


[Tusa

ASSOCIATION
TO INVEST IN USA

(2) U.S. Citizenship and Immigration Services (USCIS) - the federal agency
in charge of administering the Program - has evolved in its requirements of
approvable economic methodologies that measure job creation impact of EB-
5 regional economic development. ITUSA has documented this evolution in
a recent article titled “T'rends in Approvals of Regional Centers in the EB-5
Investor Visa Program” by Lincoln Stone. The article is based on 200+

Regional Center designation notices dating back to the mid-gos through 2012.

See Appendix B for latest EB-s5 statistics from federal government.

See Appendix C for a copy of this article.

Based on the trends identified in the article, IIUSA is seeking peer-reviewed
framework on what makes (here are some “terms of art”) a “reasonable”
economic methodology that is “feasible” in the economic conditions of the
proposed market of development, and “reproducible” thanks to transparent data
sourcing with “verifiable detail ” IIUSA will also seek input directly from
USCIS’ Chief Economist on this section of the project.
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Table 1. EB-5 Countries by Investor Origin

~_Country of Birth ___Number Percent_
South Korea 129 437
~ People's Republic of China =~ 42 14.2
Taiwan 27 9.2
United Kingdom 18 81
The Netherlands 13 44
Japan : 12 4.1
Canada - T 2.4
India , 7 - 24
Germany 5 1.7
South Africa | 5 17
Other countries® 30 102
TOTAL . . 295 _ 100.0
‘ “Sample summary

Age at initial investment.

Figure 2 below presents the distribution of the age at the date of initial investment for the
investors. The median age of investor in the study sample at the date of initial investment is 44

years. The youngest investor in the sample was 20 years old at the date of initial investment; .
and the oldest investor was almost 76 years old.

9 Other countries in the sample comprising 1.0 percent of the total or less are: Indonesia, Hong Kong, Italy, Malawi, Mexico,

Poland, Switzerland, Brazil, Colombia, Congo, France, Ireland, Lebanon, Pakistan, North Korea, Russia, Spain, Thailand, and
Venezuela. :
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Figure 2. Age at Initial Investment
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Top Destination States

Table 2 displays a breakdown of the top ten destination states (i.e., state of current re3|dence

" referenced on Form

1-829) for the EB-5 investors in the study sample.

Table 2. EB-5 investor Destination States

State of Residence  Number Percent

California: 149 51.0
New York 41 - 140
Florida 12 4.1
Washington 12 41
New Jersey 9 31
Texas , 9 .34
Hawaii s 7 24
Massachusetts 5 1.7 -
Virginia 5 1.7
Georgia . 4 14
Other states ‘ 39 134
TOTAL _ 292 100.0

Sample summary. Three 1-829 f' Ies did not lnd/cate the state of residence.

The investors settled in 31 differenit states. More than half of the immigrant investors moved to
California. The second-most represented destination state for EB-5 investors is New York with

"
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| approximately 14 percent of the total The remaining states individually represent 4.1 percent of
the total or less. 4

Table 3 presents the breakdewn of the top destination states by country of origin.

~ Table 3. Destination States by Country of Origin

X MostPopular  Foreem ol oerpopular  Pereent of
Country of Origin " Destination Country's Destination °°“"W S
State EB-5 State(s) EB:5
. Investors Investors
Canada CA 286 AZ, CO, FL, MA 14.3
Germany : CA 40.0 . FL,NY, TX' 200
India . CA 71.4 _FL,PA 14.3
Japan CA . 4.7 . HI 167
People's Republic of China CA 76.2 WA R &

- South Africa - CA 400 FL, NJ, OH 20.0
South Korea . CA 44.2 NY 26.4
Taiwan : CA 734 HI, TX, WA 7.7
The Netherlands ; Mi 30.8 ' TX - 2341
United Kingdom . CA 611 . FL 222

For nine of the top ten EB-5 countries of origin, the top destination state is California. The
exception is the Netherlands where the top destination state is Michigan, which welcomed more
than 30 percent of the Dutch immigrant investors. California has particularly high concentrations
of EB-5 investors from China, Taiwan, and India — more than 76 percent, 73 percent, and 71
percent of EB-5 investors from these countries, respectively, live in California.

