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October 31, 2019

Senator Rob Cowles Representative Samantha Kerkman
118 South — State Capitol 315 North — State Capitol
Madison W1 53707 Madison, Wi 53707

Dear Senator Cowles and Representative Kerkman:

The Legislative Audit Bureau’s (LAB) Report 19-6 recommended the Wisconsin Economic Development
Corporation (WEDC) submit to the Joint Legislative Audit Committee by October 31, 2019, a report on
WEDC’s efforts to implement each of LAB’s recommendations.

LAB Issued its report.on May 10, 2019, and on May 28th, WEDC’s Audit Committee was convened to review
and discuss each of LAB’s 10 recommendations. At that meeting the Audit Committee endorsed WEDC's
process for addressing each of the recommendations. On October 17, 2019, the Audit Committee
unanimously approved the attached plan which was then forwarded to, and approved by, WEDC's Board of

Directors on Octaber 22, 2019,

1

The information attached for your review also include the following supporting materials:

* Semiannual Loan Portfolio Report for the period ending June 20, 2019;
» Final status repaort on results of 2016 tax credit review project;

» FY17 independent auditor’s verification report; and
* Highlights of two recent program evaluations conducted by UW-Whitewater’s Fiscal and Econormic

Research Center.

We apﬁreciéte the opportunity to respond to LAB's Report 19-6. Continuous improvément is incorporated
Into all areas of WEDC's operations, and LAB’s recommendations provide valuable feedback to inform our

efforts,

If you require any additional information, please feel free to contact me.

Sincerely,

Missy Hughes
Secretary and CEQ

c¢: Joint Committee on Finance Chairs

THINK-MAKE-HAPPEN.

200 W WMashington Avanuge o Madison, WEB3703 » 608.210.6700 » B55-INWIGIZ » InWiscansin.cam




LAB Audit 19-6 (May 2019) Recommendations and WEDC Responses
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We recommend the Wisconsin Economic Devela

and . -

*repart to the Joint Legisative Audit Comriittes

.[recomimendation.

pment Corporation:

*conslstently comply with statutes when awarding tin chedits under the Development Opportinity Zone prograr;

by Oétober 31, 2015, on its efforts to éoimiply with this

~1The Development Dppertunity Zone {DOZ) program raduires that WEDC deduct any Wisconsin Works subsidies paid for
.18 position {*WW Subsidiaries”} fror the DOZ tax credits amounts for thar position (per statute, recipientscan receive up

‘ta member of the targeted populstion).
| Histbﬁcallv, and recugnizlng that individuals guaiify for WW Subsidies based on income as compared to the poverty [ine,

--|for a.positian, the lower the amount of DOZ tax credits that the company could qualify for as it related to that position
|régardlessof whethe‘r the company recefved WW Subsidies far that position. This approach was more conservative than

|The Iast'[:;OZ award was in 2016 and only twe DOZ awards ramain active with additional reporting requirements, In

t0°$6,000 per full-time joh not filled by a member of the targeted population and $8,000 per full-time job that is filled by

WEBC underivriting evaluated hourly wages when determining the tax credits per position. The lawer the hourly wage

retiuired by the statute as:not afl low income individuals qualify for WW Subsidies which requires that the individual
miet additional nor-finandal, income and resource Timitation...

FY18, and prior to this audit, WEDC updated its DOZ staff review and work instructions to ensure that any new DOZ
would directly address the Wisconsin Work subsidies, Biut WEDC does niot expect additional DOZs to be contracted as
applisanits have expressed a preference for the BTC program based on the program structure {including, but not limited

tothe refundablé nature of BTC credits).




10/17/2019

Program Adminisitation

Since it was enacted in 2006, both the Department of Commerce and the WEDC awarded Enterprise Zone tax credits
based on wage of employees who perform services in the enterprise zone, WEDC identified employees performing

services in the enterprise zane in a manner that aligned with the DOR's administratiye interpretation of their statute
‘We recommend the Wisconsin Economic Development Carporation: cross-referenced ii: WEDC's EZ statute.

