municipally-owned

. recreation centers for use of facilities or programs.
Estimate (Sakes Tax  N/A :

Cultural Organizations

Citation: 68 O.S. §1356
Description: The first Fifteen Thousand Dollars ($15,000.00) each year from

sales by or to cultural organizations.
Estimate (SekesTax)t 31 ,680,000.00

Data Source: Tax Commission Records

Reliability: 2

Museums

Citation: 68 O.S. §1356

Description: Sales of property or services to museums oOr other. entities

accredited by the American Associatien of Museums. ”
Estimate (salesTax): ~ $97,000.00

Data Source: Industry Sources

Reliability: 3

Museum Admission Tickets

Citation: 68 O.S. §1356 .

Description: Sales of tickets for admission to museums accredited by the

American Association of Museums.
Estimate satesTax::  $280,000.00

Data Source: Industry Sources

Reliability: 3

Children’s Homes

Citation: 68 O.S. §1356

Description: Sales of property or services to children’s homes which are
supported by one or more churches whose members serve as
trustees of the home. :

Estimate (Sakes Tax): N/A
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45,

46.

47.

48.

49.

Disabled American Veterans

Citation:
Description:
Estimate (Sales Tax):
Youth Camps

Citation:
Description:

Estimate (sates Tax):

68 0.S. §1356

Sales of property or services to the organization known as Disabled
American Veterans, Department of Oklahoma, Inc., and
subordinate chapters thereof,

N/A

68 O.S. §1356

Sales of property or services to youth camps supported or
sponsored by one or more churches whose members serve as
trustees of the organization.

N/A

University Hospital Trust

Citation:
Description:

68 O.S. §1356

Transfer of property from University Hospitals Authority to
University Hospitals Trust.

Estimate (Sales Tax): ‘ Zero )

Data Source: Tax Commission Records

Reliability: 1

Lease or Lease-Purchase Agreement

Citation: 68 O.S. §1356

Description: Sales of tangible personal property or services to a municipality,
county or school district pursuant to a lease or lease-purchase
agreement between the vendor and a municipality, county or
school district.

Estimate: N/A

Spaceport Operations

Citation: 68 O.S. §1356

Description: (A)  Sales of tangible personal property or services to any

spaceport user.

(B)  Sale, use, storage, consumption, or distribution of any
satellite or associated launch vehicle, including components, parts
and motors, imported or caused to be imported into this state for
the purpose of export by means of launching into space.

© Sale, lease, use, storage, consumption, or distribution in
this state of any space facility, space propulsion system or space
vehicle, satellite, or station of any kind possessing space flight
capacity, including components thereof,

(D)  Sale, lease, use, storage, consumption, or distribution in
this state of tangible personal property placed on or used aboard
any space facility, space propulsion system or space vehicle,
satellite, or station possessing space flight capacity.

44



49.

50.

51.

52.

53.

Spaceport Operations ( Continued)

Estimate (Sales Tax):
Data Source:
Reliability:

(E)  Sale, lease, use, storage, consumption, or distribution in
this state of tangible personal property meeting the definition of
“section 38 property” as defined in Section 48 (a)(1)(A) and (B)(D)
of the Internal Revenue Code of 1986, that is an integral part of
and used primarily in support of space flight.

(F)  Purchase or lease of machinery and equipment for use at a
fixed location in this state, which is used exclusively in the
manufacturing, processing, compounding, or producing of any
space facility, space propulsion system or space vehicle, satellite,
or station of any kind possessing space flight capacity.

Zero

Tax Commission Records

1

Admission Tickets Surcharge

Citation:
Description:

Estimate:

State Parks
Citation:
Description:

Estimate:

Data Source:
Reliability:
Parking Privileges
Citation:

Description:

Estimate:

68 O.S. §1356

Amount of surcharge or any other amount which is separately
stated on an admission ticket which is imposed, collected and used
for the sole purpose of corstructing, remodeling or enlarging
facilities of a public trust having a municipality or county as its

sole beneficiary.
N/A

68 O.S. §1356 .

Purchases of items used in or for the benefit of the state parks by a
501(c)(3) organization whose purpose is to support one or more
state parks.

Zero

Tax Commission Records

1

68 O.S. §1356 ,

Sale, lease, or use of parking privileges by an institution of The
Oklahoma State System of Higher Education.

N/A

Campus Construction Projects

Citation:
Description:

68 O.S. §1356

Sales of tangible personal property or services for use on campus
construction projects for the benefit of institutions of The
Oklahoma State System of Higher Education or private institutions
of higher education accredited by the Oklahoma State Regents for
Higher Education when such projects are financed by or through
the use of nonprofit entities which are exempt from taxation
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53.

54.

55.

56.

57.

Campus Construction Projects (Continued)

pursuant to the provisions of the Internal Revenue Code, 26
U.S.C., Section 501(c)(3).

Estimate: Zero

Data Source: Tax Commission Records

Reliability: 1

School Construction Projects

Citation: 68 O.S. §1356 '

Description: Sales of tangible personal property of services for use on school

construction projects for the benefit of any public school or school
district when such projects are financed by or through nonprofit

entities exempt from taxation pursuant to 26 U.S.C. 501(c)(3).
Estimate: Zero

Data Source: Tax Commission Records

Reliability: 1

National Championship Sports Event

Citation: 68 O.S. §1356

Description: Sales of tangible personal property or services by a nonprofit

organization made in the course of conducting a national
championship sports event, if a portion of the payment would

qualify as the receipt of a qualified sponsorship payment.
Estimate (sales Tax): N/A .

Robotics
Citation: 68 O.S. §1356
Description: Sales of tangible personal property or services to or by nonprofit

organizations affiliated with a comprehensive university within the
Oklahoma State System of Higher Education providing education
and teachers training relating to robotics.

Estimate (sales Tax):  Minimal

Data Source: Industry Sources

Reliability: 3

Youth Athletic Teams

Citation: 68 O.S. §1356

Description: The first Fifteen Thousand Dollars ($15,000. 00) in sales of

tangible personal property to or by youth athletic teams which are
part of an organization which is exempt from taxation pursuant to
501(c)(4) of the Internal Revenue Code, which are made to raise
money for the team.

Estimate (sakesTax) : N/A
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58.

59.

60.

61.

62.

Championship Event Tickets

Citation:
Description:

Estimate:

68 O.S. §1356

Sales of tickets to college athletic events at venues owned or
operated by a municipality or a public trust of which the
municipality is the sole beneficiary which are part of a tournament
to determine regional or national championships at the college or

university level.
N/A

Oklahoma City National Memorial

Citation:
Description:

Estimate:

68 0.S. §1356
Sales of tangible personal property or services to or by a nonprofit
organization operating the Oklahoma City National Memorial and

Museum.
N/A

Veterans’ Organizations

Citation:
Description:

Estim_ate:

Public Libraries
Citation:
Description:

Estimate:
Data Source:
Reliability:

Bordering States

Citation:
Description:

Estimate:

68 O.S. §1356

Sales of tangible personal property or services to. nonprofit
veterans’ organizations which furnish support to area veterans’
organizations to be used .for the purpose of constructing a
memorial or museum.

N/A

68 O.S. §1356
Sales of tangible personal property or services made on or after
July. 1, 2003- to nonprofit organizations that are expendmg monies

received from a private  foundation grant in conjunction with

expenditures of local sales tax revenue to construct a local public
library.

Zero

Tax Commission Records

1

68 O.S. 1356

Sales of tangible personal property and services to bordermg states
or their political subdivisions but only to the extent those states
afford this state and its political subdivisions the same sales tax
treatment.

N/A
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63.

64.

65.

66.

Career Technology Student Organization

Citation: 68 0.S. §1356

Description: Sales of tangible personal property or services to the Career
Technology Student Organizations under the supervision of the
Oklahoma Department of Career and Technology Education.

Estimate: Minimal

Data Source: Industry Sources

Reliability: 3

Improvements or Expansions of Hospitals or Nursing Homes

Citation: 68 O.S. §1356

Description: Purchases made to improve or expand hospital and nursing homes

owned and operated by cities, towns, counties or multiples of them
or by public trusts having these units of political subdivision as
their beneficiary or to organizations exempt pursuant to Section
501(c)(3) of the Internal Revenue Code, or to the contractor or
subcontractor with one of the above named types of entities.

Estimate: $650,000.00

Data Source: Tax Commission Records

Reliability: 1

Specialized Facilities Serving Physically and Mentally Handicapped Persons
Citation: 68 O.S. §1356

Description: Sales of tangible personal property and services to an organization,

which assists, trains, educates, and provides housing for physically
and mentally handicapped persons and which is exempt from
taxation pursuant to the provisions of the Internal Revenue Code,
26 U.S.C., Section 501(c)(3); and provided that the organization
receives at least eighty-five percent (85%) of its annual budget

from state or federal funds.
Estimate: $100,000.00
Data Source: Tax Commission Records
Reliability: 1
Neighborhood Watch Organizations
Citation: 68 O.S. §1356
Description: The first Two Thousand Dollars ($2,000.00) in sales yearly to, by

or for the benefit of the first two thousand (2,000) neighborhood
watch organizations to apply which are working directly with law

enforcement.
Estimate: Minimal
Data Source: Tax Commission Records
Reliability: 2
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67.

68.

69.

Organization Providing Services during the Day to Homeless Persons

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356 ,

Sales of tangible personal property to an organization exempt from
taxation pursuant to Section 501(c)(3) of the Internal Revenue
Code, organized primarily for the purpose of providing services to
homeless persons during the day. '

Minimal

Industry Sources

3

Organization Providfng F undi‘ng for the Preservation and Conservation of
Wetlands and Habitat for Wild Ducks and Turkeys

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356.

Sales. of tangible personal property or services to or by an
organization exempt from taxation pursuant to § 501(c)(3) of the
Internal Revenue Code, for events the principal purpose of which
is to provide funding for the preservation of wetlands and habitat
for wild ducks and wild turkeys.

Minimal

Industry Sources

3

Organization which is Part of a Network of Autonomous Member Organizations

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356 : _ < 3 ;

Sales of tangible personal property or services to an organization
exempt from taxation pursuant to § 501(c)(3) of the Internal
Revenue Code - that is part of a network of community-based,
autonomous member organizations that meet the following criteria:
(A) Serve people with workplace disadvantages and disabilities by
providing job: training and employment services, as well as job
placement opportunities and post-employment support,

(B) Has locations in the United States and at least twenty (20)
other countries, R

(C) Collects donated clothing and household goods to sell in retail
stores and provides. contract labor services to business and
government, and S P

(D) - Proyides. documentation to the Oklahoma Tax Commission
that over seventy-five percent (75%) of its revenues are channeled

~ into employment, job training and placement programs and other

critical community services.
$104,000.00

Industry Sources

3
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70.

71.

72.

73.

74.

Tickets to National Basketball Association and National Hockey League Games
Citation: 68 O S. §1356

Description: Sales or gift of tickets to National Basketball Association or
National Hockey League Games.

Estimate: $1,905,000.00

Data Source: Industry Sources

Reliability: 3

Admission to Professional Sporting Events

Citation: 68 O.S. §1356

Description: Admissions to professional sporting events involving ice hockey
’ baseball, basketball, football or arena football, or soccer.

Estimate: $563,000.00

Data Source: Industry Sources

Reliability: 3

Tickets to an Annual Event Sponsored by an Educational and Charitable

Organization of Women

Citation: 68 O.S. §1356

Description: Admissions to an annual event sponsored by an educational and
charitable organization of women, exempt from taxation pursuant
to 501(c)(3) of the Internal Revenue Code which promotes
volunteerism, developing the potential of women and improving
the community through the effective action and leadership of

trained volunteers.

Estimate: N/A

Community Mental Health Center

Citation: 68 O.S. § 1356

Description: Sales of tangible personal property or services to any community
mental health center as defined in 43A O.S. §3-302.

Estimate: $423,000.00

Data Source: Industry Sources

Reliability: 3

Community Health Charities Member Organizations

Citation: 68 O.S. §1356

Description: Sales of tangible personal property or services to an organization

primarily engaged either in providing educational services and
programs concerning health-related diseases and conditions to
individuals suffering from such health-related diseases and
conditions or their careglvers and family members or support to
such individuals, or in health-related research as to such diseases
and conditions, or both. Such organization must itself be a
member of a tax-exempt organization that is primarily engaged in
advancing the purposes of its member organizations through
fundraising, public awareness or other efforts for the benefit of its
member organizations. In order to qualify for the exemption, the
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74.

75.

76.

77.

78.

Community Health Charities Member Organizations (Continued)

member nonprofit organization shall be required to provide proof
to the Oklahoma Tax Commission of its membership status in the
membership organization

Estimate: $83,000.00
Data Source: Industry Sources
Reliability: 3
National Volunteer Women’s Service Organization -
Citation: 68 O.S. §1356
Description: Sales of tangible personal property or services to or by an
organization which is part of a national volunteer women’s service
organization dedicated to promoting patriotism, . preserving
American history and securing better education for children and
which has at least one hundred sixty-eight thousand (168,000)
members in three thousand (3,000) chapters across the United
, States.
Estimate: Minimal
Data Source: Industry Sources
Reliability: 3
YMCA or YWCA
- Citation: 68 0.S. §1356
Description: Sales of tangible personal property or services to or by a YMCA or
YWCA organization.
Estimate: $286,000.00
Data Source: Industry Sources
Reliability: 3
Veterans of Foreign Wars
Citation: 68 0.S. §1356
Description: Sales of tangible personal property or services to or by the
Veterans of Foreign Wars. (VFW) orgamzatlon Oklahoma
chapters.
Estimate: $29,000.00
Data Source: Industry Sources
Reliability: 3
Food Boxes Containing Edible Staple Food Items
Citation: 68 O.S. §1356
Description: Sales of boxes containing edible staple food items when the boxes
are sold by churches or by organizations that are exempt pursuant
to 26 U.S.C., Section 501(c)(3) where the organization was
organized for the primary purpose of feeding needy persons or to
encourage volunteer service.
Estimate: N/A
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79.

&0.

81.

82.

Contractors and Subcontractors with Churches

Citation:
Description:

Estimate:

68 O.S. §1356

Purchases of tangible personal property and services by persons
with whom a church has duly entered into a construction contract
or to a subcontractor to that contract.

N/A

Organizations Providing Training and Education to Developmentally Disabled

Individuals
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356

Provides a sales tax exemption for sales of tangible personal
property or services used exclusively for charitable, educational or
religious purposes, to or by an organization which is exempt from
taxation pursuant to Section 501(c)(3) of the Internal Revenue
Code and has a Not-for-Profit Certificate of Incorporation in
Oklahoma, organized for the purpose of providing training and
education to developmentally disabled individuals; educating the
community about the rights, abilities and strengths of
developmentally disabled individuals; and promoting unity among
developmentally disabled individuals in their community and
geographic area.

Minimal

Industry Sources

3

Shelters for Abused, Neglected, or Abandoned Children

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356

Provides an exemption from sales tax on sales of tangible personal
property or services to an organization exempt from taxation
pursuant to Section 501(c)(3) of the Internal Revenue Code, which
is a shelter for abused, neglected, or abandoned children from birth
to age eighteen.

$144,000.00

Industry Sources & Government Data

3

Child Care Centers Possessing a 3-Star Rating

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356

Provides an exemption for sales of tangible personal property or
services to child care centers possessing a 3-star rating with the
Department of Human Services and providing on-site universal
pre-kindergarten education to four-year-old children through a
contractual relationship with a public school.

$100,000.00

Industry Sources

3
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83.

84.

85.

86.

Blue Star Mothers of America, Inc.

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. § 1356

Provides an exemption for sales of tangible personal property to
the exempt 501(c)(19) service organization known as the Blue Star
Mothers of America, Inc. which sends personal property to United
States Military personnel overseas who are serving in a combat
zone.

$2,000.00

Tax Commission Records

1

Local Public or Private School Foundations

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. § 1356

Exempts until July 1, 2014, sales of tangible personal property by
or to nonprofit local public or private school foundations which
solicit money or property in the name of any public or private
school or public school district.

Minimal

Industry Sources

3

Organizations Providing Funds for Medical Scholarships

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. § 1356 ,

Sales of food and snack items to or by an organization exempt
from taxation pursuant to 26 U.S.C. § 501(c)(3) whose primary
purpose is providing funds for scholarships in the medical field.
Minimal

Tax Commission Records

2

Constrﬁction Projects for Entities Providing End-Of-Life Care and Hospice

Services
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. § 1356 » .

Exempts sales of tangible personal property and services for use
solely on construction projects for organizations exempt from
taxation under 26 U.S.C. § 501(c)(3) and whose purpose is to
provide end-of-life care and access to. hospice services to low-
income individuals who: live in a facility owned by the
organization. The measure extends the exemption. to. sales to any
person, including contractors and subcontractors, with whom such
organization has duly entered into a construction contract,
necessary for carrying out such contract.

Zero

Tax Commission Records
1
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87.

88.

89.

90.

91.

Event Admissions Sales by Organizations Supporting General Hospitals

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1356

Exempts sales of admission tickets to events held by organizations
exempt from taxation pursuant to 26 U.S.C. § 501(c)(3) that are
organized for the purpose of supporting general hospitals licensed
by the Oklahoma Department of Health.

Minimal

Industry Sources

3

Nonprofit Foundation Raising Contributions in Support of Activities of the NRA
and Similar Organizations

Citation: 68 O.S. §1356

Description: Exempts the sale of property to a nonprofit foundation which raises
tax deductible contributions in support of a wide range of firearms
related public interest activities of the National Rifle Association
of America and other organizations that defend and foster the
Second Amendment and also exempts sales of property to or by
grassroots funding raising programs for sales related to events to
raise funds for the referenced foundation.

Estimate: Minimal

Data Source: Industry Sources

Reliability: 3

Transportation of School Pupils

Citation: 68 O.S. §1357 _

Description: Transportation of school pupils to and from elementary schools or
high schools.

Estimate (Sales Tax) : Zero

Data Source: OU/OSU Group

Reliability: 3

Local Transportation

Citation: 68 O.S. §1357 :

Description: Transportation of persons where the fare does not exceed One
Dollar ($1.00) or local transportation within the corporate limits of
a municipality except by taxicabs.

Estimate (Sales Tax) : $242,000.00

Data Source: OU/OSU Group

Reliability: 3

Sales for Resale

Citation: 68 O.S. §1357

Description: Sales for resale to persons engaged in the business of reselling the

Estimate (Sales Tax) :
Data Source:
Reliability:

articles purchased and who have been issued sales tax permits by
the Oklahoma Tax Commission.

$1,512,000,000.00

Tax Commission Records

2
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92.

93.

94.

95.

Sales of Certain Types of Advertising

Citation:
Description:

Estimate (Sales Tax) :

Data Source:
Reliability:

68 O.S. §1357

Sales of advertising space in newspapers, periodicals, programs
relating to sporting and entertainment events, on billboards
(including signage, posters, panels, marquees, or on other similar
surfaces, whether indoors or outdoors), or programs relating to
sporting and entertainment events, and sales of any. advertising
displayed at a sporting event by way of the Internet, electronic
display devices, or through public address or broadeast systems,
and any advertising via the Internet, electronic display devices,
electronic media;  including radio, public address or broadcast
systems, television (whether through closed circuit broadcasting
systems or otherwise), and cable and satellite television, and the
servicing of any advertising devices.

$41,551,000.00

OU/OSU Group

3

Terrestrzal or Aquatic Ammal Ltfe Supplies

Citation:
Description:

Estimate (Sales Tax) :
Data Source:
Reliability:

68 O.S. §1357

Eggs, feed, supplies, machinery and equipment purchased by
persons regularly engaged in the business of raising worms, fish or
insects.

Minimal

OU/OSU Group

3

Utilities for Residential Use

Citation:
Description:

Estimate (Sales Tax):

Data Source:
Reliability:

Drugs
Citation:
Description:

Estimate (Sales Tax) :
Data Source:
Reliability:

68 O.S. §1357

Sale of natural or artificial gas and electricity when sold
exclusively for residential use.

$117,570,000.00

OU/OSU Group

3

" 68 0.S. §1357

Sales of drugs, except for over-the-counter drugs, prescribed for
the treatment of human beings by a person licensed to prescrlbe the
drugs and sales of insulin and medical oxygen.

$132,227,000.00

Kaiser Family Foundation

3
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96.

97.

98.

99.

100.

101.

Oil or Chemical Drums
Citation: 68 O.S. §1357
Description: Sales of returnable oil and chemical drums to any person not in the

business of reselling returnable oil drums.
Estimate (Sales Tax): N/A

Utensils Sold to Vendors
Citation: 68 O.S. §1357
Description: Sales of one-way utensils, paper napkins, cups. and disposable

containers to a vendor of meals or beverages.
Estimate (Sales Tax) : Minimal

Data Source: OU/OSU Group

Reliability: 3

Federal Food Stamp Program

Citation: 68 O.S. §1357

Description: Sales of food or food products for home consumption which are

purchased in whole or in part with federal food stamp coupons.
Estimate (Sales Tax) : $39,020,000.00

Data Source: Oklahoma Department of Human Services

Reliability: 3

Meals on Wheels

Citation: 68 O.S. §1357

Description: Sales of food, food products or equipment and supplies to or by

organizations commonly known as “Meals on Wheels” or “Mobile
Meals”, or nonprofit corporations which receive funding pursuant
to the Older Americans Act of 1965 and other exempt
organizations distributing food.

Estimate (Sales Tax) : N/A

Collection and Distribution of Food to the Needy

Citation: 68 O.S. §1357

Description: Sales to or by non-profit organizations which are exempt from tax
under the provisions of 501(c)(3) of the Internal Revenue Code
which are primarily engaged in the collection and distribution of
food and household products and which facilitate the distribution

of them to the needy.
Estimate: N/A
Children’s Homes
Citation: 68 O.S. §1357
Description: Sales of tangible personal property or services to children’s homes

which are located on church-owned property and are operated by
organizations, exempt from taxation pursuant to the provisions of
the Internal Revenue Code, 26 U.S.C., §501(c)(3).

Estimate (Sales Tax) : $75,000.00

Data Source: OU/OSU Group

Reliability: 3
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102.

103.

104.

105.

106.

Aircraft Maintenance Facility

Citation: 68 O.S. §1357

Description: Sales of computers, data processing equipment, related peripherals
and telephone, telegraph or telecommunications service and
equipment for use in a qualified aircraft maintenance or
manufacturing facility. Further, sales of property consumed in the
construction or expansion of a qualified aircraft maintenance or
manufacturing facility.

Estimate (Sales Tax) : Zero

Data Source: Tax Commission Records

Reliability: 1

Certain Telecommunications Services

Citation: 68 O.S. §1357

Description: Sales of interstate and international 800, 900 and private

communications services, value-added nonvoice data service,
interstate and international telecommunications service which is
rendered by a company for private use within its organization or
used or distributed by a company to its affiliated group, regulatory
assessments and telecommunication nonrecurring charges
including installation, connection, change or initiation of
telecommunications services which are not associated with a retail
consumer sale.
Estimate (Sales Tax) : N/A

Railroad Track Spikes

Citation: 68 O.S. §1357

Description: Sales of railroad track spikes manufactured and sold for use in this
state.

Estimate (Sales Tax) : N/A

Aircraft and Aircraft Parts

Citation: 68 O.S. §1357

Description: Sales of aircraft engine repairs and aircraft parts; at a qualified
. aircraft maintenance facility.