®

Family status

Table 4 presents the breakdown of the investors’ marital status and number of children. ,
Approximately 85. percent of the EB-5 investors are married, more than 92 percent of whom
have at least one child. The majority of the married investors in the sample have two children. -
Only 15 percent of the investors are single, 59 percent of whom do not have any children. The
vast majority of the investors |n the sample had at least one dependent who |mm|grated to the
U.s. wuth them. .
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Table 4. EB-5 Investors Family Status

NumBer of N Marital Status

Children Single _Married Total
0 26 18 44.(14.9%)
1 5 81 66 (22.4%)
2 10 129 139 (47.1%)
3 3 35 38 (12.9%)
4 0 o7 7 (2.4%)
5 o 1 1(<1%)

Total 44 (14. 9%) . 251 (85 1%) 295
Sample summary. Totals may not sum due to roundmg

Financial
Type of enterprise

Form 1-829 allows |mm|grant mvestors to select among three optlons regarding the type of
enterprise in which they mvested

" 1. Resulting from the creatlon of a new business
2. Resulting from the reorganization of an existing business
3. Resulting from a capital investment in an existing business.

More than 94 percent selected option 1: New enterprise from the creation of a new business.
Three investors indicated that their investment was in a new commercial enterprise resulting
from the reorganization of an existing business, and 11 investors indicated that their investment
was in a new commercial enterprise resulting from a capltal investment in an existing business.

Industry breakdown

The EB-5 participants in our sample invested in a diverse array of 64 mdustnes 10 Table 5
presents the top ten industries by number of mvestors

10 Form 1-829 does not have a standardized set of indusries from which to choose; applicants may indicate an industry they feel
best fits their business type. For the analysis, we mapped the “kind of business” entered by the EB-5 investor on Form I-829 to
IMPLAN industry sectors. When discussing the industry of investment, we refer to the IMPLAN industry sectors for
consistency. .
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Table 5. Top 10 Industries by Number of Investors

Industry ‘ Number of Investors _

Real estate - . 103
Dairy cattle and milk production 21
Hospitals - 18-
~ Aircraft manufacturing 15
Legal services - S 11
All other crop farming 10
Food services and drinking places 8

Tree nut farming
Elementary and secondary schools

(private schools)

Distilleries - 6

Other 88
TOTAL ; 295 .

Sample summary

Real estate is the most popular industry by a wide margin. Since the implementation of the EB-5
pilot program, an estimated 35 percent of investors have invested in the real estate industry.
The second-most popular industry category is dairy cattle and milk production with seven
percent of the investors. Industry popularity declines sharply within the remaining top ten
industries, illustrating the diversity of industries selected by immigrant investors as well as the
popularity of the real estate industry. ' ' '

Table 6 presents the most popular industries for the top ten EB-5 countries of origin. The real
estate industry is one of the most popular industries in which to invest for EB-5 participants for
nine of the top ten countries of origin. Again, the exception is the Netherlands, almost 85
percent of whose EB-5 investors invest in the dairy cattle and milk production industry. Other
top industries include aircraft manufacturing and hospitals for investors from China and food
services and legal services for investors from Taiwan.

Table 6. Popular Industries for Top EB-5 Countries by Investor Origin

"~ Percent of

Country of L
Origin Industries . ~ Country's Total
Real estate ‘ S 429
Construction
Canada ~ Dairy cattle and milk production 143
Food services and drinking places
Legal services . .
, Real estate _ 60.0
Germany e ' - ‘ - :

Hotels and motels : 20.0

14
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Retail - Building materials o . . v »
‘Real estate B ’ . 42.9

