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MINUTES OF THE-egislativecOMMITTEE ON Economic Development
The meeting was called to order by Representative Jim Braden at

Chairperson

_7:00  am/pm. on March 21, 1986 19__ in room 123-8  of the Capitol.

All members were present except:

Committee staff present:

Belden Daniels
Paul West

Visitor's Register (Attachment "KM

Conferees appearing before the committee:

The Chairman called the meeting to order. Daniels distributed a
bill draft on the small business venture capital act. (Attachment "A")
Daniels called attention to Sec. 4 (Venture Capital Tax Credit Provision)
(b) and (c¢) and explained the financing.

Daniels reviewed Sec. 6 (Certification) stressing that a company
seeking to be certified as a Kansas capital company must meet the level
of capitalization in order to qualify for the tax credits.

Sec. 8 (¢). Daniels said an annual review was a very important factor
in that an annual review of each capital company would determine if they
are meeting the requirements of certification.

Daniels passed out bill draft (Attachment "B") on research and develop-
ment tax credits. He also passed out a bill draft establishing the Kansas
Technology Enterprise Corporation (KTEC) (Attachment "C'"), and Senate Con-
current Resolution No. 1635 (Attachment '"'D") which is to amend the con-
stitution on internal improvements. Daniels asked the Commission to note
the amendment on page 2 which calls for the amendment to be submitted in
the primary election instead of the general election.

A copy of House Bill No. 2960 by Representative Helgerson was dis-
tributed which would establish the membership and organization of Kansas,
Inc. (See Attachment "E'"). Kansas, Inc. would replace the Kansas Advisory
Commission to the Kansas Department of Economic Development. He noted the
advisory commission has not met since November 1984.

Daniels passed out Attachment "F' concerning legislative committees;
Attachment "', concerning tax exemption of property for economic develop-
ment purposes, and Attachment "Y', concerning method of distribution of
grants.

Daniels asked the commission to note language in House Concurrent
Resolution No. 5047 on page 2 which states '"for the purpose of manufacturing,
fabricating, assembling, processing or finishing articles of commerce or
research and development, and warehousing goods which are sold or traded
in interstate commerce which is a primary job creating industry or business'.
Discussion followed regarding this language and Daniels proposed adding on
line 54 of House Concurrent Resolution No. 5047 ''mecessary to facilitate
the job creating expansion of an existing business or industry".

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page

of 2 _




CONTINUATION SHEET

MINUTES OF THE Legislative COMMITTEE ON Economic Development

room 123-S | Statehouse, at _7:00 __ a.m./p/m. on March 21, 1986 19

Daniels felt House Bill No. 2951 (Attachment. '"I'") was a very high level
of legislative drafting. Only three of the ten marketing positions in the
Department of Agriculture will go to the Department of Commerce. The three
positions are involved with international agricultural marketing.

The Chairman announced the next meeting would be Thursday morning,
March 27, 1986.

Meeting adjourned 9:00 A.M.
Attached for Commission review are research papers prepared by KDED

staff and also staff at the Institute of Public Policy and Business Rgsearch
at the University of Kansas for Commission information. (Aﬁhckrnad J)

Approved by Commission
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BILL NO.

By

AN ACT enacting the small business venture capital act;
prescribing the purpose of such act; certification of
capital companies; granting certain income tax credits; and
providing for the administration of the provisions of the

act.

Be it enacted by the Legislature of the State of Kansas:

Section 1. Need Statement. The lack of risk capital is a

significant impediment to the further growth and diversification
of the Kansas economy. Difficulty in obtaining equity financing
for small and expanding firms in Kansas inhibits the adoption of
new and innovative production techniques, the development of new
products, the restructuring of existing industry and the creation
of new jobs. Therefore, the 1legislature enacts this capital
companies tax 1incentive program in order to diversify and
stimulate the economy of the state, to attract new jobs, to
retain existing jobs, and to retain and generate in the state the
financial resources necessary to foster a growth econcmy.

Sec. 2. Mission tatement. The purpose of the small

business venture capital act is to facilitate the formation of
private venture capital companies by granting tax credits against
the Kansas 1income tax liability of individuals or entities
investing in venture capital companies that make primarily equity
investments in Kansas based businesses which are primary, job and
wealth creating enterprises.

Sec. 3. Definitions. For the purposes of this act, the

following terms shall have the meanings provided herein, wunless
the context clearly indicates otherwise:
(a) "Capital company" means any partnership or corporation,

whether organized on a profit or nonprofit basis, that has as its
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primary business activity the investment of funds in return for
equity in other «companies that are in need of capital for
survival, expansion, new product development or similar business
purposes and that may be certified by the secretary as meeting
the criteria of this act and thus eligible for the tax credit
provided in this act.

(b) T"Department” means the department of commerce.

(c) "Kansas business” means any small business owned solely
by a Kansas resident, any partnership, association or corporation
domiciled in Kansas, or any corporation, even if a wholly owned
subsidiary of a foreign corporation, that does business primarily
in Kansas or does substantially all of its production in Kansas.
The department shall provide by rule and regulation definitions
of "small business," "primarily doing business in the state" and
of "substantially all of its production.”

(d) "Secretary" means the secretary of the department of
economic development.

Sec. 4. Venture Capital Tax Credit Provision. (a) A credit

may be claimed by a person, either natural or artificial, against
the person's Kansas income tax in the year in which the person
invests in a «certified capital company and 1in every year
thereafter to the full income tax liability of the person until
the credit is exhausted.

(b) The credit shall be calculated by the department as 25%
of the person's cash investment into a certified Kansas capital
company, not the value of property or services contributed.

(c) No more than 25% of the tax credit allowed under
subsection (b) may be credited against the taxpayer's Kansas
income tax liability for any taxable year. If the amount of the
tax credit exceeds the taxpayer's tax liability for the taxable
year, the amount of the credit which exceeds the tax liability
may be carried back or carried forward in accordance with the
provisions of section 46(b) of the internal revenue code of 1954,
as amended.

(d) The secretary may grant credits for no more than



$24,000,000 of new investments in qualified capital companiesiin
any one_ year. The credits shall be allocated to qualified
companies in the order that completed applications for
designation as qualified capital companies are received by the
secretary. However, investors in Kansas risk and venture capital
firms established after July 1, 1984, which otherwise meet the
requirements specified in this act shall be, upon certification
of the «capital company, entitled to the tax credit provided in
this act in the calendar year in which the investment was made.

Sec. 5. Implementation. The secretary, in addition to other

grants of authority to promote the industrial development of the
state, shall adopt policies and procedures or rules and
regulations to 1implement this act on or before October 1, 1886,
and shall serve as a clearinghouse for information relevant to
potential incorporators or organizers of capital companies and
for the locating and promoting of Kansas businesses seeking
infusions of capital from transfers of equity.

Sec. 6. Certification. (a) The department shall promulgate

policies and procedures or rules and regulations for making an
application for «certification of a capital company and shall
specify the information that must be submitted at the time of
application. No capital company shall be certified until the
department has 1issued policies and procedures or rules and
regulations as required in section 5. A company seeking to be
certified as a Kansas capital company must specify the level of
capitalization that the company expects to qualify for the tax
credits provided for in this act. The application must show that
the applicant's purpose 1is to encourage and assist 1in the
creation, development and expansion of Kansas-based businesses
and to provide maximum opportunities for the employment of
Kansans by making venture capital available to sound small Kansas
firms.

(b) The department, through the secretary, shall review the
articles of incorporation or the articles of partnership of each

applicant for «certification and the business history of the



applicant, determine that the capitalization 1is at least
$1,500,000, and determine that the officers and board of
directors or partners are thoroughly acquainted with the
requirements of the capital companies tax credit program and the
certification and decertification procedures.

(c) Within 60 days of application, the secretary shall
issue the certification and notify the department of revenue of
said certification or shall refuse the certification and explain
to the applicant the grounds for the refusal, including
suggestions for the removal of those grounds.

Sec. 7. Maintaining Certification. (a) To continue in

certification, a capital company must:

(1) Invest at least 30% of its capitalization at the end of
the 1initial four years in such a manner as to acquire eguity in
the companies in which the investments are made;

(2) have invested 50% total in the same fashion at the end
of seven years; and -

(3) have a total of 75% of 1its initial capitalization
invested in the acquisition of equity at the end of nine years
under the program.

(b) At the fourth vyear, seventh year and ninth vyear
investment levels, at least 60% of the total investment of the
capital company must be in Kansas businesses in which the funds
so invested were to be used solely for the purpose of enhancing
their productive capacity or ability to do business within the
state or to add value to goods or services produced or processed
within the state.

(c) No more than 20% of the assets of a capital company may
be invested in the equity of a single company at any one time.

(d) The wuse of invested funds by a Kansas business for oil
and gas exploration and development, for real estate development
or appreciation, for banking or lending operations, or service or
retail shall not be counted for purposes of the continuance of
certification.

(e) Documents and other materials submitted by capital



companies or by Kansas businesses for purposes of the continuance
and certification shall not be public records if such records are
determined to be trade or business secrets and shall be
maintained in a secured environment by the secretary.

Sec. 8. Annual Review. (a) Each qualified Kansas capital

company shall report to the secretary on an annual basis such
information as the secretary requires to be submitted.

(b) The secretary shall provide this information contained
in subsection (a) to the department of revenue on an annual
basis.

(c) The secretary shall conduct an annual review of each
capital company certified under the program to determine if the
capital company is abiding by the requirements of certification,
to advise the capital company as to the certification status of
its investments, and to ensure that no investment has Dbeen made
in violation of the provisions of this act and the policies and
procedures or rules or regulations promulgated by the department.
The cost of the annual review shall be paid by each capital
company according to a reasonable fee schedule adopted by the
secretary.

(d) Any violation shall be grounds for decertification
under this section. 1If the secretary determines that a company
is not in compliance with any requirements for continuing in
certification, he shall, by written notice, inform the officers
of the company and the board of directors or partners that they
will be decertified in 120 days from the date of mailing of the
notice unless they correct the deficiencies and are once again in
compliance with the requirements for certification.

(e) At the end of the one hundred twenty day grace period,
if the capital company is still not in compliance, the secretary
shall send a notice of decertification to the company and to the
secretary of the department of revenue. Decertification of a
capital company shall cause the forfeiture of any right or
interest to a tax credit under the program and shall cause the

total amount of tax credit previously claimed by persons under



the program to be due and payable with that year's income tax
liability. These amounts are due notwithstanding the fact that
the vyears for which the credits were originally taken may have
;prescribed.

(f) Following each annual examination, the secretary shall
notify the department of revenue of any companies that are not in
compliance with this section.

(g) The department of revenue shall send written notice to
the address of each person whose tax credit has been forfeited,
using the address last shown on the person's last income tax
filing.

Sec. 9. Decertification. At any time a capital company may

voluntarily decertify 1itself by sending written notice of
decertification to the secretary and by remitting to the
secretary of the department of revenue full payment of all tax
credits claimed by investors wunder its participation in the
certification program. These amounts are due notwithstanding the
fact that the years for which the credits were originally taken
may have prescribed. Thereafter, the company shall be a full
subrogee to the state of Kansas through the department of revenue
for such sums as were remitted by the company against 1its
investors or equity owners.

Sec. 10. Accountability. (a) The secretary  of the

department of economic development shall report annually to the
governor and the legislature and to each certified capital
company detailing:

(1) The number of capital companies;

(2) the total tax credit generated;

(3) the total investments made under the program;

(4) the total investments in Kansas businesses;

(5) an estimate of jobs <created or preserved wunder the
program; and

(6) an estimate of the multiplier effect on the econocmy of
the program.

(b) Additionally, the secretary shall attempt to evaluate



the success or lack of success of the program and may include
specific recommendations for legislation.

(c) Five years after the effective date of this act, a
special review panel shall be convened to perform a financial and
program audit of the act. The panel shall consist of 12 members,
who are not members of the board of directors, as follows:

(1) Six chosen by the governor, of whom:

(A) Three shall be entrepreneurs or representatives of the
business community;

(B) one shall be scientists or engineers from either
educational institutions or private enterprise; and

(C) two shall be representatives of the private financial
community;

(2) three chosen Dby the president of the senate, of whom:

(A) One shall be an entrepreneur or representative of the
business community;

(B) one shall be a scientist or engineer from either an
educational institution or private enterprise; and

(C) one shall be a representative of the private financial
community; and

(3) three chosen by the speaker of the house of
representatives, of whom:

(A) One shall be an entrepreneur or representative of the
business community;

(B) ocne shall be a scientist or engineer from either an
educational institution or private enterprise; and

(C) one shall be a representative of the private financial
community.

(b) All panel members shall be recognized by their peers
for outstanding knowledge and leadership and have particular
experience with those small, exporting enterprises of special
importance to the Kansas economy.

(c) The panel will have six months to review the tax credit
provision and the activities and 1investments of the certified

capital companies, including:



(1) A performance analysis of the extent to which the
objectives stated in the act have been achieved; and

(2) the economic and fiscal 1impact of the act on the
state's economy and jobs created.

(d) Based on the panel’'s findings, it will recommend to the
legislature one of the following actions:

(1) Continue the venture capital tax credit and statutory
provisions relating to capital companies;

(2) continue the act, but with modifications recommended by
the committee; or

(3) repeal the act.

Sec. 11. Liability. The state of Kansas may not Dbe held

liable for any damages to an 1investor in a Kansas capital
company.

Sec., 12. Effective Date. This act shall take effect and be

in force from and after and 1its publication 1in the Kansas

register.
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BILL NO.

By

AN ACT relating to the taxation of income; granting certain
credits to corporations for the investment in research and

development activities.

Be it enacted by the Legislature of the State of Kansas:

Section 1. Every corporation shall be entitled to claim a
credit for 1investment in research and development activities in
an amount equal to 6 1/2% of the amount by which the amount
invested in such activities, within this state in the tax year
for which such credit 1is claimed against the tax liability
imposed against such taxpayer pursuant to article 32 of chapter
79 of the Kansas Statutes Annotated, exceeds the corporation's
average expenditure for such purpose during the three immediate
preceding years of the taxpayer. In no case shall such credit
exceed an amount equal to 25% of the total tax liability of the
taxpayer in any one year.

For the purposes of this section "investment in research and
development activities"™ shall mean and include expenditures
incurred in connection with the taxpayer's trade or business
which represents research or development costs in the
experimental or laboratory sense. The term includes generally
all costs incident to the development of an experimental or pilot
model, a plant process, a product, a formula, an invention, or
similar property, and the improvement of already existing
property of the type mentioned. The term does not include
expenditures such as those for the ordinary testing or inspection
of materials or products for quality control or those for
efficiency surveys, management studies, consumer surveys,
advertising, or promotions.

Sec. 2. This act shall take effect and be in force from and

after its publication in the Kansas register.
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BILL NO.

By

AN ACT establishing the Kansas technology enterprise corporation;

and prescribing its purpose, powers, duties and functions.

Be it enacted by the Legislature of the State of Kansas:

Section 1. Statement of need. The legislature of the state

of Kansas finds that:

(a) There exists in the state a great and growing
opportunity for cooperation between private enterprise and
educational institutions in the areas of innovation, basic and
applied research and the transfer of new technologies between
educational institutions and private enterprises;

(b) there exists a lack of seed-capital financing for the
development of new products or processes by small innovative
enterprises or new enterprises engaged in, or supplying to, key
exporting industries of special importance to the Kansas economy;

(c) encouraging these activities can 1lead to 1increased
industrial and commercial development to provide and maintain
employment and revenues which are important functions to the
state;

(d) these activities can improve the pace at which existing
industries 1innovate and grow, increasing opportunities for small
and large enterprises alike and creating new exporting industries
and services within the state, resulting in increased employment
and public revenues; and

(e) these opportunities for innovation and growth 1lie
particularly in those small enterprises engaged in agricultural,
manufacturing and technology based exporting industries, which
are increasingly recognized as the sources of new Jjob creation

within Kansas and the nation.