Estimate (Sales Tax) : Zero :

Data Source: Tax Commission Records

Reliability: 2

Computer Services and Data Processing

Citation: 68 O.S. §1357

Description: Sales of machinery and equipment purchased and used by

qualifying persons and establishments primarily engaged in
computer services and data processing.
Estimate (Sales Tax) : N/A
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107.

108.

109.

110.

111.

112.

113.

Prosthetic Devices
Citation: 68 O.S. §1357
Description: Sales of prosthetic devices to individuals for their own use.

Estimate (Sales Tax): N/A

Motion Picture and Television Production Companies
Citation: 68 O.S. §1357
Description: Sales of property or services to a motion picture or television

production company to be used or consumed in connection with an
eligible production.
Estimate (Sales Tax): $3,000.00

Data Source: Tax Commission Records

Reliability: 2

Diesel Fuel

Citation: 68 O.S. §1357

Description: Diesel fuel sold for use by commercial vessels, barges, and other

commercial watercraft.
Estimate (Sales Tax) : N/A

Biomedical Research Foundations

Citation: 68 O.S. §1357

Description: Sales of property and services to tax-exempt, independent,
nonprofit biomedical research foundations and community blood
banks.

Estimate (Sales Tax) : N/A

Wireless Telecommunication Equipment

Citation: 68 O.S. §1357

Description: Wireless telecommunications equipment used as part of a
promotional package.

Estimate (Sales Tax) : N/A

Rail Transportation Cars

Citation: 68 O.S. §1357

Description: Leases of rail transportation cars used to transport coal to plants in
this state that generate electricity.

Estimate (Sales Tax) : N/A

Aircraft Repair and Modification

Citation: 68 O.S. §1357

Description: Sales of aircraft engine repairs, modification, and replacement
parts, sales of aircraft frame repairs and modification, aircraft
interior modification, and paint, and sales of services used in the
repair, modification and replacement of parts of aircraft engines,

aircraft frame and interior repair and modification, and paint.
Estimate (Sales Tax) : $2,150,000.00

Data Source: OU/OSU Group
Reliability: 3
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114.

115.

116.

117.

118.

119.

Ship Motor Vessel or Barge

Citation: 68 O.S. §1357

Description: Sales of materials and supplies to the owner or operator of a ship,
motor vessel or barge that is used in interstate or international
commerce.

Estimate (Sales Tax) : N/A

Estate Sales
Citation: 68 O.S. §1357
Description: Estate sales if:

(A) Sale is held at decedent’s residence.
(B) Sale is held for a period of three (3) consecutive days or less.
(C) Sale is held within six (6) months of the date of death.
(D) Goods sold must be part of the estate of the decedent.
(E) Sale must not be held by someone who is required to hold a
sales tax permit or a Transient Merchant License.

Estimate (Sales Tax) : N/A

Electricity Used in Oil De-watering Projects

Citation: 68 O.S. §1357 ‘ v
- Description: Electricity used by an oil and gas operator for reservoir de-
watering projects. '

Estimate (Sales Tax) : N/A

Prewritten Computer Software

Citation: 68 O.S. §1357

Description: Sales of prewritten computer software that is delivered
electronically. ‘ -

Estimate: N/A

Modular Dwelling Units

Citation: 68 O.S. §1357 A

Description: Forty-five percent (45%) of the total sales price of sales of certain
modular dwelling units. -

Estimate: $156,000.00. .

Data Source: Tax Commission Records

Reliability: 2

Disabled Veterans in Receipt of Compensation at the One Hundred Percent
Rate

- Citation: 68 O.S. §1357
Description: Sales of tangible personal property or services not to exceed

Twenty-Five Thousand Dollars ($25,000.00) per year to persons
who have been honorably discharged from active service in any
" branch of the Armed Forces of the United States or Oklahoma
National Guard with certification from the United States
Department of Veterans Affairs or its successor certifying such
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119.

120.

121.

122.

123.

124,

Disabled Veterans in Receipt of Compensation at the One Hundred Percent
Rate (Continued)

veteran is receiving compensation at the rate of one hundred
percent (100%) and has a permanent disability sustained through
military action or accident or resulting from a disease contracted
while in such’ active service; including sales for the benefit of
disabled veterans to a spouse or to a member of the household in
which the veteran resides and who is authorized to make purchases
on the veteran’s behalf, when such veteran is not present at the

sale.

Estimate: $15,175,000.00

Data Source: Tax Commission Records

Reliability: 2

Enhanced Recovery Methods

Citation: 68 O.S. §1357

Description: Sales of electricity that are used in enhanced recovery methods of
oil production.

Estimate: $1,699,000.00

Data Source: Industry Sources

Reliability: 3

Intrastate Charter and Tour Bus Transportation

Citation: 68 O.S. §1357

Description: The sale of intrastate charter and tour bus transportation.

Estimate: N/A '

Vitamins, Minerals and Dietary Supplements by a Licensed Chiropractor

Citation: 68 O.S. §1357

Description: Sales of vitamins, minerals and dietary supplements by a licensed
chiropractor to his/her patient.

Estimate (Sales Tax) : $49,000.00

Data Source: Industry Sources

Reliability: 3

Web Search Portals

Citation: ~ 680.8S.§ 1357

Description: Sales of goods, ware, merchandise, tangible personal property,
machinery and equipment to a web search portal located in this
state.

Estimate: N/A

Contractors and Subcontractors with Rural Electric Cooperatives

Citation: 68 O.S. §1357 '

Description: Purchases of tangible personal property made by contractors and

subcontractors with rural electric cooperatives which is consumed

or incorporated in the construction or expansion of a facility.
Estimate: N/A
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125.

126.

127.

128.

Businesses Engaged in Repair of Electronic Goods

Citation:
Description:

Estimate:
Data Source:
Reliability:

Rolling Stock
Citation:
Description:

Estimate:

Data Source:
Reliability:
Precious Metals

Citation:
Description:

Estimate:

68 0.8S. § 1357

Sales of tangible personal property or services to businesses
primarily engaged in the repair of consumer electronic goods i.e.,
cell phones, compact disc players, personal computers €tc., which
are sold by the original manufacturer to the businesses where the
goods are repaired, refitted, or refurbished for sale to retail
consumers or to other businesses for subsequent sale to retail
consumers.

Zero :

Tax Commission Record

2

68 O.S. §1357

Exempts until July 1, 2014, sales of rolling stock-locomotives,
autocars, and railroad cars—when sold or leased by the
manufacturer.

Zero

Tax Commission Records

3

68 O.S. § 1357

Sales of gold, silver, platinum, palladium or other bullion items
stored within a recognized depository facility which means an
institution that accepts delivery of precious metals on behalf of the
purchaser and provides storage of such precious metals, but shall
not include financial institutions as defined in subsection E of
Section 71 of Title 62 of the Oklahoma Statutes.

Effective November 1, 2010

Drugs and Medical Devices

Citation:
Description:

Estimate (Sales Tax) :

Data Source:
Reliability:

68 O.S. §1357.6

Sales of drugs for the treatment of human beings, medical
appliances, devices or equipment including prosthetic devices,
durable medical equipment and mobility enhancing equipment
when administered or distributed by an authorized practitioner or
when purchased or leased by or on behalf of any individual for
their use under a prescription or work order of an authorized
practitioner and when the cost of such items is reimbursable under
the Medicare or Medicaid Program.

$10,650,000.00

OU/OSU Group

3
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129.

130.

131.

132.

Horses

Citation:
Description:
Estimate (Sales Tax) :
Data Source:
Reliability:

Related Entities
Citation:
Description:

Estimate:
Date Source:
Reliability:

Sales Tax Holiday
Citation:
Description:

Estimate:
Data Source:
Reliability:

Agricultural Sales
Citation:
Description:

Estimate (Sales Tax):
Data Source:
Reliability:

68 O.S. §1357.7
Sales of horses.
$1,170,000.00
OU/OSU Group
3

68 0O.S. §1357.9

Sales of services between related entities, applies to services that
becomnie taxable after July 1, 2003.

Zero

Tax Commission Records
1

68 O.S. § 1357.10

Provides for a sales tax exemption for the sale of clothing or
footwear designed to be worn on or about the body if the sales
price is less than $100.00 and the sale takes place during the period
beginning at 12:01 am the first Friday in August and ending at 12
midnight on the following Sunday. The exemption shall be for
sales taxes levied by the state, cities, counties, and authorities. The
city and county taxes will be reimbursed to the cities and the
counties from other state sales tax revenues.

$6,839,000.00

Tax Commission Records

2

68 O.S. 1358

(A) Sales of agricultural products sold directly at or from a farm.
(B) Sales of livestock

(C) Sales of baby chicks, turkey poults and starter pullets used in
commercial production.

(D) Sales of animal feed.

(E) Sales of items to be used in production of ‘agricultural
products.

“(F) Sales of farm machinery.

(G) Sales of supplies, machinery and equipment to persons raising
evergreen trees.

(H) Sales to an agricultural permit holder or to any person the
permit holder has contracted to construct livestock facilities.
$64,710,000.00

Tax Commission Records

2
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133.

134.

135..

Sales to Manufacturers

Citation:
Description:

Estimate (Sales Tax) :
Data Source:
Reliability:

68 O.S. §1359

(A) Sales of property to a manufacturer for use in a manufacturing
operation.

(B) Ethyl alcohol when sold and used for the purpose of blending
with motor fuel.

(C) Sales of containers.

(D) Sales of returnable soft drink, beer and water containers.

(E) Sales of property by a manufacturer for immediate exportation
out of the state. .. _ . o

(F) Machinery and supplies sold for use in reducing the harmful
properties of hazardous waste.

(G) Sales of property to a “qualified manufacturer.”

(H) Sales of property purchased and used by a licensed radio or
television station in broadcasting.

() Sales of property purchased and used by a licensed cable
television operator in cable casting. )

()) Sales of packaging materials.

(K) Sales of any pattern used in the process of manufacturing iron,
steel or other metal castings. -

(L) Deposits. made and which are subsequently refunded for
returnable containers used to transport cement.

(M) Machinery, electricity, fuels, explosives, and materials used in
the mining of coals. _

(N) Deposits made_for returnable cartons, crates, pallets, and
containers used to transport mushrooms from a farm for resale.

(O) Purchases of construction materials used . to build new or
expanded qualified wholesale grocery distribution facilities.

(P) Sales of tangible personal property and- services used or
consumed in all phases of the extraction and manufacturing of
crushed stone and sand. o
$1,744,549,000.00

OU/OSU Group

3

Sales to Corporations, Partnerships, or Limited Liability Companies

Citation:

| Description:

Estimate (Sales Tax) :

Donations
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §1360

‘Sales between corporations, partnerships, or limited liability

companies pursuant to a merger, reorganization, or dissolution.
N/A "

68 O.S. §1362 ‘

Ttems that are withdrawn from inventory for donation to persons
affected by the tornadoes of May 8 or 9, 2003.

Zero ‘

Industry Sources

3
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136.

137.

138.

139.

140.

141.

Bad Debt Credit
Citation: 68 O.S. §1366
Description: Credit allowed for taxes paid on gross receipts subsequently

determined to be worthless or uncollectible.
Estimate (Sales Tax): $21,000.00

Data Source: Tax Commission Records

Reliability: 2

Out-of-State Tax Credit

Citation: 68 O.S. §1404

Description: Credit allowed for tax paid on an article of tangible personal

property to another state by the person using such tangible personal
property in this state.

Estimate: $1,554,000.00

Data Source: OU/OSU Group

Reliability: 3

Machinery and Equipment Used in Manufacturing

Citation: 68 O.S. §1404

Description: Use of machinery and equipment purchased and used by persons

establishing new or operating manufacturing plants.
Estimate (Use Tax):  $4,585,000.00

Data Source: OU/OSU Group

Reliability: 3

Commercial Airlines or Railroads

Citation: 68 O.S. §1404

Description: Use of tangible personal property used or to be used by

commercial airlines or railroads.
Estimate (Use Tax):  $51,677,000.00

Data Source: OU/OSU Group

Reliability: 3

Livestock Purchased Outside the State

Citation: 68 0.S. §1404

Description: Livestock purchased outside this state and brought into this state

for feeding or breeding purposes, and which is later resold.
Estimate (Use Tax) : $57,949,000.00

Data Source: OU/OSU Group

Reliability: 3

Rail Transportation Cars

Citation: 68 O.S. §1404

Description: Leases of rail transportation cars used to transport coal to plants in

this state that generate electricity.
Estimate (Use Tax) : N/A
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142. Bad Debt Credit
Citation: " 68. 0.S. §1407.1
Description: Credit allowed for taxes paid on gross receipts pursuant to §§1406
and 1407 of the Use Tax Code and subsequently determined to be
worthless or uncollectible. ’
Estimate (Use Tax) : Zero

Data Source: Tax Commission Records
Reliability: 2
143.  Sales Tax Credit for Tourism Attraction Operators
Citation: 68 O.S. §2357.40
Description: Sales tax credit on approved costs of a company operating an

approved tourism project.,
Estimate (Sales Tax) : Zero

Data Source: Tax Commission Records
Reliability: 1
144. Computer Services _
Citation: 68 O.S. §54003
Description: Sales of  computers, data  processing  equipment,

telecommunications service and equipment, and related peripherals
to a qualified purchaser engaged in computer services, data
processing or research and development. :

Estimate (Use Tax) :  $271,000.00

)

Data Source: Tax Commission Records ,;’
Reliability: 1
145. Oklahoma Administrative Code
Citation: 75 O.S. §256
Description: Sale or resale of “Oklahoma Administrative Code” by Secretary of
State.
Estimate (Sales Tax) : Minimal
Data Source: Oklahoma Secretary of State
Reliability: 1
146. - Irrigation Districts. ‘
Citation: 82 O.S. §277.17
Description: All purchases or use of tangible personal property. by irrigation
districts.
Estimate (Sales Tax) : $44,000.00
Estimate (Use Tax) : N/A
Data Source: QU/OSU Group
Reliability: 3
A
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147.

148.

149.

Conservancy Districts

Citation: 82 O.S. §688.1

Description: All purchases of property by conservancy districts and master
: conservancy districts.

Estimate (Sales Tax) : N/A

Estimate (Use Tax) : N/A

Regional Water Districts

Citation: 82 0.8. §1274

Description: All purchases of property by regional water districts.
Estimate (Sales Tax): N/A

Estimate (Use Tax) : N/A

Rural Water, Sewer, Gas and Solid Waste Management Districts

Citation: 82 O.8. §1324.22

Description: All purchases of property by rural water, sewer, gas, and solid
waste management districts.

Estimate (Sales Tax) : N/A

Estimate (Use Tax) : N/A
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IV. AD VALOREM TAX

Although previously included in Tax Expenditure Reports issued by the Tax Commission, ad
valorem tax is a local revenue source and, as such, state revenues are not affected by the
imposition of exclusions, exemptions, deductions, credits, deferrals, or other preferential tax

treatment for purposes of ad valorem taxation. Therefore, a review of ad valorem tax
expenditures is omitted from this report.
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V. MOTOR VEHICLE REGISTRATION FEES

Abandoned Vehicles Auctioned by Class AA Wreckers

Citation: 42 O.S. §91.1

Description: Vehicles upon which fees are imposed by the state from prior
ownership of the vehicle when Class AA wreckers are performing
an abandoned vehicle auction.

Estimate: Minimal

Data Source: Tax Commission Records

Reliability: 2

Road Construction Vehicles

Citation: 47 O.S. §14-118

Description: Rubber-tired road construction vehicles and special mobilized
machinery.

Estimate: N/A

Donated Vehicles

Citation: 47 O.S. §1115

Description:
Estimate:
Data Source:
Reliability:

Vehicles donated to nonprofit charitable organizations.
Minimal

Tax Commission Records

2

Military Personnel Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 0.S. §1127 |

Vehicles owned by members of the Armed Forces of the United
States assigned to duty in this state or owned by théjr spouses, who
reside in Oklahoma. The special registration also applies to
Oklahoma residents who are members of the Armed Forces and
stationed out of state.

$2,481,000.00

Motor Vehicle Registrations

2 .

Special Mobilized Machinery

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 O.S. §1129

Special purpose machines which derive no revenue from the
transportation of persons or property and whose useful revenue-
producing service is performed at destinations away from public
highways. '
$1,898,000.00

Motor Vehicle Registrations

2

Fe e
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10.

11.

Vehicle Replacement Credit

Citation:
Description:

Estimate:
Data Source:
Reliability:

Destroyed Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

Farm Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

47 O.S. §1132

Credit allowed with respect to the fee for registration of a new
vehicle which is a replacement for a stolen or defective new
original vehicle.

Minimal

Motor Vehicle Registrations

2

47 0.S. §1132.3

Vehicles destroyed during the May 8 or 9, 2003 tornado. A credit
for any remaining months of registration will apply to the
registration fees of a replacement vehicle.

Minimal

Tax Commission Records
2

47 0.S. §1134

Pickup, truck or truck-tractor owned and operated by a farmer and

used primarily for farm use.
$4,295,000.00

Motor Vehicle Registrations
2

Taxicabs and Privately Owned School Buses

Clt_atmp
Description:

Estixﬁ;\‘t'e:
Data Source:
Reliability:

Forestry Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

47 0.S. §1134.1

Special registration fees. for taxicabs and privately-owned school
buses used for transporting school children.

$45,000.00

Motor Vehicle Registrations

2

47 O.S. §1134.2

Vehicles used for transporting unfinished forest products from
point of harvest to the point of first processing.

$434,000.00 ' '

Motor Vehicle Reg1strat10ns

2

Political Subdivision Vehicles

Citation:
Description:
Estimate:
Data Source:
Reliability:

47 O.S. §1135.1

Vehicles owned by any political subdivision of this state.
$254,000.00

Motor Vehicle Registrations

2
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12.

13.

14.

15.

16.

17.

Vehicles Owned by a Religious Corporation or Society

Citation: 47 O.S. §1135.1

Description: Motor bus, manufactured home, or mobile chapel and power unit
owned and operated by a religious corporation or society.

Estimate: $322,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2

Youth Program Vehicles

Citation: 47 O.S. §1135.1

Description: Vehicles owned or operated by nonprofit organizations devoted
exclusively to youth groups.

Estimate: $123,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2

Vehicles Used for the Employment of the Handicapped

Citation: 47 O.S. §1135.1

Description: Vehicles owned or operated by nonprofit organizations actually
involved in programs for the employment of the handicapped.

Estimate: $21,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2

Transportation for Older Persons

Citation: 47 O.S. §1135.1

Description: Vehicles owned and operated by a nonprofit organization that

provides older persons transportation to and from medical, dental
and religious services and relief from business and social isolation.

Estimate: $123,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2

Transportation of Surplus Food

Citation: 47 O.S. §1135.1

Description: Vehicles owned and operated by a private nonprofit organization
used for the transportation of surplus foods.

Estimate: $9,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2 ‘

Fraternal or Civic Service Organization Vehicles

Citation: 47 O.S. §1135.1 )

Description: Any vehicle owned by a fraternal or civic service organization with

at least one hundred (100) local chapters or clubs, and used to
provide mobile health screening services to the general public at no
cost to the recipient. '

Estimate: N/A
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18.

19.

20.

21.

22,

23.

Fire Department Vehicles

Citation: 47 0O.S. §1113

Description: Vehicles owned and operated by a charitable corporation which
provides a volunteer or full-time fire department.

Estimate: $10,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2 '

Prisoner of War Vehicles

Citation: 47 O.S. §1135.2

Description: Vehicles owned by members of the Armed Forces or civilians who
were former prisoners of war held by a foreign country.

Estimate: $26,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2

Physically Disabled Vehicles . -

Citation: 47 0.S. §1135.1

Description:. Vehicles which have been modified because of the physical

disability of the owner or of a family member within the second
degree of consanguinity of the owner.

Estimate: $157,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2 ‘

Disabled Veterans’ Vehicles

Citation: 47.0.8. §1135.2. ‘
Description: Vehicles owned by veterans of the Armed Forces of the ‘United

States that have a servicé-connected disability rating of fifty
percent (50%) or more.

Estimate: $2,709,000.00 _

Data Source: Motor Vehicle Registrations

Reliability: 2

Congressional Medal of Honor Recipient Vehicles

Citation: 47 0.S. §1135.2 ,

Description: - Vehicles owned by residents of this state who have been awarded
the Congressional Medal of Honor.

Estimate: Minimal . :

Data Source: Motor Vehicle Registration:

Reliability: 2

Indian Tribal Vehicles

Citation: 47 0.S. §1135.1

Description: Vehicles owned by a Native American Indian Tribal Association
and used for the furtherance of its tribal functions.

Estimate: $73,000.00
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23.

24,

25.

26.

27.

28.

Indian Tribal Vehicles (Continued)

Data Source:
Reliability:

Motor Vehicle Registrations
) _

Antique or Classic Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 0.8. §1135.1 - |
Vehicles twenty-five (25) years of age or older which travel on the

highways for historical or exhibition purposes only.
$97,000.00
Motor Vehicle Registrations

2

Killed in Action Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 O.S. §1135.2

Vehicles owned by the spouse of a member of the Armed Forces
who was killed in action.

$1,000.00

Motor Vehicle Registrations

2

Gold Star Parents’ Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 O.S. §1135.2

Vehicles owned by parents of a member of the United States
Armed Forces who was killed during a war.

$2,000.00

Motor Vehicle Registrations

2

Former Military Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

47 O.S. §1136.2

Former military vehicles used only for exhibitions, club activities,
parades, and other functions of public interest and not used for
regular transportation.

Minimal

Motor Vehicle Registrations

2

Rural Water or Sewer District Vehicles

Citation:
Description:
Estimate:
Data Source:
Reliability:

68 O.S. §2903

Vehicles owned by any rural water or sewer district.
$42,000.00

Motor Vehicle Registrations

2
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29.

Conservancy District Vehicles

Citation: 82 O.S. §688.1

Description: Vehicles owned by conservancy districts and master conservancy
districts.

Estimate: $1,000.00

Data Source: Motor Vehicle Registrations

Reliability: 2
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VI. MOTOR VEHICLE EXCISE TAX

Donated Vehicles
Citation:
Description:
Estimate:

Data Source:
Reliability:

47 O.S. §1115 _

Vehicles donated to nonprofit charitable organizations.
Minimal

Tax Commission Records

2

Prorate Vehicle Excise Tax

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2103

Trucks or truck-tractors registered with the state under the
International Registration Plan (IRP) for a laden weight or
combined laden weight of 54,001 pounds or more. Also includes
trailers or semitrailers registered under the Plan.

$9,052,000.00

Motor Vehicle Excise Tax Receipts

1

Marital and Parental Transfers

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2103

Transfers of a motor vehicle without consideration between a
husband and wife or parent and child. o
$17,609,000.00

Motor Vehicles Excise Tax Receipts

2

Transfers to a Trust

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2103

Transfers of a motor vehicle without consideration between an
individual and an express trust with right of revocation.
$1,250,000.00

Motor Vehicle Excise Tax Receipts

2

Replacement Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 0.8. §2103

Credit allowed with respect to excise tax paid for a new vehicle
which is a replacement for a stolen or defective new original
vehicle.

Minimal

Motor Vehicle Excise Tax Receipts

2
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10.

11.

Destroyed Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

Nonresident Person
Citation:
Description:

Estimate:

New Resident
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2103.1

Vehicles destroyed during the May 8 or 9, 2003 tornado, on which
vehicle excise tax was paid on or after May 8 or 9, 2002. The
allowed credit will apply to the excise tax liability of a replacement
vehicle.