Jewelry and silverware manufacturing

-India Retail - Food and beverages 143
Retail - Fumniture and home fumishings
Un-laminated plastics mapufaqtudng ‘ _ '
Real estate = ' s 66.7 )
; All other crop farming
Japan Junior colleges, colleges, universities, and professional schools 8.3
* Monetary authiorities and depository credit intermediation
Mtor vehicle parts manufacturing ' ‘
Real estate )
Ajrcraft manufacturing o 9.5
ocoitie S S T
People’s Pl
Republic of y ;
China All °th9f crop farming
Fumiture / wholesale trade 48
Legal services
_Wholesale Trade _ ,
Real estate 600
South Africa A other crop faming 200
| Ship building and repair . : i
. ... Real estate . 38.0
South Korea — - '
Hospitals. _ . 101
Real estate ‘
Food services and drinking places ' 11.1
Legal Services ’
Taiwan 89 : . ‘ ‘ , .
Aircraft manufacturing ’
All other crop farming : . 7.4
. Wholesale trade —
The Dairy cattle and milk production , S 84.6
Netherlands ~_ . ' : T y
thg _ s Real estate ‘ L ‘ 154 i
Real estate _ ‘ : 889
United Food services and drinking places .
Kingdom  ppaterial handiing equipment . 56
manufactun'ng

* For both Chlna and Ta/wan multrple industries tied for the most popular /ndustry, hence the mclus:on of
multiple lndustnes in the top line of the “Industries” column.

Table 7 presents the most popular industries in the top ten EB-5 investor destination states.
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Table 7. Popular In‘dﬁstries in Top 10 States

State Industry  Percent of State's Total
California Real estate 416
Florida  Realestate 50.0
. Dairy cattle and milk ‘
. ’Georgla Production 50.0
Hawaii Real estate 42.9
Massachusetts . Real estatei , 40.0
Aircraft manufacturing B
New Jersey Real estate 22.2
New York Hospitals 26.8
) Dairy cattle and milk '
Texas oroduction 33',3.. ]
Vurglma Real estate - 80.0
“ 250

Real estate

Washington.

The real estate industry is one of the most popular industries for seven of the top ten states. In
\Virginia, for example, 80 percent of EB-5 participants in the sample invested in real estate
- ventures. The states of Georgia and Texas, on the other hand, welcome a high proportion of
immigrant investors who invest in the dairy cattle and milk production industry.

Business ownership -

‘Table 8 describes the percent of business owned by the EB-5 participants in the sample.

Table 8. Percent of Business Owned by EB-5 Inveétors

Percent of Business Owned Number Percent

Less than 10 percent
10-19 percent

20-49 percent

50-79 percent.

80-99 percent

100 percent

TOTAL

55.9
7.8
4.4
5.1
31
237
1000

Sample summary. One file did not include _informétion regarding the percent of the business owned. ;

Almost 56 percent of the investors own less than 10 percent of the companies in which they
invested. On the other hand, more than 23 percent of the investors owned 100 percent of the

companles in which they invested.

16
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Evaluating the percent ownership for the top ten industries, as shown in Table 9 below, reveals
several interesting relationships between the industries and ownership percentages.

Table 9. Percent Ownership for Top 10 Industries

Percent of business owned

* Industry .

_ , Less than 10 percent 100 percent
Real estate 83.5 ' 0 ‘
Dairy cattle and milk production 19.1 38.1
Hospitals " 100.0 0
Aircraft manufacturing 1000 - 0
Legal services . 100.0 " 0
Al other crop farming 0.0 f 100.0
Food services and drinking pléces 0.0 62.5
Tree nut farming ‘ 0.0 100.0
Elementary and secondary schools 100.0 0
Distilleries o -~ 100.0 - 0

More than 70 percent of the investors invested in the top ten industries. Of these, those who
invested in hospitals, aircraft manufacturing, legal services; elementary and secondary schools,
and distilleries own less than:10 percent of the enterprise. A similar relationship exists in real
estate where more than 83 percent of the investors own less than :10 percent of the business.

The opposite is true for the restaurant and agriculture-related industries. For example, all of the
. EB-5 participants who invested in the crop farming and tree nut farming industries owned 100
percent of the companies in which they invested. The food services and dairy cattle and milk
production industries show a similar relationship but to a lesser extent. These statistics may
reflect the varying capital investments required for these industries.