ANitachment C



Sec. 2. Mission statement. (a) The purpose of the Kansas

technology enterprise corporation 1is to foster innovation in
existing industry and the development of new 1industry 1in Kkey
exporting areas of special importance to the Kansas economy,
especially in those small enterprises including, but not limited
to:

(1) Existing resource based industries of agriculture, oil,
gas, coal and helium,

(2) existing advanced technology industries of aviation,
pharmaceuticals, ccmputers and electronics; and

(3) emerging industries of telecommunications, computer
software, information services and research services.

(b) The corporation shall achieve the purpose stated 1in
subsection (a) of this section by:

(1) Financing centers of excellance at education
institutions to engage in basic research that potentially has
application in existing and new Kansas industries; 4

(2) awarding applied research matching grants to
educational institutions and private enterprises in order to move
innovation and applied research toward commercial application;
and

(3) engaging in seed-capital financing for the development
and implementation of innovations or new technologies for
existing resource, technology based and emerging exporting
industries;

(4) providing technical referral services to such small,
new, emerging or mature exporting enterprises and encouraging
educational institutions to establish technical information data
bases and industrial liaison offices which are easily accessible
by both private and public sector organizations.

Sec. 3., Definitions. As used in this act:

(a) "Applied research" means those research activities
occurring at educational institutions and in private enterprises,
which have potential commercial application in key exporting

areas of special importance to the Kansas economy;



(b) "basic research" means research that has longer range
generic value to an industry classification or group of
companies. It 1is distinguished from applied research which has
more present value to a single company or project to be achieved
in a limited time period;

(c) "corporation" means the Kansas technology enterprise
corporation;

(d) "educational institutions™ means public and private
community colleges, colleges and universities in the state;

(e) T"enterprise"” means a firm with its principal place of
business in Kansas which is engaged or proposes to be engaged 1in
this state 1in agricultural, natural resource based or other
manufacturing, research and development, or the provision of
technology based services;

(f) "innovation" means any new technology, product or
process without regard to whether a patent has or could be
granted;

(g) "new technology" means the development through science
or research of methods, processes and procedures, including but
not limited to those involving the utilization of agricultural
products and by-products and oil and gas and other mineral
resources, for practical application in industrial and service
situations;

(h) T"person™ means any individual, partnership, corporation
or joint venture carrying on business or proposing to carry on
business within the state;

(i) "product"™ means any product, device, technique or
process, which is or may be -exploitable commercially; however,
"product”™ does not refer to basic research but shall apply to
such products, devices, techniques, or processes which have
advanced beyond the theoretical stage and are in a prototype or
practice stage;

(j) ™"qualified security" means any public or private
financial arrangement, 1involving any note, security, debenture,

evidence of indebtedness, certificate of interest or



participation in any profit-sharing agreement, preorganization
certificate or subscription, transferable security, 1investment
contract, certificate of deposit for a security, certificate of
interest or participation in a patent or application therefor, or
in royalty or other payments under such a patent or application,
or, 1in general, any interest or instrument commonly known as a
"security" or any certificate for, receipt for, guarantee of, or
option, warrant or right to subscribe to or purchase any of the
foregoing to the extent allowed by law; |

(k) "seed capital" means financing that is provided for the
development, refinement and commercialization of a product,
process or innovation, whether for the startup of a new firm, the
expansion of a vyoung, small firm or the restructuring of a
mature, small firm;

(1) "small business™ means an enterprise engaged in
manufacturing having 500 or fewer employees and all other
business enterprises having 100 or fewer employees; and

(m) T"exporting” means those Kansas enterprises that sell
goods or services outside the state and their suppliers.

Sec. 4. Powers. To carry out the purposes specified in
section 2 of this act, the corporation shall have all the powers
necessary to carry out its purposes, which include the power to:

(a) Make, amend and repeal bylaws, rules and regulations
for the management of its affairs;

(b) sue and be sued;

{c) make contracts and execute all instruments necessary Or
convenient for carrying out its business;

(d) acquire, own, hold, dispose of and encumber real or
personal property of any nature, both tangible and intangible, of
any nature or any interest therein;

(e) enter into agreements or other transactions with any
federal, state, county or municipal agency and with any
individual, corporation, enterprise, association or any other
entity involving applied research and technology;

(f) acquire real property or an interest therein, by



purchase or foreclosure, where such acquisition is necessary or
appropriate to protect or secure any investment or loan in which
the corporation has an interest;

(g) sell, transfer and convey any such property to a buyer,
and in the event such sale, transfer or conveyance cannot be
effected with reasonable promptness or at a reasonable price, to
lease such property to a tenant;

(h) 1invest any funds appropriated by the state and held in
reserve in funds not required for immediate disbursement, in such
investments that may be lawful for fiduciaries in this state, and
invest funds received from gifts, grants, donations and other
operations of the corporation in such investments as would be
lawful for a private corporation having purposes similar to the
corporation;

(i) Dborrow money and give guaranties, provided that the
indebtedness and other obligations of the corporation shall be
payable solely out of its own resources, and shall not constitute
a pledge of the full faith and credit of the state or any of 1its
revenues;

(j) appoint officers, consultants, agents and advisors, and
prescribe their duties and compensation;

(k) appear in 1its own behalf before boards, commissions,
departments or other agencies o¢f municipal, county or state
government or federal government;

(1) procure insurance against any losses in connection with
its properties in such amounts from such insurers as may be
necessary or desirable;

(m) consent, subject to the provisions of any contract with
note-holders, whenever it considers it necessary or desirable 1in
the fulfillment of the purposes of this act, to the
modifications, with respect to the rate of interest, time payment
or of any installment, of principal and interest or any terms of
any contract or agreement of any kind to which the corporation is
a party;

(n) accept any and all donations, grants, beguests and



devises, conditional and otherwise, of money, property, services
or other things of value which may be received from the United
States or any agency thereof, any governmental agency, or any
institution, person, firm or corporation, public or private, to
be held, used or applied for any or all of the purposes specified
in this act, in accordance with the terms and conditions of any
such grant; receipt of each such donation or grant shall be
detailed in the corporation's annual report; such report shall
include the donor br lender's identity, the nature of the
transaction and any conditions;

(o) trade, buy or sell qualified securities;

(p) finance, conduct or cooperate in the financing or
conducting of scientific, technological, business, financial or
other investigations which are related to or likely to lead to
business and economic development, involving natural resources,
innovation, applied research and new technology, by making and
entering into contracts or other appropriate arrangements,
including the provisions of grants, loans and other forms of
assistance;

(g) solicit, study and assist in the preparation of
business plans and proposals of new or established resocurce and
technologically oriented enterprises, particularly 1in those
exporting areas of special importance to the Kansas economy;

(r) prepare, publish and distribute, with or without charge
as the corporation may determine, such technological studies,
reports, bulletins and other materials as it considers
appropriate, subject only to the maintenance and responsibility
for confidentiality of the <client proprietary information and
encourage educational institutions to develop and disseminate
similar materials;

(s) organize, conduct, sponsor or cooperate with, and
assist both the private sector and educational institutions 1in
the conduct of, special institutes, conferences, demonstrations
and studies relating to the stimulation and formulation of

innovation, applied science and technologically oriented



enterprises and studies relating to the formulation of resource
and technologically oriented enterprises and industry endeavors;

(t) provide and pay for such advisory services and
technical assistance that may be necessary or desirable to carry
out the purposes of this act;

(u) own, possess and take license in, patents, copyrights
and proprietary processes and negotiate and enter into contracts
and establish charges for the use of such patents, copyrights and
proprietary processes when such patents and licenses for
innovation or inventions result from research sponsored by the
corporation in a private enterprise or when the corporation
finances a product developed by a private enterprise;

(v) negotiate royalty payments to the corporation on
patents and licenses for innovations or inventions arising in the
course of research sponsored by the corporation at educational
institutions under the Jjurisdiction of the Kansas board of
regents; such negotiated royalty arrangements should reflect an
appropriate sharing of legal risk as well as financial return
between the corporation and educational institution; such patents
and licenses shall be in keeping with the patent policies of the
Kansas board of regents;

(w) exercise any other powers necessary for the operation
and functioning of the corporation within the purposes authorized
in this act;

(x) participate with any state agency or educational
institution in developing specific programs and goals to assist
in the development of industrial innovation, applied research and
new technology in those exporting areas of special importance to
the Kansas economy and monitor performance;

(y) cooperate with the department of commerce regarding
financial assistance programs targeted to small enterprises
engaged in key exporting industries of special importance to the
Kansas economy; and

(z) provide resource based, scientific and technological

data and information reguired by the governor, the legislature,



or its committees, and to state agencies, educational
institutions and cities, counties and school districts and to
private citizens and groups, within the limitations of the
resources available to the corporation. This service shall be in
addition to any services currently provided by any educational
institution, committee or other organization;

(aa) the corporation shall be exempt from all franchise,
corporate business and income taxes levied by the state. However,
this act 1is not intended to exempt from any such taxes, or from
any taxes levied in connection with the manufacture or sale of
any products or processes which are the subject of any agreement
made by the corporation, or any person entering 1into any
agreement with the corporation;

(bb) documents and other materials submitted to the
corporation by Kansas businesses shall not be public records 1if
such records are determined to be trade or business secrets and
shall be maintained in a secured environment by the president;

(cc) the corporation shall not be subject to state
purchasing laws.

Sec. 5. Board of directors. (a) The Kansas technology

enterprise corporation is created as an independent, nonprofit,
public corporation.

(b) The corporation shall be governed by a board of 11
members who shall be residents of this state. The board shall
consist of the governor, or the secretary of the department of
commerce, and 10 directors appointed by the governor, subject to
senate confirmation as provided in K.S.A. 75-4315b, and
amendments thereto, as follows:

(1) Five directors shall be persons from the private sector
who have demonstrated leadership, knowledge and experience in key
exporting industries of special importance to the Kansas economy
including those small enterprises which include, but are not
limited to:

(A) Existing resource based industries of agriculture, oil

and gas;



(B) existing advanced technology 1industries of aviation,
manufacturing and information and design; and

(C) emerging industries of telecommunications, computer
software, information services and research services;

(2) three directors shall Dbe engineers or scientists who
have extensive experience in managing basic or applied scientific
and technological research at Kansas universities and who are
recognized by their peers for outstanding knowledge and
leadership in their fields; and

(3) two directors shall represent the private financial
sector; one shall have experience 1in the area of high-risk
venture investments; and the other shall have commercial banking
experience in an industry of special technological importance to
the Kansas economy and both of whom are recogﬂized by their peers
for outstanding knowledge and leadership in their fields.

(c) The governor shall give consideration to geographical
representation when making board appointmeﬁts.

(d) Two directors shall be appointed for a term of one
year, two directors shall be appointed for terms of two years,
three directors shall be appointed for terms of three years and
three directors shall be appointed for terms of four years.
Successors to such directors shall be appointed for terms of four
years. Each director shall hold office for the term of
appointment and until the successor shall have been appointed and
confirmed. In the event of a vacancy, the vacancy shall be filled
by the governor in the manner provided for appointments <for the
remainder of the unexpired portion of the term.

(e) In addition to the 11 directors, there shall be four
nonvoting, ex officio directors, one member of the house of
representatives appointed by the speaker, one member of the house
of representatives appointed by the minority leader, one member
of the senate appointed by the president, and one member of the
senate appointed by the minority leader. The ex officio directors
shall serve from the date of their appointment until the cpening

day of the next regular session of the legislature. Ex officio



directors may be reappointed.

(f) Members of the board of directors shall, in their
dealings with enterprises that may receive financing through the
corporation, declare any potential conflict of interest and
abstain from voting prior to taking any actions relating to that
transaction.

(g) The board of directors shall select a corporate
president who is not a board member.

(h) The board of directors shall hold all board meetings
within the state of Kansas.

(i) Members of the board of directors are entitled to
compensation and expenses as provided in K.S.A. 75-3223, and
amendments thereto.

(j) The board shall annually elect from the private sector
membership one member as chair and one member as vice-chair.

(k) The board of directors shall meet at least once during
each calendar quarter, and at such other times as may be provided
in the rules of the corporation, upon call by the president, the
chair or upon written request of a majority of the directors.

(1) A majority of the board of directors shall be necessary
to transact corporation business, and all actions of the
directors shall be by a majority vote of the full number of
corporate directors.

(m) The directors shall establish an executive committee
composed of the <chair, vice-chair and three additional members
chosen by the chair from the remaining directors. The executive
committee, 1in intervals between board meetings, may transact any
board business that has been delegated to the executive
committee., A majority of the executive committee shall be
necessary to transact business and all actions of the executive
committee shall be by a majority vote of the committee.

(n) No member of the board of directors is eligible to
serve more than two terms of office.

(o) A member of the board of directors may be removed Dby

the governor for «cause, stated in writing, after a hearing



thereon.

Sec. 6. Management. (a) The president shall be the chief

executive officer of the corporation who shall serve at the
pleasure of the board. The president's salary shall be set by the
board of directors. The president shall direct and supervise
administrative affairs and the general management of the
corporation.

(b) The president:

(1) May employ and terminate such other officers and
employees as designated by the board of directors and who shall
be members of the unclassified service;

(2) shall attend board meetings;

(3) shall appoint a secretary to keep a record of all
proceedings and maintain and be custodian of all financial and
operational records, documents and papers filed with the
corporation and of the minute book of the corporation;

(4) shall, before receiving operating funds or accepting
any applications from an enterprise for applied research grants
or seed-capital funds, prepare a business plan before October 1,
1986, which shall be approved by the board of directors, shall be
submitted for review to the economic development commission and
to Kansas, Inc. Upon approval of the commission, the state
finance council shall release operating funds fof the corporation
prior to the 1987 legislative session.

Sec. 7. Centers of excellence. (a) The purpose of this

section is to authorize the establishment of centers of
excellence at the state universities that will undertake ongoing
basic research with a particular focus that will have long run
potential for commercial development. The centers should build on
institutional strengths and be in areas of research where the
university has achieved or has true promise of attaining
excellence as recognized by national and international peers.

(b) The Kansas technology enterprise basic research fund is
hereby created to which shall be credited any state funds

specifically so designated. The fund 1s not to be used for



technical assistance, training or applied research, but only for
actual basic research.

(c) The corporation may use the Kansas technology
enterprise fund to carry out the purposes of this act by awarding
funds to establish new centers of excellence or to 1increase
funding to already established centers of excellence. Awards of
funds shall be made on a competitive basis, and all proposals
shall be subject to external peer review on the basis of
scientific merit and subsequent potential for commercial
application.

(d) In carrying out its functions under this section, the
corporation is directed to create a centers of excellence
committee to assist 1in evaluating the -establishment of new
centers of excellence and in evaluating increases in funding for
already established centers of excellence. The membership of the
centers of excellence committee may include both directors and
staff members of the corporation, and other persons drawn from
sources other than the corporation who meet standards similar to
those applying to the board of directors and who are recognized
by their peers for outstanding knowledge and leadership in their
fields.

(e) The corporation shall award funding for new centers and
increased funding for established centers only after:

(1) Developing, adopting and publishing the criteria it
shall use when evaluating centers of excellence; and

(2) receiving the recommendation of the centers of
excellence committee which will review proposals £for new or
established centers of excellence containing:

(A) Documentation that not less than 50% of the center's
‘total funding will be matched by sources other than the
corporation; equipment may be considered as part of the matching
funds, but must be accompanied by a statement that the center of
excellence has received the machinery or equipment, and it 1is
state of the art and either:

(i) vVerifying that the -equipment or machinery is donated



and has only been used in testing to insure quality control, or
used by a wholesaler or retailer for demonstration purposes only;
or

(ii) detailing the price paid by the center of excellence,
with an invoice showing the amount paid for the equipment;

(B) a description of a potential for future benefit to
industry;

(C) an itemized operations budget; and

(D) other information that may be required by the board.

(f) The three existing Xansas centers of excellence--the
center for artificial intelligence and automated control systems
at Kansas state university, the center for biocanalytical research
at the wuniversity of Kansas, and the center for productivity
enhanceﬁent at Wichita state university--are eligible for
continuing support from the <corporation according to the same
terms and conditions as provided 1in this act following an
external review to determine under what provision of this statute
and by what terms continuing funding is appropriate.