Zero

Tax Commission Records
2

68 O.S. §2105
Vehicle owned by a nonresident person who operates principally in

some other state but who is in Oklahoma only occasionally.
N/A

68 O.S. §2105

Vehicle brought into this state by a person formerly living in
another state who has owned the vehicle at least sixty (60) days
prior to first registration in this state.

$14,064,000.00 B :

Motor Vehicle Excise Tax Receipts

2

Political Subdivision Vehicles

Citation:
Description:

Estimate:

Data Source:
Reliability:

Inherited Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2105

Vehicles registered by state or local governments or certain fire
departments and those with whom they have executed a lease or
lease purchase agreement.

$1,794,000.00

Motor Vehicle Excise Tax Receipts

2

68 O.S. §2105

Vehicles, the legal ownership of which was obtained by the owner
through inheritance. ‘

$609,000.00

Motor Vehicle Excise Tax Receipts

2

Used Motor Vehicle Dealers

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2105

Vehicles which are owned and being offered for sale by a licensed
used motor vehicle dealer.

$60,915,000.00

Motor Vehicle Excise Tax Receipts

2
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12.

13.

14.

15.

16.

17.

Out-of-State Motor Vehicle Dealers

Citation:
Description:

Estimate:

68 0.S. §2105

Vehicles purchased by a dealer licensed in another state for use or
resale in another state.

N/A

Foreclosure Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 0.S. §2105

Vehicles, the ownership of which was obtained by the lienholder
or mortgagee under or by a foreclosure of a lien or mortgage.
$4,765,000.00

Motor Vehicle Excise Tax Receipts

2

Vehicles Taxed Under Ad Valorem Tax Code

Citation:
Description:
Estimate:
Data Source:
Reliability:

68 O.S. §2105

Vehicles which are taxed under the Ad Valorem Tax Code.
$71,000.00

Motor Vehicle Excise Tax Receipts

2

Corporate, Partnership, or Limited Liability Company Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

Rental Vehicles
Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2105

Vehicles transferred pursuant to the formation or dissolution of a
corporation, partnership, or limited liability company.
$438,000.00

Motor Vehicle Excise Tax Receipts

2

68 O.S. §2105

Vehicles purchased by a person to be used by a business engaged
in renting motor vehicles without a driver.

$6,956,000.00

Motor Vehicle Excise Tax Receipts

2

Motor Vehicle Dealer

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2105

Vehicles of the latest manufactured model transferred to a licensed
motor vehicle dealer.

$696,000.00

Motor Vehicle Excise Tax Receipts

2
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18.

19.

20.

21.

22.

Lease Vehicle
Citation:
Description:
Estimate:
Data Source:
Reliability:

68 O.S. §2105
A leased vehicle which is transferred to the lessee.
$407,000.00

Motor Vehicle Excise Tax Receipts
2

s

Fraternal or Civic Service Organization

Citation:
Description:

Estimate:

68 O.S. §2105

Any vehicle owned by a fraternal or civic service organization with
at least one hundred (100) local chapters or clubs, and used to
provide mobile health screening services to the general public at no

cost to the recipient.
N/A

Demonstrator Vehicles

Citation:
Description:

Estimate:

68 O.S. §2105

Any new vehicle registered and authorized by the manufacturer or
dealer for an individual’s personal use not to exceed four (4)
months.

N/A

100% Disabled Veteran Exci§e Tax Exemption

Citation:
Description:

Estimate:
Data Source:
Reliability:

68 O.S. §2105 :

Vehicles purchased by disabled veterans on or after July 1, 2005
with one hundred percent (100%) service connected disability.
$549,000.00

Motor Vehicle Excise Tax Receipts

2

it

Irrigation District Vehicles

Citation:
Description:

Estimate:
Data Source:
Reliability:

82 0.S. §§277.17 and 688.1

Vehicles purchased by irrigation districts, conservancy districts,
and master conservancy districts and used in this state.
$73,000.00 ‘

Motor Vehicle Excise Tax Receipts

2
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VII. MOTOR FUEL TAXES

Motor fuel tax being inclusive of gasoline excise tax and diesel fuel tax is levied upon the sale of
such products in Oklahoma. Gasoline and diesel fuel sold to, or consumed by certain entities

may be exempt or subject to credits as provided for by statute. Aggregate data is not available to
estimate the tax expenditures.

L.

Fuel for Exportation

Citation: 68 O.S. §500.10

Description: Sale of gasoline or diesel to be exported out of this state by a
licensed supplier or licensed exporter. ‘

Diverted Fuel

Citation: 68 O.S. §500.10

Description: Credit for gasoline or diesel taxes previously paid on motor fuel

which was approved for diversion across state boundaries,

Fuel Exported by Tank Wagon

Citation: 68 0.S. §500.10 :
Description: Gasoline or diesel exported out of a bulk plant in this state in a
tank wagon.

K-1 Kerosene
Citation: 68 O.S. §500.10
Description: K-1 kerosene sold at retail for use other than for highway use.

Sales to Federal Government
Citation: 68 O.S. §500.10

Description: Sales of gasoline or diesel fuel to the United States of America.
Estimate (Gasoline Tax): Zero 13

Estimate (Dieset Tax):  Zero

Fuel Used for the Transportation of School Children

Citation: 68 O.S. §500.10 '

Description: Fuel sold for use solely in FFA and 4-H Club trucks and vehicles,
and school buses operated by public school districts.

Fuel Used by Exempt Entities

Citation: 68 O.S. §500.10

Description: Fuel sold for use in motor vehicles owned and operated by
counties, cities, towns, volunteer fire departments, rural electric
cooperatives, rural water and sewer districts, rural ambulance
service districts, or federally-recognized Indian tribes.
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10.

11.

12.

13.

14.

15.

16.

Fuel Used for Agricultural Purposes

Citation: 68 0.S. §500.10

Description: Sales to persons actually engaged in farming for use in farm
tractors or stationary engines.

Aircraft Fuel
Citation: 68 0.S. §500.10
Description: Gasoline, diesel and kerosene sold for use as fuel to generate

power in aircraft engines.

Fuel Sold within Indian Country

Citation: 68 0.S. §500.10

Description: Motor fuel sold within an Indian Reservation or within Indian
Country by a federally-recognized tribe to a member of that tribe
and used in motor vehicles owned by that tribal member.

Diesel Fuel Used to Run Equipment

Citation: 68 0.S. §500.10
Description: The portion of diesel fuel used to operate equipment attached to a

motor vehicle or consumed'in a vehicle off-road.

Fuel Purchased Out of State

Citation: 68 O.S. §500.10 o
Description: Gasoline or diesel acquired outside the state in a motor vehicle and

consumed in this staté ir the same vehicle.

Diesel Fuel Used for Certain Purposes

Citation: 68 O.S. §500.10

Description: Diesel fuel used as heating oil, in railroad locomotives, or any
other motorized, flanged-wheel rail equipment, or-used for other
nonhighway purposes.

Lost or Destroyed Fuel

Citation: 68 0.S. §500.10

Description: ~ Motor fuel lost or destroyed as a direct result of a sudden and

h unexpected casualty.

Contaminated Diesel

Citation: 68 O.S. § 500.10 .

Description: Credit for taxes paid on diesel fuel which has been accidentally
contaminated by dye. :

Dyed Fuel _

Citation: 68 0.S. §500.10

Description: Dyed diesel fuel.
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VIII. ESTATE TAX

Oklahoma imposes an estate tax on the value of property passing to an heir upon the death of a
decedent”. The estate tax is imposed upon the net value of the estate. Most of the tax
expenditures associated with the estate tax exempts (or allows to be deducted) the value of

certain property from being included when computing the taxable value of the net estate.
Aggregate data is not available for the exempt value'*.

1. Bequests to the State of Oklahoma
Citation: 60 O.S. §382
Description: The value of any bequests of any property, real or personal, to the
State of Oklahoma, or to any county, city, town or school district
in the State, if accepted, is exempt from Oklahoma estate tax.

2. Local Industrial Development Bonds
Citation: 62 O.S. §660
Description: The value of any bonds issued under the provisions of the Local
Industrial Development Act is exempt from Oklahoma estate tax.

3. Estate Tax Credit
Citation: 68 O.S. §802.1
Description: Credit for estate tax paid with respect to transfer of property to the
present decedent by or from a person who died within ten (10)
years before, or within two (2) years after, the present decedent.

4, Intangible Personal Property of a Nonresident
Citation: 68 O.S. §807
Description: All intangible personal property of a nonresident is exempt from
Oklahoma estate tax except intangible personal property
specifically taxed by the Estate Tax Code.

5. Surviving Spouse
Citation: 68 O.S. §807
Description: The value of any interest in decedent’s estate which vests in the

surviving spouse is exempt from Oklahoma estate tax.

6. Debts of the Decedent
Citation: 68 O.S. §808
Description: A deduction is allowed for all debts of the decedent and taxes on
real and personal property.

* The Oklahoma estate tax is being phased out. For deaths on or after January 1, 2010 the Oklahoma estate tax has
been repealed.

4 The exception to this is the deduction for the value of the net estate that passes to heirs (item #13 below).
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10.

11.

12,

13.

Income Taxes

Citation: 68 0.S. §808

Description: A deduction in the amount of state and federal taxes on the income
of the decedent to the date of death and unpaid federal gift taxes is
allowed.

Taxes Paid to Other Jurisdictions

Citation: 68 O.S. §808

Description: A deduction is allowed for death duties, estate or inheritance taxes
paid or payable to foreign countries or other states on intangible
personal property. ‘

Special Assessments

Citation: 68 O.S. §808

Description: A deduction is allowed for special assessments which are due and

which are a lien upon taxable property located in this state.

Funeral Expenses ‘

Citation: 68 O.S. §808

Description: A deduction for funeral expenses and all amounts actually
expended in the last sickness for the care of the deceased is
allowed.

Executors’ and Administrators’ Commissions

Citation: 68 O.S. §808
Description: A deduction for commissions paid to executors or administrators

of the estate is allowed.

Charitable Bequests
Citation: 68 O.S. §808
Description: A deduction for all transfers, gifts, or bequests to any charitable,

educational or religious institution is allowed. This also includes
any bequests to a nonprofit medical research foundation or to
; nonprofit organizations devoted exclusively to youth programs

Parents’, Children or Descendants’ Bequests

Citation: 68 O.S. §809
Description: A deduction from the estate for that portion which passes to

parents, children or other descendants, not to exceed Two Million
Dollars ($2,000,000.00). [$3,000,000.00 for deaths on or after 1-
01-09; fully deductible for deaths on or after 1-01-10]
Calendar Year 2008: $51,010,000.00

Data Source: Estate Tax Return Data
Reliability: 2
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14.  Regional Water Districts

Citation: 82 0.S. §1274

Description: The value of any and all obligations, securities, and evidences of
indebtedness issued by a regional water district is exempt from
Oklahoma estate tax. ’

e el
s
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IX. FRANCHISE TAX

Maximum Tax of $20,000.00

Citation: 68 O.S. §1205

Description: All capital employed which imposes a liability in excess of Twenty
Thousand Dollars ($20,000.00) is exempt.

Estimate: : N/A

Corporations Owing Tax of $250.00 or Less

Citation: 68 O.S. §1205

Description: All capital employed which imposes a liability in the amount of
Two Hundred and Fifty Dollars ($250) or less in tax.

Estimate: $2,195,000.00

Data Source: Tax Commission Records

Reliability: 2

Exempt Corporations and Organizations

Citation: 68 O.S. §1206

Description: Savings and loan associations, small business investment

companies, credit unions, trust companies, nonprofit corporations,
and others listed in this section.
Estimate: N/A

Rural Electric Co-operatives

Citation: 68 O.S. §1214 _
Description: Each co-operative and foreign corporation.
Estimate: N/A o

Other Exempt Organizations

Citation: 74 0O.S. §§2106, 5060.9 and 5062.14

Description: Export trading companies, the Center for the Advancement of
Science & Technology, and the Oklahoma Development Finance
Authority. '

Estimate: N/A
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X. GROSS PRODUCTION AND
PETROLEUM EXCISE TAXES

Enhanced Oil Recovery Deduction

Citation:
Description:

Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

Incentive Rebates
Citation:
Description:

Horizontally Drilled
Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:

Reliability:

Reestablished Production
Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

- Production Enhancement

Estimate: (Gross Production)
Esﬁmate: (Petroleum Excise)
Data Source:
Reliability:

Deep Wells

Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

Ultra Deep Wells
Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

68 0.S. §§ 1001, 1101 and 1102

An exemption of gross production and petroleum excise tax
on the incremental production attributable to the working
interest owners of an approved enhanced oil recovery
operation

$2,003,000.00

$27,000.00

Tax Reports

1

68 O.S. §1001
Rebate of 6/7ths of the 7% gross production tax paid on oil
and/or gas produced from certified projects.

$83,383,000.00
Zero

Claim Reports
1

$127,000.00
Zero

Claim Reports
1

$2,388,000.00
Zero

Claim Reports
1

$376,000.00
Zero

Claim Reports
1

$25,000,000.00
Zero

Claim Reports

l
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Incentive Rebates (Continued)

New Discovery
Estimate: (Gross Production)
Esﬁmate: (Petroleum Excise)
Data Source:
Reliability:

3-D Seismic

Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

Economically At-Risk
Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

$6,000.00
Zero

Claim Reports
1

$76,000.00 -
Zero

Claim Reports
1

$1,421,000.00
Zero

Claim Reports
1

Lease Interest Exemptions

Citation:
Description:

Fstimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

Gas Marketing Deduction

Citation:
Description:

Estimate: (Gross Production)
Estimate: (Petroleum Excise)
Data Source:
Reliability:

Credit for Small Business

Citation:
Description:

68 0.S. §§ 1008 and 1106

The portion of royalty interest exempt from gross
production and petroleum excise tax attributable to the
minerals owned by Cities, Counties, School Districts,
Indian Tribes, State or Federal Government.

$5,945,000.00 '

$81,000.00

Tax Reports

1 .

68 O.S. §§ 1001.4, 1101 and 1102

A deduction on the levy of gross production and petroleum
excise tax for certain non-production related costs
associated with the marketing and transportation of natural

gas.
$30,276,000.00
$411,000.00

Tax Reports
1

and Rural Small Business Capital Companies

68 O.S. §§2357.63(E) and 2357.74(E)

A tax credit for qualified investment in Oklahoma Small
Business Capital Companies and Oklahoma Rural Small
Business Capital Companies to be taken against gross
production and petroleum excise tax.
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3

Credit for Small Business and Rural Small
(Continued)

Estimate: (Gross Prodiction) $4,498,000.00.
Estimate: (petroleum Excise) $61,000.00

Data Source: Claim Reports
Reliability: 1
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XI. MISCELLANEOUS TAX PROVISIONS

A. AIRCRAFT REGISTRATION FEES

Aircraft Owned by the Manufacturer

Citation: 3 0.S. §253

Description: Aircraft manufactured under a FAA approved certificate which are
owned and in the possession of the manufacturer.

Estimate: Minimal

Data Source: Aircraft Registration Documents

Reliability: 1

Aircraft Owned by Charitable Organizations

Citation: 30.S. §253

Description: Aircraft owned by charitable organizations and used solely for the
furtherance of charitable purposes.

Estimate: Zero

Data Source: Aircraft Registration Documents

Reliability: \ 1 '

Aircraft Owned by Nonresidents

Citation: 3 0.S. §253

Description: Aircraft belonging to nonresidents of this state and registered in
another state.

Estimate: N/A

Aircraft of the Federal Government and State Government

Citation: 30.5. §253

Description: Aircraft of the federal government, any state government, and any
aircraft of the Civil Air Patrol.

Estimate: N/A

Aircraft of a Foreign Country

Citation: 3 O.S. §253

Description: Aircraft licensed by a foreign country with which the United States
has a reciprocal agreement covering the operation of such licensed
aircraft.

Estimate: Zero

Data Source: Aircraft Registration Documents

Reliability: 1

Aircraft Which Are Not Airworthy

Citation: 3 0.S. §253

Description: Aircraft not currently licensed or holding a current airworthiness
certificate by the FAA.

Estimate: N/A
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B. AIRCRAFT EXCISE TAX

Aircraft Owned by the Manufacturer

Citation: . 68 O.S. §6003

Description: Aircraft manufactured under a FAA approved certificate which are
owned and in the possession of the manufacturer.

Estimate: N/A '

Aircraft Owned by Dealers

Citation: 68 0.S. §6003

Description: Aircraft owned by a licensed dealer and in the dealer’s inventory,

Estimate: N/A '

Aircraft of the Federal Government and State Governments

Citation: 68 O.S. §6003

Description: Aircraft belonging to the federal government or any state
government.

Estimate: N/A

Corporate, Partnership or Limited Liability Company Aircraft

Citation: 68 O.S. §6003

Description: Aircraft transferred pursuant to the formation, reorganization or
dissolution of a corporation, partnership, or limited liability
company.

Estimate: Zero

Data Source: Aircraft Registration Documents

Reliability: 1

Aircraft Owned by Commercial Airlines

Citation: 68 O.S. §6003

Description: Aircraft purchased outside this state and brought into the state to be
used by commercial airlines.

Estimate: N/A ’

Aircraft upon Which an Out-Of-State Tax Has Been Paid

Citation: 68 O.S. §6003

Description: Aircraft on which a tax levied pursuant to the provisions of the

laws of another state, equal to or in excess of the aircraft excise
tax, has been paid. '
Estimate: N/A

Aircraft Acquired by Inheritance

Citation: 68 O.S. §6003

Description: Aircraft when the legal ownership of such aircraft is obtained by
the applicant for a certificate of title by inheritance.

Estimate: N/A ‘
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12.

13.

Aircraft Obtained through Foreclosure Proceedings

Citation: 68 0.S. §6003

Description: Aircraft obtained by the lienholder or mortgagee under or by
foreclosure of a lien or mortgage.

Estimate: N/A

Aircraft Transferred within the F amily

Citation: 68 O.S. §6003

Description: Aircraft transferred between husband and wife, or parent and child,
where no valuable consideration is given.

Estimate: N/A

Aircraft Used for Agricultural Purposes

Citation: 68 0.S. §6003

Description: Aircraft purchased by a resident of this state and used exclusively
in this state for agricultural spraying purposes.

Estimate: N/A

Aircraft Sold for More Than $2,500,000.00

Citation: 68 O.S. §6003

Description: Aircraft with a selling price in excess of Two Million Five

Hundred Thousand Dollars ($2,500,000.00) which are transferred
to a purchaser who is not a resident of this state for immediate

transfer out of state.
Estimate: Zero
Data Source: Aircraft Excise Tax Files
Reliability: 1
Trust Transfers
Citation: 68 O.S. §6003 '
Description: Aircraft transferred without consideration between an individual
" ' and an express trust.
Estimate: N/A

Aircraft Selling for More Than $5,000,000.00

Citation: 68 0.S. §6003.1 A

Description: Credit against the aircraft excise due on the sale of aircraft where
the selling price is Five Million Dollars ($5,000,000.00) for
expenditures made by the persons owing the tax, for the benefit of
airports located in Oklahoma.

Estimate: Zero
Data Source: Aircraft Excise Tax Files
Reliability: 1
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C. WASTE TIRE RECYCLING FEES

A waste tire recycling fee is assessed on sales of motor vehicle tires and the first registration of
motor vehicles. Exemptions from the imposition of the waste tire recycling fee exist for used or
retread tires upon which the waste tire fee was previously paid, motor vehicles registered pursuant

to the IRP and all-terrain and off-road motorcycles. Exemptions are reported in the aggregate and
therefore estimates are not available

1.

International Registration Plan (IRP) Motor Vehicles

Citation: 27A O.S. §2-11-401.2

Description: Motor Vehicles registered pursuant to the IRP.

Recycling Fee Previously Paid

Citation: 27A O.S. §2-11-401.2

Description: Purchases of used or retreaded tires provided that the tire dealer

can document that the recycling fee has been previously paid.

All-terrain Vehicles and Off-road Motorcycles
Citation: 27A O.S. §2-11-401.2

Description: All-terrain vehicles and off-road motorcycles registered pursuant
to Section 1132 of Title 47.

D. ALCOHOLIC BEVERAGE &
LOW POINT BEER EXCISE TAXES

Low-Point Beer Manufactured for Export

Citation: 37 O.S. §163.3

Description: Low-point beer manufactured for export.

Estimate: Minimal

Data Source: Tax Commission Records

Reliability: 1

Low-Point Beer Made for Personal Use

Citation: 37 O.S. §163.3

Description: Low-point beer made for personal use by a person licensed by the
ABLE Commission

Estimate: Effective August 27, 2010

Beer Manufactured for Export

Citation: 37 O.S. §553

Description: Beer manufactured for export.

Estimate: Zero

Data Source: Tax Commission Records

Reliability: 1
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Industrial Use Alcohol

Citation: 37 O.S. §554

Description: Alcohol used exclusively for industrial purposes by the holder of
an industrial license. '

Estimate: N/A

U.S. Tax-Free Permit

Citation: 37 O.S. §554

Description: Alcohol lawfully withdrawn and used free of tax under a tax-free
permit issued by the United States.

Estimate: N/A

Licensed Physicians and Dentists

. Citation: 37 O.S. §554

Description: Alcohol used exclusively by licensed physicians, dentists, and
pharmacists in the practice of their professions.

Estimate: N/A

Beer, Cider and Wine Made for Personal Use

Citation: 37 O.S. §554 :

Description: I“:feer‘.5 , cider and wine made for personal use by a person licensed
by the ABLE Commission '

Estimate: N/A

Sacramental Wine

Citation: © 37 0.8. §554

Description: Wine used exclusively for sacramental purposes in bona fide
religious ceremonies. ’

Estimate: _ Minimal

Data Source: ~ Tax Commission Records

Reliability: 1

Imported Alcoholic Beverages

Citation: 37 O.S. §554

Description: Alcoholic beverages, not exceeding one (1) liter, imported into this
state by the possessor for his own personal use.

Estimate: N/A

E. CIGARETTE STAMP TAX

Veterans Hospitals

Citation: 68 O.S. §321

Description: Cigarettes sold to veterans hospitals and state-operated domiciliary
homes for veterans.

Estimate: $138,000.00

Data Source: Wholesaler’s Reports

Reliability: 1

15 Effective August 27, 2010, beer made for personal use pursuant to 2 personal use permit is excluded from the
excise tax levied by Section 553 of Title 37. Laws 2010, ¢ 229, §5.
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2. United States of America

Citation: 68 O.S. §321
Description: Sales of cigarettes to the United States.
Estimate: Zero"

3. Indian Tribal Compact Sales

Citation: 68 0.S. §321

Description: Sales to a federally recognized Indian tribe which has entered into
a compact with the State of Oklahoma or to a licensee of such
tribe.

Estimate: $33,714,000.00

Data Source: Tax Commission Records

Reliability: |

4, Indian Tribal Sales

Citation: 68 O.S. §321

Description: Sales to a federally recognized Indian tribe or to a licensee of such
tribe upon which the tax levied by §349'€ of the Title 68 has been
paid. :

Estimate: $2,426,000.00

Data Source: Tax Commission Records

Reliability: |

A
o
-

F. TOBACCO PRODUCTS TAX

1. Veterans Hospitals

Citation: 68 O.S. §419

Description: Tobacco products sold to veterans hospitals and state-operated
domiciliary homes for veterans.

Estimate: Zero

Data Source: Tax Commission Records

~ Reliability: 2
2. Indian Tribal Compact Sales

Citation: 68 O.S. §419

Description: Sales to a federally recognized Indian tribe, which has entered into
a compact with the State of Oklahoma or to a licensee of such
tribe.