Total sample investment

Table 10 highlights the total mVestment for the top ten IMPLAN industry sectors by amounts
invested. This analysis is based on the sample of 295 immigrant investors who made their initial
investments from 1992 to 2007."

The real estate industry has received an estimated $70 million (or 28 percent of the total) from
EB-5 investors since the implementation of the pilot program. The second-most popular industry
by amount invested was dairy cattle and milk production, which received more than $25 million
(or 10 percent of the total). The remaining industries received investment amounts that equal
four percent of the total or less.

1t As mentioned previously, the program had lax standards through 1998 allowing for the receipt of promissory notes in lieu of
the total amount of investment required. The acceptance of promissory notes was discontinued in 1998.

17
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Total Investment for Top 10 Industries by Amount Invested
Industry Investment
Real estate - $ 69,984,528
Dairy cattle and milk production ' $ 25,021,858
Hospitals : - $ 9850470
Food services and drmkmg places . $ 9,501,317
All other crop farming - : $ 8,694,568
~ Aircraft manufacturing $ 7435822
~ Construction and maintenance of |
commercial and residential structures $ 6,882,711
Hotels and motels, including casmo
hotels _ ‘ $ 6,100,199
Legal services $ 6,073,656
Tree nut farming ‘ $ 579197

Initial investment

Sample summary. Investment amounts are in 2009 dollars.

Form 1-829 does not have a ﬁeld that indicates which investment bfrogr,am'was selected by the

EB-5 participant (i.e.,

through a Regional Center or not). Figure 3 presents a breakdown of the

initial investment amounts. These data do not reflect any possible subsequent investments;
these data are presented to gauge the interest in the Regional Center investment option.

200

—_
[$.]
o

Number of Investors
‘ —
o
o

Figure 3. Amount of Initial Investment

188

30 -, > 25
<$500 000 $500,000 $500,001 - $1,000,000 >$1,000,000
$999,099 - .

Amount of Initial Investment

The data in Figure 3 illustrate the popularity of the Regional Center investment option. More
than 73 percent of the investors (218 investors in the sample) invested the EB-5 Regional

TR
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Center current minimum inveé;tment requirement ($500,000) or Ies'fé.12 An additional 38 investors.

invested amounts greater than the Regional Center minimum requirement but less than the
minimum requirement for the non-Regional Center investment program. Thlrty-nlne investors (or
approximately 13 percent of the total) invested $1,000,000 or more.

Subsequent investments beyond the initial investments are not very common. Only 53 EB-5
investors in our sample (18 percent) invested additional funds following their initial investment.

Financial success of investments

Form 1-829 includes two questions that pertain to the overall financial success of the investment.
The first question asks if the enterprise filed for bankruptcy, ceased business operations, or if
there were changes in the business organization or ownership since the date of initial
investment. Only 8.8 percent of all the investors answered this question in the affirmative. This

indicates that, overall, the businesses into which EB-5 participants invested were successful by
this measure

The second question pertarnihg to financial success asks if the company sold corporate assets,
shares, property, or withdrew: capital since the date of initial investment. Only three percent of
the investors answered this questron in the affirmative, indicating a relatively high |eve| of
stability regarding the corporate structure and ownership of the businesses owned

3.2 Estimated Economic Impact

The economic analysis focuses on the direct, indirect, and induced rmpacts of EB-5 investments
on GDP and employment. The economic analysis is based on investors whose initial
investment was made from ‘2001 to.2006. :

Estimated Gross Domestic Product

Our estimates indicate that EB-5 participants have had a substantial impact on the U.S. GDP
since the program'’s inception. The annual impacts on GDP vary significantly depending on the
number of investors, amount of annual initial investment, and the industry sectors in which the
investments were made. Figure 4 displays the estimated impacts on GDP from 2001 to 2006.

12 The sample contained 30 cases in which the initial investment amount was reported as less than $500,000. We have no data -

that would allow us to explain these cases where the initial investment was below $500,000. These cases are distributed
among the years of the sample as follows: 1992 (1 case), 1995 (1 case), 1997 (1 case), 1998 (1 case), 1999 (3 cases), 2000

(2 cases), 2001 (4 cases), 2002 (1 case), 2003 (2 cases), 2004 (4 cases), 2005 (4 cases) and 2006 (6 cases). No such cases
were present in 2007.