(g) The board shall approve such basic research proposals
after the board finds, based wupon the proposal submitted,
external peer reviews, and such additional investigation as the
staff of the corporation shall make and 1incorporate in 1its
minutes that:

(1) The proposed center of excellence has the potential to
stimulate economic growth by bringing together
university-industry partnerships to focus on basic research and
technology transfer; and

(2) the center has the long run potential for ©benefit to
existing and new industries through innovation and development of
new technology.

Sec. 8. Centers for technology transfer. The corporation

shall provide funding to educational institutions to establish
centers of technology transfer. Each such center shall emphasize
technology transfer to Kansas industry.

(a) The corporation may use funds from the Kansas



technology enterprise fund to carry out the purpose of this
section by establishing new centers of technology transfer. 1If
the ZKansas legislature establishes a center at Pittsburg state
university during 1986, funding will be continued by the
corporation in subsequent years in accordance with the criteria
for centers under this section.

(b) Awards of funds shall be made on a competitive Dbasis
and all proposals shall be evaluated by the corporation on the
basis of merit and potential for increasing the competitiveness
of Kansas industry.

(c) The corporation shall award funding to centers of
technology transfer in accordance with sections 7(f) and 7(g).

Sec. 9. Applied research fund. (a) The Kansas technology

enterprise applied research fund 1is hereby created, to which
shall be credited any state funds specifically so designated.

(b) The corporation may use the Kansas technology
enterprise applied research fund to carry out the purposes of
this act by awarding competitive applied research grants to
educational institutions and private enterprises in Rey exporting
areas of special importance to the Kansas economy. The fund 1is
not to be used for technical assistance or training but only for
actual applied research.

(c) The board shall award grants only after:

(1) Developing, adopting and publishing the criteria it
shall use when evaluating research proposals; and

(2) reviewing applied research proposals which present:

(A) Documentation, if the proposal is from an educational
institution, that not less than 60% of the total direct cost of
the proposed project will be provided by sources other than the
corporation; equipment may be considered as part of the matching
funds for the research, but must be accompanied by a statement:

(i) That the educational institution has received the
machinery or equipment and it is state of the art; and either

(ii) wverifying that the equipment or machinery is donated

and has only been used in testing to insure quality control, or



used by a wholesaler or retailer for demonstration purposes only;
or

(iii) detailing the price ©paid by the  educational
institution, with an invoice showing the amount paid for the
equipment;

(B) documentation, 1if the proposal 1is from a private
enterprise, that not less than 60% of the total direct cost of
the proposed project will be provided by sources other than the
corporation or through in-kind services provided through the
private enterprise as evaluated by the board or review committee;

(C) a description of the future commercial application and
the industrial sectors that will likely benefit by the applied
research project and the potential for job creation;

(D) an itemized research budget, time line and research
methodology;

(E) a recommendation from the sponsoring educational
institution or business enterprise; and

(F) other information that may be required by the board.

(d) The board shall approve such applied research proposals
after the board of directors finds, based wupon the proposal
submitted and such additional investigation as the staff of the
corporation shall make and incorporate in its minutes, that:

(1) The proposed project 1is research that leads to
innovation, new knowledge or technology and is not training or
technical assistance for business firms;

(2) the proposed applied research project will expand that
field's technological base within the state;

(3) the project will enhance employment opportunities
within Kansas:; and

(4) the project is technically sound and will produce a
measurable result.

(e) In carrying out its functions under this section, the
board of directors is encouraged to create an applied research
committee to assist 1in evaluating potential applied research

projects. The membership of this applied research committee may



include Dboth directors and staff members of the corporation, and
other persons drawn from sources other than the corporation who
meet standards similar to those applying to the board of
directors and who are recognized by their peers for outstanding
knowledge and leadership in their fields.

(f) Any commercialized research that results from a
corporation applied research grant shall be subject to the
provisions of subsections (v) and (w) of section 6 of this act.

Sec. 10. Seed-capital fund. (a) There is hereby created the

technology enterprise seed-capital fund to which shall be
credited any state funds specifically so designated. The
corporation may credit the fund with such unrestricted
appropriations, gifts, donations or grants from any source, with
payments on loans made from the fund.

(b) The corporation may use the Kansas technology
enterprise seed-capital fund as follows:

(1) To carry out the purposes of this act through
investments in qualified securities and through the forms cof
financial assistance authorized by this act, including:

(A) Loans, loans convertible to equity, and equity;

(B) leaseholds;

(C) management or consultant service agreements;

(D) loans with warrants attached that are beneficially
owned by the corporation;

(E) 1loans with warrants attached that are Dbeneficially
owned by a party other than the corporation; and

(F) any other contractual arrangement in which the
corporation is providing scientific and technological services to
any federal, state, county or municipal agency, or to any
individual, corporation, enterprise, assoclation or any other
entity involving science and technology. The corporation, in
connection with the provision of any form of financial
assistance, may enter into royalty agreements with an enterprise.

(2) To pay all or a portion of the corporation's operating

expenses from revenues generated by seed-capital fund



investments, which shall be an amount sufficient to allow the
corporation to undertake and efficiently manage its
responsibilities.

(3) To invest in such other investments as are lawful for
Ransas fiduciaries.

(c) The corporation may use the Kansas technology
enterprise seed-capital fund to purchase qualified securities
issued by enterprises as a part of a resource and technology
project for the purpose of raising the initial capital for such
projects subject to the conditions set forth in this section.

(d) The corporation may use the fund to make low-interest
or zero-interest loans to business incubator facilities 1in
exchange for royalties from future gross sales generated by
enterprises created in the incubator.

(e) The corporation shall purchase qualified securities
issued by an enterprise as a part of a resource and technolegy
project only after:

(1) Receipt of an application from the enterprise which
contains:

(A) A Dbusiness plan including a description of the
enterprise and its management, product and market;

(B) a statement of the amount, timing and projected use of
the capital required;

(C) a statement of the potential economic impact of the
enterprise, including the number, location and types of Jobs
expected to be created; and

(D) such other information as the corporation board of
directors shall request.

(2) Approval of the investment by the corporation may be
made after the board of directors finds, based upon the
application submitted by the enterprise and such additional
investigation as the staff of the corporation shall make and
incorporate in its minutes, that:

(A) The proceeds of the investment will be wused only to

cover the seedcapital needs of the enterprise except as



authorized by this section;

(B) the enterprise has a reasonable chance of success;

(C) the corporation's participation is instrumental to the
success of the enterprise and 1its retention within the state
because otherwise funding available for the enterprise 1is less
readily available or offered on terms on less desirable terms
than can be obtained if the enterprise were located outside of
Kansas.

(D) the enterprise has the reasonable potential to create a
substantial amount of primary employment within the state;

(E) the entrepreneur and other founders of the enterprise
have already made or are contractually committed to make a
substantial financial and time commitment to the enterprise;

(F) the securities to be purchased are qualified
securities;

(G) there is a reasonable possibility that the corporation
will recoup at least its initial investment; and

(H) binding commitments have been made to the corporation
by the enterprise for adequate reporting of financial data to the
corporation, which shall include a requirement for an annual
report, or 1if required by the board, an annual audit of the
financial and operational records of the enterprise, and for such
control on the part of the corporation as the board of directors
shall consider prudent over the management of the enterprise, so
as to protect the investment of the corporation, including in the
discretion of the board and without limitation, right of access
to financial and other records of the enterprise.

(f) In carrying out . its functions under this section, the
board of directors 1is encouraged to <create an investment
committee to assist in evaluating potential investments 1in
qualified securities. The membership of this investment
committee may include both directors and staff members of the
corporation, and other persons drawn from sources other than the
corporation who meet standards similar to those applying to the

board of directors and who are recognized by their peers for



outstanding knowledge and leadership in their fields, all of whom
shall serve at the pleasure of the Dboard. Members of the
investment committee shall serve without compensation for their
membership on such committee, but shall be reimbursed for any
reasonable expenses incurred by them in the performance of duties
assigned by the board.

(g) The corporation shall not make investments in qualified
securities issued by enterprises in excess of the smaller of the
following limits:

(1) Not more than the amount necessary to own more than 49%
of qualified securities in any one enterprise at the time of the
purchase by the <corporation, after giving effect to the
conversion of all outstanding convertible qualified securities of
the enterprise except that 1in the event of severe financial
difficulty of the enterprise, threatening, in the judgment of the
board of directors, the investment of the corporation therein, a
greater percentage of such securities may be owned by the
corporation; or

(2) not more than 20% of fhe fund available for 1investment
shall be invested in any one enterprise.

Sec. 11. Industrial liaisons and technology transfer. (a)

The Kansas technology enterprise corporation shall establish a
clearinghouse to deliver managerial assistance and technical
referral services, particularly to small, new, emerging or mature
exporting enterprises and shall fund educational institutions to
establish technical information data bases and industrial liaison
offices which are easily accessible by both private and public
sector organizations.

(b) The corporation shall provide funding to educational
institutions to establish centers of technology transfer. Each
such center shall emphasize technology transfer to Kansas
industry.

(1) The corporation may use funds from the Kansas
technology enterprise fund to carry out the purpose of this

section by establishing new centers of technology transfer. If



the Kansas legislature establishes a center at Pittsburg state
university during 1986, funding will Dbe continued by the
corporation in subsequent years in accordance with the «criteria
for centers under this section.

(2) Awards of funds shall be made on a competitive basis
and all proposals shall be evaluated by the corporation on the
basis of merit and potential for increasing the competitiveness
of Kansas industry.

(3) The corporation shall award funding to centers of
technology transfer in accordance with sections 7(f) and 7(g).

(c) The corporation shall provide to private enterprises
and individuals services which include, but are not limited to:

(1) Disseminating such research and technical information
as 1s available to the corporation;

(2) referring clients to researchers or laboratories for
the purpose of testing and evaluating new products, processes Or
innovations;

(3) assisting persons developing innovations or new
technology 1in locating enterprises or entrepreneurs that may be
interested in applying such innovations or new technologies; and

(4) providing managerial assistance to enterprises
requesting such assistance, but particularly to those small
enterprises in key exporting of special importance to the Kansas
economy.

(d) The corporation shall encourage business enterprises to
use such technical support services as provided by educational
institutions and especially the state’'s small Dbusiness
development centers.

Sec. 12. Accountability. (a) The corporation shall

publish an annual report which shall 1include an audit Dby an
independent third party, by June 30 of each year, and present the
report to the governor, legislature and Kansas, Inc., setting
forth in detail the operations and transactions conducted by it
pursuant to this act or to other legislation. The corporation

shall distribute its annual report by such means that will make



it widely available to those innovative enterprises in exporting
of special importance to the Kansas economy.

(b) The corporation shall also annually review and prepare
a report showing how and at what level other states fund centers
of excellence, institutes of applied research, institutes of
technology transfers, research matching grants, small business
innovation research and seed-capital programs. The corporation
shall recommend an appropriate funding level for Kansas which
will make these activities nationally competitive with other
states. The corporation’s findings and recommendations shall be
submitted to the governor and the legislature.

(c) The corporation shall adopt a threshold funding level
for each of the activities 1listed 1in section . The
threshold amount shall provide for funding that is great enough
to have a significant impact and carry out the intent of this
act. If the appropriation to fund these activities falls below
the threshold, then no funding shall be provided.

(d) The corporation shall be subject to a fiscal audit by
the legislative division of post audit.

(e) Seven years after the effective date of this act, a
special review panel shall be convened to perform a financial and
program audit of the corporation. The panel shall consist of the
corporation chairperson and 12 members, who are not members of
the board of directors, as follows:

(1) Six chosen by the governor, of whom:

(A) Two shall be entrepreneurs or representatives of the
business community;

(B) two shall be scientists or engineers f{from either
educational institutions or private enterprise; and

(C) two shall be representatives of the private financial
community;

(2) three chosen by the president of the senate, of whom:

(A) One shall be an entrepreneur or representative of the
business community;

(B) one shall be a scientist or engineer from either an



educational institution or private enterprise; and

(C) one shall be a representative of the private financial
community; and

(3) three chosen Dby the speaker of the house of
representatives, of whom:

(A) One shall be an entrepreneur or representative of the
business community;

(B) one shall be a scientist or engineer from either
educational institution or private enterprise; and

(C) one shall be a representative of the private financial
community.

(d) All panel members shall be recognized by their peers
for outstanding knowledge and 1leadership and have particular
experience with those small, exporting enterprises of special
importance to the Kansas economy.

(e) The panel will have six months to review the
corporation's investments, grants and activities including:

(1) a financial performance analysis of seed-capital fund
investments;

(2) an economic and fiscal impact; and

(3) the extent to which the corporation employed its powers
and the seed capital, applied research and «clearinghouse
functions to <carry out its purpose and to address the
opportunities found by the legislature to require its creation.

(f) Based on the panel's findings, it will recommend to the
legislature one of the following actions:

{1) Continue the corporation in its statutory form;

(2) continue the corporation, but with modifications
recommended by the committee; or

(3) dissolve the corporation with recommendations on how to
dispose its assets and liabilities.

Sec. 13. 1Invalidity of part. If any provision of this act

or the application thereof to any person or circumstances is held
invalid, the invalidity shall not affect other provisions or

applications of the act which can be given effect without the



invalid provision or application, and to this end the provisions
of this act are severable.

Sec. 14, Effective date. This act shall take effect and be

in force from and after its publication in the statute book.
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Session of 1086

Senate Concurrent Resolution No. 1635
By Committee on Assessment and Taxation

2-3

A PROPOSITION to repeal section 9 of article 11 of the consti-

tution of the state of Kansas, relating to internal improve-
ments.

Be it resolved by the Legislature of the State of Kansas, two-
thirds of the members elected (or appointed) and qualified to
the Senate and two-thirds of the members elected (or ap-
pointed) and qualified to the House of Representatives con-
curring therein:

Section 1. The following proposition to amend the constitu-
tion of the state of Kansas shall be submitted to the qualified
electors of the state for their approval or rejection: Section 9 of
article 11 of the constitution of the state of Kansas, relating to
internal improvements, is hereby repealed.

Sec. 2. The following statement shall be printed on the bal-
lot with the amendment as a whole:

“Explanatory statement. This proposed amendment would
eliminate the current restrictions regarding the state being a
party to certain works of internal improvements.

“A vote for the proposed amendment would eliminate the
current restrictions regarding the state being a party to certain
works of internal improvements.

“A vote against the proposed amendment would continue
the current restrictions on the state being a party to works of
internal improvements.”

Sec. 3. This resolution, if approved by two-thirds of the
members elected (or appointed) and qualified to the senate and
two-thirds of the members elected (or appointed) and qualified
to the house of representatives, shall be entered on the journals,

together with the yeas and nays. The secretary of state shall
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0046 cause this resolution to be published as provided by law and

0047 shall cause the proposed amendment to be submitted to the . ' ' .
0048 electors of the state at L election—int] 1086- a special election, which is hereby
) k.he g ' called, to be held on August 5, 1986,
0049 unlessaspecinl-eleetion-is-ealled-at-a-sooner-date-by-concurrent pursuant to section 1 of article 14
0050 resolution-of the-legishaturein-whieh-ease-it shallbo-submitted ! of the constitution of the state of
0051 -+o-the-electors-of-the-state-at-the-speeial-election! | Kansas, for the purpose of submitting
' : such proposition
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HOUSE BILL No. 2960

By Representative Helgerson
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0017 AN ACT establishing th&-st&te-eeeneﬁne-dqwelepmeat—pelwy
0018  -eemmittee! providing for the membership and organization

Kansas, Inc.

0019 thereof; prescribing powers, duties and functions therefor.

0020 Be it enacted by the Legislature of the State of Kansas:

Section 1. Need statement. (a) There exists within Kansas a
substantial need to:

(1) Oversee the ongoing development of economic development
policies and short and long range strategic economic planning for
the state;

(1) expand personal income through the development of busi-
ness and employment opportunities which afford sufficient compen-
sation to insure an adequate standard of living for Kansans;

(3) develop a stable, diversified, growing economy through
the growth and development of value-added business enterprises in
a diversified range of primary sectors which export innovative
products, processes and services that in turn import quality
jobs, wealth and income 1into the state in ways that are bene-
ficial to Kansas.

(4) develop economic health and opportunities throughout
the communities and counties of the state in partnership with
those communities;

(5) develop an economy that contributes to and enhances the
environmental quality of the state;

(6) develop an economy which is capable of providing the
necessary revenue for state government, local governments, and
other political subdivisions of the state and in this way mini-
mize the tax burden faced by all taxpayers of the state.