Estimate: $6,364,000.00

Data Source: Tax Commission Records

Reliability: |

' The reduced 75% cigarette excise tax rate levied by Section 349 of Title 68 was repealed by Laws 2009, ¢ 434, §
23, effective January 1, 2010.
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3. Indian Tribal Sales

Citation: 68 O.S. §419

Description: Sales to a federally recognized Indian tribe or to a licensee of such
tribe upon which tax levied by §426'" of Title 68 has been paid.

Estimate: $492,000.00

Data Source: Tax Commission Records

Reliability: 1

G. MOTOR FUEL/DIESEL FUEL IMPORTER FOR USE TAX

Importer for use tax is levied upon the importation of gasoline or diesel fuel wherein such
products are brought into Oklahoma in the fuel supply tanks of vehicles being used on the
highways of this state for commercial purposes. Gasoline and diesel fuel imported by certain
vehicles or by certain entities may be exempt or subject to credits as provided for by statute.
Aggregate data is not available to estimate the tax expenditures.

1. Automobiles or Recreational Vehicles
Citation: 68 O.S. §605
Description: Automobiles or recreational vehicles constructed and used for

transporting persons other than for hire.

2. Vehicles Less Than 26,000 Ibs.

Citation: 68 O.S. §605 .
Description: Fuel imported into the state in motor vehicles with a gross vehicle

weight of less than twenty-six thousand (26,000) pounds.

3. Agricultural Vehicles

Citation:  680.8.§605 |
Description: Fuel imported by persons transporting livestock and farm products

to or from the market.

4, Tour Buses
Citation: 68 O.S. §605

Description: Tour buses operated to transport passengers by charter or special
service. .

5. United States of America

Citation: 68 O.S. §605
Description: ~ Motor fuel or diesel fuel used in vehicles owned by the United
' States of America.

6. Temporary Fuel Permit

Citation: 68 O.S. §605 .
Description: Persons importing fuel for use in this state that have received a

temporary fuel permit from the Tax Commission.

1" The reduced 75% tobacco products excise tax levied by Section 426 of Title 68 was repealed by Laws 2009, ¢ 434
§20, effective January 1, 2010.
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Credit for Fuel Consumed Outside the State
Citation: 68 O.S. §615

Description: Credit allowed for gasoline or diesel fuel upon which tax has been
paid and thereafter consumed outside the State of Oklahoma.

H. SPECIAL FUEL USE TAX

Special fuel use tax is levied upon fuel existing in a liquid or gaseous state and which is
delivered into fuel supply tanks of motor vehicles in Oklahoma or which is imported into this
state in the fuel supply tanks of vehicles being used on the highways of this state for commercial
purposes. Special fuels used in certain vehicles or by certain entities may be exempt or subject to
credits as provided for by statute. Aggregate data is not available to estimate the tax

expenditures.
1. United States of America

Citation: 68 O.S. §708 ‘

Description: Special fuel delivered into the supply tanks of or used by motor
vehicles owned by the United States.

2. Agricultural Use

Citation: 68 O.S. §708

Description: Special fuel delivered into the supply tanks of farm tractors and
stationary engines used for agricultural purposes.

3. Passenger Automobiles

Citation: 68 O.S. §708

Description: Special fuel imported into Oklahoma in the fuel supply tanks of
passenger automobiles.

4, Motor Vehicles with 25 Gallons or Less Supply Tanks

Citation: 68 O.S. §708 ’

Description: Special fuel imported into Oklahoma in storage tanks with a
capacity of twenty-five (25) gallons or less and not used for
commiercial purposes. ‘

5. Agricultural Vehicles »

Citation: 68 O.S. §708 (

Description: Special fuel imported by persons transporting livestock and farm
products to or from the market.

6. Road Machinery and Equipment

Citation: 68 0.5.§708 _ _
Description: Special fuel used in road machinery and equipment built for and
used on location in the construction of public highways.
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11.

12.

Passenger Motor Buses or Coaches

Citation: 68 O.S. §708

Description: Special fuel used in passenger motor buses or coaches with a
seating capacity of ten (10) or more persons used ini public transit
systems.

County, City or Town Vehicles

Citation: 68 O.S. §708 »
Description: Special fuel purchased by any county, city or town for use in

vehicles operated for the benefit of the county, city or town.

School Districts
Citation: 68 O.S. §708
Description: Special fuel purchased by an Oklahoma school district for use in

vehicles for the sole benefit of the school district.

State Department of Transportation

Citation: 68 0.5. §708 ,
Description: Special fuel purchased by the Oklahoma Department of

Transportation for use in vehicles for the sole benefit of the
Department of Transportation.

Credit for Special Fuel Consumed Outside the State

Citation: 68 O.S. §722
Description: Credit allowed for special fuel upon which tax has been paid and

thereafter consumed outside the State of Oklahoma.

" Feein Lieu of Tax

Citation: 68 0.S.§723
Description: Flat fee of Fifty Dollars ($50.00) for each automobile and truck
using liquefied petroleum gas or natural gas as fuel. The fee is in

lieu of the special fuel tax.

L COIN-OPERATED MUSIC AND AMUSEMENT DEVICE FEES

A coin-op fee is for vending, music, amusement, and bulk-vending devices and is in lieu of sales
tax. An annual decal is required; the decal amount depends on the type of device. No reporting
requirement exists for coin-op devices exempted by statute and therefore tax expenditure estimates
are unavailable.

1.

Vending Devices Owned by Schools, Churches, or Governments

Citation: 68 0.S. §1503.1 ' ,

Description: Coin-operated vending devices owned by and located in a public or
private school, a church, or a governmental entity.
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2. Newspaper Vending Devices

Citation: 68 O.S. §1503.1 -
Description: Coin-operated vending devices, which dispense only newspapers
or periodicals.

3. Postage Stamp Vending Devices

Citation: 68 O.S. §1503.1
Description: Coin-operated vending devices, which dispense only postage
stamps.

4. Vending Devices Installed on Federal Military Bases
Citation: 68 O.S. §1503.1
Description: Coin-operated vending devices installed on federal military bases.

J. MOTOR VEHICLE RENTAL TAX

The tax levied on the rental of motor vehicles is assessed on all rental agreements with terms of 90
days or less with certain exceptions. The motor vehicle rental tax is not applicable to "lease
agreements" in excess of ninety (90) days in duration, rental agreements for any truck or truck-

tractor registered as commercial vehicles which have a laden weight or combined laden weight of

eight thousand (8,000) pounds or more or trailers/semitrailers registered pursuant to 47 O.S. § 1133,
The motor vehicle rental tax reporting data does not capture the rental agreement amounts excluded
by statute and therefore estimates are not available,

1. Lease Vehicles
Citation: 68 O.S. §2110 .
Description: Vehicles subject to any lease agreements.
2. Prorate Vehicles
Citation: 68 O.S. §2110
Description: Truck or truck-tractors having a combined laden weight of eight
thousand (8,000) pounds or more and registered pursuant to the
IRP.
3. Trailers or Semitrailers
Citation: 68 O.S. §2110
Description: Trailers or semitrailers registered pursuant to Section 1133 of Title

47 of the Oklahoma Statutes.

4. Bad Debt Deduction

Citation: 68 O.S. § 2110

Description: Vehicle rental tax deduction from gross receipts for bad debts.
Estimate: Zero

Data Source: Tax Commission Records

Reliability: 1
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K. DOCUMENTARY STAMP TAX

All property transferred by deed that is not specifically exempted by statute is subject to the
documentary stamp taX, and shall be paid by either the grantee or the grantor to the county clerk.
No centralized database exists to compile the property value or tax information for the property
transfers exempted by statute and therefore estimates are not available.

L.

Prior Recorded Deeds

Citation: 68 O.S. §3202 ~

Description: Deeds recorded prior to the effective date of Sections 3201 through
' 3206 of Title 68. :

Deeds Which Secure a Debt

Citation: 68 O.S. §3202

Description: Deeds which secure a debt or other obligation.

Supplemental Deeds

Citation: 68 O.S. §3202

Description: Deeds which,. without additional consideration, confirm, correct,

modify or supplement 2 deed previously recorded.

Deeds between Family Members

Citation: 68 O.S. §3202 :
Description: Deeds, without consideration, between husband and wife, parent

and child or any persons related within the second degree of
consanguinity or deeds between any person and an express
revocable trust created by such person or such person’s spouse.

Tax Deeds
Citation: 68 O.S. §3202
Description: Tax deeds.

Deeds of Releas; of Property

Citation: 68 O.S. §3202
Description: Deeds of release of property which is security for'a debt or other
obligation. - -

Deeds Executed by Indian Tribal Members

Citation: 68 O.S. §3202
Description: Deeds executed by members of Indian ‘tribes in approval

proceedings of the district courts or by the Secretary of the Interior.

Deeds of Partition
Citation: 68 O.S. §3202 ‘ :
Description: Deeds of partition, unless, for consideration, some of the parties

take shares greater in value than their individual interests.
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14.

Merger Deeds :
Citation: 68 O.S. §3202

Description: Deeds made pursuant to mergers of partnerships, limited  liability
companies, or corporations: °

Deeds to a Parent Corporation
Citation: 68 O.S. §3202

Description: Deeds made by a subsidiary corporation to its parent corporation
for no consideration.

State of Oklahoma
Citation: 68 0.S. §3202
Description: Deeds or instruments to which the State of Oklahoma or any of its

instrumentalities, agencies or subdivisions is a party.

United States of America

Citation: 68 O.S. §3202

Description: Deeds or instruments to which the United States or any of its
agencies or departments is a party.

Foreclosure Deeds

Citation: 68 O.S. § 3202

Description: Deeds executed pursuant to a foreclosure proceeding in which the
grantee is the holder of a mortgage on the property being
foreclosed. _

Oklahoma Space Industry Development Authority Deeds

Citation: 68 0.S. §3202

Description: Deeds or instruments to which the Oklahoma Space Industry
Development Authority or a spaceport user is a party.

L. TOURISM PROMOTION GROSS RECEIPTS TAX
(Repealed July 1; 2007)

M. CHARITY GAMES TAX

Veterans’ Organizations

Citation: 3A 0.S. §421

Description: Sales of bingo faces, U-PIK-EM bingo game sets, breakopen ticket
games, and other charity game equipment to certain veterans’
organizations.

Estimate: $1,314,000.00

Data Source: Tax Commission Records

Reliability: 2

98



Group Home for Mentally Disabled Individuals

Citation: 3A0.8. §421
Description: Sales of bingo faces, U-PIK-EM bingo game sets, breakopen ticket

games, and other charity games equipment to a group home for
mentally disabled individuals exempt from taxation pursuant to
501(c)(3) of the Internal Revenue Code.

Estimate: N/A

Bad Debt Credit

Citation: 3A O.S. §422

Description: Credit allowed for taxes paid by the distributor that become
uncollectible from an organization. ' “

Estimate: Zero

Data Source: ‘Tax Commission Records

Reliability: 2

Damaged Equipment

Citation: 3A O.S. §422 ' ‘

Description Credit for tax paid on damaged bingo faces, U-PIK-EM bingo
game sets, breakopen ticket games, or charity game equipment.

Estimate: $69,000.00

Data Source: Tax Commission Records

Reliability: 2 -

N. BOAT AND MOTOR REGISTRATION FEES

Military Personnel o
Citation: : 63 O.S. §4021 . A o
Description: Boats and motors owned by members of the Armed Forces of the

United States assigned to duty in this state or owned by their
spouses, who reside in Oklahoma. The special registration also
applies to Oklahoma residents who are members of the Armed
Forces and stationed out of state.

Estimate: $7,000.00

Data Source: ‘Boat and Motor Registrations

Reliability: 2 ' '

Boat and Motor Replacement Credit

Citation: 63 O.S. §4021

Description: Credit allowed with respect to the registration fee of a new boat

and/or motor which is a replacement for a stolen or defective new
original boat and/or motor.

Estimate: Minimal
Data Source: Boat and Motor Registrations
Reliability: 2
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State of Oklahoma

Citation: 63 O.S. §4021

Description:: Boats and motors owned by the State of Oklahoma, its agencies,
departments, or political subdivisions.

Estimate: $11,000.00

Data Source: Boat and Motor Registrations

Reliability: 2

Houseboats of a Fleet of 20 or More Vessels

Citation: 63 O.S. §4021 :

Description: Boats which are part of a fleet used for lodging and for which a
rental fee and sales taxes are collected.

Estimate: Minimal

Data Source: Boat and Motor Registrations

Reliability: 2 :

Boy Scouts of America, Girl Scouts of U.S.A. and Campfire USA

Citation: 63. 0.S. §4021

Description: Boats and motors owned by the Boy Scouts of America, the Girl

Scouts of U.S.A., and the Campfire USA devoted exclusively to
youth programs emphasizing physical fitness, character
development and citizenship training.

Estimate: $4.000.00

Data Source: Boat and Motor Registrations

Reliability: 2

Donated Boats and Motors

Citation: 63 O.S. §4021

Description: Boats and motors donated to nonprofit charitable organizations.
Estimate: N/A

O. BOAT AND MOTOR EXCISE TAX

Donated Boats and Motors

Citation: 63 O.S. §4021

Description: Boats and motors donated to nonprofit charitable organizations.

Estimate: N/A

Marital and Parental Transfers

Citation: 63 O.S. §4103 "

Description: Transfers of boats and/or motors without consideration between a
husband and wife or parent and child.

Estimate: $189,000.00

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2
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Replacement Boat and Motor

Citation: 63 O.S. §4103

Description: Credit allowed with respect to excise tax paid for a new boat
and/or motor which is a replacement for a stolen or defective new
original boat and/or motor.

Estimate: Minimal

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2

New Resident

Citation: 63 O.S. §4106

Description: Any boat or motor brought into this state by a person formerly
living in another state who has owned and registered the boat or
motor in the other state at least sixty (60) days prior to first
registration in this state.

Estimate: $73,000.00

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2

Government Entities

Citation: 63 O.S. §4106

Description: Any boat or motor registered by the United States, State of
Oklahoma, or by any of their political subdivisions.

Estimate: $5,000.00

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2

Inherited

Citation: 63 O.S. §4106 v

Description: Any boat or motor, the legal ownership of which was obtained by
the owner through inheritance.

Estimate: $14,000.00. ,

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2

Used Boat and Motor Dealers

Citation: 63 O.S. §4106

Description: Any boat and motor owned and being offered for sale by a licensed
boat and motor dealer.

Estimate: $63,000.00

Data Source: Boat and Motor Excise Tax Receipts

Reliability: 2
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10.

Foreclosure
Citation:
Description:

Estimate:

Data Source:

Reliability:

63 O.S. §4106

Any boat and motor, the ownershlp of which was obtained by the
lienholder or mortgagee under or by a foreclosure of a lien or
mortgage. - 4 : e
$21,000.00

Boat and Motor Excise Tax Rece1pts
2

Boy Scouts of America, Girl Scouts of U.S.A. and Campfire USA

Citation:

Description:

-

Estimate:

Data Source:

Reliability:

63 O.S. 4106

Boats and motors owned by the council organization or similar
state supervisory orgamzatlons of the Boy Scouts of America, Girl
Scouts of U.S.A. and the Campfire USA.

Minimal

Tax Commission Records

) .

Corporate and Partnership Boats and Motors

Citation:
Description:

Estimate:

Data Source:

Reliability:

63 O.S. 4106

Any boat or motor transferred pursuant to the formation or
dissolution of a corporation or partnership.

Minimal.

Tax Commission Records
2
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HB 1285 Task Force Matrix

" . FY2008 FY2009
Credit Name or Citation First First Tax Last Tax Carryover Moratorium  Job Creation Job thwmn_oz Payroll Payroll Data Wwﬂ%. Equity %or Dollar  Transferable Applicable Ca 2008 Income 2009 Income Insurance Insurance 2008 Total 2009 Total
Popular Name Enacted Year Year Period Effect Requirement? Available? Requirement?  Source(s)? Purchase? Investment? Amount for Value? Tax Types P TaxImpact TaxImpact Premium Tax Premium Tax Fiscal impact Fiscal Impact
3 ) Impact Impact
No credits
claimed or 3 year total
7A-2111 1986 | 1987 | None | None | eamedbiw No No No No No No w.wwwm_””” No Income tax | cannot exceed $713 $177 $0 $0 $713 $177
7/1/10 and ’ $50,000
6/30/12
Income tax, |Taxpayer cannot
100% of amount insurance | claim more than .
1981 1981 None None None No No No No No No of ° ssment No premium tax 20% of the $0 $0 $3,409,383 | $1,184,799 | $3,409,383 | $1,184,799
asse and insurance | credit in any s
retaliation tax year
6-625.1| 1987 | 1987 | Nome | None None Yes No No No No No Variable Rate No uﬁﬂ%hﬂx None $0 $0 $11,387,572 | $12,536,620 | $11,387,572 | $12,536,620
Taxpayer cannot|
claim more than
. 100% of amount Insurance
36 - 625.4 | 2002 2002 None Unlimited None No No No No No No of assessment No premium tax odamm\w «_.” .“U $0 $0 $9,328,385 | $10,164,977 | $9,328,385 | $10,164,977
year
No credits
claimed or 3 mills per 1,000
68 -2357 | 1971 1971 None None earned b/w No No No No No No u_..‘.m. . No Income tax None $81,683 $36,577 $0 $0 $81,683 $36,577
7110 and cubic fee
6/30/12
Credits earned o
bw7/1/10 and _.”_<uo.m.wqmo\w% M:
1980 1981 None 15years 16/30/12 maynot| Yes, in part No No No Yes No $1,000 per new No Income tax None $9,125,439 | $16,942,510 $0 $0 $9,125,439 | $16,942,510
be claimed until ’ .oﬂo
7112 4
No credits
claimed or .
1982 | 1982 | Nome | None | eamed b No No No No No No |30%ofdonation No Income tax None = || s14246 | 335818 $0 $0 $14246 | $35818
7/1/10 and -
6/30/12
’ Mw:oE\wo_“m”wMMMM Yes (after | Income tax
1986 1987 2008 3years None No No . No No No Yes in business amendment in | and insurance None $12,293,741 $301,218 $240,170 $1,045,904 | $12,533,911 | $1,347,122
1988) premium tax
venture
Income tax,
" insurance
No credits . .
claimed or N $5.00 per ton for E_”H“Mﬂowva
1988 1989 2014 5 years earned b/w No No No No No No both purchase Yes o None $164,591 $569,691 $11,681,078 | $6,956,681 | $11,845,669 | $7,526,372
357.11 " retaliation tax
7/110 and and extraction
and rural
6/30/12 "
cooperative
tax
Capped at the
5% of project .mBoca of
1999 1999 None 4 years None No . No No No No No No Income tax income tax $0 $0 $0 $0 $0 $0
357.13 cost o
liability owed on
- the project




HB 1285 Task Force Matrix

. " FY2008 FY2009
Credit Name or Citation First First Tax Last Tax Carryover Moratorium  Job Creation Job mew:oa Payroll Payroll Data Wwﬂ%. Equity %or Dollar  Transferable Applicable Ca 2008 Income 2009 Income Insurance Insurance 2008 Total 2009 Total
Popular Name Enacted Year Year Period Effect Requirement? Available? Requirement?  Source(s)? Purchase? Investment? Amount for Value? Tax Types P TaxImpact TaxImpact Premium Tax Premium Tax Fiscal Impact Fiscal iImpact
) ) Impact Impact
50% of qualified . . o
2357.22 1996 1996 | 2010 5 years None No No No No No No vehiclo expenses No Income tax None . $9,405,220 $0 $0 $9,405,220
75% of refilling .
station expenses Only capis $778,729 $778,729
and 50% private $2,500 for
5357.22 1990 1991 2014 5 years None No No No No No No residential CNG No Income tax residential $435,050 $0 $0 $435,050
refilling
equipment
No credits
claimed or
1996 | 1997 | 2009 | 6years | eamed biw No No No No No Yes 30% of the No Income tax | $2:000.000 $1597,864 | $704,435 $0 $0 $1507,864 | $704,435
57.25 271110 and investment annually
12/31/10
No credits ’ $3,100 per child,
claimed or $50,000 for
2357.26 1998 1999 None 4 years earned b/w No No No No No No 20% of expenses No Income tax | expenses and $4,538 $4,615 $0 $0 $4,538 $4,615
) 71/10 and $5,000 for fees
6/30/12 . and grants
No credits
claimed or
357.07 1998 1999 None 4 years earned b/w " No No No No No No 20% of expenses No Income tax None, $95,920 $140,505 $0 $0 $95,920 $140,505
: 711/10 and
6/30/12
No credits Equal to amount L
claimed or paid to the Small J:Bo;omho.om”m
1998 1999 None 5 years eamed b/w No No No No No No Business No Income tax $108,927 $44,260 $0 $0 $108,927 $44,260
2357.30 . L liability of the
7/1/10 and Administration in small business
6/30/12 guaranty fees
M\ﬁww\ww.‘“”u . $.005 per kilowatt] Yes, for 10 _=oo_“_qw_m=a 10 year cap on
2357.32A 2001 2002 2015 10 years M\Mmﬁ_ da M.Mm_ ””_. No No - No No No No hour generated years cooperative each facility $2,433,977 $2,454,206 $0 $0 $2,433,977 $2,454,206
7/1/12 tax
Income tax,
No credits insurance
claimed or $25.00 per premium tax,
2002 2003- | 2012 10 years earned b/w No No No No No No square foot of Yes insurance None $1,467,706 |- $1,457,134 $0 $0 $1,467,706 | $1,457,134
2357.32B o
7/1/10 and rotor swept area retaliation tax
6/30/12 and bank
privelege tax
No credits
claimed or Equal to the cost
1999 1999 None None earned b/w No No No No No No a o No Income tax None $30,996 $17,082 $0 $0 $30,996 $17,082
357.33 of immunizations
7/1/10 and
6/30/12
: Capped at . :
o
ooe7ao | 2000 | 2000 | 2015 | 10years None No No No No No No Upto 25% of No mﬁﬁwhmmx revenue $495 $0 $0 $0 $495 $0
) neutrality
Credits earned
biw 7/1/10 and Income tax,
6/30/12 may not| . e
be claimed unti : 20% of the premium tax, :
2000 2001 None 10 years No No No No Yes No . Yes insurance None $623,430 $423,309 $8,160,335 $5,636,367 $8,783,765 $6,059,676
2357.41 7/112 and may expenditures retaliation tax
be the basis of
an amended and bank
return privilege tax