*conslstently comply with statutes and its contracts when awarding tax credits to reclplents that create or retain’ 5 P a:: of its due 'i':_:g::;e :"\}mspuf'si:{ LIAE s RgcomTend:ﬂ;n Q'nyc a:ked that one ‘;f :5 Eg'ﬂaﬁYE I:;ard
Jobs filled by individuals whodo not perfarm services in Wisconsin or are non-Wisconsin residens; : members request that the tsconsin Legislative Lourcil conduct an independent analysis of the Enterprise Zons
statutes. The analysis was provided in August 2019,

*modify its written Enferprise Zone program procedures to raquire it to award tax credits only for the wages nf

emalay=es wha perform services In anentarprise zone, as is statutosly requireds WEDC is conducting-a eomprehensive evaluation of the EZ program based on the guidance provided by both LAB and the
4 a4 : Legislstive Council. Part of the evaluation is a determination of changes that may b appropriate as well as a detailed
*modify Its written Econamic Bavelopment Tox Credit program procedires to raquire it to award, when . change management process te ensure that any potential changes are comprehensively evaluated to snsure 2 smooth
contractually required to do sa, no more than 10.0 percant of tax credits in a given year to reciplents that :raata]nhs |mple.men1:at:on. Fer .ours%andard practu:es,.WEDG wil cnntlnue‘tu: Tollow its written ;:!mcedures which sets forth how it
filled by non-Wisconsin residants; and has historically complied with statutory requirements asseriated with the program until an updated procass s finalized
and approved.

r:gg::;:_;::iiﬂt Legisladive Aucit Comenittee by October 31, 2018, on its effafts to comply with these ; The additional 2.6% of tax credits verified for Ehe_ one ETC award identified by the report was the result of hurnan errer

. rathar than a systemic issue, Dur servicing team is instructed to comply with the vontracts and had already updated the
work instructions in advance of receiving the LAB report to instruct staff to comply with contract term and specifically
addressed that certain contracts restrict credits for jobs fitled by non-Wisconsin resigents to 10,0 percent of tax credits.




10/17/2015

ified inthe system was a result of human error rather than a systemic issue. LAB found cne document
‘ _ Icontaining Pll received after the Pl procedure was implemented. The Pl procedure specifically address how to handle

Pil submiftg_(:l biy award recipients or unsecured Pll fouRd within any of our systems. WEDC provided targeted training for
rients that - staff handling client data that petentially contains protected PH.

. ‘ The Il iderit
We recommend the Wisconst Economic Deve[opnjént Corporation:

*systematically review the information it has received from award recipients and sectre those dooiy
B 48 contain profected persanaily identifiable information; and

WEDC will contintie o Feview existing procedures and work instructions related to security of protected Pll and

*raport to the Joint tegiclative A B implemgnt annal tr_a‘lning_fe_:r ﬂ_tl_l-stzﬂ'. .

utlit Committes by October 31, 2018, on its efforts to implemant this .
*{recomimendation: oL X e . X . .
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i LAB Iie:o_rlﬁ'nendati_bn o Pégé#

Program Results i

) i . - .
WEDCannually obtains all of thedatapoints identtied in the 1 AB recommendatian. WENC tracks and assesses progress
towards goals for all awards, and uses that data fo improve existing programs and create new programs. The WEDC

*annually determine the extent te which recipients had craated or retained contractually required jubs for all awards|Board of Directors reviews and appravas all programs annuatly as part of each fiscal year budget and pperations plan.
that It made and that ended;

\We recommend the Wistonsin Economic Development Corporation:

Additichally, and as of March 2018, we are _annuélly contracting with an outside consultant, most recently with the UW-
*annually determine the total and average costs of the cantractually recuired jobs created under all awards that it |Whitewater's Fiseal and Econormic Research Center, to canduct independent program evaluations of existing WEDC
maxde, that resulted in recipients earning funds for creating jobs, and that reached their contractually specified programs where a sufficient body of work exists to provide valuable analyses,

completion dates; ,

It should also be noted that for Tables 12 and 14 {p. 52 and P. 55), as well as the narrative in the audit summary, LAB

8 50 “annuaily determine the total and average costs of the contractually required jobs retained under all awards that it provides information on the number of johs thet were created, compared te the “contractually required® jobs. However,
made, that resulted in recipients easning funds for retaining jobs, and that reached thieir contractually specified these tables and summary narratives do not provide context by indicating the dollar amount of tax credits that were
completion dates; issued for the jobs that were created.