Sec. 2. Mission statement. (a) The mission of Kansas, Inc.
shall be to:

(1) Oversee the formulation of economic development policy
and short and long range strategic planning for the state;

(2) undertake ongoing strategic analysis in order to deter-
mine the state's areas of potential and continuing competitive
economic advantage;

(3) undertake continuing strategic planning for the
improvements of the state's tax, requlatory and expenditure poli-
cies to enhance the state's potential and comparative economic
advantages;

(4) oversee crisis management and opportunity management of
short term potential gains or losses in economic activity through
impact analysis; -

(5) serve in an advisory capacity to the Kansas department
of commerce; and

(6) establish program standards and evaluate the effective-
ness of state economic development programs and policies.
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devélopment policy committee as a separate state agency. Yhe
commi Hee shall consist of nine members as follows:

(1) Ode member shall be the executive director of {fe insti-
tute for pub ic policy and business research of the upiversity of
Kansas;

(2) one memXer shall be the director of Je institute for
public policy and Bysiness research of the updversity of Kansas;

(3) one member skall be a representafve of the center for
business research of Wighita state univérsity appointed by the
president of Wichita state™yniversity;

(4) one member shall be Yye segfetary of economic develop-
ment, or the secretary’s design¥é;

(5) one member shall be the dixector of the Kansas advanced
technology commission;

(6) one member shalf' be a persom\appointed by the state
board of regents;

(7) one membeyp/shall be a member of the senate appointed
by the presidenp/of the senate;

(8) one megfmber shall be a member of the Bquse of repre-
sentatives gppointed by the speaker of the house oRyepresenta-
tives; ang

(9) One member shall be a person appointed by the gdyernor.

(Y The two members appointed under subsections (a)(T\and

(W8 -piea ont-oi-these d ek ot

Sec. 3. Kansas, Inc. (a) In order to meet this
need there 1is hereby established Kansas, Inc., which
shall be a not-for-profit public instrumentality of but
not in state government. The council shall consist of
15 predominately private sector members as follows:

(1) The governor of Kansas;

(2) the secretary of the Kansas department of com-
merce;

(3) one member from each of the primary economic
sectors in the state--agriculture, oil and gas, and
aviation--who are appointed by the governor and are
recognized leaders in their fields and have reputations
as innovative, future oriented individuals;

(4) three members appointed by the governor from
other primary, job creating, valued added business
sectors who are recognized in their fields and have
reputations as innovative, future oriented individuals;

(5) two members from the private financial sector
appointed by the governor; one shall have experience in
the area of high-risk venture investments; and the
other shall have commercial banking experience in an
industry of special importance to the Kansas economy
and both of whom are recognized by their peers for out-
standing knowledge and leadership in their fields;

(6) one member representing labor who is recog-
nized by the person's peers as having demonstrated out-
standing knowledge and leadership;

(7) one member shall be a person appointed by the
state board of regents from a Kansas university who is
recognized for outstanding knowledge and leader-
ship in the field of economic development;

(8) the speaker of the house, the house minority
leader, the president of the senate, and the senate
minority leader or legislators appointed to represent
them who will provide continuity by virtue of their
membership on the house or senate committees on eco-
nomic development or the joint committee on economic
development.
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g 3,

of representatives shall not be members of the same political

party,

i

te} Bach member of the—eemmittee/under subsection (a)(1),

Lgansas, Inc. ]

(a)(2), (a)(4) or {a}¥5)%5hall serve by virtue of office or position.
Each member appointed under subsection (a)(3), (H6ror{a)o)

shall serve at the pleasure of the officer or board making the

@ ®]

[ (a) (4),

(a) (5),

(a) (6), or (a)(7)

appointment. Each member of the-eommittee Appointed undor
subsection (a)(7) or (a)(8) shall be appointed for a term ending on

the first day of the regular legislative session in odd-numbered

years. In case of a vacancy on the-eommittee/a successor shall be
appointed in like manner as the original appointment for the

unexpired term of the member creating the vacancy.

J Tl $rt : 1 1oy andaaali TR
Sec. 2= /(a) Hhestdereconmonmeae vetopment }zu}u,y COmMH-

/‘4.
rThe governor shall serve as co-chair of Kansas, Inc. The other co-
chair shall be elected from among the private sector members. A

Kansas, Inc.]

: IR} : el lapki A1 B i
craman orgamzeanmatty pDy—e€reetmga L}xuupei‘SGu frrel vice

| O] e 1} 1 Wl f/
HdrpersoTirommamong-thremembers-threreof,

vice-chair shall be elected from among all the members.

shall meet at least once each calendar quarter and at such other \Ll(ansas » Inc I

times designated upon the call of the ! ~ governor
(b) Members of the—state—eeonomie development—policy. | ;
eemmitteeattending meetings of the——peliey—eemmitteemg
tending a subcommittee meeting thereol authorized by the-pel~ 1Kansas, Inc.
.- 4

Toycommittee shall be paid amounts provided in subsection (e)
of K.S.A. 75-3223 and amendments thereto.

—3—f{a-Fhe-state-economice developnrermnt pohicycommg
] formulate on a continuing basis a comprehensiv plan
for economjc development in Kansas. Such plan shal
substantially the plan for economic develop
developed as par

e based
nt in Kansas

f the Kansas economic

of the university of Kansa nmittee shall seek advice
from the general public and £ professional associations, aca-
demic groups and instituti viduals with knowledge of
and interest in issue ic development and
planning.

(b) The tions of the
committ evelop-

0082—

i der to carry
Sec. 5. Powers and duties. (a) In or ' :
out its mission and meet the needs articulated in this
act, Kansas, Inc. shall:

" (1) Evaluate and analyze the state's economy to
guide the direction of future public ~and prlvaﬁe
actions, and report and make recommendations to the
department of commerce, the governor and the legis-

lative economic development commission with respect to

the state's economy. .
(2) Oversee and evaluate the state's economic

ivities on an ongoing basis.
development activ state's

i i f the
(3) Oversee the implementation o
economic development plan and monitor updates of that
lan, ' )
i (4) Update, revise, and manage the state's stra
ic plannin rocess, . )
ced (g) Kangag, Inc. shall seek advice from the gen

i i iations aca-
eral public and from profesglonal associatl , :
demicp groups and institutions and 1nd1V}dua1s with
knowledge of and interest in areas of economic develop-
ment and planning.

(c) Kansas,
chasing laws.,

Inc. shall be exempt from state pur-
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Sec. 6. Management, (a) The board shall hire a
person to serve in the unclassified service as the
chief executive officer and president of Kansas, Inc.
The president's salary shall be commensurate with the
responsibilities of the position based on a national
standard for similar positions. The president shall
direct and supervise the general management of the cor-
poration and a small core staff of analysts.

(b) The president:

(1) May employ and terminate such other employees
as designated by the board of directors and who shall
be members of the unclassified service;

(2) shall attend board meetings;

(3) shall keep a record of all

proceedings and

maintain and be <custodian of all financial and oper-
ational records, documents and papers filed with
Kansas, Inc.;

(4) shall, as a first priority, prepare a business
plan which shall be approved by the board of directors,
shall be submitted for review and comment to the legis-
lative economic development commission.

(c) The board 1is hereby authorized to negotiate
and enter into contracts for professional consulting
and research services and econometric modeling.from the
center of public policy and business research at the
university of Kansas, the department of commerce, and
other consulting and research services as needed. All
such contracts shall be exempt from the competikive bid
requirements of K.S.A., 7?5-3739 and amendments thereto.
Such services should be available on an ongoing basis
to Kansas, Inc.

(a) The board is

authorized to accept
donations and grants.

gifts,




0100 Scw—s—(a)—“ﬁthﬁ—thc&mmahmofﬁppmprt&hmﬂ&ble
0101 therefor-the—state—ccomomic—development-pohicy-commrittee—is*
0102 hereby-nutherized-to-negotiate-and-enter-into-contracts-forpro-
0103 fessiomaband-consulting-services-to-assist-the-eommittee-in-the:
0104 performance-of-duties-and-funetions-imposed—under-sections3
0105 and-4—AH-sueh-contracti-shal-be-exempt-from—the—competitive-
0106 bid-requirements—of-KS5A—75-3739-and—-amendments—theretor

0107 -tb) The secretary of economic development shall provide to

0108 the-state-ceonomicdevelopment-poliey-committeeysuch staff and

0109 other assistance as may be requested by the-eemmitteer

Sec. 7. Accountability. Kansas, Inc. shall be
required to prov1de the following products'

(a) A review of the state economic development
plan developed by the department of commerce. This plan
shall be submitted to Kansas, Inc. by the department no
later than November 1 of each year. The council shall
review, comment and approve the plan before transmit-
ting it to the governor and legislature, no later than
the first day of each regularly scheduled session of
the legislature.

(b) Publish
include:

(1)
emerging
decade.

(2) An evaluation of the effectiveness of state
economic development policies and programs in meeting
the goals of the state economic plan.

(3) A prioritized 1list of recommendations for
initiatives that will further the effective implementa-
tion of the state economic plan.

(4) A synopsis of the activities of Kansas, Inc.
during the previous fiscal year.

Such report shall be transmitted to the governor
and legislature on the first day of each fiscal year
following Kansas, Inc.'s first year of operation.

an annual report. Such report shall
of

the

the current state of and
Kansas economy over the next

An analysis
trends in

0110 Sec. 6\'1’his act shall take effect and be in force from and

o111 after its publication in the statute book.

i

Kansas,

Inc.

9.



BILL NO.

By Committee on

AN ACT concerning economic development; establishing certain
legislative committees for the consideration of matters
affecting economic development in the state; and providing
for the establishment of certain advisory committees or task
forces to conduct studies and to make reports and
recommendations thereon prior to the 1987 regular session of

the legislature.

Be it enacted by the Legislature of the State of Kansas:

Section 1. Senate economic development committee. There 1is

hereby established a standing committee of the senate known as
the senate committee on economic development which shall consist
of 11 members of the senate. Ten members of the committee shall
be appointed in the same manner as members of other standing
committees of the senate. The president of the senate, or another
senator of the same party designated by the president, shall be a
member and chairperson of the committee.

Sec. 2. House economic development committee. There 1is

hereby established a standing committee of the house of
representatives known as the house committee on economic
development which shall consist of 15 members of the house shd
representatives. Fourteen members of the committee shall be
appointed in the same manner as members of other standing
committees of the house of representatives. The speaker of the
house of representatives or another representative of the same
party designated by the speaker shall be a member and chairperson
of the committee.

Sec. 3. Joint economic development committee. (a) On

January 1, 1987, there is hereby created the joint committee on

economic development which shall be composed of five senators and

4Haolxm€n+ F



eight members of the house of representatives. The five senate
members shall be the chairperson of the standing committee on
economic development of the senate, or a member of such committee
appointed by the chairperson, two members of such committee
appointed by the president and two members of such committee
appointed by the minority leader. The eight representative
members shall be the chairperson of the standing committee on
economic development of the house of representatives, or a member
of such committee appointed by the chairperson, four members of
such committee appointed by the speaker and three members of such
committee appointed by the minority leader.

(b) All members of the joint committee on economic
development shall serve for terms ending on the first day of the
regular legislative session in odd-numbered years. After June 30
in odd-numbered years, the <chairperson shall be one of the
representative members of the joint committee selected by the
speaker and the vice-chairperson shall be one of the senate
members selected by the president. After June 30 1in
even-numbered years, the chairperson shall be one of the senate
members of the joint committee selected by the president and the
vice-chairperson shall be one of the representative members of
the joint committee selected by the speaker. The chairperson and
vice-chairperson of the Jjoint committee shall serve in such
capacities until July 1 of the ensuing year. The
vice-chairperson shall exercise all of the powers of the
chairperson in the absence of the chairperson.

(c) The joint committee on economic development may meet at
any time and at any place within the state on the call of the
chairperson.

(d) The provisions of the acts contained in article 12 of
chapter 46 of +the Xansas Statutes Annotated, and amendments
thereto, applicable to special committees shall apply to the
joint committee on economic development to the extent that the
same do not conflict with the specific provisions of this act

applicable to the joint committee.



(e) In accordance with K.S.A. 46-1204 and amendments
thereto, the legislative coordinating council may provide for
such professional services as may Dbe reqguested by the joint
committee on economic development,

(f) The joint committee on economic development may
introduce such legislation as it deems necessary in performing
its functions.

Sec. 4. (a) The legislative economic development commission
established pursuant to 1986 HCR 5034 shall conduct such meetings
as the commission shall determine necessary for the purpose of
performing the studies directed by such concurrent resolution and
in making the recommendations and reports reguired Dby such
resolution shall coordinate with the joint committee on economic
development in the presentation of such report and
recommendations to members of the 1987 regular session of the
legislature.

(1) The first priority of the commission shall be to oversee
the implementation of the economic development initiatives
adopted during the 1986 legislative session; and (2) the second
priority of the commission shall be the oversight of the
activities of the task forces established pursuant to section 5.

Sec. 5. Advisory committees or task forces. For the purpose

of conducting an in-depth analysis of major areas of economic
development requiring legislative action in the 1987 regular
session of the legislature, the legislative economic development
commission shall appoint such advisory committees or task forces
as it shall determine necessary. Each task force shall consist
of not less than seven and not more than 13 members representing
the business community, financial 1institutions, institutions
under the control of the board of regents and the legislature. A
majority of the members of each task force shall be
representative of the business and financial communities. The
legislative economic development commission shall appoint the
chairperson and vice-chairperson and specify the subject of study

to be conducted by each task force. Each task force shall



prepare policy and funding recommendations regarding the subject
of study assigned and shall make a report and recommendations
thereon to the legislative economic development commission on or
before October 1, 1986. Task forces shall be established for the
study of the following described purposes and may be established
for such additional areas of study as the legislative economic
development commission may deem necessary.

A task force shall be appointed for the study of the
following:

(a) Agricultural research - which shall include:

(1) Agricultural diversification and identification of new
products and new technologies;

(2) the scope of value added agricultural processing; and

(3) state provision of technical assistance to farmers on
processing technologies and enterprises and marketing
alternatives.

(b) Kansas business capital markets - which shall include:

(1) The availability of egquity <capital from  Kansas
financial institutions and availability for Kansas businesses;

(2) the adequacy of debt capital for Kansas businesses from
Kansas financial institutions; and

(3) the availability and adequacy of state government
programs to foster Dbusiness capital availability for Kansas
businesses.

(c) Ransas' tax structure - which shall include:

(1) An overall review of the appropriateness of the state's
tax structure for its impact on economic development; and

(2) the sales and use tax exemption on manufacturing
machinery and equipment.

(d) Control, supervision and financing of postsecondary
education in Kansas - which shall include:

(1) A review and determination of the mission of public
postsecondary education to and beyond the year 2,000;

(2) the structure, control and supervision required of

public postsecondary education to accomplish such mission; and



(3) the financing of public postsecondary education for
this period.
Sec. 6. This act shall take effect and be in force from and

after its publication in the Kansas register.
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House Concurrent Resolution No. 5047

By Representatives Hayden, Braden, Acheson, Apt, Aylward,
Baker, Barr, Bideau, Brown, Bryant, Buehler, Bunten, C.
Campbell, K. Campbell, Cloud, Crowell, Crumbaker, Dyck,
Erne, Foster, Fox, Freeman, Iriedeman, Fuller, Goossen,
Graeber, Harper, Hassler, [loy, Jenkins, King, Kline, Knopp,
Littlejohn, Long, Louis, Lowther, R. D. Miller, Mollenkamp,
Nichols, O’Neal, B. Ott, K. Ott, Patrick, Polson, Pottortt, Ra-
mirez, Reardon, Roe, Rolfs, Runnels, Sand, Sifers, Smith,
Snowbarger, Solbach, Sughrue, Vancrum, Wagnon, Walker,
Whiteman, Williams and Wunsch

3-4

A PROPOSITION to amend article 11 of the constitution of the
state of Kansas by adding a new section thereto, relating to the
exemption ol property for economic development purposes.