HB 1285 Task Force Matrix

Credit Name or First FirstTax LastTax Carryover Moratori Job Creation YoPCreation oo on b Capital i 9 furane fouranc
Citation ryover oratorium ob Creation Data ayrol ayroll Data Asset Equity Y% or Dollar  Transferable Applicable Cap 2008 Income 2009 Income Insurance Insurance 2008 Total 2009 Total
Popular Name Enacted Year Year Period Effect Requirement? Available? Requirement?  Source(s)? Purchase? Investment? Amount for Value? Tax Types Tax Impact TaxImpact Premium Tax Premium Tax Fiscal Impact Fiscal Impact
¢ : Impact Impact
$1,000 per
y Up to 100% of institute and a
2010 2011 None 4 N N
years one o No No No No No donation No Income tax annual cap of n/a n/a n/a n/a n/a n/a
$1,000,000.00
. . $1,000 per
Up to 100% of institute and a
2003 2005 None 4 N . N
years one o No No No No No donation No Income tax annual cap of $423,303 $432,859 $0 $0 $423,303 $432,859
$1,000,000.00
No credits
claimed or Up to $4,000 per
2005 2006 None 4 years mwioa bw No No No No No No P :o.u_.. o pe Yes Income tax None $3,712,236 | $6,662,445 $0 $0 $3,712,236 | $6,662,445
7/1/10 and
6/30/12
No credits
} claimed or wm_ooo per d
2005 | 2006 | None | None | earnedbiw No No No No No No 10% of wages No Income tax | EMPoyee an $14,232 $22,591 $0 $0 $14,232 $22,591
71H0 and : $25,000 per
6/30/12 employer
No credits
claimed or 50% of expense wr_oca per d
2005 | 2006 | None | None | earnedb/w No No No No No No of No Income tax | ©ITPoyee an $3,107 $143 $0 $0 $3,107 $143
7110 and accommodation $10,000 per '
6/30/12 employer
No credits Capped at 50% N
claimed b/w 15% of the of the taxable
1 1 . come
996 996 2000 14 years 711110 and No No No No Yes No investment No In tax income of the $24,466 $1,408 $0 $0 $24,466 $1,408
6/30/12 facili
Income tax,
insurance
20% of the premium tax,
2357.60 et| 1997 1998 2011 3years None No Yes No No No Yes investment or co- No insurance None $9,412,936 | $9,176,498 $407,644 $8,250,721 $9,820,580 | $17,427,219
investment retaliation tax
and bank
privelege tax
Income tax,
No credits insurance
claimed or ’ w%m%mn_%w__m” d premium tax, | Statewide cap
2003 2004 None None earned b/w No No No No Yes No M 075 No insurance based on $0 $2,349 $0 $0 $0 $2,349
X per gallon -
7/1110 and after 2013 retaliation tax volume
6/30/12 . and bank
privilege tax
No credits
) claimed or um%ﬂ%om%w.ﬁ:: d Statewide cap .
2005 | 2005 None 5 years earned b/w No No No No Yes No $.075 per gallon No Income tax based on $19 $1,566 $0 $0 $19 $1,566
7/1/10 and } fte per g volume
6/30/12 after 2013
) Income tax,
30% of the insurance
357.71 et} 2000 2001 2011 3years None No Yes No No No Yes investment or co-| No premium tax None $52,567,433 | $31,816,316 | $7,214,413 $4,930,869 | $59,781,846 | $36,747,185
investment and insurance
| retaliation tax
No credits
claimed or Matchi Capped at the
2000 2001 None 10 years eamed b/w No No No atching taxable value of
ye camed bl No No No payment No Income tax exempted real $150 $4,295 $0 $0 $150 $4,295
6/30/12 ; ‘ property
No credits
claimed or $10 per ton Capped at
357.100 2004 2005 2013 5 Years eamed b/w No No No No No No purchased and No Income tax $375,000 $108,377 $121,008 $0 $0 $108,377 $121,008
71110and transported annually
6/30/12




HB 1285 Task Force Matrix

- . FY2008 FY2009
Credit Name or Citation First First Tax LastTax Carryover Moratorium  Job Creation Job MHM.B: Payroll Payroll Data Wﬂww_ Equity %or Dollar  Transferable. Applicable Ca 2008 Income 2009 Income Insurance Insurance 2008 Total 2009 Total
Popular Name Enacted Year Year Period Effect Requirement? Available? Requirement?  Source(s)? Purchase? Investment? Amount for Value? Tax Types P TaxImpact TaxImpact Premium Tax Premium Tax Fiscal Impact Fiscal Impact
) ) Impact Impact
No credits )
claimed or 25% of profit on : )
2357-101 2005 2005 None None earned b/w No No No No No Yes e ol p No Income tax None $25,152 $27,250 $0 $0 $25,152 $27,250
A project
7/1H0 and
6/30/12
No credits
claimed or
2005 2006 None 4 years earned b/w No No No No No No 50% of the No Income tax $5,000 per $0 $56 $0 $0 $0 $56
357.102 expense taxpayer
7/1/10 and
6/30/12
No credits Capped at
claimed or .
2005 | 2006 | N w N N N N 50% of qualified | I 74 2 0 9,745
2357.104 one 5years earned by o o o o Yes No expenditures es Income tax $389,745 $806,200 $ $0 $389, $806,200
7110 and . taxpayer's total
6/30/12 number of miles
15% of , Capped at
5357.201 2005 2006 2013 None None No No No No No No expenditures No Income tax $350,000 nfa n/a $0 $0 - -
annually
No credits
claimed or
357.203 2005 2006 None 5 years earned b/w No No No No Yes No 50% of costs No Income tax None $26,282 $18,926 $0 $0 $26,282 $18,926
: 71/10 and
6/30/12 ) .
No credits
claimed or .
50% of tuition 4 years for each
2357.302 2008 2009 2014 None earmned b/w No No No No No No reimbursement No Income tax employse $0 $0 $0 $0
7/110 and
6/30/12
No credits 10% of wages to $65,508 $65,508
! : $12,500 per
claimed or in-state grads employee .
2008 | 2009 | 2014 | None eamed b/w No No No No No No |and 5% of wages No Income tax ploy! $0 $0 $0 $0
2357.303 annually for 5
7/1110 and to out-of-state ears
6/30/12 grads 4
No credits
claimed or
2008 | 2009 | 2014 | Syears | eamedbiw No No No No © No No | $5000peryear| Income tax | Cappedats $0 $548,538 $0 $0 $0 $548,538
2357.304 employee years
7/1/10 and .
6/30/12
100% of .
2357401 | 2009 2009 None 5 years None No No No No No No electronic funds No Income tax None n/a n/a $0 $0 - -
K transfer fees
No credits Annual cap on
claimed or y . each credit at
68-2370 | 2002 | 2003 | None | Syears | eamedbiw Yes No No No No No ww.mw w.ﬁm_ﬂm” No  |Bak Prviege 15% of the payrol $0 $80,391 $0 $0 $0 $80,391
7/1/10 and created by the
6/30/12 loan
No credits
claimed or Equal to Stafford Bank privile
2006 | 1-Jul-07 | None 5 years earned b/w No No No No No No loan origination No P! 9e None $14,448 $0 $0 $0 $14,448 $0
370.3 tax
7/1/10 and fees
6/30/12
No credits
claimed or $500 per
8 - 54006 1992 1993 None 10 years earned b/w No No No No No No employee for9 No Income tax | 50 employees $4,024 $4,415 $0 $0 $4,024 $4,415
71110 and years
6/30/12
Credits .
From OCIB or OCFC Yes through | transferred by :MMMMMM“Q
74 C:S. Oklahoma - From OCIB or acquires Oklahoma OCIB are not from OCIB to Income and $20,000,000.00
Section 1987 |7/1/1990}7/1/2015 N/A No No Capital No limited Capital basedon a ! Insurance S As of 9/30/2011, OCIB had sold $27.515 million in credits.
) OCFC . y certain tax 3 per fiscal year
085.7 Formation partnership | Formation | percentage ora credit Premium
Corporation interests Corporation fixed dollar purchasers
amount




HB 1285 Task Force Matrix

Credit Name or Popular First First Tax Last Tax Carryover Moratorium  Job Creation Job WHM-E: Payroll Payroll Data Hﬂ%. Equity %or Dollar  Transferable Applicable Cap 2008 Total 2009 Total
i i 2 i 2 2 2 ? i i
Name Enacted Year Year Period Effect Requirement? Available? Requirement?  Source(s)? Purchase? Investment? Amount for Value? Tax Types Fiscal Impact Fiscal Impact
1993 1993 Open N/A No Yes Yes Yes OESC No No Benefit Rate No ) NA Max. 10 Years $60,607,522 | $54,011,640
1994 1994 Open N/A No Yes . Yes Yes OESC No No Benefit Rate No N/A Max 3 Years $0 $0
1997 1998 Open N/A No Yes Yes Yes OESC No No Benefit Rate No N/A Max 7 Years $1,373,383 | $1,638,449
2009 2009 Open N/A No Yes Yes Yes OESC No No Benefit Rate No N/A Max 10 Years $0 $0
1963 | 1963 |e/1/2014| N/A No No No No N/A No No Up to 100% No Gross No $65,300,000 | $112,777,000
Production
. - 37% or 35% of
2001 |7/1/2001| None N/A No No No No N/A Qualified No qualified No Direct Rebate | $3/000,000.00 $0 $481,300
Expenses per fiscal year
expenses

1985 1985 Open N/A No Yes Yes Yes - oTC Yes " No Exemption No Ad Valorem No $29,421,950 | $41,256,668
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House of Representatives

State of Oklahoma
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DATE;: Friday, July 15, 2011 o
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2. Organization of the Task %orce i\
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Expendltures 68 os: Se(}ﬂ% 2357.41
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Rep. DavidDank %‘%\ ‘
Sen. Mike* Nf‘azzel ;

Rep.Earl Sears
Sen: Dav1d Myerf

Rep. Scott Inthan

Sen. And‘rew Rice

Ken Mlller State Treasurer

Gary Jones, State Auditor/Inspector

Glenn Coffee, Secretary of State

Preston Doerflinger, Director, Office of State Finance

Q:taskforce:taxcredits-7-15-11-mtg
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Property and Casualty Insurance Guaranty Fund
Citation 36 -625.4

Credit Summary

First Enacted 2002
First Tax Year 2002
Last Tax Year None
Carryover Period Unlimited
Moratorium Effect None
Job Creation Requirement? No
Job Creation Data Available? No
Payroll Requirement? No
Payroll Data Source(s)? No
Capital Asset Purchase? No
Equity Investment? No
% or Dollar Amount 100% of amount of assessment
Transferable for Value? No
Applicable Tax Types Insurance premium tax
Cap Taxpayer cannot claim more thap -1 0% of the

credit in any year|




Credit Summary

Life and Health Insurance Guaranty Fund

Citation 36 - 2030(1)
First Enacted 1981
First Tax Year 1981
Last Tax Year None
Carryover Period None
Moratorium Effect None
Job Creation Requirement? No
Job Creation Data Available? No
Payroll Requirement? No
Payroll Data Source(s)? No
Capital Asset Purchase? No
Equity Investment? No
% or Dollar Amount 100% of amount of assessment
Transferable for Value? No
Applicable Tax Types Income tax, insurance premium tax arr;?ail?as’[l:;ﬁl:;)e;
Cap Taxpayer cannot claim more thap _20% of the

credit in any year|




Credit Summary

Historic Rehabilitation Expenditures

Citation 68 - 2357.41
First Enacted 2000
First Tax Year 2001
Last Tax Year None
Carryover Period 10 years

Moratorium Effect

Credits earned b/w 7/1/10 and 6/30/12 may not be
claimed until 7/1/12 and may be the basis of an
amended return

Job Creation Requirement? No
Job Creation Data Available? No
Payroll Requirement? No
Payroll Data Source(s)? No
Capital Asset Purchase? Yes
Equity Investment? No

% or Dollar Amount

20% of the expenditures

Transferable for Value?

Yes

Applicable Tax Types

Income tax, insurance premium tax, insurance
retaliation tax and bank privilege tax

Cap

None




. .
L

5, HB1285 Task Force for the Study of State Tax Credits and Economic Incentives
o July 15, 2011

List of Speakers

Historic Rehabilitation Credit
Dr. Bob Blackburn, Executive Director of the Oklahoma Historical Society
Ms. Linda Barnett, Director of the Oklahoma Main Street Program, Oklahoma Dept. of Commerce
Mr. Ron Frantz, Architect, Oklahoma Main Street Program
Steve Morris, President and CFO, Gardner Tanenbaum Holdings
Tori Snyder, Mayo Hotel in Tulsa
Paul Coury, Ambassador Hotel in Tulsa
Mike Sikes, Sikes/Abernathie Architects
?Denise Tomlinson, Executive Director of Downtown Development, Tulsa Metro Chamber
Amanda DeCort, Preservation Planner, City of Tulsa

*Jeff Hartman with Atlas Life Marriott submitted a letter to the Task Force.

Insurance Premium Tax Credits

James W. Rhodes, General Counsel and Vice President, Oklahoma Life and Health Guaranty Assoc.
Larry Fitch, Executive Director, Oklahoma Property and Casualty Guaranty Assoc.

Brenda Nation, Regional Counsel, American Council of Life Association

Michael Bell, Property and Casualty Insurance Association of America

Dan Ramsey, Executive Director, Oklahoma Independent Agents Association

Frank Stone, Oklahoma Insurance Department

*J. Angela Ables with Kerr, Irvine, Rhodes & Ables, P.C. will be present to answer any questions.



Thank you all for being here today and for your willingness to

serve on this impbrtant task force.

Our work in the next few months is absolutely vital to the
future of Oklahoma. We’ve all come through several years of a
serious budget crisis. It is not the first time we have been
confronted with some hard choices about where and how to
spend public funds. Today we begin a discussion about where
those funds come from, and about who is or is not paying a fair

share.

I can tell you one simple truth right up front: the ordinary

taxpayers are paying their fair share. They are the reason we

are here today.

They don’t get special tax credits or other breaks. In recent
years many of them have asked some hard questions . . . like

why does one business or one favored industry get a special

break?

Our job is to answer that question with real action and real

reform.



Let me begin by reminding the members of the task force that
we are drawn from both houses of the Legislature and other
branches of government. No one will make these decisions
alone. We are going to work together. We want and expect
éveryone here to play an active role in our work. We invite
contributions from all. In the end, the reform legislation we
propose to the Legislature should have broad support. We will

only achieve that if everyone contributes.

We might also begin by setting some basic principles I think we

can all agree on:

W Tax credits and other incentives are not all bad. We know
that while government cannot create prosperity, it can
and should help create conditions that encourage it. This
is not a witch hunt. It is a sincere effort to determine what

| works, what doesn’t and what reforms we should make.,

B The number one test of any incentive is, Does it create
lasting, worthwhile jobs? That is especially true as we

emerge from the recession.



M A second test, as set forth in former Attorney General
Edmondson’s important opinion last year, is, Are these
tax credits and other incentives open, transparent and

fully accounted for?

B And as that opinion also noted, are they within the
guidelines set forth by our state constitution? I know
most of you have read that opinion, which stated that
some of those credits were constitutionally infirm. I hope

we will discuss that issue in depth, and I believe we should

consider action as a task force that asks the State
Supreme Court to make a definitive ruling on the issue of

constitutionality.

Finally, the Edmondson opinion asked the most important

question of all . . . does a tax credit truly serve the public good?



It is very clear to me that some of those credits and other
incentives on the books do not. We are going to talk about
many of those in some depth in the weeks ahead, and I want to
warn all the members that this will not be easy work. We’re
going to get some noisy opposition from some interests that
seem to think that the state treasury is theirs to raid for

personal gain.

We’re going to hear from the lobbyists, and that is fine. But
let’s remember that the first master we all serve is the
taxpayer. My one pledge to you ytoday is that the taxpayer will

always come first in our deliberations.

We saw some examples of that in the last two legislative
sessions when we moved to suspend some tax credits. You
would have thought we were down at the river drowning
puppies. You will come under pressure in the next few months,
but I want to ask all of you to remember that basic principle —

we are here for the taxpayers first.

We also need to note that this is a bipartisan task force, and I
hope that we will proceed in a spirit of cooperation. It’s always

tempting to issue press releases with the next election in mind.



G

Our meetings and all of our discussions will be open to the
media and the public for that Very reason ... let’s let what we

do here speak for us and let the public decide.

Our goal in the next few months is to separate the wheat from
the chaff and hopefully to get rid of the chaff. We all like to
think of ourselves as good stewards of the public’s money. This

is our chance to prove it.

Now the work begins . . .



WELLS BUILDING
Downtown Sapulpa, OK
Federal and State Historic Tax Credit Project

ORIGINALLY

In 1917 an 18 year old African American — Fire-Creek Indian, William Clayton, built this five story building
and it is still the largest structure in downtown Sapulpa. Originally, a furniture store occupied the first
floor while the upper floors were used as office space primarily for attorneys. At five stories tall and
47,000 square feet large, the Wells Building sits right next to the Creek County courthouse. It fronts
Dewey Avenue, a stretch of historic Route 66.

30 YEARS )

i =

Some 30 years ago, a gigantic gold cheese grater screen and aggregate panels were added to the entire
north and east elevations, covering hundreds of wooden windows. In 1980, Ed Wells bought the
property. He renamed it after his family but was unable to prevent the building’s deterioration over the



next three decades. Sapulpa Main Street served as the nonprofit partner with the developer, Metro
Plains. It was eligible for historic tax credits. After almost a month of work, the new front was off,
exposing tons of pigeon droppings, very dirty windows, soiled masonry, and a partially damaged cornice.

NOW

- s & Yo

Maintenance and repair work restored this grand facade, now a building for two commercial spaces and
32 apartments as part of a $5 million project. Main Street helped promote the project and kept interest
high during a difficult economic environment. Today the Wells building holds 32 senior housing
apartments and provides first class commercial space on the first floor. The building now contributes to
the downtown economy and will serve as a wonderful centerpiece for downtown Sapulpa for many
years to come.

INTERIOR BEFORE




Becoming a certified investment tax credit project, meeting numerous Secretary of the Interior’s
Standards, and following guidelines for the Americans Disabilities Act determined many of the interior
choices for a building. While keeping original materials in place and adapting for everyone’s use, the
owners learn that the building provides its design answers.

INTERIOR AFTER

Interior mosaic tile floors, plaster walls, plaster crown moldings, original wood trim, and original
windows retain the feel of the original interior while adapting for new uses.

Public spaces and public corridors retain familiar spaces while new apartments provide for new
downtown residents. The Wells building offers urban living right along Historic Route 66.



TODAY

MetroPlains is now renting 32 new apartments to seniors. Rents are affordable because of a
combination of private and public investment. John Errigo of MetroPlains, LLC, stated the following:
“The state historic tax credit is an important financial tool that has public roots but leverages private
dollars. For the Wells Building, the state historic tax credit brought 11% of the sources of funds.
Without that gap financing, the project would have been infeasible. If the state historic tax credit had
been replaced with another source of funds, it’s likely that the rents would be higher and not serving
lower-income seniors.”

Completing this project generated jobs, preserved a historic part of the downtown streetscape, and
offered seniors an affordable place to live. All of these benefits have economic value that outweighs the
tax credit itself, such as sales tax collected on materials and products, income taxes paid on wages, etc.
Seniors who pay less for housing have more disposable income for other expenses, which drives retail
sales and other activity in the downtown area. And, restoring such an anchor to the downtown area
helps to stabilize other buildings by encouraging investment.

As Mr. Errigo stated, without the credit, the project would not have happened and no taxes would have
been collected. Furthermore, the building would have deteriorated creating an even worse eyesore for
a very beautiful downtown.

Currently, there are over 50 tax credit projects in the process and about a fourth of those are non-urban
projects.



RECENT OKLAHOMA PROJECTS ;
USING FEDERAL AND STATE HISTORICAL REHARB ILITATION TAX CREDITS

NOTE: Status of each project in the application process is provided. The Historic Preservation
Certification Application has three parts: Part 1/certification of significance, Part 2/certification
of proposed rehabilitation work, and Part 3/final certification of the rehabilitation construction,

FY2005 ORE Total
Philtower ' L $ 4,276,071.00

427 South Boston Avenue.
Tulsa, OK, Tulsa County
James Hawkins, Philtower LLC
Part 3 Approved (Certified)

Skirvin Hotel $34,988,424.00
1 Park Avenue

Oklahoma City, OK , Oklahoma County

Part 3 Approved (Certified)

Union National Bank $ 1,231,146.00
400 SE Frank Phillips Boulevard

Bartlesville, OK , Washington County

Ron Swigart, Arvest Bank

Part 3 Approved (Certified)

Greenlease Moore Cadillac Agency $ 4,084,617.00
914-920 North Broadway Avenue

Oklahoma City, OK, Oklahoma County

Thomas Russell, 914 N. Broadway Association, Inc.

Part 3 Received (under NPS review)

July 15, 2011 1



: RECENT OKLAHOMA PROJECTS
USING FEDERAL AND STATE HISTORICAL REHABILITATION TAX CREDITS

L

FY2006 : ORE Total

Stanford Furniture $ 7,577,539.00 (phase 1)
1 East Sheridan -

Oklahoma City, OK, Oklahoma County

Charles Ainsworth, Ainsworth Co.

Part 2 Approved and Phase 1 Construction Complete

Kivlehen House $ 300,000.00
525 North Jackson-

Edmond, OK, Oklahoma County

Marianna Lloyd

Part 3 Approved (Certified)

Mayo Office Building $31,771,553.00
420 South Main Street

Tulsa, OK, Tulsa County

Wiggin Properties

Part 3 In Review at SHPO

Park Harvey Building $16,474,090.00
200 North Harvey Avenue

Oklahoma City, OK, Oklahoma County

Part 3 Approved (Certified)

N

901 North Denver $ 147,476.00
Tulsa, OK, Tulsa County

Gary and Lisa Ziegler

Part 3 Approved (Certified)

July 15, 2011 2



RECENT OKLAHOMA PROJECTS -
USING FEDERAL AND STATE HISTORICAL REHABILITATION TAX CREDITS

- FY2007 : ORE Total

Masonic Lodge N/A
325 Seventh Street

Perry, OK, Noble County

Edwin Malzahn

Part 2 Denied

Cordell Opera House . N/A
225 E. Main Street -

Cordell, OK, Washita County

Beryl Curley, Opera House Antique Mall

Part 2 Approved

United Founders Tower N/A
5900 Mosteller Drive

Oklahoma City, OK, Oklahoma County

Jim Meyer, Founders Tower Condominium

Part 2 Denied (now under appeal)

Benedictine Hospital N/A
2003 West Warner Avenue

Guthrie, OK, Logan County

A. Sam Coury

Part 2 On Hold

Citizens Bank Tower $16,002,310.00
2200 North Classen Blvd.

Oklahoma City, OK, Oklahoma County

Richard Tanenbaum, Gardner Tanenbaum

Part 3 Approved (Certified)

J.I. Case Plow Works N/A
2 East California Avenue

Oklahoma City, OK, Oklahoma County

John Shelton, Diversified Historic Properties

Part 2 Approved

July 15, 2011



" RECENT OKLAHOMA PROJECTS ‘ s
USING FEDERAL AND STATE HISTORICAL REHABILITATION TAX CREDITS

FY2007 continued | ORE Total
Mayo Hotel $44,000,000.00
115 West 5™ Street :

Tulsa, OK, Tulsa County
Tori Snyder, Mayo Hotel & Lofts LP
Part 3 Approved (Certified)

1007 North Broadway $ 754,944.00
1007 N. Broadway

Oklahoma City, OK, Oklahoma County

Steve Mason, Mason Realty Investors

Part 3 Approved (Certified)

United Artists $ 188,269.00
624 W. Sheridan

Oklahoma City, OK, Oklahoma County

John Fudge, Film Exchange Row LLC

Part 3 Approved (Certified)

Severs Block $ 2,191,222.00 (phase 1)

101 W. Broadway

Muskogee, OK, Muskogee County : i
- Judy McKie, Severs Block Holding Co. o
Part 2 Approved and Phase 1 Construction Complete

Vickery Station $ 200,000.00
602 South Elgin Avenue '
Tulsa, OK, Tulsa County

Michael Sager, Blue Dome LLC

Part 3 Approved (Certified)

1015 North Broadway $ 4,342,527.00
1015 N. Broadway

Oklahoma City, OK, Oklahoma County

Steve Mason, Mason Realty Investors

Part 3 Approved (Certified)

Mid-Continent Life $15,000,000.00
1400 Classen Drive

Oklahoma City, OK, Oklahoma County

Shannon Nance, MCLI LLC

Part 3 Approved (Certified)
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RECENT OKLAHOMA PROJECTS
USING FEDERAL AND STATE HISTORICAL REHAB ILITATION TAX CREDITS

FY2008 ORE Total
704-708 W. Sheridan $ 810,751.00

704-708 W. Sheridan

Oklahoma City, OK, Oklahoma County
John Fudge, Film Exchange Row

Part 3 Approved (Certified)

Atlas Life Insurance ‘ $14,000,000.00
415 N. Boston Ave.