*annuzlly assess the awards it made and determine the extent to which and reasons why award ended early; However, the report provides this comparisor in the paragraphs preceding Tehle 12 and 14, For example, Table 12

states that 22.5% of the Jobs were created, but t_he repart confirms that anly 12,2% of tax credits had been allocated for
*use this information to consider changes to its program polldes and when making decislons about future awards;  |these awards. Ultimately, if the jobs/wages are not created, tax credits are not issued, Revocatians and required

and repayments are dene if/when it is determined awardees have not complied with the terrs of their contract.

*report to the Joint Legislative Audit Corimittee by October 31, 2009, on its afforts 1o implement these .
recommentations,

! Financial Management

- " { ;
We recommend the YWisconsin Economic Development Comporation: WEDC finance staff and senior management agree to consistently maintain sufficient documentatian for all

- |procuraments, including adequate explanatians for waivers,

*consistently maintaln sufficient documentation to demonstrate its compliance with Its procurement policy;

0

76 {* ensure that the detail of each request for a waiver from'its procurement policy clearly explains the need for the
wajver; and : - .

‘*report to the Joint Legislative Audit Committee by Octaber 31, 2018, on its efforts to implement this
recornmendaticn,
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TO: Joint Legislative Audit Committee

FROM: Brian Nowicki, CFO

RE: JLAC Loan Portfolio Report

cc WEDC Board of Directors

DATE: July 31, 2019

As part of LAB Report 17-9, WEDC was provided the following recommendation.

We recormmend WEDC: a) determine the total outstanding loan balance and the total amount of
past-due repayments for eqch foan with repayments 90 days or more past due on July 1, 2017
and January 1, 2018; b) determine the total outstanding loan balance for each of those loans
that were amended to defer repayments, written off, or forgiven during each six-month period
thereafier; ¢} determine each of those loans that was no lenger 90 days or mare past due during
each six-month period thereafter becquse the recipients made loan repayments; d) determine
the payment delinquency rate ond the principal delinquency rate on luly 1, 2017, and six months
later and onJanuary 1, 2018 and six months later; and e) report this information to the Joint
Legislative Audit Committee by February 1, 2018, for the six month period from July 2017
through December 2017 and by August 1, 2018 for the six month period from January 2018
through June 2018,

As part of LAB Report 19-6, WEDC was provided the following recommendation.

We recommend WEDC:; a) beginning on July 1, 2018, dnd every six months thereafter, determine
the remuaining balance and the total amount of past-due repayments for all loans 90 days or
more past due; b) determine the remaining balance for all of these loans that were amended to
defer repayments, written off, or forgiven from July 2019 through December 2019, and then
during each six-month period thereafter; c) determine the remaining balance for all of these
loans that were no longer 90 days or more past due during each six-month period because the
recipients made loan repayments; d) determine the payment delinquency rate and the principal
delinquency rate on the first and last day of each six month period; and e) repart this information
to the Joint Legisiative Audit Committee by February 3, 2020, for the six-month period from July
2019 through December 2019, and then report this information every six manths thereafter.

Attached is a report which complies with LAB’s recommendations for the semi-annual periods ending
lune 30, 2017, December 31, 2017, June 30, 2018 and December 31, 2018, which have been previously
submitted. [n addition, WEDC is providing a report for the semi-annual period ending June 30, 2019.
Beginning with the June 30, 2019 report, WEDC has added columns for outstanding interest and total
remaining balance {i.e. principal plus'interest).
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L.oans that have been written off, Int full or in part

Loans that have been written off. Loans originated by the Department of Commerce are
sent to the Department of justice for collection proceedings. Collections for loans
originated by WEDC are internally managed with the assistance of outside legal counsel.

