STATE OF OKLAHOMA

A REPORTTO &
OUR CITIZENS %

FY 2084

OMES

OFFICE OF MANAGEMENT
& ENTERPRISE SERVICES

OUR GREAT STATE

Created in part by land runs and then designated a state in 1907, Oklahoma is just over a hundred years young. A land of diversity from its Native American
history and breathtaking scenery to its Americana charm and hospitable people, the outlook for future prosperity is better than ever. The state's political
leadership has taken steps to make sure Oklahoma strengthens its reputation as one of the nation's most business-friendly states. Long known primarily as

an energy and agricultural state, Oklahoma has established itself in recent years as a state on the move, with an ever-diversifying economy featuring growth

in such areas as aerospace-aviation and manufacturing. Oklahoma is a top 10 state for net migration gains; meaning people, businesses and jobs from across
the country are moving to the state. In 2014, Oklahoma had an estimated population of 3,878,000, including 349,000 Native Americans, the largest per capita

Native American population of any state.

SIGNIFICANT
ACCOMPLISHMENTS IN 2014:

Oklahoma is one of the nation's fastest growing states. Its gross domestic product
(the output of goods and services produced by labor and property used as the
broadest measure of economic activity) rose 7.3 percent from 2011-2013,
according to U.S. Bureau of Economic Analysis numbers. The 2013 growth rate,
4.2 percent, was more than double the national average of 1.9 percent and the
4th highest annual GDP growth rate among all states. Gross receipts to the state
treasury for fiscal year 2014 totaled $11.7 billion, reflecting growth of $469
million, or more than 4 percent, compared to fiscal year 2013.

The Fraser Institute ranks Oklahoma first on the list of best places for ease of
investment in oil and gas worldwide. In addition to the No. 1 ranking among 156
locations in Fraser's Global Petroleum Survey 2014, Oklahoma was ranked the
No. 1 location with medium-sized oil and gas reserves, No. 1 for investment in
petroleum exploration and development, and No. 1 for having the lowest barriers
for investment. Oklahoma accounts for more than 3 percent of the total U.S. oil
production and almost one-tenth of the U.S. natural gas production.

Oklahoma public colleges awarded a record level of degrees and certificates
in the last academic year, with a growing number of them in science and math

related fields.

SELECTED DEMOGRAPHIC INFO:

Population

2012
3,815,000

2013
3,851,000

2014
3,878,000

Per Capita Income $39,006 $40,620  $41,861

Unemployment Rate 5.2% 5.4% 4.5%

% of Total Workforce in State Gov't 2.2% 2.0% 2.0%

Public School Enrollment 673,190 681,578 677,325

Tax Collections per Capita $2,041 $2,042 $2,040

Primary Gov't Debt per Capita $714 $699 $633

More than 35,000 degrees and certificates were granted in Oklahoma during the
2013-14 school year.

In a study released June 2014, Find the Best ranked Oklahoma the second-best
state for recent college grads since the recession, based on median income,
unemployment rates and tuition costs.

Forbes ranked Oklahoma the 10th-best state for business, ninth-best state to
make a living, and the Oklahoma City Thunder fans the second-best fan base in
the NBA.

In June 2014, Thumbtack, in partnership with the Kauffman Foundation, released
its Small Business Friendliness Survey, in which Oklahoma was ranked seventh
in the nation for small business friendliness. Jon Lieber, Chief Economist of
Thumbtack, stated, "Creating a business climate that is welcoming to small,
dynamic businesses is more important than ever, and lawmakers in Oklahoma
are doing the right things to make this happen.”

In agriculture, Oklahoma is nationally ranked second in canola production, fourth
in wheat production, fifth in cattle production, eighth in hog production and in
the top 10 for production of pecans, peanuts, and peaches.

Better salaries, job opportunities and a cost of living that ranges from 88-90
percent of the national average have helped attract people from out of state.
More than 24,000 people moved to the state in 2013.




GOALS OF THE STATE:

OKLAHOMA'S BUDGET: To fix Oklahoma’s unsustainable budget trends - To
balance the budget, ensure the general revenue fund is not eroded further, and
improve the overall budgeting process, Governor Fallin proposed:

e Adopting performance-informed budgeting, which links spending to
measurable goals and outcomes.

* Redirecting $300 million of the $1.7 billion in agency revolving funds
to the General Revenue Fund in FY 2016, while pursuing long-term
policy changes regarding the need for large cash balances kept by some
agencies.

e (Considering non-budgetary policy issues only every other year, to ensure
that one of every two years is a budget-only session with increased
scrutiny and participation.

EDUCATION: To increase educational attainment - Oklahoma must raise high
school graduation rates and award more career technology certificates and
college degrees. To accomplish this goal, Gov. Fallin has proposed $25 million of
increased funding for the Department of Education and announced the launch
of Oklahoma Works, a new program that develops partnerships between K-12
schools, career tech, higher education and local businesses to help promote work
skills, increase degree/certificate completion and help steer students towards
available careers.

INCARCERATION RATE: To reduce Oklahoma's very high incarceration rate - Crime
and incarceration breaks apart families and leads to poverty. Efforts to pursue

Smart on Crime solutions need to be redoubled. To reduce the incarceration
rate among non-violent offenders and ensure they are getting treatment and
supervision, Gov. Fallin has:

e Advocated for greater use of mental health, drug and veterans courts that
steer non-violent offenders away from the justice system and towards
programs providing supervision and treatment.

e Proposed greater levels of funding for agencies that help implement
Smart on Crime policies, including a $5 million increase for the
Department of Mental Health and Substance Abuse Services and a $15
million increase for the Department of Corrections. Proposed the selection
of a steering committee of state leaders to ensure Smart on Crime policies
are being implemented.