Tulsa, OK, Tulsa County

Jeff Hartman, SIS Hospitality

Part 3 Approved (Certified)

Clayton Wells $ 4,765,193.00
215 W. Dewey

Sapulpa, OK, Tulsa County

LaVerne Hanson, MetroPlains Realty

Part 3 Approved (Certified)

Walter Edwards House N/A
1621 N.E. Grand Blvd.

Oklahoma City, OK, Oklahoma County

James R. Johnson

Part 1 Approved

.
o

Film Exchange $ 824,842.00
700-702 W. Sheridan

Oklahoma City, OK, Oklahoma County

John Fudge, Film Exchange Row LLC

Part 3 Approved (Certified)

Oklahoma Theatre Supply $ 269,000.00
628 W. Sheridan

Oklahoma City, OK, Oklahoma County

John Fudge, Film Exchange Row LLC

Part 3 Approved (Certified)

Plaza Court Shopping Center : $ 4,176,665.00
1100 Classen Drive

Oklahoma City, OK, Oklahoma County

Mickey Clagg, Midtown Renaissance

Part 3 Approved (Certified)

July 15, 2011



RECENT OKLAHOMA PROJECTS
USING FEDERAL AND STATE HISTORICAL REHABILITATION TAX CREDITS

FY2009 __ORE Total

Chickasha Hotel N/A
124 W. Chickasha

Chickasha, OK, Grady County

Cary DeHart, Chickasha Housing Partners

Part 2 Approved

DeVaughan’s Drug N/A
103 W. Broadway

Anadarko, OK, Caddo County

Kathleen Lacey

Part 2 Submitted

1910 Building $ 176,634.00
323 Seventh Street

Perry, OK, Noble County

Edwin Malzahn

Part 3 Approved (Certified)

Hadden Hall | N/A
215 NW 10™ Street
Oklahoma City, OK, Oklahoma County

Mickey Clagg, Midtown Renaissance -
Part 2 Approved : : »3
Buick Motor N/A

1101 N. Broadway

Oklahoma City, OK, Oklahoma County
Mickey Clagg, Midtown Renaissance
Part 2 Approved

Guardian Garage N/A
1117 N. Robinson

Oklahoma City, OK, Oklahoma County

Mickey Clagg, Midtown Renaissance

Part 1 Approved

Manhattan Building N/A
325 W. Broadway

Muskogee, OK, Muskogee County

G. Hassenflu, Muskogee Housing Partners

Part 2 Approved

Chieftain Pontiac N/A
1100 N. Broadway

Oklahoma City, OK, Oklahoma County

Mickey Clagg, Midtown Renaissance

Part 2 Approved : A
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RECENT OKLAHOMA PROJECTS
USING FEDERAL AND STATE HISTORICAL REHABILITATION TAX CREDITS

FY2010 QRE Total

Sand Springs Power N/A
221 South Main Street

Sand Springs, OK, Tulsa County

Kenneth Alexander, Springloaded Brew.

Part 2 Approved

Rawlins Furniture N/A
120 West Main .
Ardmore, OK, Carter County

Jose Romo, Romo Company

Part 2 Approved

Bijou Royal Theatres N/A
114 N. Bickford

El Reno, OK, Canadian County

Paul & Linda Compton

- Part 1 Denied

Masonic Temple N/A
110 N. Bickford

El Reno, OK, Canadian County

Paul & Linda Compton

Part 1 Approved

M. N. Wilson . N/A
106 N. Bickford

El Reno, OK, Canadian County

Paul & Linda Compton

Part 1 Denied

612 NW 29" Street N/A
612 N.W. 29" Street '
Oklahoma City, OK, Oklahoma County

James Varnum and Amy Young

Part 2 Approved

Vesper Building N/A
929 N. Broadway

Oklahoma City, OK, Oklahoma County

Tom Russell, BMI Systems

Part 2 Approved

Cities Service Station N/A
1648 Southwest Blvd.

Tulsa, OK, Tulsa County

James Frasier, Frasier Family LLP

Part 2 Approved

July 15, 2011
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FY2010 continued

ORE Total _

Jewel Theater

904 N.E. 4™ Street

Oklahoma City, OK, Oklahoma County
Arthur Hurst & Sherri Williams

Part 1 Approved

Robinson Packer - Regal Hotel
210-220 N. Main Street

Tulsa, OK, Tulsa County

David P. Sharp, Sharp Development
Part 2 Approved

Tulsa Paper Company

114-124 East Brady Street

Tulsa, OK, Tulsa County

David P. Sharp, Sharp Development
Part 2 Approved

PPG Warehouse / Detroit Lofts

305 East Archer

Tulsa, OK, Tulsa County

John Snyder and Tori Meadows Snyder, Detroit Lofts
Part 2 Approved and Construction Complete

2229 North Gatewood Avenue

2229 N. Gatewood Ave.

Oklahoma City, OK, Oklahoma County
Earl W. Bourne

Part 2 Approved

Eisele Motor Company

201 NW 10™ Street

Oklahoma City, OK, Oklahoma County
Mickey Clagg, Midtown Renaissance
Part 1 Approved

Reinauer Motors

25 NW 9" Street

Oklahoma City, OK, Oklahoma County
Steve Mason, Mason Realty Investors
Part 1 Approved

1302 East 6™ Street

1302 East 6™ Street

Tulsa, OK, Tulsa County

Rachel Navarro, Next Big Thing Investments
Part 2 Approved

July 15, 2011
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Bristow Firestone Station N/A
321 North Main Street

Bristow, OK, Creek County

Jack Longacre, Bristow Body Shop

Part 2 Approved

1969 Tulsa City Hall N/A
200 Civic Plaza

Tulsa, OK, Tulsa County

John Snyder, TOCH LLC

Part 1 Approved

Cline Hotel N/A
228-230 NW 10"

Oklahoma City, OK, Oklahoma County

Mickey Clagg, Midtown Renaissance

Part 1 Denied

Ward Building N/A
107 North Boulder

Tulsa, OK, Tulsa County

reg Oliphant, Interak Corp.

Part 2 In Review at SHPO

Metropolitan Library N/A
131 Dean A. McGee Ave.

Oklahoma City, OK, Oklahoma County

Judy Hatfield

Part 2 Approved

Ford Assembly Plant N/A
900 West Main Street

Oklahoma City, OK, Oklahoma County

Hall Capital LLC

Part 1 Approved

POTENTIAL FUTURE PROJECT

Braniff Building N/A
324 North Robinson

Oklahoma City, OK, Oklahoma County

Sandridge Energy

Application Pending

July 15,2011
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FREQUENTLY ASKED QUESTIONS ABOUT TAX
CREDITS FOR REHABILITATION

Federal and Oklahoma State tax law currently provide attractive incentives for the
rehabilitation of historic and older buildings. These special benefits encourage
revitalization of historic districts as well as individual buildings. To qualify for the
Federal tax incentives, requirements of both the Internal Revenue Service and the U.S.
Department of the Interior must be met. To qualify for the Oklahoma State tax
incentives, projects must qualify for the Federal tax credits. The State Historic
Preservation Office (SHPO) participates in the review of proposed rehabilitation projects
and is the initial point of contact for applicants. The U.S. Department of the Interior,
National Park Service (NPS), is the agency responsible for certifying historic structures
and rehabilitation work. Following are brief answers to frequently asked questions about
eligibility for the credits, the application process, the standards that must be met in the
rehabilitation work, how the numbers work, and where additional information can be
obtained. :

INDEX OF QUESTIONS

A. General Information about the Federal and State Rehabilitation Tax Credits

1. Which Federal and State statutes authorize the rehabilitation tax credits? (Page 4)

2. Which regulations and rules govern use of the Federal and State tax credits? (Page 4)
3. How much are the tax credits worth? (Page 4)

4. What is a tax credit? (Page 4)

5. Can 1 get tax credits for rehabilitation work to my historic home? (Page 4)

6. Which Internal Revenue Service (IRS) and Oklahoma Tax Commission (OTC) forms are
needed to attach to my tax returns to claim the rehabilitation tax credits? (Page 5)

7. Are there special terms I should use that will improve my communication with the IRS,
OTC, SHPO, and NPS? (Page 5) :

8. How do the numbers work? (Page 5)

9. How much work do I have to do in order to qualify for the credits? (Page 5)



10. Are there consultants who help figure out the financing for a tax credit project? (Page 6)
11. Can I "sell" the tax credits, and what does that mean to me? (Page 6)

12. The Oklahoma Statutes indicate that the State credits are "freely transferable." Why is
this so significant? (Page 7)

13. Where can I go for more information about the regulations governing the Federal and
State tax incentives? (Page 7)

. Qualifying for the 20% Federal and State Tax Credits

e e ee————————

1. What is a "certified historic structure"? (Page 7)
2. How do I confirm that my building is a "certified historic structure"? (Page 7)
3. Does it matter when I obtain confirmation that my building is either iﬁdividually eligible
for the National Register of Historic Places or is a contributing resource to a historic

district? (Page 8)

4. If my building was identified as a noncontributing resource in a historic district, is there
any possibility that I could qualify for the 20% tax credits? (Page 8)

5. What is a “certified state or local district?” (Page 8)
6. What is a certified rehabilitation? (Page 8)

7. What are the Secretary of the Interior's Standards and Guidelines for Rehabilitating
Historic Buildings and where can I find them? (Page 9)

8. How do I obtain "certification" of my rehabilitation work? (Page 9)
9. Will using the 20% tax credit restrict my rehabilitation work? (Page 9)

10. How much time does it take to obtain preliminary certification of my rehabilitation work?
(Page 10)

11. I have already started rehabilitation work before filling out any application forms or
making submittal to the SHPO, can I still qualify for the 20% tax credit? (Page 10)

12. What forms do I need to complete to obtain certification of my proposed rehabilitation
work for the 20% tax credits? (Page 10)

13. How do I obtain final certification when my proj ect’s rehabilitation work is completed?
(Page 10)

14. What do I do if I need to revise my plans for rehabilitation work after I have received
NPS preliminary certification? (Page 11)
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15. What happens if I decide to do additional rehabilitation work after I receive final

certification of completed work from NPS? (Page 11)

16. Should I consult local code officials about my rehabilitation project? (Page 11)

17. Should I retain an Architect to develop my rehabilitation project plans? (Page 11)

C. Qualifying for the 10% Federal and State Tax Credits

1.

2.

Which buildings qualify for the 10% tax credits? (Page 12)

Are there any design standards or special requirements for the renovation work if Tam
using the 10% tax credits? (Page 12)

Are the SHPO and NPS ever involved in a project for the 10% cfedit? (Page 12)
If my building is located in a historic district that is listed in the National Register of

Historic Places, can I choose to use the 10% credit instead of completing the application
process for the 20% credit? (Page 12)

- Can I just request that my building, which is individually listed in the National Register

of Historic Places, be removed from the National Register so I can take advantage of the
10% credit instead of going through the application process for the 20% credit? (Page 13)

If my building is identified as a contributing resource in a historic district, can I get that
classification changed to noncontributing and use the 10% credit? (Page 13)

Does it matter how an older building will be used when the owner is planning to take
advantage of the 10% credits? (Page 13)

D. Getting information and assistance with project plannin the application

process, project financing, and related regulations and rules

1.

Who should I contact first for general information about the tax credits and for guidance
about the rehabilitation standards and certification process? (Page 13)

Who should I contact with my questions about the Internal Revenue Service's
regulations? (Page 14)

Who should I contact with my questions about the Oklahoma Tax Commission's rules?
(Page 14)

Are there other sources of information about the rehabilitation tax credits for me to
consult? (Page 14)



The Questions are Answered

A. General Information about the Federal and State Rehabilitation Tax Credits

1. Which Federal and State statutes authorize the rehabilitation tax credits?

The Federal tax credits are authorized under the Tax Reform Act of 1986 (Section 47 of
Title 26 of the United States Code). The State tax credits are authorized under State
Statute 68-2357.41.

2. Which regulations and rules govern use of the Federal and State tax credits?

The Federal tax credits program is governed by two sets of regulations, including the
Internal Revenue Service Code “Section 47, Rehabilitation Credif’ and the U.S.
Department of the Interior's 3 6 CFR Part 67 — Historic Preservation Certifications
Pursuant to Section 48(G) and Section 1 70(H)” of the Internal Revenue Code of 1986.
The State tax credits program is administered pursuant to Oklahoma Tax Commission
Rules (Chapter 50, “Income”) Section “710:50-15-108. Credit for qualified
rehabilitation expenditures.”

3. How much are the tax credits woxth?

There are two tiers of both the Federal and the State tax credits. The first tier provides a
20% tax credit for the certified rehabilitation of a certified historic structure. The second
tier provides a 10% tax credit for renovation of an older building that is not currently
listed in the National Register of Historic Places either individually or as a contributing
resource to a district. The value of the credit is either 20% or 10% of a project's
qualified expenditures.

4. What is a tax credit?

A tax credit reduces the taxpayers tax liability. That is, the amount of the credit is
subtracted from the amount the taxpayer owes the IRS and the OTC. A credit differs
from a deduction as the latter reduces taxable income rather than tax liability.

5. Can I get tax credits for rehabilitation work to my historic home?

The IRS requires that the building be used for the generation of income. Historic homes
are only eligible for the tax credits in as much as the home is used for an income
producing purpose, for example, a rental property. If the historic home is the principal
residence of the homeowner, and not used as an income producing property, then the '
Federal and State tax credits are not available to offset the cost of rehabilitation. Ifa
portion of the building is used as the owner’s principal residence and business, then the
IRS or your professional tax advisor should be contacted for further guidance.




6. Which Internal Revenue Service (IRS) axid Oklahoma Tax Commission (0TO)
forms are needed to attach to my tax returns to claim the rehabilitation tax
credits?

For purposes of the Federal tax retum, you must attach IRS Form 3468 and may need to
attach a copy of an approved Historic Preservation Certification Application, Part 2 or
Part 3 (as appropriate to the project). IRS Form 3468 is available on line at
http://www.irs. 2oV/pub/irs-pdf/f3468.pdf For purposes of the State tax return, you must
attach OTC Form #511 CR which is available at http://www tax.ok. 20v/it2006/511CR-
06.pdf. You should verify that the form year is the same as the year for which your tax
return is being prepared.

7. Are there special terms I should use that will improve my communication with
the IRS, OTC, SHPO, and NPS?

obtain certification for the 20% tax credits. Additionally, you will find definitions of
terms throughout this SHPO Fact Sheet and in other guidance from the SHPO, IRS and
NPS. Take particular note of terms such as "certified historic structure," "certified
rehabilitation," "contributing Tesource,” "noncontributing resource," "qualified
expenditures,”" and "substantial rehabilitation test."

8. How do the numbers work? .

State tax credit. Together the Federal and State tax credits will offset the cost of the
building rehabilitation by 40%. If a project’s total qualified expenditures for a building
rehabilitation equal $1 00,000, then $20,000 will be the amount of the Federal tax credit
available plus $20,000 for the amount of the State tax credit available, for a total of
$40,000 of available tax credits, offsetting the cost of the project by 40%. In their
publication entitled, “Tyyx Aspects of Historic Preservation — Frequently Asked
Questions,” the IRS uses a similar question and answer format to address specific

You may find this publication on line at
http://www.nps.gov/history/hps/tps/tax/IRSO A.htm

9. How much work do I have to do in order to qualify for the credits?



requires that the rehabilitation project meet a particular definition of “Substantial.” The
definition of substantial is expressed as a dollar amount. The dollar amount is arrived at
by calculating the adjusted basis of the building and its structural components. The
formula to calculate the adjusted basis 1s: The purchase price of the property, minus the
value of the land, plus improvements already made, minus depreciation already taken. In
order to meet the substantial rehabilitation test the total of qualified expenditures must
exceed the result of the formula by at least one dollar. In cases where the adjusted basis
is less than $5,000, then at least one dollar more than $5,000 must be expended. The
substantial rehabilitation test must be met during a 24-month measuring period for a
single phased project and a 60-month measuring period for a multiple phased project.
Further guidance related to the IRS requirements can be obtained from the “IRS
Connection” accessed through the NPS website at
httn://www.nps.gov/historv/hps/tns/tax/IRS.htm

It is possible that the cost of replacing a roof for a historic building could be enough to
meet the dollar value required to meet the Substantial rehabilitation test; however, ifa
new roof alone is not enough to render the building usable for an income producing
purpose (for example an inadequate electrical or plumbing system), then your project
would need to include more work.

10. Are there consultants who help figure out the financing for a tax credit project?

Yes. The SHPO suggests that you talk with your tax professional, attorney, or banker for
guidance in obtaining such professional services.

U

11. Can I "sell" the tax credits, and what does that mean to me?

The rules governing who is entitled to claim a rehabilitation tax credit differ between the
Federal tax credit and the State tax credit. Several financial institutions, corporate
entities, and others "buy and sell" tax credits. In order to utilize the Federal preservation
tax incentives, one must retain an ownership interest in the property that has benefited
from a rehabilitation project. The ownership entity must be in place before the
rehabilitated building is placed in service (see IRS definition of “placed in service”).
Certain investors, corporations, and institutions are interested in joining in ownership of
buildings that will qualify for Federal preservation tax incentives in order to reduce their
overall tax liability. It is very important that a building owner interested in pursuing the
Federal preservation tax incentives seek advise from the IRS or their professional tax
consultant before pursuing a project to make sure that their personal financial situation is
one that will allow them to actually claim the credit. If a situation exists that will not
allow the owner to utilize the credit in a way that they had expected, that owner may wish
to seek partners that can atilize the credits. To claim the Federal tax credits, such
partners must be part of the ownership entity before the rehabilitated building is placed in
service. The State tax credits may be freely transferred to another party that has no other
interest in the rehabilitated building except to purchase the right to utilize the State tax
credits to reduce their State tax liability. Such transfer transactions may take place after
the rehabilitation project is completed and usually discount the value of the tax credit to '



cover administrative costs of the transfer. It is essential that a taxpayer obtain qualified
professional advice to arrange any transactions that will authorize others to utilize the
Federal or State tax credits. )

12. The Oklahoma Statutes indicate that the State credits are "freely transferable."
Why is this so significant?

The Federal tax credits are not "freely transferable." However, the Oklahoma
rehabilitation credits are. This is significant because the entity that acquires the credits
does not have to establish an ownership interest in the rehabilitated property to use them.

13. Where can I go for more information about the regulations governing the
Federal and State tax incentives?

The SHPO web site with more information and links to the NPS website can be accessed
at http://www.okhistorv.org/shno/taxcredits.htm. The NPS web site with more
information can be accessed at http://www.nps. gov/history/hps/tps/tax/index.htm.

The NPS web site also contains a link to the IRS regulations at

http://www.nps. gov/history/hps/tps/tax/IRS .htm. The Oklahoma Tax Commission can be
accessed at http://www.tax.ok.gov/.

B. Qualifying for the 20% Federal and State Tax Credits

1. What is a "Certified Historic Structure"?

A "certified historic structure” is defined as a building that is individually listed in the
National Register of Historic Places OR a building that is located in a registered historic
district (a registered historic district is defined as any district listed in the National
Register of Historic Places) listed in the National Register of Historic Places qnd certified
by the NPS as contributing to the historic significance of that district. The “structure”
must be a building — not a bridge, ship, railroad car, or dam. A state or local historic
district may also qualify as a registered historic district if the district and the enabling
statute are certified by the Secretary of the Interior.

2. How do I confirm that my building is a "certified historic structure"?

A complete list of individual properties and historic districts located in Oklahoma that are
listed in the National Register of Historic Places is available from the SHPO as a bound

and, unless the nomination is an extremely old one, it will contain a list of the
contributing and noncontributing resources (in the case of the tax credits, “resources” is
defined as buildings). In order to confirm whether your building is contributing to the
historic district, SHPO staff will need the building’s street address. To receive NPS
certification that a building within a registered historic district is a certified historic
structure (regardless of how it was classified in the original National Register



nomination) or of an individual property that is not currently listed in the register, you
must complete the Historic Preservation Certification Application Part 1 and submit it to
the SHPO. )

3. Does it matter when I obtain confirmation that my building is either individually
eligible for the National Register of Historic Places or is a contributing resource
to a historic district?

Yes. You are required to submit Form # 10-168, “Historic Preservation Certification
Application Part 1 — Evaluation of Significance” before the building is placed in service.

4. If my building was identified as a noncontributing resource in a historic district,
is there any possibility that I could qualify for the 20% tax credits?

Yes. The contributing/noncontributing status of any building can change as the result of
alterations to the building, the passage of time, and changing interpretations of history.
So, it is possible that the building's status could have changed. There is also the
possibility that the building could be individually eligible for the National Register even
though it is not a contributing resource to the district in which it is located. You should
not hesitate to contact the SHPO to help you assess your particular situation. -

5. What is a “certified state or local district?”

It is a local historic preservation district certified by NPS as containing sufficient
requirements for documentation and evaluation of a property's significance to insure that
a district designated under the local ordinance could also be listed in the National
Register of Historic Places. This is not the same thing as qualifying for Certified Local
Government (CLG) status. Certification of the ordinance for tax credit purposes is a
completely separate process. There are no “certified state or local districts” in Oklahoma
at this time. It is important to note that any Historic Preservation Certification
Application for a property in a district designated under a “certified state or local district”
must be accompanied with National Register level documentation for the district.

6. What is a certified rehabilitation?

A "certified rehabilitation" is a rehabilitation project for which all work has been
completed in accordance with the Secretary of the Interior's Standards for
Rehabilitation and is certified by the NPS as such. The NPS conveys certification by
signing off on the bottom of the Historic Preservation Certification Application, Part 3,
which the owner completes and transmits to the SHPO for submission to the NPS. A Part
3 application must be submitted in order to document the completion of the project
seeking the 20% Federal and the 20% State tax credit. If a taxpayer claims the credit
without completing the Part 3 application process, the credit may be revoked by the IRS.
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7. What are the Secretary of the Interior's Standards and Guidelines for
Rehabilitating Historic Buildings and where can I find them?

The Secretary of the Interior's Standards for Rehabilitation are the ten (10) basic
principles established by the Secretary of the Interior which are recommended in the
planning and execution of projects which alter historic buildings. To gether these ten
principles create a framework for making decisions related to appropriate rehabilitation
work. The Standards can be obtained in hard copy from the SHPO or accessed on the
SHPO's website at http://www.okhistory.org/shpo/taxcredits.htm or at the NPS website at
http://www.nps.gov/history/hps/tps/. The Guidelines for Rehabilitating Historic
Buildings explain in more specific detail related to building materials, features, and
components, how to apply the Secretary’s Standards to specific work items often
contemplated when pursuing a rehabilitation project. The Guidelines can also be
accessed at the noted website locations for the SHPO and the NPS.

8. How do I obtain "certification' of my rehabilitation work?

Before beginning your rehabilitation project, it is strongly advised that you complete the
Historic Preservation Certification Application - Part 2 and obtain preliminary
certification of your proposed project work. Then, when your project is finished, you
complete the Historic Preservation Certification Application - Part 3 to obtain final
certification of completed work. Each application phase is to be submitted to the SHPO.
The SHPO will process the application and forward it to the NPS for review and
approval. The NPS is the only agency that can “certify” the rehabilitation work.