Loan padial payments made on delinquent loans

Laans that have made some form of payment but have nat caught up all their payments
to remove them from the delinguent loan list. This ameunt represents the principal
and, beginning with the June 30, 2019 table, the accrued interest reduction of those
payments.

New loans that have become 90 days delinguent

Loans that have become delinquent during the semi-annual period and have remained
delinquent through the period end date.

iin cases where a loan had both become delinquent und was subsequently been taken aff the
delinguent list in the sume semi-annual period, the loan will be accounted for as both a new loan
that has become delinguent and o loan that has been taken off the delinquent list due to one of
the cotegory reasons described above in 2a through 2d.)

Interest accrued on delinguent loans in period (beginning with the fune 30, 2019 Table)

Total interest on the outstanding delingquent loans during the six-month reporting
period.
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January 1, 2018

June 30, 2018
7

Loans that have come current orwere pald off in full

(560 988)

Loans that have been amended 5 (450,000) ' (3)
Loans that have beenforgiven, per contract, in full orin part ¢ {1,000,000) (1)
Loans that have been written off, in full orin part $  (4,471,488)

Loan partial principal payments made on delinguent Ioans

New Ioans that have become >90 days dellnquent

10,040,679

6,868, 007

Reas'ounefo“t the Change ln Loan Dehnquency Balance

New loans that have become >90 days dellnquent

Loans that have come current or were paid-off in full 5 {732,921) {(5)
Loans that have been amended S {133,722} {4)
Loans that have been forgiven, per contract, in full orin part S (827,000) (2)
Loans that have been written off, in full or In part S (3,402,375) (2)
Loan partial principal payments made on delinguent joans S

s
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MEMO

To: Joint Legislative Audit Commitiee

From: Brian Nowicki, CFO
ce: WEDC Board of Directors, WEDC Audit Committee

Date:  10/7/18

Re: ° Final Report and Resulis of the 2016 Tax Credit Verification Project

Per LAB Report 19-6 recommendation, the following is 2n explanation of the final result of the
20186 tax credit review and the attached schedule should be viewed in conjunction with this

memao.

The prirnary purpose of the 2018 tax cradit review was to ensure that WEDC has verified the
appropriate amount of tax credits, with particular focus on the jobs based tax credits. In the first
table cf the attached schedule, you will note there are 222 awards that were reviewed, with the
largest number in the Economic Development Tax Credit ("ETC" - 157 awards) and Jobs Tax

Credit {*JTC" - 45) award programs.

Awards not reviewed were {(a) those not reiated to jobs (e.g. capital expenditures and/or job
training), (b) those that were fully utllized (2.g. contracts considered to be closed-out), and (c)
those wherse 0% of the credits wers utilized (e.g. verifications had not yet been required).

The second table of the attached schedule provides a dollar summary of prior-year variances for
the 222 awards that were reviewed. The total variance is an overpaymeni of $948,436, with an
average overpayment of $4,272. Approximately 50% of the 222 awards tested had a variance,
either positive (i.e. WEDC underpaid) or negative (i.e. WEDC overpaid), to report.

For those awards that were at the end of their contract, WEDC adjusted the amounts as part of
the final clossout! of the project. If the company had been overpaid, WEDC invoiced the
company and required repayment of the excess amount that had not been earned. If the
company had been underpaid, WEDC verified the additional amount.

For those awards that were still in their earnings period, WEDC adjusted the variances in the
subsequent verifications when possible. The third table of the attached schedule provides a
doflar summary of remaining variances after any subsequent tax credit verification has been
calculated and used tc offset the prior-vear variances. The result of this abiiity to offset is fo
reduce the total variance from an overpayment of $948,436 to an underpayment of $5,045, with

' The Final Closeout takes place at the end of the project period and documents WEDC's cemprehensive
review of the project. The purpose is to confirm contractual compliance and evaluate outcomes of the

project. _
THINK-MAKE-HAPPEN.