Be it resolved by the Legislature of the State of Kansas, two-
thirds of the members elected (or appointed) and qualified to
the House of Representatives and two-thirds of the members
elected (or appointed) and qualified to the Senate concurring
therein:

Section 1. The following proposition to amend the constitu-
tion of the state of Kansas shall be submitted to the qualified
c¢lectors of the state for their approval or rejection: Article 11 of
the constitution of the state of Kansas is amended by adding a
new section thereto to read as follows:

“§ 13. Exemption of property for economic development
purposes; procedure; limitations. (a) The board of county
commissioners of any county or the governing body of any city
may, by resolution or ordinance, as the case requires, exempt
from ad valorem taxation all or any portion of the appraised
valuation of: (1) All buildings, together with the land upon
which such buildings are located, and all tangible personal
property associated therewith used exclusively by a business|

for the purpose of manufacturing, fabricating,
assembling, processing or finishing articles
of commerce or research and development, and
warehousing goods which are sold or traded in
interstate gommerce in this state and which is
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commencing operations after the date on which this amend-

ment is approved by the electors of this state} or (2) all
buildings, or added improvements to buildings constructed
alter the date on which this amendment is approved by the
clectors of this state, together with the land upon which such
buildings oradded improvements are located, and all tangible
personal property purchased after such date and-associated

and which is a primary job creating industry
or business

for the purpose of manufacturing,
fabricating, assembling, processing or
finishing articles of commerce or research
and development, and warehousing goods which

therewith/ necessary to facilitate the expansion of an existing
/

businesy’

(b) Any ad valorem tax exemption granted pursuant to
subsection (b) shall be in effect for not more than 10 calendar
years after the calendar year in which the business com-
mences its operations or the calendar year in which expansion
of an existing business is completed, as the case requires.

(¢) The legislature may limit or prohibit the application of
this section by enactment uniformly applicable to all cities or
counties,

(d) The provisions of this section shall not be construed to
alfect exemptions of property from ad valorem taxation
granted by this constitution or by enactment of the legislature,
or to affect the authority of the legislature to enact additional
exemptions of property from ad valorem taxation found to
have a public purpose and promote the general welfare.”
Sec. 2. The following statement shall be printed on the bal-

lot with the amendment as a whole:

“Explanatory statement. This proposed amendment would
authorize cities and counties to grant property tax exemptions
for economic development purposes.

-“A vote for the proposed amendment would allow the gov-
crning body of a city or county to exempt property of a new
business or property necessary to facilitate the expansion of an
existing business from property taxation for a period not to
exceed 10 years.

A vote against the proposed amendment will continue the
existing law that the legislature is the only authority to grant
property tax exemptions.”

Sce. 3. This resolution, if approved by two-thirds of the

are sold or traded in interstate commerce
in this state which is

“and which is a primary job creating

industry or business
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members elected (or appointed) and qualified to the house of

representatives and two-thirds of the members elected (or ap-
pointed) and qualified to the senate, shall be entered on the
journals, together with the yeas and nays. The secretary of state
shall cause this resolution to be published as provided by law
and shall cause the proposed amendment to be submitted to the
electors of the state at the-general-eleetion—in—the—year—1086
untessnspeeial-eleetion-is-eallod-atasoonordate-by-concurrent

0092 resolution-ofthe-legisluturein-whieh-ease-it-shall-be-submitted

0093 tothe-electors—ofthe-state—ut-the-spesial-election!

a special election, which is hereby called,
to be held on August 5, 1986, pursuant to
section 1 of article 14

of the constitution of the state of Kansas,
for the purpose of submitting such
proposition
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Insertion on page 10, new section 13, under subsection (b).

(1) Subject to legislative appropriations, the division
shall make performance grants available to certified development
companies and small business development centers as key
constituent elements of a "statewide risk capital system." Such
grants shall be made to provide secure base levels of funding and
incentives for providing financial and technical assistance
through the statewide risk capital system to primary, Jjob
creating enterprises.

(2) The method of distribution of the grants shall be
developed by the division 1in consultation with the certified
development companies and small business development centers and
reviewed and approved by the legislative commission on Kansas
economic development in FY 1987, and by Kansas, Inc. in all
subsequent vyears. The method of distribution shall include
provision for the establishment of performance standards and
performance review prior to initial funding and for all
subsequent refunding. The method of distribution shall also
provide a formula for base levels of funding which considers all
current levels of federal, state and other existing funding and
which recognizes different needs based upon differences in client
populations and areas served. The method of distribution proposed
shall give priority to the use of state funds for incentive
funding where possible, and shall specifically encourage
co-location of services essential to an effective an efficient

statewide risk capital system.

Datebizeds H
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1HOUSIE BILL No. 2951

By Representatives Hayden, Apt, Baker, Barr, Bideau, Braden,
Bryant, Buchler, Bunten, C. Camphell, Chronister, Cloud,
Crowell, Duncan, Dyck, Eckert, Flottman, Foster, I'reeman,
Friedeman, Goossen, Gracher, Guldner, Harper, ITassler,
Moy, Jenkins, King, Kline, Knopp, Littlejohn, Loug, R. D,
Miller, Mollenkamp, Moomaw, Neualeld, Nichols, O'Neal, K.
ouw, Polson, Pottorfl; Roe, Rocnbaugh, Sand, Shore, Sifers,
Walker, Wilbert, Williams and Wunsch

2-12.

002t AN ACT concerning cconomic development in Kansas; estal-

0025
0026
0027

/2
0029

lishing a department of commerce therelor; prescribing the
powers and duties of such department; amending K.S.A. 74-
50024, 74-5002h, 74-5002¢, 74-5002d, 71-5002¢, 74-5005, 74-
5008a, 74-5008D, 74-5008¢, 74-5009, 74-5010a, T4-5032—F4=
S034-F4-6036 and 74-5045 and repealing the existing scetions.

0030 Be it enacted by the Legislature of the State of Kansas:

/02’,4 e 2/,

—

Section 1. Need statement. (a) There exists
within Kansas a substantial need to:

(1) Expand personal income through the
development of business and employment
opportunities which afford sufficient compensation
to insure an adequate standard of 1living for
Kansans;

(2) develop a stable, diversified, growing
economy through the growth and development of
value-added business enterprises in a diversified
range of primary sectors which export innovative
products, processes and services that in turn
import quality jobs, wealth and income into the
state in ways that are beneficial to Kansas.

(3) develop economic health and
opportunities throughout the communities and
counties of the state in partnership with those
communities;

(4) develop an economy that contributes to
and enhances the environmental quality of the
state;

() develop an economy which is capable of
providing the necessary revenue for state
government, local governments, and other political
subdivisions of the state and in this way minimize
the tax burden faced by all taxpayers of the
state.

Sec. 2. Mission statement. (a) The purpose
of the department of commerce shall be to develop
and implement strategies to:

(1) Facilitate the maintenance of and
expansion of existing enterprises and the creation
of new wealth-generating economic enterprises;

(2) promote economic diversification within
the economy of the state;

(3) promote productivity among
wealth-generating economic enterprises;
(4) maintain and revitalize economically

depressed rural areas and urban neighborhoods; and
(5) protect and enhance the environmental
quality of the state.
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Ot -SﬁtmeH/ K.S.A. 74-5002a is hereby amended to read as
0032 (ollows: 74-5002a. (a) There is hereby created a department of
003 eeonomic developent commerce, the head of which shall be
oot the seeretary ol eeonomie devel()plncnt commerce. The governor
0035 shall appoint the seeretary of economie development commerce,
0036 subject to confirmation by the semate as provided in K.S.A.
a0d7 75-4315h, and amendments thereto, and the secretary shall serve
0038 at the pleasure of the governor, The depurtment of ceonomie
w03 development commerce shall be administered under the divee-
0040 tion and supervision ol the seerctary of economic developiment

ontl commerce. ‘The seerctiny ol economie development commerce

Sec. 3. Department of commerce,

goa2 shall receive an annual salary fixed by the governois The oflices
0013 of the depirtment of economie developmient commerce shall he
ot located in Topeka.

0015 —f—Fheprovister—ef—the—Kmnswi—sansetew—npply—to—the—

001t -efico-olsuerotiy—olsonomis duvolopiontconuneiceand-the

that is recognized as nationally competitive with
the salaries of his or her peers in the economic
development field. The secretary shall employ a
deputy secretary, division directors and such
professional staff and other employees as may be
deemed necessary to effectively carry out this
act. The salaries of the staff shall meet a

standard of competitiveness with other
professional positions of comparable
responsibility in the state 1in the economic

development field
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See. 2 K.S.A. 74-5002 is hereby amended to read as fol-

lows: 74-5002L AT the powers, duties and functions of the state
department of ceonomic development created by K.S AL 74-5003;
the Kunsus ceonomie development connnission erented by Kashs
1074 Supp: FH5006 74-5002a and the diveetor seeretary of the
departiment of cconomic development created by K.S AL 748004
74-5002a are hereby transferred to and conferred and imposed,
respectively, upon the departiment of economic development
commerce and the scerctary of cconomie development com-
merce ereated by this ordes act, except as is hiereinafter other-
wise provided.

See. 87 K.S.A. T4-5002¢ is herchy amended to read as fol-

Transfer of powers and duties.

Transfer of powers and duties.

fows: 7’1-5()()2(:.1'1*‘110 department of eeononic developiment com-
merce and the seerctary of econemie development commerce
ereated by this erder act shall be the successors in every way,
respectively, to the powers, duties and functions of the state
department of cconomic developments the Kansus eceonomie
development eomniission und director and secretary of the de-
partment of economic development abolished by this order and
in which the sine were vested prior to the effective date of this
order act, except as hercinalter otherwise provided. Every act
performed in the exercise of such powers, duties and anctions
by or under the authority of the department of eeonomie devel-
opment commerce or seerelary of veononiie development com-
meree ercated by this erder act, vespectively, shall be deemed to
have the same force and effeet as il performed by the state
departiment of economic developments the Kunsus eeononiie
development eonimission and direetoy and secretary of the de-
sartment of cconomic development ubolished by this order und
in which such functions were vested prior to the effective date of
this order act. The departinent of econonrie development and
seercltary of econontie development commerce created by this
erder act shall be continuations of the state department of ceo-
nomic development ereated by K.S A #4-6003; the Kansus eco-
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nomie development commission ereated by KosohAs 1074 Supp-

745006 7--5002a and the direetor secretary ol the department of

ceonomic development created by K.S AL 748004 74-50024q.
Sce 0 K.S.A. 74-5002d is hereby amended to read as fol-

lows: 74-5002d./A11 rules and regulations and all orders and
dircetives of the Kansas economic development eonnnission und
the direetor of the deparhnent secretary ol economic develop-
ment ubolished by this order which are in existence on the
clfective date of this erder act, shall continue to be effective and
shall be deemed to be the duly adopted rules and regulations or
orders and directives of the secretary of seanomie development
commerce created by this erder act, until vevised, wnended,
revoked or nullified according to law.

See., B K.S.A. 74-5002¢ is herehy amended to read as fol-

lows: 74-5002¢./(a) Whenever the stute department of cconomic
development, or words ol like elfecet, is relerred to or designated

by a stalute, contract or other document, such reference or

designation shall be deemed to apply to the departinent of

cconomie development commerce created by this order acl.

(b) Whenever the Kansas economic development commis-
sion e, the director of the department of economic development
or secretary of economic development, ov words of like effect,
are referred to or designated by a statute, contract or other
document, such relerence or designation shall be deemed to
apply to the sceretiry of eeonomie development commerce
created by this erder act.

See. b7 K.S.A. 74-5005 is hereby amended to read as follows:

e

s

yz

o -
74-50051'he department shall be the officidlagency of the state
for the economic development-ef-thestate-thirough the promotion

of business, conmoreo-and industry/within the state. In general,
but not by way of limitation, the department shall have, exercise

and perform the following powers and duties:

(@) To assume central rcsponsihilily/und coordinate within

L4

Transfer of powers and duties.

Departmental name change.

Departmental powers and duties.

trade and tourism

the dcpaf&neﬁ{/ull facets of a comprehensive geconomic devel-

opment pmgmrr/;

‘A////A

(b) e%awﬁmd—euwy—uut‘wm;rdhmted—plem/ with all other

{to develop

' EE%E% government
ig;g term
strategy

coordinate the' strategy

s

state drepmztmeﬂts—tmd—m;tmdw/und state universities which do

and local agencies and offices
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researeh work, develop materials and programs, gather statistics,

or which perforn functions related to ceonomic developmient;

and such sluu:Aw&&m%&ul-&g&xuie&/ﬂmll advise and coop-
crite with the depirtment in the planning and accomplishiment
of the objectives of this act;

(¢) to advise and cooperate with all federal departiments,
rescarch institutions, cducational institutions andd agencies,
quasi-public professional socicties, private business and agri-
cultural organizations and associations, and any other party,
public or private, and to call upon such parties [or consultation,
and assistance in their respeetive liclds of intervest, o the end
that all up to date available technical advice, information and
assistince be gathered for the use ol the department, the gover-
nor, the legislature, and the people of this state;

(d) 1o enter into agrecments necessayy to curry oul the objec-
tives ol this acy;

(¢) to conduct an cllective business information service,
keeping up to date information on such things as manufactaring
industrics, labor supply and cconomic trends in cmployment,
income, savings and purchasing power within the state, utilizing
the services and infonmation available from the division of the
budget of the departinent of admiuistration;

(1) to support a coordinated program ol scientific and indus-

triad research with the objective ol developing additional uses of

the state’s natural resources, agriculture, agricultural products,
new and better industrial products and processes, and the hest
possible utilization of the raw materials in the state; and o
coordinate this responsibility with the universities and colleges
in the state, with all state and federal agencies, and all public and
private institutions within or without the state, all in an efforst to
assist and encourage new industries or expansion ol existing
industries through basic research, applicd rescarch and new
development; .

() o maintain and keep current all available information

regarding the industeial opportunities and possibilities of the

state, including raw materials and by-products; power and water

resources; transportation Lacilities; availuble markets and the

and local agencies and offices
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marketing limitations of the state; labor supply; banking and
financing facilities; availability of industrial sites; and the ad-
vimlages the state and its particular scetions bave as industriul
locations; and such information shall be used for the encourage-
ment of new industries in the state and the expansion ol existing
industries within the stale;

(1) to publicize information and the cconomic advantages of
the state which make it a desirable place for commercial and
industrial operations and as a good place in which to live;

(i) to acquaint the people of this state with the industries
within the state and encourage closer cooperation between the
fming, commercial and industrial enterprises und the people of
the state;

() to encourage and promote the traveling public to visit this
state by publicizing information as to the recreational, historic
and naturad advantages of the state and its facilities for transicnt
travel and to contract with organizations for the purpose of
promoling tourism within the state; and the departinent may
request other state agencies such as, but not limited to, the state
witter resources board, the state park and resources authority, the
Kansas {ish and game commission and the department of trans-
portition, for assistance and all such agencies shall coordinate
information and their respeetive efforts with the departiment to
most efficiently and cconomically carry out the purpose and
intent of this subscction;

(k) to participate in ccononic development and planming
assistimce programs of the federal government o political sub-
divisions;

(1) to assist countics and cities in industrial development
through the establishment of industrial development corpora-
tions, including site surveys, small business adininistration
problems situations, and render such other similar assistimee as
may be required; and in those instances where it is decmed
appropriate, to contract with and make a service charge to the
county or city involved for such services rendered;

(m) to render assistance to private caterprise on planning

problems and site surveys upon requestand shall make o rea-
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sonable service charge for such services rendered; and uny
moneys received for services rendered, as provided in this sub-
scetion, shall be deposited in the fund and expended therefron,
as provided in subscction (n);

(n) to make agreements with other states and with the United
Stales government, or its agencies, and to accept fuuds lrom the
federal government, or its agencies, or any other source for
research studies, investigation, planuing and other purposes
related to the duties of the depawrtment; and any funds so re-
ceived shall be deposited in the state treasury and shall be
eredited to a special vevenue fund which is hereby created and
shall be known as the “economic development fund™ or used in
accordance with or direction of the contributing lederal agen-
cies; and expenditures from said fund may be made for any
purpose in keeping with the responsibilities, functions and au-
thority of the department; and warrants on said fund shall be
drawn in the siwne manner as required of other state agencics
upon vouchers signed by the seeretary;
rcparmmd—pnb!'txh—mr—unnm\l‘fepm&vel#iwﬁwuvi P
and expenditires—for_the information of the go mmilt;:,
publie, and shall, from time @mnme ‘ulmﬁl{mﬁ‘l‘nundaliuus o
the goveror undWmﬂEe/e::::;mwﬂqw\umiﬁ—

ﬁit::;;wfgcr"/icgishuiou found to be necessary or desirable-in
olfettimg-thepurpeses—obthisuel;

_ApY to do other and further acts as shall be necessary and
proper in fostering and promoting the industrial development
and cconomic welfive of the state;

) toorganize, or canse Lo be organized, an advisory board or
boards representing interested groups, including industry, lubor,
agriculture, scientific rescarch, the press, the prolessions, in-
dustrial associations, civic groups, ete.; and such bourd or boards
shall advise with the department as o its work and the depart-
ment shall as fur as practicable, cooperate with such board or
hoards, and secure the active aid theveol in the accomplishment
of the aims and objectives of the department; and

L) toserve as the central agency and clearing house to collect

and disseninate ideas and information bearing on local planning

\/
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problems; and, in so doing, the department may, upon request of
the board of county commissioners of any county or the govern-
ing body of any city in the state, make a study and report upon
any planning problem of such county or city submitted to it

See A7 K.S.A. 74-5008a is hereby amended to read as fol-

lows: 74-5008a/There is hereby established within and as a part

of the department ol economie development commerce a divi-

sion of industrial development business-reernitment/the head of
which shall be the director of industeinl development business

recruitnent’ Under the supervision of the sceretary of eeonomie

development commerce, the director of industeinl development

business+oeruitment/shall administer the division of industrinl

desvelopment business-recritment! The secretary of econonie

development commerce shall appoint the director ol industrinl

development bustressreeraitment’and such divector shall serve

at the pleasure of the seceretary of eeonomie development. The

;/w Division of industrial development.

lindustrial development

director of industrinl development brstressreeruitment’shall be
in the unclassified service under the Kansas civil service act and
shadl veceive an annual salary fixed by the sceretary of eeonomie
development commerce and approved by the governor.