HEALTH OUTCOMES: To improve Oklahoma’s physical well being - Oklahoma
ranks 44th in obesity, 45th in the nation in smoking rates, and worst in the
nation for prescription drug abuse. Gov. Fallin proposed the pursuit of state-
based solutions in partnership with businesses, health care providers, schools
and a broad coalition of Oklahomans to improve health outcomes. Gov. Fallin
has advocated:

e A$20 million increase for the Oklahoma Health Care Authority.

e The passage of a prescription drug monitoring bill to keep dangerous
prescription narcotics out of the hands of addicts.

o A statewide goal of decreasing heart disease deaths by 25 percent by
2025, which would save over 2,400 lives every year.

TOP 10 SOURCES OF TAX REVENUE*

FY2012($) FY2013($) FY2014(S)

1. Gross Production Tax - Qil and Gas 724,903,048 373,494,633 477,781,300
2. Tag Agent Remittance Tax 348,562,103 330,838,092 388,643,946
3. UseTax 206,228,223 221,082,285 237,162,483
4. Insurance Premium Tax 199,620,667 213,675,180 223,090,507
5. Gasoline Excise Tax 206,179,731 203,403,445 202,091,479
6. Cigarette Tax 227,840,813 210,231,001 195,926,775
7. Gaming Exclusivity Fees 124,300,610 129,286,255 123,376,190
8. Diesel Fuel Excise Tax 77,027,777 73,785,574 80,309,870
9. Worker' Comp Awards - Assesments 22,723,364 34,801,759 55,465,606
10. Tobacco Products Tax 34,415,644 37,643,515 40,243,152

*Excludes sales and income tax




STATE'S FINANCES

PRIMARY GOVERNMENT SOURCES OF REVENUE
RevenuesbySource  FY2012* FY2013* FY2014*

0.3%

Income Taxes 3.2 3.5 33
0

Sales Taxes 24 25 2.6 18'76 [ Grants and Contributions
B Other Taxes

Gross Production 0.9 0.5 0.7 I Gross Production Taxes
I Sales Taxes

Other 2.0 1.9 2.1 B ncome Tocs

Grants and Contrib. 7.1 6.9 7.3 I investment Earnings and Other
B Services

Services 14 1.7 1.4

Investments and Other 0.1 0.1 <0.1

*Figures are in billions USD

PRIMARY GOVERNMENT FUNCTIONAL EXPENSES

Expenses by Source FY2012* FY2013* FY2014*

Education - General 2.4 2.4 3.3

Higher Education 2.0 2.0 1.1 W Educton Gener!
|7 Higher Education

General Government 1.8 1.9 1.8 I General Govt
[ Health and Social

Health and Social Services 7.6 1.7 8.0 I Public Safety

Public Safety and Legal 1.1 1.1 1.1 8 Tans

ublic Safety and Lega . . . B ot
Transportation 0.8 0.9 1.0
Other 0.4 0.6 0.5

*Figures are in billions USD

“Half our life is spent trying to find
something to do with the time we have

rushed through life trying to save.”
-Will Rogers




TEN YEAR TAX FILING COMPARISON

27%

Percentage of
Total Filers

m 2005 % of Total
m 2014 % of Total

<10K 10-25K 25-50K 50-75K 75-100K >100K

Tax Filer Income Level
RAINY DAY FUND

The state's Rainy Day Fund is a reserve used to offset revenue shortfalls. Money is deposited into the Rainy
Day Fund when state revenue collections for a fiscal year exceed 100 percent of the official estimate. The
fund balance cannot exceed 15 percent of the General Revenue Fund estimate for the prior fiscal year. The
fiscal year 2014 rainy day fund balance was $535.2 million.

FUTURE ECONOMIC CHALLENGES

Areport released in June 2014 by the Information Technology and Innovation Foundation ranked Oklahoma
48th among states in meeting the knowledge-based, globalized, entrepreneurial, information technology-
driven and innovation-based needs of the new economy. The report's State New Economy Index cited
the workforce's educational attainment, employment in high-wage traded services, the state's economic
globalization, digitizing the economy and government, and the number of high-tech jobs as areas where
Oklahoma could improve.

Oklahoma has taken several steps to confront this challenge:

e The Oklahoma Department of Career and Technology Education system offers programs and services throughout nearly 400 public school districts, 29
technology centers with 59 campus sites, and 16 correctional facility skills centers. Annually, enrollment in Career Tech classes is about 500,000.

e Degrees in science, technology, engineering and mathematics have increased by 28 percent during the last 5 years. In 2014, more than 6,100 degrees were
granted in the disciplines, a nearly 4 percent increase from the previous year. In April 2014, Gov. Fallin signed a law providing criteria to designate communities
that specialize in the fields and increase the number of qualified job candidates.

"Declining oil prices is the major headwind facing the Oklahoma economy,” said Dan Rickman, a regent’s professor in economics at Oklahoma State University. “The
current forecast is for a minor decline in energy-related employment in 2015, but the decline will prove to be greater should oil prices fall further.” Mr. Rickman stated
while declining oil prices could slow economic growth, it isn't the entire picture as Oklahoma's economy has diversified and is not as dependent on oil and gas as it
was before the oil bust of the early 1980s.

We would like to hear from you! - Do you like this report? Do you believe it should include different information? Please contact OMES at 405-521-2141 and let us
know your thoughts.

This publication was printed by the Office of Managementand Enterprise Services as authorized by Title 62, Section 34. 150 copies have been printed ata cost of $201.A copy has been submitted to Documents.OK.gov in accordance
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