201 W, Washington Avenur » Madison, Wi 33700  40B.210L6700 s 855 INWIBIZ » InWisconsin.com




TC Project-Final 20191004

Final Status of Outstanding Tax Credit Award Verifications

Award Verification Status

10/a/z018
ETCs £7cs bozs 27 Total
Tatal Tax Credit Awards 377 85 21 k1 501
Lass:
Non-fobs Related Awards {88) [C3] {6) ] (o8}
Fully Utilized Awards {71} [E3] {8) 1] (26
} D% Utilized Awards {61} (33) {1) {6} {103}
Verifications Required for Awards that may have Variances 157 a5 8 12 222
Awarrds that have Received a First Review o o 0 1] 0
Awards that have Received a Final Review {157} (45) {8} (12) {222)
Remaining Awards to Review . [ 0 L 0 [¢]
% of Awards that have been Reviewed to-date 100% li 100% 100% 100%
% of Awards that have been Finalized fo-date 100% 100% 100% 300% 100%
Award Verification Results: Summary - Prior Year Variances 10/3/2019
: ETGs fcs pOZS Ez Total
Number of Awards - Total ' 157 a5 g a2 222
Total Negative Variance 3 (1,524,514} 5 (383,871} S {24,000} §(28,847) S {1,561,332)
Total Positive Varance 5 591,144 5 418,037 5 3,715 3§ - 5 1,012,896
Net Total Varlance % (933,470 $ 34,166 $  [20,285) %{28,847) S (948,436)
Mean Varlance [net} % {5,946} s 759 $  [2,536) $ (2,404} s {4,272}
Total Variance Additive > 5 {2,115,758) S (801,908) $ [27.715) $(28.847) S (2,974,228}
Mean Variance {additive} 5 {13,476) 5 (17.820) $  (3,464) § [2,409) $  [13,387)
Award Verification Results; Syrnmary - Adfusting/Offsetting Yor Current Verlfications 10/4f2019
EICs s pozs B2 .
Number of Awards 157 45 8 iz 222
Total Negative Variance 5 [615,287) § (84321 S - $(28,847) S (728,455)
Total Positive Variance S 317,948 & 415,552 $ - s - S 733,500
Net Total Variance S [297,333) "5 331,231 E - 5 (28,847) s 5,045
Mean Variance (nat) § [1,854} $ 7361 4§ - 5 - s 23
Total Variance Additive * S (933,235) 5 {499,873) 3 - S (28,847) % (1,461,955)
Mean Variance (additive) $ £5,244) % {11,108} 3 - $ (2,404) 5 {6,585)

* Adding the variances together instead of nettlng them,
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OBJECTIVE

The objective of this engagement was to determine whether the exceptions reported on the issued report for
the FY 2017 review period had been subsequently remediated with the awardees for Compliance Workbook
exceptions and awardee information reflectad in WEDC's system for Performance Repart exceptions.

SCOPE

The scope of the engagement included the foilowing:
» Awardees with exceptions on the report issued for the FY 2017 review period were reviewed.
s Source information was obtained from the awardee to support their actions taken to remediate the

Compliance Workbook exception.
s Assessment of the awardee documentation performed to determine whether remediation of the
exceptions was satisfactorily performed.

FY17 REVIEW
Results from the FY17 review noted the following:

RECAP
125 — Awardee Selections - with an associated 46 Compliance Workbooks

79 -Nolssues
18 Confirmation not required — documentation was previously provided and reviewed

to substantiate the Performance Report {e.g., Independent Audit Report)
61 Awardee information confirmed Performance Report {and Compllance Workbook where applicable)

4 - Awardee confirmation of information not required and not reselected.
During review procedures, it was determined:
2 Awardees paid off the Loan
1 Awardee withdrew from the Contract - All tax credits revoked
1 Awardee’s contract was revoked.

Review Procedures were Performed for the below
3 - No Respanse / Information Not Provided

1 Mo Response
Awardee (Blue 7 Solutions) did not respend to confirmation requests for information

2 information Not Provided
Awardees (Pratt and Mastermold) did not provide information as requested, which precluded

the ability to determine whether source documentation supports infaormation reported.
Awardees did not subsequently provide infarmation. Exception remains

39 - Awardee Reporting Exception
Awardee information provided does not fully support amounts / guantities reported.
Refer to the following pages regarding the remediation results from the review.