9. Will using the 20% tax credit restrict my rehabilitation work?

The 20% investment tax credit is an incentive to encourage the retention of character
defining historic materials, features and details important in determining the building’s
historic integrity. A rehabilitation project that meets the Standards for Rehabilitation is
said to be an appropriate rehabilitation of a historic building. For the tax credit project to
be certified, the work MUST meet the Secretary of the Interior's Standards for
Rehabilitation, and the taxpayer must receive certification of compliance with the
Standards from NPS. The Standards consist of ten common sense items, which can be
taken into consideration with some thought and advance project planning. Project
planning is important to undertake in order to complete the application process and obtain
certification. You may not be able to do every work item the way you originally
anticipated, but the Standards are flexible and projects are evaluated in a reasonable
manner taking into consideration economic and technical feasibility. When you follow
the application process as set forth in NPS guidance and work closely with the SHPO,
there is no reason to feel as though your project was "restricted."



10. How much time does it take to obtain preliminary certification of my
rehabilitation work?

The SHPO has thirty (30) days from receipt of project documentation to complete its
review. If everything needed for review is contained in the application, the SHPO
forwards it to the NPS with comments. The NPS then has thirty (30) days to complete its
review process. The total amount of time required for a tax credit project is largely
controlled by the owner/developer and is directly related to how long the
owner/developer takes to assemble the documentation needed to describe the project in
detail and complete the application forms.

11. 1 have already started rehabilitation work before filling out any application
forms or making submittal to the SHPO, can I still qualify for the 20% tax
credit?

Yes, but having already started the work may mean that you may have jeopardized your
eligibility for the credit. You can still file the application for a project that is already in
progress or that is completed. However, you must have good documentation of the
building’s condition prior to the beginning of your construction work (usually in the form
of photographs, at a minimum), and your work must still meet the Secretary's Standards
for Rehabilitation. You are strongly discouraged from starting your project without
benefit of SHPO review and NPS certification of the proposed project plans. You should
also consult your tax advisor and the IRS regulations. Timing for completion and the
date that the building was placed in service may also jeopardize your ability to qualify for
the credits.

12. What forms do I need to complete to obtain certification of my proposed
rehabilitation work for the 20% tax credits?

You complete NPS Form #10-168a, "Historic Preservation Certification Application Part
2 — Description of Rehabilitation.” Technically, the proposed scope of work approved
during review of the Part 2 is considered a preliminary certification, as a final
certification cannot be determined until the work is completed. If the building is already
individually listed in the National Register of Historic Places, then you do not complete
Part 1 of the HPCA. For all other situations, you must complete Form # 10-168,
“Historic Preservation Certification Application Part 1 — Evaluation of Significance.”
For all projects, you must complete Part 2 of the HPCA to obtain preliminary
certification of the proposed work.

13. What do I do when my rehabilitation work is completed and I need to obtain
final certification of the project?

When project work is finished, you will complete NPS Form # 10-168c, “Historic
Preservation Certification Application — Request for Certification of Completed Work”
(also known as “Part 3””) and submit it to the SHPO. SHPO staff will conduct an on-site
inspection of the completed project and forward the Part 3 to NPS. NPS will issue the
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final certification of completed work provided that all items were executed in accordance
with the approved Part 2 and any subsequently approved amendments.

14. What do I do if I need to revise my plans for rehabilitation work after I have
received NPS preliminary certification?

Contact the SHPO to discuss your needs to revise the project plans. If the revision still
seems necessary, then complete NPS Form #10-168b, “Continuation/Amendment Sheet”
of the Historic Preservation Certification Application. It will be processed in the same
manner as the original Part 2.

15. What happens if I decide to do additional rehabilitation work after I receive
final certification of completed work from N PS?

If the work is to take place during the first five (5) years following final certification of
the rehabilitation work, you must contact the SHPO for guidance in filing an amendment.
Remember that work done during this initial five (5) year period that does not meet the
Secretary's Standards may result in the recapture of your tax credits. Work done after the
initial five (5) year period is not subject to any review process.

16. Should I consult local code officials about my rehabilitation project?

It is customary for construction projects to need a building permit. You should consult
your City government to find out what permits may be required and what building codes
must be met. You may also need to contact the State Fire Marshal’s office to see if there
are code requirements that need to be met. It is important that you let the code officials
know that you are pursuing preservation tax credits for your project. The SHPO can help
you communicate with State and local code officials to make sure that the Secretary’s
Standards and IRS requirements are considered and your project can still qualify for the
credits. Sometimes it may seem that historic materials, details and features would need to
be sacrificed to meet current building codes. There are usually options that will allow
you to keep historic fabric in tact AND meet the State and local code requirements.
Architects and Construction Contractors are accustomed to working with State and local
building code officials and may benefit your project in this regard.

17. Should I retain an Architect to develop my rehabilitation project plans?

NPS regulations for review of proposed rehabilitation projects do not include a
requirement for the applicant to retain an Architect. However, Oklahoma Statutes do
stipulate which projects require the use of an Architect for building projects, including
tax credit rehabilitation projects. You should contact your local building official or City
government offices to help you determine if an Architect is required by State law. The
SHPO encourages applicants to use the services of qualified design professionals because
they can help an owner/developer achieve a project that can proceed more smoothly and
can effect an efficient tax credit review and certification process. The use of an Architect
can lead to a higher quality finished project and a lower total project cost.
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C. Qualifying for the 10% Federal and State Tax Credits

1. Which buildings qualify for the 10% tax credits?

Buildings that are not certified historic structures and that were placed in service before
1936 may be renovated for the 10% credit provided all IRS requirements are satisfied.
Buildings that are individually listed or contributing to a National Register listed historic
district are not eligible for the Federal or State 10% credit.

2. Are there any design standards or special requirements for the renovation work
if I am using the 10% tax credits?

There are no design standards to follow in planning a renovation project for the 10%
credits, and this means that the Secretary of the Interior's Standards for Rehabilitation do
not apply. However, project work must satisfy all Internal Revenue Service requirements
which include a certain percentage of existing walls to remain in place. Applicants
interested in obtaining it should consult with their tax advisor. The NPS and the SHPO
do not review the proposed renovation work for these projects.

3. Are the SHPO and NPS ever involved in a project for the 10% credit?

If a building is located within a district that is listed in the National Register of Historic
Places, the applicant for tax credits must complete the Historic Preservation Certification
Application, Part 1 regardless of whether the building is identified as contributing or
noncontributing to the district and regardless of whether the applicant is pursuing the
20% or the 10% credits. The contributing/noncontributing status of a building can
change as the result of alterations to the building, passage of time, and changes in the
interpretation of history. The Part 1 is submitted to the SHPO for review and comment.
The SHPO will then forward the Part 1 to the NPS for review and certification or de-
certification, as appropriate.

4. If my building is located in a historic district that is listed in the National
Register of Historic Places, can I choose to use the 10% credit instead of
completing the application process for the 20% credit?

It depends on whether your building is a contributing or noncontributing resource within
the National Register listed historic district and when the building was originally placed
in service. If the building is noncontributing to the National Register district and was
originally placed in service before 193 6, you are eligible for the 10% credit (see items 1,
2, and 3 above) as long as you meet the other IRS requirements for the 10% program. If
your building is a contributing resource to the district, you are not eligible for the 10%
credit. If you desire tax credits, the only preservation tax incentive available to you
would be the 20% credit.
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5. Can| just request that my building, which is individually listed in the National
Register of Historic Places, be removed from the National Register so I can take
advantage of the 10% credit instead of going through the application process for
the 20% credit?

No. Owners may request removal of their property from the National Register of
Historic Places. However, properties are only removed from the register when
circumstances outlined in NPS regulations (36 CFR Part 61) are met. The property
owner’s desire to pursue the 10% instead of the 20% tax credits is not justification for
removal from the National Register under these regulations.

6. If my building is identified as a contributing resource in a historic district, can I
get that classification changed to noncontributing and use the 10% credit?

As discussed above, the contributing/noncontributing status of a building can certainly
change. If you believe your building should be classified as noncontributing to the
district, then filing the Historic Preservation Certification Application, Part 1 will provide
the official documentation needed for the SHPO and NPS to consider your claim.
However, as with properties individually listed in the National Register (see Item 5.
above), a property owner's preference for use of the 10% credits is not a justification for
reclassifying the building.

7. Does it matter how an older building will be used when the owner is planning to
take advantage of the 10% credits?

Yes. This is one of the critical differences between the 20% and 10% credits. Rental
residential property does not qualify for the 10% investment tax credit. However, a
certified historic structure that undergoes a certified rehabilitation qualifies for the 20%
credit even when the building will be used for rental residential purposes.

D. Getting information and assistance with project lanning, the application
process, project financing, and related regulations and rules

1. Who should I contact first for general information about the tax credits and for
- guidance about the rehabilitation standards and certification process?

The SHPO should be your first contact. We can send you a hard copy of all the
information and materials you need to get started, or you can access the information on
line at our website at http://www.okhistory.org/shpo/taxcredits.htm. The SHPO also
annually presents two one-day workshops on the tax credits, and the schedule of these
sessions is found on the SHPO's website at
http://www.okhistory.org/shpo/shpoevents.htm. Contacting the SHPO early in your
project planning can save you time and money. There are many myths and
misconceptions about the requirements of the tax credits program and the application
process. Be careful about the comments and advice freely given by third parties.
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2. Who should I contact with my questions about the Internal Revenue Service's
regulations?

The SHPO encourages every applicant to confer with their own tax professional about
these issues. Also, you and your tax professional should not hesitate to contact the IRS
for information, and currently the contact person is Colleen Gallagher at (651) 726-1480
(Bloomington, MN).

3. Who should I contact with my questions about the Oklahoma Tax Commission's
rules?

Again, the SHPO stresses the importance of consulting your own tax professional. For
guidance, you or your tax professional may need to contact the OTC's Tax Policy
Division at (405) 521-3123.

4. Are there other sources of information about the rehabilitation tax credits for
me to consult?

The NPS website is another very helpful source of information. Visit them at
http://www.nps.gov/history/hps/tps/. You can even test your knowledge of the
Secretary's Standards by spending a few minutes with their Electronic Rehab tutorial at
http://www.nps.gov/history/hps/tps/e-rehab/index.htm.

14
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Brad Henry
Office of the Governor
State of Oklahoma

Dear Oklahoma Community Leaders:

It is my pleasure to present to you a new and valuable tool for use in your efforts
to strengthen Oklahoma’s economy and support community revitalization and heritage
tourism.

During our centennial celebration, the importance of Oklahoma’s rich past took
center stage. We undertook some amazing projects, such as the construction of the
Oklahoma History Center, to preserve the Sooner State’s legacy for future generations. It
was exciting to witness increased public awareness about Oklahoma’s unique history and
how each community plays a special role in telling our story.

Now, it is time to capitalize on that new sense of pride.

The preservation of significant landmarks contributes to a community’s quality of
life and economic vitality. Those benefits are now quantified in the study Economic
Impacts of Historic Preservation in Oklahoma. Inside, you will find information about
how well-established programs like those of the Oklahoma Historical Society, the
Oklahoma Department of Commerce, local governments, and others have encouraged
redevelopment of individual buildings, commercial districts, and residential
neighborhoods, resulting in new jobs, higher property values, increased state and local
tax revenues, and growing tourism across the state.

In addition to an analysis of the economic impacts of historic preservation in
Oklahoma, the study provides suggestions about public policy improvements that could
make historic preservation an even more powerful tool for community revitalization.

I wish to thank Preservation Oklahoma, Inc. for coordinating the process to obtain
the study and I encourage all of you to consider the results. Ilook forward to working
with you as we move into Oklahoma’s second century with a vibrant economy and a
sincere appreciation for our heritage.

Sincerely,

e

Brad Henry
Governor

STATE CAPITOL BUILDING 1 2300 N. LINCOLN BOULEVARD, SUITE 212 1 OKLAHOMA CITY, OKLAHOMA 73105 1 (405)
521-2342 (405) 521-3353



FOREWORD

Completion of Economic Impacts of Historic Preservation represents another important
milestone in our statewide preservation program. As with other efforts such as
Oklahoma’s annual preservation conference and the creation of a state rehabilitation tax
credit, teamwork among public agencies, nonprofit organizations, and individual citizens
made the study possible. The Oklahoma Historical Society, State Historic Preservation
Office (SHPO); Preservation Oklahoma, Inc. (POK); and the Oklahoma Main Street
Center staff knew such a study could benefit the state and discussed ways to make it a
reality.

In 2006, the SHPO pledged a portion of the study costs from its annual Historic
Preservation Fund allocation from the U. S. Department of the Interior, and POK
(Oklahoma's statewide nonprofit for historic preservation) agreed to secure the additional
financial support necessary. With contributions from the SHPO, the City of Oklahoma
City, Chesapeake Energy, the National Trust for Historic Preservation, the Kirkpatrick
Family Fund, and Julie Bott Miner in memory of Lt. Col. and Mrs. James F. Bott, the
resources were in place to move ahead with the project. POK and SHPO staff worked
closely to develop the request for proposals for the study. POK conducted the
competitive selection process in consultation with all of the partners. The Oklahoma
Main Street Center, Oklahoma Department of Commerce was a key partner in the
initiative as they provided valuable and extensive data for the study and participated in
draft study reviews and other activities. The Oklahoma Tourism and Recreation
Department also generously provided assistance to the study.

The Center for Urban Policy Research, Rutgers, The State University of New Jersey was
selected to complete the study. Dr. David Listokin and Dr. Michael Lahr, et al of
Rutgers were the principals, and Dr. Dan S. Rickman, Oklahoma State University worked
closely with them to complete the property valuation analysis portion of the study.
Rutgers developed, under contract to the National Park Service's National Center for
Preservation Technology and Training, the input/output model used for this and many
similar studies across the nation. It is known as the Preservation Economic Impact
Model (PEIM).

The study included a detailed analysis of the economic impacts of general rehabilitation
work in Oklahoma, of redevelopment completed under the federal and state rehabilitation
tax credits programs; of the Oklahoma Main Street Program; of heritage tourism
initiatives; and of local historic district designation. This executive summary provides a
concise statement about how these activities are contributing to our statewide and local
economies and places our efforts in a national context. The full report is available on the
websites of the study partners listed above. We believe that the study offers community
leaders in the public and private sectors the data they have long needed to support
improvements in public policy that will not only stimulate our economy, but will result in
improved preservation of the buildings, structures, sites, districts, objects, and landscapes
that represent Oklahoma’s unique heritage.



The importance of such studies is supported in the Advisory Council on Historic
Preservation’s publication, Preserve America Summit Report which summarizes the
suggestions and recommendations for the future of the federal preservation program
developed during the Preserve America summit held in New Orleans in October 2006.
One of the report’s recommendations states: "Measure and share preservation’s benefits
by developing consistent ways to measure direct and indirect impacts (particularly
economic) and by pursuing and promoting necessary research."

Oklahoma’s statewide preservation program has grown and matured in conjunction with
the national program. The dedicated efforts of our partner organizations and agencies to
identify and protect Oklahoma’s significant historic properties can be seen in towns and
cities of all sizes and across the rural landscape. We take great pride in the fact that the
National Trust for Historic Preservation’s annual conference was held in Tulsa in October
2008 and that their National Town Meeting for the Main Street Program will come to
Oklahoma City in 2010. These national events and many state and local activities have
brought historic preservation to the forefront of community planning processes, and the
need for sound documentation of how historic preservation can improve our quality of
life and the economy is essential. We believe that the Economic Impacts of Historic
Preservation in Oklahoma meets this need and contributes to accomplishment of the
broader national historic preservation agenda.

Bob L. Blackburn
Executive Director, Oklahoma Historical Society
And State Historic Preservation Officer
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PREFACE

Historic preservation adds value to the lives of all Oklahoma residents. Our
state’s historic resources are extraordinarily diverse and contribute significantly to the
cultural, aesthetic, social and educational opportunities of our citizenry. Oklahoma’s
unique history has a legacy unmatched by any other in our nation’s development, and we
all share a responsibility in preserving our collective past. With these thoughts in mind,
Preservation Oklahoma stands ready to further the cause of historic preservation through
its ongoing advocacy, educational, and leadership activities. The results of this study will
assist Preservation Oklahoma in advancing its mission of protecting and promoting our
state’s historic resources, communities, and landscapes. Historic preservation and the
cultural heritage of Oklahoma remain foremost on the minds of many across our great
state with the passing of the recent centennial year. Preservation Oklahoma is hopeful
that this renewed appreciation for our state’s unique and diverse history will provide
further interest in preserving our heritage. This benchmark study undoubtedly will
provide substantial rationale for the need to promote historic preservation activities
across the state.

In 2006, Preservation Oklahoma formed a public-private partnership with the
Oklahoma Historical Society, the State Historic Preservation Office, the National Trust
for Historic Preservation, the City of Oklahoma City, Chesapeake Energy, the
Kirkpatrick Family Fund, Julie Bott Miner in memory of her parents, Lt. Colonel and
Mrs. James F. Bott, the Oklahoma Main Street Program and the Oklahoma Department of
Tourism for the purposes of funding an economic impact study of the value of historic
preservation to the state’s regions, communities, and neighborhoods. As the study
indicates, historic preservation activities across the state generated a total of $3 57 million
for the local and statewide economies during 2007. Preservation Oklahoma is grateful to
its partners in this important endeavor, and is confident that the results of this study will
provide support for future preservation efforts statewide.

On behalf of the Board of Directors and membership of Preservation Oklahoma,
Incorporated, I would like to extend my heartfelt gratitude to all of our partners for their
contributions to this project. As the only statewide preservation organization,
Preservation Oklahoma relies on its many partnerships across the state to assist it in
fulfilling its mission. This project will help many communities and neighborhoods in
realizing the importance of preservation efforts to economic and cultural vitality.

Respectfully,

Kay Decker, Ed.D.
President of the Board of Directors, Preservation Oklahoma
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Executive Summary

STUDY OBJECTIVE AND ORGANIZATION

This study examines the many significant economic effects of historic preservation in Oklahoma.
The study examines the total economic effects of historic preservation, encompassing both the
direct and multiplier effects. The direct impact component consists of labor and material
purchases made specifically for the preservation activity. The multiplier effects incorporate what
are referred to as indirect and induced economic consequences. The indirect impact component
consists of spending on goods and services by industries that produce the items purchased for the
historic preservation activity. The induced impact component focuses on the expenditures made
by the households of workers involved either directly or indirectly with the activity. To illustrate,
lumber purchased at a hardware store for historic rehabilitation is a direct impact. The purchases
of the mill that produced the lumber are an indirect impact. The household expenditures of the
workers at both the mill and the hardware store are induced impacts.

Economists estimate direct, indirect, and induced effects using an input-output model (I-O).
This study specifies the total economic effects of major elements of historic preservation in
Oklahoma through a state-of-the-art 1-O model developed by the Center for Urban Policy
Research (CUPR) for the National Park Service, Division of Cultural Resources, National Center

for Preservation Technology and Training. The model is termed the Preservation Economic

Impact Model (PEIM).

In the current analysis in Oklahoma, the PEIM is applied to both annual (2007) historic
preservation investment in this state and to the cumulative investment of two major historic
preservation subsidies/programs applied in Oklahoma. The PEIM is first applied to an annual
(2007) outlay of major components of historic preservation investment. The annual Oklahoma
historic preservation components considered by the PEIM include historic rehabilitation ($125
million in 2007), heritage tourism (3175 million in 2007), and the state's Main Street program
($57 million! in 2007)—for a total of $357 million in 2007. The PEIM is then also applied to
cumulative $1,392 million expenditures attributable to two major programs for historic
preservation (i.e. over the life of the program being modeled expressed in current value—2007—
terms) in Oklahoma: the federal historic rehabilitation investment tax credit (ITC) since its
inception in 1978 through 2007 ($507 million) and the Main Street program since its inception in
Oklahoma in 1986 through 2007 ($885 million). (The $507 million and $885 million are both
expressed in inflation-adjusted dollars, taking into account inflation over time.)The results of the
PEIM model include many fields of data. The fields most relevant to this study are the total

impacts of the following:

o Jobs: Employment, both part- and full-time, by place of work, estimated using the typical job
characteristics of each industry. (Manufacturing jobs, for example, tend to be full-time;
in retail trade and real estate, part-time jobs predominate.) All jobs generated at businesses in
the region are included, even though the associated labor income of in-commuters may be
spent outside of the region. In this study, all results are for activities occurring within the

! The $57 million excludes the rehabilitation investment associated with Main Street (since this has already been
counted in the tally of Oklahoma total historic rehab) and also expresses the Main Street-associated job creation into
a capitalized value figure. The $57 million is an annual inflation-adjusted average of Main Street activity over
1986-2007.

The Economic Impacts of Historic Preservation
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Executive Summary

time frame of one year. Thus, the Job figures should be read as Jjob-years, where several
individuals might fill one job-year on any given project.

* Income: “Earned” or labor income, specifically wages, salaries, and proprietors’ income.
Income does not include non-wage compensation (such as benefits, pensions, or insurance);
transfer payments; or dividends, interest, or rents.

* Wealth: Value added — the sub-national equivalent of gross domestic product (GDP). At
the state level, this is called gross state product (GSP) or, in some public data, GDP by state.
Value added is widely accepted by economists as the best measure of economic well-being.
It is estimated from state-level data by industry. For a firm, value added is the difference
between the value of goods and services produced and the value of goods and non-labor
services purchased. For an industry, therefore, it is composed of labor income (net of taxes);
taxes, non-wage labor compensation; profit (other than proprietors’ income); capital

consumption allowances; and net interest, dividends, and rents received.

¢ Output: Of the measures in any input-output report, perhaps the least well-defined one is
that labeled "output." Output is defined as the value of shipments, which is reported in the
Economic Census. The value of shipments is very closely related to the notion of business
revenues. Thus it is NOT the "output” to which most other economists refer and which is
better known as "gross domestic product" (GDP).

Within input-output analysis, "output” is also not the same as business revenues, for several
reasons. It is probably better defined as net business receipts, however. F irst, establishments

W
]

double counting in national accounts (those used to produce input-output tables), "output" in
the wholesale and retail trade industries is measured simply as their margins, which is value
added plus the costs of inputs used in the course of doing business. That is, for these trade
industries, "output" does NOT include the value of the items stocked on shelves.

e Taxes: Tax revenues generated by the activity. The tax revenues are detailed for the federal,
state, and local levels of government. Totals are calculated by industry.

Federal tax revenues include corporate and personal income, Social Security, and excise
taxes, estimated from calculations of value added and income generated.

State tax revenues include income, excise, sales, and other state taxes, estimated from
calculations of value added and income generated (e.g. visitor purchases).

Local tax revenues include payments to sub-state governments, mainly through property
taxes on new worker households and businesses. Local tax revenues can also include
sales and other taxes.

The major findings of the study are highlighted below and also summarized in Exhibits 1 and 2
on the following pages.

The Economic Impacts of Historic Preservation 3



Executive Summary

Summary Exhibit 1 shows the annual economic impacts of three components of Oklahoma
yearly historic preservation activity as of 2007: rehabilitation of structures ($125 million),
heritage tourism ($175 million), and the Main Street program ($57 million). Based on multi-year
averages and expressed on an annual basis as of 2007, these items together comprise a total of
$357 million annually in direct spending. This spending creates over 8,000 jobs within
Oklahoma that generate $460 million in output, $166 million in labor income, $243 million in
gross state product (GSP), about $194 million to the state's total wealth (in-state wealth, which
encompasses GSP less federal taxes) and $25 million in Oklahoma state and local taxes.