New Sec. 87/ The division of businessreeraitment, is hereby

authorized and cpowered to:

() Foster a climate of agricultural and industrial develop-
ment by providing incentives to businesses and industries lo-
cated principally outside the state 1o expand, locate or relocate
within the state;

(h) to engage in recruitinent of such businesses and indus-
tries by identifying, contacting and informing them of the ben-
elits of expanding, locating or relocating in Kansas;

(¢) maintain and keep current all available information re-
garding the industrial opportunities and possibilities of the state,
including raw malterials and by-products; power and water re-
sources; transportation facilities; available markets and the mar-
keting limitations of the state; labor supply; banking and financ-
ing lacilities; availability of industrial sites; and the advantages

the state and its particular sections have as industrial locations;

and such information shall be used for the encourngement of

o p1v1siop responsibilities. The mission of the
division of industrial development shall be to
attract new business and industry from outside the
state, thereby creating quality jobs, attracting
new capital investment, and expanding and
d1v9r§1fy1ng the state's economic tax base. In
defining this mission, the department and state
government recognizes that the future of the
Kgnsas-egonomy depends largely on the creation of
diversified, value added, primary economic

activity that imports new quality jobs, income and
wealth into the state.

industrial development
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new industries in the state and the expansion ol existing indus-
tries within the state;

(d) o assist counties and cities in industrial development
through the establishment of industrial development corpora-
tions, including site surveys, small business administration
problems, and render such other similar assistance as nay be
required; and in those instances where itis deemed appropriate,
to contract with and make a service charge to the county or city
involved for such services rendered; and

(¢) to acquaint the people of this state with the industries
within the state and encourage closer cooperation between the
farming, commercial and industrial enterprises and the people of
the state.

Sce. 97 K.S.A. 74-5008) is hereby amended to read as fol-
lows: 74-5008h. (a) Ontaly1083-the-effective-dato-of-this-act,

0281 vthe-division-olresonreh-and-publieations-industrial-development
0285 -nd-the-ollice-ofthe-directorolsesonrehsnd-publications-indus-

(286
0287
(02848
0289
0290
0291
0303
0293
0304
0205
0296
0297
0208
0204
4300
04301
0302
0303
0304
(1305

trial-development-ofthedepartinent-ol-economic-development
shatl-he-and-are-hereby-abolished.

~th)~ Except as otherwise provided in this act, all of the powers
and dutics of the department of economic development which
were being exercised and performed immediately prior to the
effective date of this act by the division and director of reseureh
and publications industrial development ave hereby expressly
retained as powers and duties of the department of economie
development commerce. The secretary of economie develop-

ment commerce may delegate and assign such powers and duties

to the division ofbnm'ﬁe#mﬁ‘m‘mwn-{/or any other division or
divisions within the department of economie development com-

merce.

*{ff)-/()l.l’iccrs and employees who, immediately prior to the
effective date of this act, were engaged in the exercise and
performance of the powers and duties specilied in subsection
(1), and who, in the opinion of the seeretary of eeonomie devel-
opment commerce, are necessary to the continued exercise and
performance of such powers and duties shall be retained as

olficers and employees of the departiment of economie develop-

(b)

industrial

development
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ment commerce. Any abolition of personnel positions in the
classified service under the Kansas civil service act shall be in
accordance with civil service laws and rules and regulations
adopted thereunder.

Sce. 7 K.S.A. 74-5008¢ is hereby amended to read as {ol-

lows: 74-5008¢.fThere is hereby established within and as a part
of the department of economie development commerce a divi-
sion of community development, the head of which shall be the

Division of community development.

director ol community dcvclopmcnl.l Under the supervision of

the secretary ol eeonomie development commerce, the director

of community development shall administer the division of

community development. The secretary of economie develop-
ment commerce shall appoint the director of community devel-
opment and such director shall serve at the pleasure of the
secretary of eeconomie development. The director of community
development shall be in the unclassified service under the
Kansas civil service act and shall receive an annual salary fixed
by the sceretary of economie development commerce and ap-
proved by the goveror.

Sce. M7 K.S.A. 74-5009 is hereby amended to read as fol-

The mission of the division of community
development shall be to collaborate in partnership
with 1local Kansas communities to provide grants,
loans and technical assistance to these
communities to stimulate and support economic
development activity. In defining this mission,
the department and state government shall
recognize that business enterprises make decisions
to wundertake, expand and locate new business
activity within a state and its local communities
through an assessment of the combined impact of
state and local tax, expenditure and regulatory
policies on that firm's prospects for growth and
profitability.

lows: 74-5009./The division of community development s
hereby anthorized and empowered to:

(a)  Contract with federal, state or other public agencies and
with qualiflied private persons or agencies and exercise such

other powers as may be necessary to accomplish the purposes of

this act;

(b) advise, conler, cooperate with and assist local govern-
ments, planning commissions, agencies, officials, civic and other
groups and citizens in matters relating to the purposes of the
department and to encourage the development of comprehen-
sive community planning programs;

(¢) apply for, receive, administer, and utilize any grants or
other financial assistance that the federal government, under
;ection 701 of the lederal housing act of 1954, and amendments
thereto, and other public or private sources muke available for
the purposes of the departiment; and

() receive funds from any county, city or olficial metropoli-

Division responsibilities.
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tan or regional planning agency established under the provisions
of K.S.A. 12-716 to 12-724, inclusive, and amendments thereto,
receiving financial assistance for local community planning
work.

See. 120 K.S.A. 74-5045 is hercby amended to read as fol-

lows: 74-5045/ There is hereby established within and as o part

of the department of eeonomie development commerce a divi-

sion of m1ithﬂ+ﬁ%Heﬁﬁ,—éeehm#egy—«md»«mmm’ development,
the head of which shall be the director of smab-business;-tech-

Pivision of existing industry development.

«nﬁh)gy—ﬁﬂd—rwmwee/(lcvcloplncnt. Under the supervision of the

sceretary ol eeonomie development commerce, the divector of

. /
simnb-business—teehnotogy-nndresonred development shall ad-

existing industry

mimster the division of smatbbnsinessstechnotogyand-resonree’
development. The seerctary of eeonomie development con-

merce shall appoint the director of small-businesss—technology

and-resorrec] development and such director shall serve at the

pleasure of the secrctary of econemic development. The director

ol':nnnH-hrrsineﬁﬁ,—{eeirnﬂlﬁgwiﬂd»femmweeltlev“cl()pmcnt shall be
in the unclassified service under the Kansas civil service act and
shall receive an annual salary fixed by the secretary of eesnontie
development and commerce and approved by the governor.
New See. 17 hredivistomrof-smab-bustresssteehmology-and-

resourealdevelopment is hereby authorized and cmpowered to:
L) —Lrometesesourchinadvanced-techuologyand toassistin
the-transteroftechnology-tosmall-businesses-where-andwhen-it

is-henefieink-to-economic—growth-in—Kansas 1

- assist small Dusiness by providing assistance n inter-
preting and applying the laws and administrative rules and
regulations of the state applying to such businessess \D

’@:‘Hﬂ‘*H&e-—ﬂﬁe—eH%e—m\Hlml—r%ﬁum&-h%ﬂH;m;-'m ;

fashionaslo assist in the economic growth of Kansgpess

(d) supporta
rescearch with the objecti ng additional uses of the

state’s natural resources, aget agricultural products, new

and better :n(h/lst'ja products and processe
ble utilization of the raw materials in the state; and Oesardinate

Hﬁ‘)@: rsthHitwith-theuniversitiosandcollegoesin the state,

.////fil_*

Division responsibilities. The

mission of the division of existing industry
development shall be to promote and encourage the
growth, diversification and retention of business
-and  industry in Kansas. In defining this mission,
the department and the state recognizes that the
existing 1ndustry base of the state provides the
best prospect for the growth and diversification
of the economy and new job and wealth creation.
The division of existing industrv

that facilitate
industries

(a) Provide
development of
industries;

(b) facilitate the availability of capital
‘for business growth and quality job creation;

(c) foster the development of a coordinated
statewide network of business assistance programs;

(d) encourage the development of minority
and women-owned businesses;

(e) pursue initiatives that expand
market for Kansas products and services.

the
and startup

programs
existing

the
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j it atstate— ederal-apgenciesund-nH-publie-and-private
0381 institutions=within or without the state, all in an ¢ 'i}art/lmml
0382 and encourage new m fies or expansi existing industries

0383
0384
0365
0386
0387
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0-400
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0403
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through basic research, applic b and new development;

—{er—r _.ﬁ\ﬁﬁiﬂf&ﬁﬁﬁ'ﬂi—ﬁfﬁﬂ{e—&tl{e{ﬁﬁﬁe—m-
11%::” $—7 site—yrrveys-tpon-request.

See. 47 K.S.A. 74-5010a is hereby amended to read as fol-

and

lows: 74-5010afThere is hereby established within and as a part
of the department of economie development division of smal-

Minority business affairs,

\l)tmmea&,‘%*elmewgwmL—wwwrﬁel(lcvelopmcnt the office of
minority business, the head of which shall be the assistant
director of the offiee of for minority business affairs. Under the
supervision of the seeretary of economie development director

of .nnrrh'—bmhreﬂﬁeeknelegy—%md»«mmmme/ development, the
assistant director of the office of for minority business affuirs
shall administer the olfice of minority business-Fheseeretnry-ol—
agonomie development-sommerce—shall-uppoint—the—assistant
dirdgtor of the effiee of for minority husiness affairs and syl
of

welopment. The assistant director of the offje@ of for

assistong director shall serve at the pleasure of the scerels

eeonontie

minority busingss affairs shall be in the unclassifitd service

under the KansadXgivil service act and shall regeive an annual

salary fixed by the sgeretary of econemie velepment com-

merce and approved byNhe governor.

New Sece. 15. There is herehy established within and as a

part of the division of small bisjiyess, technology and resource

development the olfice of ad .l technology, the head of

which shall be the assistag¥director™qr advanced technology.

Under the supervision oftfie sceretary of coqumerce, the assistant

director for advancedtechnology shall adminjster the office of

advanced technoldgy. The secretary of commerdg shall appoint

the assistant difector for advanced technology and stwh director

shall serveAt the pleasure of the secretary. The assistantdirector

for adydiiced technology shall be in the unclassified seree
 the Kansas civil service act and shall receive an annui

(R3]
-1l'n~y fixed ]xy the secretary ol commerce_and ~nl\prnw~{1 hy the

existing industry
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sas adwnced technology commission, referred to in this Act us

the “conknission.” The commission shall promote, develop and

coordinatdeducation, rescarch and cconomic developient pro-
grams in fidkds of advanced technology.
by Theco

quantity ol grac

imission shall seek to improve the gfality and the

ates from Kansas institutions of higher educa-

tion in ficlds of Zdvanced technology, to further the vescarch

capabilities of Kansys institutions ol higher edhication, to provide

incentives Lo attract dad retain superior facydty members at such

institutions and to enlxnce the economig/ health of the state of
Kansas through encouraXing investmenft by both governmental
and private sources in res rcational programs which
promole advanced technoloyy educdlion and research develop-
ment.

(¢) The commission shall pldce priority on those programs
and projects that will enhaneyf ¢ nployment opportunities and
stimulate high technology cegnomiy development in the areas of

agricultural and industrial Hrocesses hiochemistry and related

biotechnical processes, Zompulers, ¥ngineering, natural re-
sources, plastics and te ccommunicationg.

() The commissigh shall exercise its powers and perform its
duties and functiony'specified in this act, wi{hin and as a part of
the depurtinent of ceonomie development O fice of advanced
technology. All pudgeting, purchasing and reliNed management
functions of e commission shall be administeyed under the
direction and supervision of the seerctary ol econduie develop-
ment com

|

ierce.
Sce. K.S.A. 74-5035 is hereby amended to rdyd as fol-

lows:

ily—president—ofWichil—stoteniversity;—e hanceHor—ol-thy
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niversity ol Kansas and president of Pittshurg state universi

be appainted by the governor. These five commissionrs shall

representadvinced teclinology industries and associated busi-

nesses andNat least one of the five commissioness shall be a
representativAof a small business enterprise.

(b)

nor shall be for fo

The termNof cach commissioner appoinded by the gover-

r years, except that, of #iich commissioners

first appointed, two dgumissioners shall Je appointed for terms

of two years and thredcommissionery shall be appointed for

terms of four years. A me ifited or designated o fill a

vacancy arising other than D iZation of such member’s tlerm
shall be appointed lor the unéxgired term of the commissioner
such member is to succeed. ALovmissioner shall be eligible for
reappointment.
(¢) Commissioners shdll receive
section (¢) of K.S.A. 7#3223.
(d)

person rom Hs m

Moounts provided in sub-

The commission shall eleet n ehairperson and viee-ehair-

Anbers: The governor shallNgppoint the chair-

person and vicehairperson of the commissionNI'he seeretary of

ceononie deelopment commerce or the scerethyy’s designee

shall serve/as sceerctary for the commission. The \ommission

wasonable-times.
See. 17 K.S.A. 74-5032 is herehy amended to read as fol-
lows: 74-5032.FThere is hereby established within and as a'part

of the department of economie development commerce a divi-

sion ul'truvclrtfmf'tfﬂn-nﬁd-ﬁjxm—sﬁf—w'ee&{(he head of which shall
he the director of lmvcl;—tem*i—&m—tm(-l—ﬂhw&wieeré Under the
supervision of the secretary ol economie development com-

merce, the director of travel—tourism—and—tilm—services fshall
administer the division of travel tonism-auddilmserviced) The ~

secreliry of economie development commerce shall appoint the

Division of travel and tourism development.

and. tourism development

f{and tourism development.