SUMMARY OF EXCEPTIONS — FOLLOW-UP

23212

$18,000,000

M|Iwaukee
Eleciric
Tool
Corparation

e e el

Performance Report Capital Expenditure Amount — Awardee reported $‘l2 184,321 and provided
spreadsheet support totaling $11,559,321.

Information updated/reflected in the
system for the awardee

22333

$5,500,000

Trane US
Inc.

Compliance Workbook Jobs - 60 employees selected and Awardee support did not x+ref for Six
employees for the Compliance attribute:
. Residency State

Performance Report Capital Expenditure Amount — Awardee reported $58,452,430 and provided
spreadsheet support totaling $57,449,688.

Awardee provided information for tha
Attribute — exception cleared

Information updated/reflected in the
system for the awardee

23404

$850,000

BTC

Colbert
Packaging
Corporaticn

Compliance Workhook Jobs - 10 employees selected and Awardee did not provide support for the
Compliance attributes:

. Base Hours

. Overtime Hours

. Hourly Wage (If Applicable}

. Period Base Wage

. Period Overtime

. Employment Start Date

. FT/PT status

. Residency

In Process - Awardee did not provide
supporting documentation and
revocation of tax credits initiated.

23348

$750,000

BTC

Alliance

Laundry

Systems,
LIL.C

Performance Report Capital Expenditure Amount - Awardee reported $12,054,497 and provided
spreadsheet support totaling $12,877,935

Compliance Workbook Jobs - 63 employees selected and Awardee did not provide Compliance
attribute support for:

. Employee ID/Name

. Base Hours

. Qvertime Hours

. Hourly Wage {if Applicable)
. Period Base Wage

. Pericd Overtime

. Emplayment Start Daie

. FT/PT status

. Residency

Information updatedfreflected in the
system for the awardee

Awardee provided information for
Attributes — exception cleared

4 |Page




Performance Report Jobs - Awardee reported 757 positions and provided support for 827

Infarmation updated/reflected in the
system for the awardee

22673 $1,000,000 ETC 4imprint, inc. Compliance Workbook Jobs - 58 employess selected and Awardee support did not cross-reference Awardee provided information for the
for Six employees for the Compliance attribute: Aftribute — exception cleared
. Hours Worked
Crystal " N ‘ ) . N .
i e Performance Report Capital Expenditure Amount — Awardee reparied $10,583,797 and provided Information updated/reflected in the
21888 $990,000 ETC Finishing spreadsheet suppert totaling $20,674,091 system for the awardee
Systems, Inc
. N Information: updatedireflected in the
21287 $800,000 ETC SMC, Lid. Performance Report Jobs - Awardee repoited 884 positions and provided support for 847 system for the awardee
Arciin Performance Report Capital Expenditure Selections - sample of forfy-five expendiiures selected Inf £ " :
23151 | $750,000 | ETC Surfaces, | ($15,359,788). Forty-three expenditures were supported (§15,054,470) and two expenditures were | qyo=rof UPGeteaberiocted in the
LLC. not supported ($305,318).
" i Information updated/reflected in the
Performance Report Jobs - Awardee reported 98 positions and provided support for 72. system for the awardee
Thermal
22564 $642,000 ETC Teci?rforﬁ)éies Compliance Workbook Jobs - 10 employees selected and payroll docs provided did not support the Awardee did not provide sufficient
e | Gompliance Attribute for: information toe suppart the atiributes —
. Hours Worked - 8 employees exception affimed
. Period Wage - 1 employee
Compliance Workbaok Jobs - 30 employees selected and Awardee support not provided for the Awardee provided information for the
thirty for Compliance attribute; : Aftribute ~ exception cleared
29091 2,075,000 JTC Skyward, Inc. | * Quarterly Wages - Awardee reported on four month peru_:d and not a three month quarterly period.