13 No data exist to assess long-term vrabrhty of businesses created (or expanded) through the program.

19
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Figure 4. Estimated GDP Impact of EB-5 Investments
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- J:‘Amounts shown are in 2009 dollar terms.

EB-5 investments and the resulting economic activity added an estimated $700 million (in 2009
dollars) to the U.S. GDP from 2001 to 2006. This is equivalent to an average impact on GDP of
approximately $117 million per year. GDP is a measure of the valiie added contributed by the
EB-5 investments. Of the total GDP impact, $162 million was dlrect activity into the invested
industries. An additional $254 million was generated in indirect actnvnty from industry spending,

and finally, a subsequent $284 million was generated in induced actwnty from personal
spending.

Within the timeframe analyzed, the program in 2005 created the largest impact on GDP, when
an estimated $213 million was added to the U.S. economy through EB-5 investments.
Interestingly, the impact on GDP was greater in 2005 than 2006 even though the total
investment in 2006 was greater than in 2005. This result is attributable to a difference in the.
industry mix between 2005 and 2006. Industry multipliers are dependent on the industries in
which investments are made. The industry mix changes annually throughout the analysis
timeframe and, thus, the overall program multiplier also varies on an annual basis.

Table 11 presents the top ten industry sectors‘ by increase in GDP for the years 2001 to 2006.

20
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Table 11. Top Industry Sectors' by Increase in GDP, 2001-2006

ihd'ustry Sector increase in GDP

Real estate establishments $ 66,814,308
Wholesale trade businesses $ 55,148,912
Increased earnings from rental activity

for owner-occupied dwellings $ 28'298’238
Food services and drinking places $ 20,292,076
Monetary authorities and depository $ . 17.914,610
credit intermediation activities | B
Electric power generation, 7
transmission, and distribution § 17,665,786
Paperboard containér manufacturing $ 17,040,228
Management of companies and - .
enterprises $ 16’092’289
Private hospitals $ 15,494,816
Personal care services $ 15,064,669

Amounts shown are in 2009 dollar terms.

From 2001 to 2006, the real estate industry sector experienced the highest impact on GDP with
an estimated increase of almost $67 million. The second-most impacted industry sector in terms
of GDP was wholesale trade businesses, which experienced an estimated increase of more
than $55 million. In total, the top ten industry sectors by increase in GDP experienced an

- estimated increase of almost $270 million from 2001 to 2006. '

Table 12 presents the top ten mdustry sectors by increase in annual jobs for the years 2001 to
2006.

Table 12. Top Industry Sectors by Increase in Annual Jobs, 2001-2006

Industry Sector o _,Annqa,l Jobs -

Real estate establishments , 1,568
Personal care services 7 889
Food services . 850

" Wholesale trade businesses 546
Dairy cattle & milk production . 306
Motor vehicle & parts retail 303
Automotive repair ' 4 7290
Paperboard container manufacturing ' 256

. Furniture & home furnishings retail K - 256
Private hospitals 246

14 We present the analysis based on IMPLAN industry sectors because their titles are more descriptive (and easier to
understand) than the NAICS titles. These industries sectors are defined by IMPLAN. IMPLAN bases its industry sectors on

NAICS industry classifications; however, they are not a one-to-one match. See Appendix B for the IMPLAN industry sector —
NAICS code industry crosswalk
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In addition to experiencing the highest estimated impact on GDP from 2001 to 2006, the real
estate industry sector also saw the generation of the most annual jobs over the same time
period with an estimated 1,569 annual jobs created. The second-most impacted industryin -
terms of annual jobs created was the personal care services industry, which experienced an
estimated increase of 869 annual jobs from 2001 to 2006. The personal care industry sector
comprises establishments, such as barber and beauty shops that provide appearance care
services to individual consumers. In total, the top ten industry sectors in terms of increase in
annual jobs experienced an estimated increase of almost 5,500 annual jObS due to the EB-5
program from 2001 to 2006. ‘ :

Estimated Emplo yment

Annual immigrant investor activity across the United States has generated or saved significant
employment from 2001 to 2006." As shown in Table 12 above, some industries generate a

particularly large number of jobs, mcludmg real estate establishments, personal care services,
and food services and dnnklng places.'®

Figure 5 presents the estlmated employment impacts generated by EB-5 investments from 2001
to 2006.