‘The mission of the division of travel and

non-Kansans alike.

i‘\land tourism development

tourism

shall be to 1increase the number of visitors to
Kansas by promoting the state as a travel and
learning opportunity to both Kansans and
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1 director of travel—tonrismemnd—film—servieesfand such director - \

Lt sty Or a4 » 20 el ! y soeoretar ) 3, e e - ]
0192 shall serve at the pleasure of the s,u,l(‘t‘u)f of economie develop 1and tourism development
o193 ment, The director ()ftruvcl;ﬂmrﬁnﬁﬁfﬁd—ﬁkﬁ—scrwecﬂ/shull be in I

o404 the unclassified service under the Kansas civil service act and

—

0495 shall receive an annual salary fixed by the seerctary of eeonomie
0496 development commerce and approved by the governor.

/g 0197 New See. 197 Fhe-divirioneol-travelh-towrsm—and-filnsers

{Division responsibilities. The division of travel and tourism
0198 wieed is hereby authorized and empowered to: development ‘

‘fice

0199 () Encowrage and promote the traveling public to visit this

0500 state by publicizing information as to the recreational, historic

‘lgivision of trade development.
0501 and natural advantages of the state and its facilities for transient —

O
osve travel and to contract with organizations for the purpose of l trade development
0503 promoting lourism within the state; and
0504 (b)) request olher stale agencies such as, but not limited to, 7
/
LJ

0505 the state waler resomrees—boart] the state park and resources \ trade development. The mission of the division "of
0506 authority, the Kansas fish and game commission and the depart- ‘ trade deve_lopment shall  be to increase sales of

Kansas agricultural and manufactured products,
processes and services worldwide, especially value
added products which diversify the Kansas economy
thereby creating quality jobs, bringing new
dollars, income and wealth 1into the state, and

0507 ment o ransportation, for assistance and all such agencies shall
as08 coordinate information and their respective efforts with the de-
0509 partment to most elficiently and economically carry out the
0510 purpose and intent of this subscction.

/G5 New Scc.,2(f/ There is herehy established within and as a :;gzggigg g?e tggow;?éte ' (éivgrsif i(;é}t ign and
0512 part of the dcpurln@enl‘ of commerce a division ()(‘ fjnrmgnﬁnmr defining this mission, the depagi‘)r?lgl:tl:c angseétat{g
0513 keting, the head of which shall be the director of foreigmmar- | government recognizes that new quality jobs,
0514 keting?, Under the supervision of the seeretary of commerce, the income and wealth within the state are primarily
0515 director of foreign-marketing shall administer such division. The created by the export of broadly diversified,
0516 scerctary of commerce shall appoint the director of foretgr-mur \ Value~adde(j goods and services outside the state
0517 keting/ and such director shall serve al the pleasure ol the \ to the nation and world.

0518 scerctary. The director of %mfg:n-mm*ketmg/shall be in the 2

0519 unclassificd service under the Kansas civil service act and shall \ trade development
0590 receive an annual salary fixed by the secretary of commerce and ‘

0521 uppmv{:(l by the govemor. ,
20 0522 Ncw5hmhgﬁ'4%tﬂﬁwﬂmwﬁ#4wﬁwm_mﬁ¢£HmJB hereby Division responsibilities. The division of trade development
0523 authorized and empowered to:
B —(ﬂ)hllr'emc&e-iﬂveﬁ%mem—iH“Kﬂ»ﬁmf'r%y-mdﬂﬁMeHeeﬂted‘prin«——
025 ~eipaHy-outside-the-United-States—
) o526 (b)  promote the export of Kansas products, agricultural, sci- k /

0527 entific and industrial outside of thelUnited States; e

|state and the '
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w2t b Ae) develop and conduet trade development and market re-
0599 search missions o forcign markets and hostforeign buying teams
0530 visiting Kansas;

0531 ¢ A4d) prepare and distiibute an export divectory and other spe-
o532 cinlized product information to foreign buyers;

0533 ) e identily and develop foreign trade leads; and

05342 A coordinate with and disseminate information regarding
0535 the international grains program and interational trade ivstitute

o536 conducted al Kansas state universily.

Sec. 21. Accountability. (a) The provisions
of the Kansas sunset law apply to the department
of commerce, In order to 1insure that the
department is effectively carrying out its mission
and meeting the needs articulated in this act. The
department shall cooperate with the joint
committee on economic development and Kansas, Inc.
in the performance of an independent performance
review of the activities of the department and the
departmental divisions. The review shall include,
but not be limited to: (1) An assessment of the
impacts of the department's programs corresponding
to the strategic plans of the department and the
departmental divisions; (2) a comparative
assessment of the relative impact of the
department's programs with similar programs in
other states; and (3) a comparative assessment of
the department's programs on different parts of
the state. The review shall be completed or
updated at least once every three years.

(b) The department shall prepare and publish
an annual report of its activities and
expenditures for the information of the governor,
the joing committee on economic development,
Kansas, Inc. and the public, and shall, from time
to time, submit recommendations to the governor
concerning legislation found to be necessary or
desirable in effecting the purposes of this act.
The annual report shall specifically account for
the ways in which the need and missions of the
department and its divisions as described in this
act have been carried out, and the recommendations
shall specifically note what changes 1in the
activities of the department and its divisions,
and of state government are necessary to better
address the need and missions described in this
act.
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Sec.22. Transfer of the office of advanced
technology and the advanced technology commission.
(a) The office of advanced technology shall be
transferred and recreated as the Kansas technology
enterprise corporation on January 1, 1987, upon
completion  of the following tasks and in
accordance with the following schedule:

(1) The governor and the state board of
regents shall complete the appointment of board
members by July 1, 1986.

(2) The Dboard shall conduct a national
search and select a corporation president by
November 1, 1986, who meets a national standard of
experience and ability for similar positions.

(3) At the direction of the board, the
president shall prepare or have prepared a
business plan for the corporation by December 31,
1986.

(4) Upon approval of the business plan by
the corporation board, the plan shall be submitted
to the joint legislative economic development
committee for approval. :

(b) The advanced technology commission shall
be abolished on January 1, 1987. .

(c) The governor and the board of regents
shall consider the appointment of members of the
advanced technology commission to the board of the
Kansas technology enterprise corporation when they
meet the qualifications prescribed in the enacting
legislation for the Kansas technology enterprise
corporation.
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Sceo 220 K.S.ALT4-5002a, 74-5002h, 74-5002¢, T4-5002d, 74-
B002¢, T4-5005, 74-5008a, 74-5008), T4-5008¢, T4-5009, 74-
H010a, 74-5032, F4=-5034:- 745035 and 74-5045 are hereby ve-
pealed

Sec. ?,{\Z;

This act shall take effect and be in force from and

alter/its publication in the statute hook,

January 1,

\[”

1987,

and
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MEMORANDUM

TO: Legislative Economic FROM: ~ David Barclay
Development Commission

DATE: March 19, 1986

Attached are Research Papers prepared by the Policy Analysis and Research
Unit at Kansas Department of Economic Development and the staff at the Institute
for Public Policy and Business Research at the University of Kansas.

1. A Study of Product Development Corporations.

2. Business Retention: Buyer/Supplier and Retention and Expansion
Programs.

3. An Analysis of the Indiana Corporation for Innovation Development.

4. Property Tax Abatements and Exemptions (Excluding IRB Options).

5. Recommendation #1. Establish a task force on agriculture development
and marketing.

] 6. Recommendation #2. Sales tax exemption on all new machinery and
equipment used in manufacturing and on computers for business use.
7. Recommendation #17. Sponsor or organize a financial symposium for

Kansas companies.

8. Recommendation #27. Review the constitutional prohibition on internal
improvements to determine if it should be modified or repealed.

9. Recommendation #28. Facilitate the development of incubators.

10. Recommendation #29. Infrastructure Toan pool for economic development
at the community level.

11. Recommendation #34. Provide state funding for the state business
development center network to expand technical assistance to Kansas

small business.

Attachments
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EXECUTIVE SUMMARY

A product development corporation is a quasi-public organization which
invests money in the development of new products or processes. The money is
invested through royalty agreements with existing in-state companies and is
expected to stimulate job creation and diversification of industry.

Tour states {Connecticut, Iowa, New Mexico and North Caroclina) have pro-
grams in operation. Product development corporations are initially funded by
state appropriations. Invested money is recovered at a rate of approximately 5
percent of new product sales. Royalty payments continue until a multiple of the
state's investment has been returned (for example, Iowa uses a five fold rate of
return and Connecticut varies between 2 1/2 and 5 times depending on contract
terms).

Product development corporations are governed by an appointed board of
directors who have expertise in business and technology development. Staff
makes recommendaticns to the board based on analysis of business plans, company
history and market conditions. The board makes the ultimate decision on funding
applications and developing policy for implementation.

Product development corporations vary in the amount of development costs
which are allowed to be funded. These development costs include labor rates,
materials and supplies, outside services, required testing, and patent costs.
Currently states are investing between $37,500 and $153,000 per project.

Projects are reviewed on the basis of extensive business plans which are
submitted by the requesting company. Key criteria for selection by the product
development corporation include product feasibility, market availability, job
creation and company history. :

Products that are financed by product development corporations typically
range from frozen seafood to integrated microcircuitry for the electronics
industry. The emphasis by existing programs has been on high technology pro-
ducts although any type of new product is eligible.

Additional programs may be developed to supplement the work of a product
development corporation. Start-up funding and loans for equipment purchases are
two examples of additional funding which may be necessary for a company to
develop and market a new product. These types of programs are added to the
portfolio that can be offered by the product development corporation.

The following report describes the programs of the previously mentioned
states in greater detail.



INTRODUCTION

Product Development Corporations are organizations that invest money in the
development of new products or processes. The money is invested through royalty
agreements with the company. Their purpose is to asgist in the creation of jobs
and diversification of products by industry within a state.

To date, four states have product development corporations in operation.
Connecticut, Iowa, New Mexico and North Carolina have developed programs with
varying components. The Connecticut Product Development Corporation (CPDC) was
first created in 1972 and implemented in 1975. Iowa used the CPDC as a model
for creation of the Iowa Product Development Corporation (IPDC) in 1983. New
Mexico has a similar program called the New Mexico Energy Research Development
Tastitute (NMERDI) which has only addressed energy-related products. However,
recent legislation has removed the program from the State Department of Energy
and allowed the funding of all types of products. North Carolina has developed
a hybrid program which coperates through royalties and seed grants.¥

Only Connecticut has had such a program for a period of time long enough to
fully evaluate its results. For the purposes of this study, we will focus on

Connecticut but make special emphasis on the other states where their programs
differ dramatically.

ORGANIZATICHN

What is & oroduct development corporation?

Connecticut's version of a product development corporation is a quasi-
public organization chartered by state legislation. It is governed by a board
of directors which guides policy and makes decisions on funding applications.
It differs from a private corporation in that it is "not for profit" and its
directors are appointed by the governor.

Directors have extensive knowledge in business, technology development, or
both. In Connecticut, operations are conducted by a professional staff that has
in-depth private sector experience. Initial funding for the Connecticut and
Towa programs came from appropriations by the state. As these programs develop,
proceeds from successful ventures and the issuance of bonds and notes are
expected to fund projects and make the programs self-sustaining.

How does a product development corporation function?

Although the enabling legislation is rather broad, the procedure used is to
make joint venture investments in new products with the expectation of recover-
ing this investment through royalties on the sale of the product. The financial
aid is neither a grant or a loan nor does it require an equity position in the
company in which the investment is made. Participation is truly an investment
in the product itself. If the product is a success, the product development
corporation recovers its investment, and if the product fails, the investment is
lost.

Suc
1.) Creation of new jobs and revenue sources;

2.) Covering operating expenses from investment income;
3.) Generating additional capital for future investment;
4.) Repaying the state's initial funding.

% Seed grants - a gift of money given to promising companies in the early stages
of development to assist in the research needed for product development



What is the role of a product development corporaticn im relation to economic
development?

The specific goal of a product development corporation is to create jobs
znd thus increase the state's economic base. In addition, the program assists
in the diversification of existing companies and stimulates the innovation
process necessary to develop new and innovative products during the development
phase. Ultimately, the program is designed to assist in assuring the survival
of existing companies and expansion of product lines in such a way that com-
panies can respond to the increasing competitive activity inm today's economy.

Other areas of impact include maintaining jobs that might otherwise be
lost, increasing tax revenue through corporate and individual taxzpayers, de-
creasing unemployment and welfare costs for workers who might otherwise be
unemployed and recycling the payroll dollars through other businesses in the
state.

How is a product development corporation organized?

As previously indicated, a product development corporation is usually
governed by a board of directors who are appointed by the governor. Their role
is to establish policy guidelines and to review and approve applicatiomns accord-
ing to pre-determined criteria. In addition, a permanent professional staff is
employed to provide technical assistance to submitting companies, make recom-
mendations to the board of directors and conduct the administrative procedures
necessary to implement the program initiatives. During the course of a typical
year, staff must respond tc several hundred inquiries describing the program and
criteria for participation. Staff must be knowledgeable in developing contracts
with participating companies and conducting accounting procedures necessary to
monitor all product costs and reimbursements.

Who serves in a product development corporation?

The board of directors must be made up of pecple who have exhibited success
in the operation of a business or been instrumental in the development of new
technology. Professional staff should have the same generazl experience and
background with the ability to analyze financial statements, product designs and
marketing strategies. The key to making a program of this nature work is to
employ people who will run the operation like a business functioning in the
private sector. The success of future investment opportunities depend on
careful scrutiny and decision making during the initial process.

COSTS

How is a product development corporation funded?

Initial funding in each of the four states has been provided through
legislative appropriations. Generally, this funding is part of a package
designed to address multiple programs that will stimulate a state's economy.
During FY 1983-84, Iowa appropriated $729,000 for product development. In
comparison, Connecticut received $6.0 million for its first year of operation.

Ideally, these programs are designed to become self-sustaining with respect
to operating expenses. Application fees and royalty payments are the methods of
reimbursement to a product development corporation.



How is the monev invested?

Once a product plan has been approved, a product development corporation
pays a certain percent of allowable development costs on the basis of monthly
invoices submitted by the company (Connecticut - 60%Z, Iowa - no limit, New
Mexico - no limit, North Carolina - $50,000 per project). Typical allowable
costs include labor at a burdened rate®, materials and supplies, outside ser-
vices, required testing and approval procedures, patent application costs, and
special molds, dies, and fixtures. In general, all costs, other than for
capital equipment, incurred from concept to a production-ready product may be
eligible.

Are there criteria or guidelines for limiting the amount of money invested on a
given project?

States have varying levels of funding for individual products. In Connec-
ticut, the product development corporation may provide up to 60 percent of
eligible costs whereas Iowa will provide a percentage up to an agreed upon
dollar limit. New Mexico has no limit on the amount of money to be funded for
development costs although it is hoped that the company will contribute a
portion. The North Carolina Innovation Research Fund of the Technological
Development Authority (TDA), a cross between a royalty and seed grant program,
has a maximum award of $50,000 per product. It is expected that the remainder
will be provided by the company or its principals from their own funding
sources.

Project approval and the amount to be invested are based upon careful
analysis of a business plan submitted by the company. The preparation of a
business plan forces the applicant to consider all aspects of the process
including where the money will come from.

In what manner is a product development corporation repaid?

As previously stated, a product development corporation does not operate
through loans or grants but rather from royalties on the sales of the funded
products. Therefore, return on the investment parallels that of the client
companies. Royalty percent is determined individually, but generally is 5
percent of new product sales. Royalty payment continues until a multiple of the
state's investment has been returned. Iowa has a goal of a five-fold rate of
return. Once the project meets those commitments the contract is considered
fulfilled and the royalty payments end. Connecticut drops the royalty rate to a
lower percentage and continues for a fixed additional time after the multiple
(from 2 1/2 to 5 times depending upon the contract payback schedule) is reached.

Prepayment of royalty is always acceptable and complete buy-out offers are
considered. Royalty obligations stop when product sales stop or when the

required payback has been met.

What is the average cost of a project to the state?

As might be expected, average size of product development corporation
investments have increased over the past few years. In Connecticut, investments

* burdened rate - labor costs plus additional indirect costs such as administra-
tive, insurance, unemployment compensation, etc.



increased from $90,000 per project in the 1979-1980 fiscal year to $291,000 per
project in the 1984-1985 fiscal year. Towa's first year of operation resulted
in an investment of $152,000 per project. An increase can be expected in future
years due to general inflaticnary trends and the submittal of more sophisticated
development projects with greater potential for job creation. North Carolina
invested an average of $45,000 per project in 1984 and $34,100 per project in
1985, but the state has a cap of $50,000 per individual project. In general,
the state must carefully balance the amount of investment against the number of
jobs that are expected to be created.