Performance Report Capital Expenditure Selections - sarrﬁ ple of 25 expenditures selected

($34,387,298). Twenty-four expenditures were supported ($34,354,798) and one expenditure was
not 1 fully supported ($32,500).

Information updated/reflected in the
system for the awardee

S]Page




Performance Report Jobs - Awardee reported 454 positions and provided supporl for 468

Performance Report Capital Expenditure Amount - Awardes reported $9,094,085 and provided
spreadshest support for $9,013,665. Difference of $80,430 in Training expenditures

nformation updated/reflected in the
system for the awardee

|nformation updatedireflected in the
Bystem for the awardee

Rice Lake Performance Report Capital Expenditure Selections - sample of 35 expenditures selected | nfi : :
22372 |$570,000|  JTC Weighing  ((57,304,345). Thirly-twa expenditures were supported. For three expenditures, two were ot eystom for e aearefteoted in the
Systems supported (totaling $22,082) and one had partial support provided {for $6,598). )
Complianée Workbook Jobs - 46 employees selected and payroll docs provided did nat support the Awardee provided information for the
Compliance Afiribute for: . Airibute — exception cleared
. Hourly Rate - it was a Computed rale of earnings/hours.
Performance Report Jobs - Awardee reported 604 positions and provided support for 814 positions.  |Information updated/reflected in the
: ystem for the awardee
Monogram Food . . . . . .
23012 |$1,500,000 BOLF Solutions, LLC Performance Repert Capital Expendiiure Selections - sample of 60 expenditures selected Information updated/refiected in the
’ (85.651,579). Thirty-seven expenditures were supported {$3,964,114) and twenty-three expendituresisystem for the awardee
were not supported ($1,615,465).
Biery Gheese ' ) " . Information updated/reflected in the
22142 151,000,000 BOLF Company Performance Report Jobs - Awardee reported 88 pasitions and provided support for 93. lsystem for the awardee
Canadian - . NP Information updsted/reflected in the
22743  [$1,000,000 BGLF American Homes Performapce Report Jobs - Awardee reported 14 positions and provided response indicaiing zero, system for the awardee
Expera Specialty N . Information updated/reflacted in the
22825 ($1,008,000 BOLF Solutions, LLC PeﬁO@ance Report Jobs - Awardee repor;ed 445 positions and provided support for 544. kystem for the awardee
. . . I d i
24505 |$1,700,000 BREI Printpack, Inc. [Performance Report Jobs - Awardee reported 300 positions and provided support for 195. Sr;fgg:?gp tll'fg ;\t’earrjé’r:‘eﬂected I the
Fi-Med - s Information updatedfreflected in the
1334 | $750,000 BREI Manﬁgiment, Performance Report Jobs - Awardee reported 24 positions and provided support for 28. system for the awardee

8|Page




Green Bay,

52203 | $500,000 Col Performance Report Other Expenditures Amount - Awardee reported $17,878,680 and provided information updated/reflected in the
! City of attorney letter listing the project expenditure support of $17,724,539 system for the awardee

20046 | $95,365 - mfé's;;’{‘e 4 | Perfermance Report Other Expenditures Amount - Awardee reported $190,279, and provided Infarmation upcated/refiected in the
: Solubora 1L | support for $120,652 ‘ system for the awardesa

VES Performance Report Cther - Awardee reported that grant assisted them in obtaining 2 new !nfotrmatfion #PdﬂfedéfeﬂECTEd in the
g ; coniracts valued at $45,000. system for the awardee

23304 $15,000 IMAG-F gg;iﬁgg:eﬁacl Information provided from Awardee indicated they did not have physical contracts other than the
N ’ signsd sales orders, which total to $41,275.
21425 $38.026 WTG Neenah Paper, | Performance Repart Training - Awardee reported 50 employees that received training and provided Information updated/reflected in the

Ine.

support for 53 employees

system for the awardee
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METHODOLOGY, DATA COLLEGTION & ANALYSIS

Data collection and analysis included survey, analysis of secondary data, focus
groups, 111 interviews, literature review, examination of existing reports and
researching other programs,

KEY FINDINGS
J 1. IMAG 1S A HIGHLY SUCCESSFUL PROGRAW

Grant recipients are extremely satisfied with the program. 100% of thern reported that IMAG had
directly coniributed to their sales in international markets, All of the grant recipients from focus
group and surveys plan to reapply for future IMAG funding. Grant recipients had high praise for
WEDC staff asscciated with the IMAC and complementary programs. For example, one of the
companies increased their sales from $50K/ year to over $14 Million/year.