Figure 5. Estimated Employment Impact of EB-5 Investments
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15 Not all of the increased GDP franslates into new job creation. In some cases, the mpéct comes in the way of increases in-

hours of work among employed workers amove from part-time to full-time work and, in some cases, from higher worker
productivity.

16 IMPLAN employment estimates mclude both full-fime and part-time employment.

2

30



IIUSA . IUSA DOC#0032102 - www.iiusa.org

M ASSOCIATION

[l TO INVEST IN USA

From 2001 to 2006, EB-5 investments helped create an estimated 12,000 annual jobs for
workers in the U.S. On average, the estimated annual impact associated with EB-5 investment
was approximately 2,000 annual jobs. Of these jobs, it is estimated that 48 percent were direct,
22 percent were indirect, and 30 percent were induced. As indicated above, “annual jobs” refers
to the number of “bodies” who get a job; we use the terms annual Jobs and jobs
interchangeably. , 3

Between 2001 and 2006, the, year with the hlghest level of employment creation was 2005 when
an estimated 3,000 annual jobs were created or sustained. Of those, direct, indirect, and
induced jobs represent an estimated 38 percent, 28 percent, and 35 percent of the total,
respectlvely ' :

Variations in the employment impacts depend on the number of investors; amount of
investment, and characteristics of the industries in which the investments were made, among
other things. In some years, the employment multiplier—the number of indirect and induced job-
years generated from direct investment—was relatively high due to the industry mix. In those
years, there was significant investment in professional sectors (and, in one case, manufacturing,
which generally generates large impacts throughout the rest of the economy).

The EB-5 program requires that the investment generate at least 10 direct, indirect, or induced

jobs per investor, depending on the investment option selected. Our estimates suggest that EB- -
5 investors contributed apprommately 21 dlrect indirect, or lnduced jObS on average from 2001

to 2006.

Estimated Federal Tax Re venue

It is estimated that the Federal government has accrued millions of dollars in tax revenues as a
result of immigrant investors’ contribution to the U.S. economy. These revenues come from
social insurance taxes (such as taxes on employee and employer contributions to retirement
programs), indirect business taxes (such as excise taxes or duty taxes), corporate profits taxes,
and personal taxes. Figure 6 presents Federal tax revenue estimates resulting from EB-5
partncnpants investments.
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Figure 6. Estimated Federal Tax Revenues Resulting from EB-5 Investments
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The Federal government accrued more than $100 million in estimated tax revenues from EB-5
investments from 2001 to 2006. This amounts to approximately $17 million per year, on
average. The year with the highest tax revenues was 2005 when the Federal government likely
received more than $30 million in tax revenues.

The largest component of Federal tax revenues resulting from EB-5 investments was social
insurance-related taxes. On average, the Federal government likely accrued more than $8
million (or approximately 50 percent of the average yearly total) from social insurance-related
tax revenues. The second-largest estimated component is personal taxes. The Federal
government likely received more than $6 million per year, on average, in personal tax revenues,

equivalent to approximately 36 percent of the average yearly total. The final two components ~ °

corporate profits taxes and indirect business taxes — amount to approximately $1.5 million per
year and $1.0 million per year, respectively.

Estimated State and Local Tax Revenue

State and local governments have also accrued millions of dollars in estimated tax revenues as
a result of immigrant investors’ contribution to state and local economies. These revenues come
from taxes on dividends, social insurance taxes, indirect business taxes, corporate profits taxes,
and personal taxes. Figure 7 presents the estimated state and local tax revenues that are
accrued from EB-5 participants’ investments.
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