Summary Exhibit 2 quantifies the cumulative impacts of the Main Street program and the federal
Historic Rehabilitation Investment Tax Credit (ITC) in Oklahoma. These programs have had
long-running impacts on the state; ITC was created by an act of Congress in 1976 and was
implemented two years later, while the national Main Street program was created in 1980 and
arrived in Oklahoma in 1986 with the founding of local groups in Duncan and Okmulgee. From
1978 through 2007, cumulative investment in Oklahoma-based ITC was $507 million while the
cumulative Oklahoma Main Street investment from 1986 through 2007 was $885 million. (All
cumulative dollar values are expressed in 2007 inflation-adjusted dollars.) Combined, the
programs have generated nearly $1.4 billion in direct historic preservation spending (in today's
dollars) since their inception; those investments have created nearly 35,000 jobs statewide in
Oklahoma, contributing $1.9 billion in output in Oklahoma, $1.1 billion in GSP, $782 million in
income, $888 million in net wealth to Oklahoma (GSP less federal taxes), and a cumulative $102
million in Oklahoma state and local taxes.

The Economic Impacts of Historic Preservation
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Executive Summary

ECONOMIC IMPACTS OF ANNUAL OKLAHOMA HISTORIC REHABILITATION
(2007)

e Between 2001 and 2007, an estimated annual total of Just over $1.2 billion was spent on the
rehabilitation of existing residential and nonresidential buildings in Oklahoma, according to
CUPR research. Of this total, an estimated $125 million (10 percent) was spent on
rehabilitation of historic properties (older properties that were on, or might qualify for, the
National Register of Historic Places and/or local landmark designations). Just under $30
million of the historic rehabilitation was on residential properties, with the remainder (about
$95 million) on structures serving non-residential uses.

SUMMARY EXHIBIT 3
Estimated Annual Value of Total Rehabilitation and
Historic Building Rehabilitation in Oklahoma, 2001-07

Estimated Total Estimated Historic Historic Rehab as

Property Type Rehabilitation Rehabilitation Share of Total
(in $ million) (in $ million) Rehabilitation
Residential 295.7 29.7 10.0%
Nonresidential 920.8 95.3 10.3%
Total 1,216.5 125.0 ’ 10.3%

e Economic benefits from the historic rehabilitation are enjoyed throughout the Oklahoma
economy. The total economic impacts to the nation from the $125 million in annual
statewide historic rehabilitation spending include 3,186 jobs generating an additional $238
million in output, $89 million in income and $125 million in GDP. At the state of Oklahoma
level, the $125 million in annual (2007) historic rehabilitation spending translates to 2,530
jobs, $70 million in labor income, $96 million in GSP and $6 million in annual state and
local Oklahoma taxes. The in-state wealth (GSP minus federal taxes) resulting from
rehabilitation expenditures amounts to $76 million, indicating a high 79 percent retention

rate.
SUMMARY EXHIBIT 4
Total Economic Impacts of Annual Oklahoma
Historic Building Rehabilitation ($125 million), 2007
In-State Out-of-State Total (U.S.)
Jobs (person years) 2,530 656 3,186
Income ($millions) 69.9 18.9 88.8
Output ($millions) 171.2 66.9 238.1
GDP/GSP? ($millions) 96.0 289 124.9
Total taxes ($millions) 26.3 25 28.8
Federal (8millions) 20.4 1.0 214
State/Local ($millions) 5.9 1.5 7.4
In-State wealth® ($millions) 75.6 - ---

* GDP/GSP = Gross Domestic Product/Gross State Product.
® In-State wealth = GSP minus federal taxes.

The Economic Impacts of Historic Preservation 7



Executive Summary

e The benefits that accrue to Oklahomans from annual investment in historic rehabilitation
projects are extensive. As with all spending examined in this study, every sector of the state's
economy sees their payrolls and production increased. Just under half of the Oklahoma-based
jobs from the annual rehabilitation investment (1,168 of 2,530 jobs) and Oklahoma gross
state product ($43.7 million of $96.0 million GSP) created by historic rehabilitation within
Oklahoma accrue to the state's construction industry; this is as one would expect, given the
share of such projects that require the employment of building contractors. Other Oklahoma
major beneficiaries are transportation and utilities (345 jobs, $18.6 million in GSP) as well as
the finance, insurance, and real estate (FIRE) sector (301 jobs, $7.0 million in GSP). The
services sector, plus both the wholesale and retail trades, all see many jobs and $12 million in
GSP created as a result of historic rehabilitation activity.

ECONOMIC IMPACTS OF ANNUAL OKLAHOMA HERITAGE TOURISM (2007)

e What is the profile of heritage travel and heritage travelers in Oklahoma? While the current
investigation was not able to obtain Oklahoma-specific information, from studies done
nationally on heritage travel, the average heritage traveler is middle-aged and middle-
income; is often employed (when working) in managerial/professional or technical/sales/-
administrative support occupations, or may be retired; is motivated by leisure travel; often
stays in a hotel/motel/B&B; and spends considerably more than the ‘“‘average” leisure
traveler.

e CUPR estimates that, based on tourism industry trends and previous research into the nature T

of heritage tourism, approximately $175 million (minimum) was spent in Oklahoma in 2007
on goods and services related to such Oklahoma heritage travel. The total national economic
impacts of this include 4,735 jobs generating $285 million in output, $132 million in GDP,
and $84 million in income at the national level. At the state of Oklahoma level, the $175
million in Oklahoma heritage travel translates to 3,980 jobs, an additional $209 million in
Oklahoma output, $100 million in-state GSP, and $64 million in income. The in-state wealth
deriving from heritage tourism (GSP less federal taxes) amounts to just over $80 million with
$14 million realized in state and local Oklahoma taxes.

SUMMARY EXHIBIT 5
Total Economic Impacts of Annual Oklahoma
Heritage Tourism Spending ($175 million), 2007

In-State Out-of-State Total (U.S.)

Jobs (person years) 3,980 755 4,735
Income ($millions) 63.6 20.6 842
Output ($millions) 208.9 76.3 2852
GDP/GSP ($millions) 100.0 31.6 131.6
Total taxes ($millions) 33.6 32 36.8
Federal ($millions) 19.6 1.4 21.0
State/Local ($millions) 14.0 1.8 15.8
In-state wealth ($millions) 80.4 --- -

R
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Executive Summary

* With regard to heritage tourism, it is no surprise that the vast majority of annual employment
and GSP gains within the state are located in retaj] trade (2,290 jobs, $43.0 million in GSP)
and services (1,212 jobs, $30.0 million GSP) sectors, since these would include the
businesses that tourists would most likely interact with — gift shops, gas stations, restaurants,
lodging, etc. However, due to the indirect and induced effects, significant impacts reverberate
throughout the state's cconomy, most prominently in the finance, insurance, and real estate
(FIRE) sector (136 jobs, $9.4 million GSP). Wholesale trade firms see 118 jobs created that
contribute nearly $5.1 million to the state's pre-tax wealth or gross state product, but the
manufacturing group adds more to GSP (86.0 million) with fewer jobs (99), since industries
there are typically much more capital intensive.

® As just detailed, heritage tourism in Oklahoma generates considerable economic benefit in
terms of jobs, wealth created, income earned, etc. A further contribution is that the above
economic activity is often disproportionately derived from residents traveling from out-of-
state. Thus, the economic benefit from Oklahoma heritage travel is disproportionately
importing new dollars of economic activity to Oklahoma —an optimal strategy of economic
pump priming. Additionally, heritage travel in Oklahoma is contextually most important to
the economic vitality of the host communities containing the historic resources that are
visited.

e [Illustrative is the economic contribution of one aspect of heritage travel in Oklahoma—that
associated with visitors to Route 66 in this state, Route 66 travelers to Oklahoma are
% considerable in number; spend large sums on lodging, food, travel, and other purchases; and

often come from out-of-state so that the Route 66 traveler spending “imports” considerable
economic benefit to the state of Oklahoma.

e For example, two Route 66 sites in Oklahoma are the Historic Round Barn in Arcadia (2006
population of 279) and the Route 66 Museum in Clinton (2006 population of 8,448). The
following data on visitation to theses sites show the large number of Route 66 site visitors to
these communities (especially relative to the size of Arcadia and Clinton) and that many of
the visitors come from out of Oklahoma—thus “importing” their spending’s economic
benefit to Oklahoma.

Visitation to Historic Round Barn—Arcadia, OK
(April-September 2007)

Visitor Residence Number %
In-State (Oklahoma) 1,305 47.2
Out-of-State (Rest of U.S.) 1,027 37.2
Foreign 431 15.6
2,763 100.0
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Visitation to Route 66 Museum—Clinton, OK

(2006)
Visitor Residence . Number %
In-State (Oklahoma) 4,995 16.0
Out-of-State (Rest of U.S.) 18,152 58.2
Foreign 8,063 25.8
31,210 100.0

o A more detailed picture of the significant “im
this instance Route 66 visitation, is evident fro
to the Historic Round Barn in Arcadia. (See attac
to this historic site as of spring-summer 2007 (for
somewhat less than half came from Oklahoma. Abou
came from neighboring Texas. Many Round Barn visitors, however,
including 81 from California, 79 from Germany,

Italy, and about 30-40 from each of the following states—Arkansas, Florida, Illinois, Indiana,

Kansas, Michigan, Missouri, New York, Ohio, and Tennessee.

Executive Summary

ported” economic benefit of heritage travel, in
m the detailed visitor origin data on travelers
hed Round Barn table.) Of the 2,763 visitors
which data were available), 1,305 or
t 110 visitors (5 percent of the total)
came from afar
57 from England, 55 from Norway, 39 from
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Visitor Origin Data
Historic Round Barn on Route 66
Arcadia, Oklahoma
For April- September 2007:

Total Visitation: 2,763

US States Taly % Foreign_ Tally %
Countries
Alabama 16 0.74%) Australia 3 0.70%
Alaska 1 0.05%) Austria 5 1.16%
Arizona 20 0.93% Belgium 4 0.93%
Arkansas 30 1.39% Bolivia I 023%
California 81 3.75% Brazil 5 1.16%
Colorado 21 0.97% Canada 20 4.64%
Connecticut 7 0.32% Chile L g23%
Delaware 5 0.23% China 1 0.23%
Florida 30 1.39% Colombia ! 0.23%
Georgia 16 0.74% Costa Rica 1 0.23%
Hawaii 2 0.09% Czech Republic 1 0.23%
Idaho 3 0.14% Denmark 10 232%
Illinois 31 1.44%) England 57 13.23%
Indiana 28 1.30%) Estonia 0  0.00%
Towa 14 0.65% Finland 2 0.46%
Kansas 38 1.76%) France 33 766%
Kentucky 12 0.56% Germany 79 18.33%
Louisiana 10 0.46% Hungary 1 023%
Maine 7 0.32% Holland 13 3.02%
Maryland 9 0.42%f Iceland 2 0.46%
Massachusetts 16 0.74%) Indonesia 1 0.23%]|
Michigan 32 1.48% Ireland 12 2.78%
N Minnesota 10 0.46% Israel 0 5o00%
2 Mississippi 5 023% Ttaly ‘ 39 9.05%
: Missouri 40 1.85% Japan 12 2.78%
Montana 5 0.23% Mexico 0  0.00%
Nebraska 8 0.37%| Netherlands 20 4.64%
Nevada 6 0.28%) New Zealand 7 1.62%
New Hampshire 1 0.05% Nicaragua 0 0.00%
New Jersey 10 0.46%| Norway 55 12.76%
New Mexico 7 0.32%) Poland 1 0.23%
New York 25 1.16%) Portugal 6 1.39%
North Carolina 21 0.97% Romania 0 0.00%
North Dakota 6 0.28%| Saudia Arabia 1 0.23%
Ohio 44 2.04% Scotland 4 093%
Oklahoma 1305 60.47%j Singapore 0 0.00%
Oregon 14 0.65%| Slovakia 0 0.00%
Pennsylvania 23 1.07%| Spain 1 0.23%
Rhode Island 2 0.09% South Africa 2 0.46%
South Carolina 16 0.74%| Sweden 10 5300
South Dakota 5 0.23% Switzerland 18 4.18%
Tennessee 27 1.25% Thailand 1 0.23%
Texas 108 5.00% Venezuela 1 0.23%
Utah 6 0.28% TOTAL 431 100.00%
Vermont 1 0.05%)
Virginia 8 0.37%
Washington 11 0.51%|
West Virginia 0 0.00%
Wisconsin 15 0.70%|
Wyoming 0 0.00%|
TOTAL 2158 100.00%
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ECONOMIC IMPACTS OF THE ANNUAL OKLAHOMA MAIN STREET PROGRAM
(1986-2007 YEARLY AVERAGE)

As in many other states, Oklahoma has a Main Street program to help revitalize downtown
business districts statewide. Oklahoma's program was founded in 1986 and is now active in
41 communities ranging from small Oklahoma towns to several neighborhoods of Oklahoma
City. The program is designed to provide local businesses with professional expertise and
seed-money financial assistance, as well as create public-private partnerships to leverage
added investment in their communities.

The program's own records indicate that the Main Street program is associated with
approximately $57 of investment million per year (based on a multi-year average). (The $57
million subtracts Main Street-associated historic rehabilitation which has already been
counted in the previously detailed Oklahoma historic rehabilitation tally and converts Main
Street-associated retail employment into a value figure.) This $57 million comes from a
combination of private investment, related infrastructure improvements, and the payrolls of
newly-created firms (over 200 per year). On a statewide basis, the Main Street Program helps
to create 1,560 jobs annually statewide in Oklahoma that were associated with $80 million in
output, $47 million in GSP, and $32 million in new labor income. Overall, $37 million was
added to the state’s wealth, including nearly $5 million in state and local tax revenues.

SUMMARY EXHIBIT 6 :
Total Economic Impacts of Annual Oklahoma Main Street Investment ($57 million), 2007

In-State Out-of-State Total (U.S.)

Jobs (person years) 1,560 260 1,820
Income ($million) 32.1 7.5 39.6
Output ($million) 79.6 25.8 105.4
GDP/GSP ($million) 47.0 11.6. 58.6
Total taxes ($million) 14.5 1.1 15.6
Federal ($million) 9.6 0.5 10.1
State/Local ($million) 4.9 0.6 5.5
In-state wealth ($million) 37.4 --- ---

As one would expect, more than half of the state's jobs (about 1,600) created by Main Street
program activity fall under retail trade (804), since a large number of tenants in rehabilitated
downtowns are shopkeepers. Nearly $16.5 million in gross state product is generated from
this employment. The next-largest impacts come from the construction sector (382 jobs,
$13.9 million in GSP), as effects attributable to the program include both public
infrastructure improvements and rehabilitation of non-historic structures within downtown
areas. More than 100 additional jobs in the services (146 jobs, $3.8 million in GSP) and
manufacturing (107 jobs, $6.4 million in GSP) sectors are generated by Main Street program
activity as well.

The Economic Impacts of Historic Preservation
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ECONOMIC IMPACTS FROM THE CUMULATIVE INVESTMENT IN FEDERAL
HISTORIC TAX CREDIT PROJECTS (1978-2006) AND MAIN STREET PROGRAM
(1986-2007) IN OKLAHOMA

* The federal Historic Rehabilitation Investment Tax Credit (ITC) program for income-
producing properties has been an effective tool for nei ghborhood and historic revitalization in
both the nation and Oklahoma. Since the passage of the program's enabling legislation in
1976, it has nationally leveraged $31 billion in private sector investment in historic
structures, mostly from the private sector. Tax credits differ from, and are financially more
desirable than, tax deductions. A tax credit directly reduces the amount of taxes owed by a
taxpayer dollar-for-dollar, while a tax deduction merely reduces the amount of income
subject to taxation. Under the federal ITC program, owners of income-producing buildings
listed on the National Register of Historic Places can earn a tax credit equal to 20 percent of
rehabilitation expenditures.

e Over the life of the program, projects in the state of Oklahoma that were undertaken by the
private sector and subsidized by federal ITC had a market value of $346 million, or $507
million in today's (2007) dollars. These projects created over 10,300 jobs in Oklahoma (of
13,000 nationally), leading to $694 million in Oklahoma based output, $389 million in GSP,
$284 million in labor income and $307 million in added in-state wealth (GSP minus federal
taxes), of which $24 million found its way into state and local government coffers.

SUMMARY EXHIBIT 7
Cumulative Economic Impact of Oklahoma Construction Projects Subsidized
by the Federal Historic Rehabilitation Investment Tax Credit ($507 million)

In-State Out-of-State Total (U.S.)
Jobs (person years) 10,323 2,673 12,996
Income ($millions) 283.7 77.6 361.3
Output ($millions) 694.0 274.4 968.4
GDP/GSP ($millions) 3894 117.3 506.7
Total taxes ($millions) 106.7 10.1 116.8
Federal ($millions) 82.7 4.3 87.0
State/Local ($millions) 24.0 5.8 29.8
In-State wealth ($millions) 306.7 --- --

* As noted, over the life of the federal ITC program, more than 10,000 jobs and nearly $390
million of state gross product were created in Oklahoma by projects that received the tax'
credits. Almost half of both Oklahoma totals accrued to the construction sector (4,826 jobs,
$177 million in GSP). Three other areas of the state's economy saw over 1,000 jobs created,
thanks to the ITC: services (1,734), manufacturing ( 1,436), and retail trade ( 1,219).
Compared to the services sector, however, manufacturing again produced more wealth
despite fewer additional employees ($77.9 million GSP in manufacturing versus $49.5
million GSP in services). Retail generated $28.5 million in new gross state wealth, while the
finance, insurance, and real estate (FIRE) sector was not far behind ($21.8 million GSP)
despite only 380 added employees over thirty years.

The Economic Impacts of Historic Preservation 13
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e Main Street is another important program to foster historic preservation, both nationally and
in Oklahoma. Since its creation in 1986 more than 1,200 local Main Street initiatives have
been established nationally representing a cumulative national investment of about $45
billion (not adjusted for inflation or constant dollars).

e Since its initiation in 1986, the cumulative investment in the Oklahoma Main Street Program
is estimated at $885 million in current (2007) dollars?.

e The cumulative impact from the Oklahoma $825 million in Main Street investment has
created a total of 28,446 jobs nationwide, the vast majority of which (24,437) were retained
in-state. This increase in employment can be shown to have generated $1.2 billion in
Oklahoma-based output, just under $500 million within Oklahoma alone in labor income,
$730 million in addition to the gross state product, and a $582 million boost to total in-state
wealth (GSP minus federal taxes) —~$504 million for residents and businesses and $78 million
in tax revenues for the state and local entities.

SUMMARY EXHIBIT 8
Cumulative Economic Impact of the Oklahoma Main Street Program ($885 million)
In-State Out-of-State Total (U.S.)
Jobs (person years) 24,437 4,009 28,446
Income ($million) 498.1 114.4 612.5
Output ($million) 1,237.4 396.9 1,634.3
GDP/GSP? ($million) 730.4 178.4 908.8
Total taxes ($million) 226.2 17.1 2433
Federal (3million) 148.7 7.3 156.0
State/Local (3million) 77.5 9.8 87.3
In-state wealth ($million) 581.7 --- ---

« As noted, more than two decades of Main Street activity in Oklahoma have generated 24,437
jobs for the state's residents, equivalent to roughly 1.5% of the state's entire non-farm
workforce. Just over half of these have been located in the retail trades (12,887), with those
jobs contributing $263.9 million in gross state product. The construction sector generated less
than half the number of jobs (5,797) but nearly as much in wealth ($211.3 million in GSP)
from Main Street program-related investments. Other major beneficiaries included services
(2,257 jobs, $58.3 million in GSP), manufacturing (1,631 jobs, $97.9 million GSP), and
finance, insurance, and real estate (FIRE) (716 jobs, $42.7 million GSP).

2 The Oklahoma Main Street program, records indicate that a total of $425 million can be attributed to the program's
physical improvement activities since 1986. Fagade rehabilitations (which were omitted from the earlier (annual
2007) count to avoid duplicating some projects included in the overall Oklahoma annual rehabilitation investment)
contributed an additional $33 million. Adjusted for inflation, we find a total of $546 million. Furthermore, $339
million (constant dollars) was added to state payrolls by the creation of new firms in Main Street districts statewide
or the expansion of existing ones. This yields a grand cumulative total of $885 million in Oklahoma Main Street
investments, which is employed in the current analysis.
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IMPACTS OF HISTORIC PRESERVATION ON PROPERTY VALUES IN
OKLAHOMA

In addition to having properties listed in the National Register of Historic Places, Oklahoma
maintains its own state registry, which directly mirrors its national equivalent and includes
other properties as well. Moreover, some communities in Oklahoma have enacted historic .

Government program.

From a theoretical perspective, historic designation can exert many different pressures on a
property’s value. It can improve it by providing prestige, protection from demolition,
financial incentives via tax credits, and being a catalyst for neighborhood-wide improvement,
It can theoretically dampen a property’s value, however, by sometimes ramping up the costs
of building rehabilitation and by sometimes disallowing or challenging the realization of real
estate “highest and best use.” Thus, it is theoretically possible that some owners will gain-and
others will lose as a result officially designating their properties as historic.

Given the theoretical ambiguities of the effect of historic designation on property values, a
large literature has developed to estimate the rer Impact of historic designation on property
values. The techniques applied in this literature have become more sophisticated over time,
suggesting that the most recent literature is the most statistically valid. Regardless of the
vintage, however, the literature overwhelmingly points to a net positive effect on property
values of historic designation. Only a handful of studies come to a negative impact
conclusion, and most of these are studies focusing strictly either upon the costs of alteration
and demolition or upon the values of multifamily residential properties,

To assess the effect of historic designation on property values in the State of Oklahoma, the
current study analyzed two samples of housing values and characteristics. The samples were
for different years—2000 and 2003—and limited to properties in Oklahoma County. Each
sample was evaluated for the differential effects caused by structural housing characteristics,
geographic location characteristics, and location within a particular historic district in
Oklahoma County (eleven historic districts in this county were examined). Ordinary least
squares regression was the statistical device used to control for these various factors.

* In the year 2000 sample, three historic districts—Crown Heights, Jefferson Park, and
Edgemere Park—had higher property values compared to other neighborhoods in
Oklahoma County controlling for differences in housing characteristics and general
location.

* By 2003 all but the Putnam Heights and Jefferson Park historic neighborhoods had
higher values. In other words, in 2003, 9 of 11 historic districts in Oklahoma County
had statistically higher property values after controlling for standard real estate
influences.

* Thus, property values in 9 of 11 districts appreciated more during the three-year span
(2000-2003) compared to equivalent properties in non-historic-designated areas of the
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same neighborhoods. The greatest rates of appreciation occurred in the historic
districts of Crown Heights (69%), Edgemere Park (53%), and Heritage Hills and
Capitol-Lincoln (28%). That is, homes in these four districts experienced remarkable
average annual appreciation rates exceeding 8.5% during the three-year study period!

« The analysis that yielded the reported results assumes, in a statistical sense, housing
and neighborhood characteristics neither improved not declined across the study
period. But the national literature suggests such characteristics are actually more
likely to improve under a regime of historic designation. In this vein, the study results
are likely conservative with respect to the magnitude of the positive effects accrued
by properties within historic districts of Oklahoma County. The property value
appreciating effect of designation may thus be greater than that reported above.

Overall, our analysis sho<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>