2. IMAG CAN BE IMPROVED IN SPECIFIC AREAS

Areas of improvement include - grant awareness, learning curve for first-time appiicants, timing of
the grant, grant rules associated with expenses incurred before grant approval, role and value of
cansultants, update grant categories and grant reporting process. Some of these areas require minor
adjustrnents, while others cannot be changed due to state policies. WEDC has already implemented
solutions to address some of the itemns identified by grant recipients.

E 3. GRANT DUTCOMES AND MEASUREMENTS

There are typically two major outcomes of IMAG grants (a) Market Penetration and (b} Sales to the
targeted international market. Both measures tend to be laggards since the process of
internationalization in most cases tends to be a longer journay. There was universal agreement
among recipients that the grant funding contributed to market penetration and eventually to
international sales. Countries reported in the study included Mexico, Vietnam, Canada, Turkey.
China, UK, Germany, Ecuador, Hong Kong, France. Columbia, Peru and others, Total sales ranged
from $24,000 to $3.0 million. Most companies reported that sales have continued though some
were negatively impacted due to political instability and changes In trade policies.

4. IMAG FOR THE FUTURE

Respondents felt that the IMAG program can continue te grow by providing graater flexibility with
respect to courttries, approved expense categories and by grouping the applicants based on
previcus international experience. For exampie, the ability to focus on a country multiple times or
the akility to switch target countries when opportunities arise should be allowed, Expense
categorias need to be flexible since unique types of expenses are emerging for companies,
particularly in the technology category. Finally, reciplents should follow slightly different paths
based on previous IMAG and international experience. This wili lead to greater efficiency for all
parties. This can also enable WEDC to introduce a different approach to grant reporting.

EXECUTIVE SUMMARY - INTERNATIONAL MARKET ACCESS GRANT
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PROGRAM
PROFILE

From 2010 to 2016 the program has allocated up to $104 389,500 in
awards to busmesses and has verlﬂed $59 803, 589 of the awards that

_ across Wlsconsm Dlagram T (be!ow) ;_=ustrates the d:str:button of
a.wards and ver:ﬂed tax credlts (from 2010 to 2016) and D:agram 2

Dingroen 10 Jobs Tax Credit Award and Verified Cradits
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'RECOMMENDATIONS

1.

Place g budget cap on the total dollar ormount intended to be distributed as tax credits. Currently, the WEDC operates
under a budget for their allocations, which allows the policy makers to create the most effident tax policy.

Future prograrms should target specific industries that provide a high job muttiplier effect (such as manufacturing).
We suggest that industries with a muttiplier effect of more than 2.5 should be considered for tax ncentives in
the future, based on prior research. The JTC program was epen to businesses across many industries, thus futwe

programs must be created to target specific industries.

Access to the program should not be restricted based on the size of a business. The majority of the finms that

belong to the industries mentioned above tend to be larger in size. The WEDC, with the JIC program, did not

narrow its applicants based on the size of a business, and we recormend they continue to do so future prograrms.

~ Recapture provisions are an effective tool of ensuring the success of the program. Businesses must meet ceriain

employment targets to ensure that they avoid penalties. The JTC program had a recapture mechanisim. We highly
recommend future programs continue miiiﬂr@'fecupmfe provisions.

The economic activity that waes measured through the IMPLAN model measures the econornic activity within o
year. Based on the resuits of the program, the investment by the state would have been returned within two years
of activity via the current levels of new employment generated through the ITC program.

Website: www.uww.edu/ferc/completed
Fiscal and Economic Research Center
University of Wisconsin-Whitewater
Hyland Hall
8og W, Starin Road
Whitewater, WI 53190
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