PRODUCTS

What is the criteria for a product to be considered?

In considering a new product for its portfolie, Connecticut, Iowa and North
Carolina require the applicant to prepare a business plan. This business plan
forces the applicant to address the issues of financing, production, marketing
and distribution. Some of the key evaluation criteria include:

1.) Product Feasibility. Likelihood of successful development of the
proposed product is assessed.

2.) Company Ability. Exzperience of key persomnel is evaluated, based upon
their track record, to predict ability to complete the product de-
velopment and then produce and sell the product successfully. Techni-
cal, manufacturing, marketing, and financial skills are considered.

3.) Market Availability. Assuming successful product development, there
must be a suitable prospective customer base for the new product at
its projected selling price. Further, the predicted product life must
be long enough to provide a suitable return on investment.

4.) Job Creation. New jobs created as a result of approved projects are

required to remain in the state. These jobs may be within the

client's facilities or those of in-state contractors to the client
company. Although no fixed number of jobs are required, evaluation of
an application relates the number of jobs projected to the amount of
funding sought.

Overall Financial Condition. Successful product development, produc-

tion, and marketing is most apt to occur in companies financially

sound in areas not supported by a product development corporation. A

favorable financial history and cash flow projection, as well as

likely available sources of additional capital which may be required
must be demonstrated.

w
N
N

Additional questions concerning protection by patents and the companies
record as an employer should also be evaluated. Perhaps the bottom line is
whether the number of new jobs created by the project will justify the state's
investment.

What kind of products are considered?

Connecticut indicates that the products sponsored by them cover a wide
range from frozen seafood to computer controlled telecommunications equipment
and from bathroom accessories to solar collector panels. Iowa's products
include integrated microcircuitry for the electronics industry, computerized
telemarketing equipment, a new form of electrolyte solution used in kidney
dialysis, and a new retro-reflective process for treating fabric. New Mexico,



through their Energy Research Development Institute, only invests in products
that relate to the energy field. The emphasis is clearly on products which
could be considered as "high technclogy" but the states indicate that they will
consider any product or process which is innovative or new. This would include
innovative processes for the producticn of old and familiar products as well as
new products to fill needs.

How many proijects mayv be considered in a given vear?

Product development corporations respond to hundreds of inquiries regarding
their programs. Although a majority of the inquiries are considered inappropri-
ate for one reason or another, Connecticut indicates that these contacts usually
result in 10 to 15 formal applications and 5 to 7 new projects during a typical
year. JIowa considered 10 formal applications and funded four projects in it's
first year of operation. Compared with the number of legitimate inquiries made,
Towa funded 3.337Z of the total company response to the new program. Connecticut
indicated that they funded 3% of the legitimate inquiries made. The level of
appropriations and the comparison of jobs to investment will help to determine
how many products may be funded in a given year.

What happens if a product does not work out?

Since the state is investing money in the development of a product, failure
by the company to complete the production and marketing process will result in
the loss of money to the state. This makes a product development corporation
more of a risky venture than normal venture capital programs which maintain
secured interests in their loans or grants. This also underlies the importance
of careful evaluation of a companies' business plan and product strategies.

Over the years, Connecticut has funded 63 new and innovative products. Of
this total, 7 have been abandoned for one reason or another. The net cost to
the state of these abandoned projects has been $162,000 or less than 37 of the
total funds committed to date.

What kind of success has been experienced by states with product development
corporations and how is success measured?

States have used a couple of measures to determine the success of their
product development corporations. These include:

1.) Return on investment. Expressed by royalty income as a percentage of
total taxpayer investment.

2.) Cost per job created. Determined by dividing taxpayer investment by
) the number of jobs created.

Of the four states, only Connecticut has been in operation long enough to
develop figures which indicate a return on investment. During the fiscal year
ending June 30, 1985, this figure reached 18.5Z. It is anticipated that this
return on investment will be in the range of 207 to 25% as the program reaches
maturity.

In regard to cost per job created, Connecticut has invested $8.9 million
dollars in the direct creation of 803 jobs. This translates into a cost of
approximately $11,080 per job. Iowa has expended $1.0 million to create 73 new
jobs or approximately $13,699 per job. New Mexico has invested $2.6 million to



create 126 jobs. This equals about $20,635 per job. North Carclina has only
been in existence eighteen months and has not developed any figures on jobs
created. The figures for the three states do not consider the ripple effect
which may occur on the state's economy due to additional jobs created by sup-
pliers, etc.

A third measure which might be helpful is the number of jobs per project.
This measure could be used in comparing projects during the application stage.
Connecticut has received 803 jobs from the funding of 63 projects. This equals
12.7 jobs per project. Iowa has created 73 new jobs from the investment in
seven projects or 10.4 jobs per project.

Connecticut Jowa New Mexico North Carolina

Initial
Investment $6.0 million  $729,000 $1.12 million $225,000
State Dollars

Invested $10.9 million  $1.0 million  $2.6 million $600,000
Cumulative
Progra
Funds $22.8 million $1.2 million  $3.0 million $850,000
Number of

Jobs Created 803 73 126 ---
Number of Projects 63 7 17 16
Average Cost per

Project $141,270 $142,857 $152,841 $37,500
Cost per Job

Created $11,080 $13,699 $20,635 ---
Jobs per Project 12.7 10.4 7.4 ---
Return on .

Investment 18.5% --- -—- -
Length of Program 11 yrs. 2 yrs. 3 yrs. 2 yrs.
Size of Staff 7 1 (part-time) 12 * 4

Allowable develop-
ment costs funded 607% no limit no limit $50,000

Table 1. Selected Comparisons

1 . . . . .
Includes state monies invested in products, royalty income receipts and
program operating costs.

% Staff is comprised of twelve people who work on several programs including the
product development corporation.



CPERATION

How do companies apply for participation?

Companies contact the product development corporation for a preliminary
discussion of their needs and possible eligibility for the program. If a mutual
interest is established, the application procedure begins. A project director
visits the company to get a better understanding of their needs and abilities.
Assistance is provided in developing a business plan for submittal.

If the business plan indicates eligibility and a reasonable likelihood of
success, a formal application is submitted. In both Commnecticut and Iowa 2
non-refundable application fee of 1/4 of one percent of the money requested from
the product development corporation must accompany submittal. The minimum fee
is $100.00.

Further analysis of the business plan may require additional submittals of
information. The project director is responsible for helping an applicant build
the strongest possible business plan and to evaluate and make recommendations to
the board of directors.

Are there specific time frames or delays in processing a project?

Roth Iowa and Connecticut indicate that notification of approval or disap-
proval usually occurs approximately three months after the submittal of a
complete business plan. Availability of funding may occur as soon as one month
after approval. The key to timely project completion relies on complete and
accurate submittals by the cocmpany.

Are there specific problems in starting or maintaining the operation of such a
program?

One state indicated problems developed during the start of the program
because legal constraints had to be addressed. Constitutional authority was not
available until amendment changes could be made.

Operating problems include difficulty in obtaining quorums at board meet-
ings due to size (7 volunteer political appointments), adequate staffing to be
able to provide expertise needed to analyze a variety of complex issues and
interactions with legislators and econcmic development authorities who consider
the corporation as a government agency instead of a business operation.

Are there specific recommendations that would improve upon existing product
development operations?

Towa has found that a more participative posture in relation to company
operations is desirable. To satisfy this, they have included a requirement that
the product development corporation must have a voting seat on the board of
directors of client companies. This enables them to help guide the direction of
the company and thus increase the surety of the project.

A second recommendation is that provisions for contract assistance in
analyzing projects be contained in the enabling legislation. Prior experience
indicates that staff, no matter how well chosen, can not be experienced or
knowledgeable in all instances which arise in project review.



Are there other programs which may operate in conjunction with a product
development corporation?

Since a product development corporation usually deals with established
firms, Connecticut found a need to address financing for firms which have just
been formed, or are in the process of formation. The state responded to this
need by creating a special Start-Up Program which provides financing of products
under royalty agreements for mew companies.

The Connecticut Innovation Development Loan Fund is a revolving loan fund
which provides low interest working capital loans to companies with innovative
new products. The loans may be used to buy machinery and equipment for produc-
tion of a new-product, for inventory build-up, and to introduce and sell a new
product or process. Loans are available to companies located in designated
long-term economically disadvantaged areas within the state.

Another program which is being tried is for the state to take an active
role in the marketing of sponsored products. Connecticut represents the pro-
ducts as a group at national and international trade fairs. The state acts as a
contact point for the client companies to establish domestic and oversees
markets for the products.

What specific legislation is needed to authorize a product development corpora-
tion?

Copies of the statutory authority for Connecticut, Iowa, New Mexico, and
North Carolina are included at the conclusion of this report.
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+2-23p COMMERCE AND ECONOMIC DEVELOPMENT

© § 32-23p. Loans by the authority in aress of high unemployment

The authority may determine to make long term loans approved on or after July 1,
1978, for any industrial project located in an area of high unemployment financed with the
proceeds of capital reserve fund bonds at an interest rate which is substantially equal to
the interest rate payable on such bonds adjusted to reflect issuance costs. The authority
may also determine not to charge mortgage insurance premiums. with respect to mort-
gage loans approved on or after July 1, 1978, for any indusirial project located in an area
of high unemployment the payments on which are insured pursuant to section $2-16.
Any such determination shall apply to all loans made and mortgages- insured during the
period the determination is in force and, once applicable to a loan or mortgage, shall
remain applicable for the full term of the loan or mortgage. The authority may reseind
any such determination at any time if the authority finds in its sole judgment that the
rescinding of the determination may be necessary in order to preserve the financial
integrity of the authority or the insurance fund. This section shall not apply to any other
fees or charges jmposed by the suthority, including without limitation application,
acceptance, commitment, special purpose, bond issuance and attorney’s fees, which may
be charged without regard to the location of the proposed industrial project.

(1978, P.A. T8-357, § 4, eff. July 1, 1978) . ST
§ 82-23¢. Exemption from maximum interest and charges on loans

The provisions’ of sections §7-4' dnd 37-6 shall not apply to any bond, note or other
obligation issued by the Connecticut development authority, or any ‘loan, lease, sale
agreement, note or other obligation evidencing. a financial obligation to the authority.
(1981, P.A. 81384, § 10, eff. June 29, 1981.) ’ . ' ’ '

Library References I . ) L
States e=121, "~ o o @ T
C.J.S. States 8§ 203, 223. : o . SR P

§ 32-23r. Preference in emp!dy;nerit: byﬂbsi’mw.e'ra and morigagees

The Con'n‘eét'icut development authority shall require in all instances that a borrower or
mortgagee shall enter into an agreement with the authority to give preference in
employment, to persons as set forth herein: R S

(1) Where the funds involved are to be used for the purchase, lease or alteration of an
existing facility which has been inoperative and the borrower or mortgagee intends to
make, assemble or produce produets and or services comparable to those previously made,
assembled, or produced at such facility, preference shall be given to those previously
employed af such facility within. the twelve-month period immediately preceding its
closing in the order of their total length of employment at the closed facility, provided

that they can perform the work required by the borrower or mortgagee at such existing
facility; - - o0 - - L o :

(2) Where the funds involved are to be used for the purchase, lease or alteration of an
existing facility which has been inoperative and the borrower or mortgagee intends to
make, assemble or produce products different than those previously made, assembled or
produced at the facility, preference in employment and training shall be given to those
previously employed at such facility within the twelve-month period immediately preced-
ing its closing in the order of their total length of employment at the closed facility,
provided such training shall not exceed twelve weeks; and
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(3) Where the borrower or mortgages is not the operating or pi‘pdzcing er;ili:y. a&o‘r};:
facility being financed, the borrower or morigagee sh.all be ijequfre to e? ”t’;emabo(ve
irrevocable agreement with the operating or producing entity go;iltalmixlg the above
requirements and proof of such agreement shall be provided to the authority ’
approval of any funds or insurance. o

(1981, P.A, 81-384, & 11, eff. June 29, 1981.)

Library References ‘
Civil Rights &9.10. - ' ‘ -
C.J.5. Civil Rights § 59 et seq. - . o

§ 32-23s. . Interpretation of certain amendments ‘(f ‘ L O - dgzzg
o sections 82-11a, 32 93¢ 32-23d, 32-23¢, 32-231 and 32-23j
h ndments to sections 32-11a, 32-16, 32-23¢, 32-23d, : 23f and
efg\ecii\?:l fm June 29, 1981 are intenéed and shall be constr'ugd as a ClctﬂflCdtll(?ﬂ .Zmd
expansion of the powers of the Connecticut development authority, and s}xall not limit, or.
impair any obligation incurred or right ga_xercis_ed:}qy the‘»a,uphpﬂty,‘pnder_lts powers pru?r
to said date. T . D . .
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§ 32-32. Shert title

This chapter shall be known as and may be cited as the “Connecticut Product
Development Corporation Act.” '

(1972, P.A. 248, § 1, off. May 10, 1972)

tional delegation of legislative authority. Wilson
v. Connecticut Product Development Corp. (1974)
356 A.2d 72, 167 Conn. 111. .

Act establishing Connecticut Product Develop-
ment Corporation, to provide direct financial as-
sistance to state private enterprises, was not

" unconstitutional since it served a public purpose,
Id. K R S -

Notes of Decisions

1. In general

Act establishing Connecticut Product Develop-
ment Corporation to provide direct financial as-
sistance to state private enterprises contained
adequate standards to guide discretion of offi-
cers of the corporation in their administration of
the: program, and thus was not an unconstitu-

§ 82-33. " Legislative finding e ‘ ' IR B

It is found and declared that there exists in the state a great and growing nieed for
industrial and commercial development and activity to provide and maintain employment
and tax revenues, that assistance and encouragement of industrial and commercial
development to provide and maintain such employment and revenues +is an important
function of the state; that the availability of financial assistance is an important
inducement to industrial and commereial enterprises to remain or locate in this state; that

- there exists in the state a serious shortage of venture capital to promote the development

and exploitation of invention and products; that this shortage has resulted and will result
in a serious decrease in the development of new business enterprise and job opportunities
in Connecticut; and, further, that providing state financial assistance for the development
of products, innovation and invention for industry in this state will assist in the creation
of new products and industry in this state, resulting in increased employmént and public

- revenues; and therefore the necessity in the public interest and for the public benefit and

good for the provisions of this chapter is hereby declared as a matter of legislative
determination, It is further found and declared that Connecticut ranks very high among
the states on a per capita basis in the amount of prime defense contracts awarded; that
the economies of many areas in the state and the employment opportunities offered by
many businesses in the state are heavily defense-dependent and would suffer severe

" adverse impacts in the event of prime defense contract’cuthacks; that there exists a great

and growing need for assistance to and encouragement of defense-dependent businesses
and other businesses and enterprises in finding solutions for the problems related to
defense conversion and in executing new technologies which will maintain employment
and tax revenues in the event of prime defense contract cutbacks; that assistance and
encouragement of defense-dependent businesses and other businesses and enterprises in
finding solutions for the problems related to defense conversion and in executing new
technologies which will maintain employment and tax revenues in the event of prime
defense contract cutbacks is an important function of the state; that the availability of
financial assistance is an important inducement to defense-dependent businesses and to
other businesses and enterprises to remain or locate in this state and to develop
non-defense-related capacities or expand their existing non-defense-related -capacities;
that there exists in this state a serious shortage of venture capital to promote the
development and exploitation of non-defense-related invention and products; that this
shortage has resulted and will result in a serious decrease in job opportunities in the
event of prime defense contract cutbacks; and, further, that providing state financial
assistance for the development of products, innovation and invention for defense conver-
sion by defense-dependent businesses and other businesses and enterprises in this state
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will assist in the creation of new producis and indusiry in this state, reducing the
deppndency of the businesses in this state on defense contracts, and resulting in the
maintenance ?f employment and public revenues in the event of prime defense contract
cutbacks; and therefore the necessity in the public interest and for the public benefit and

good for the provisions of this chapter is hereby declared as & matter of legislative
determination. .

(1972, P.A. 248, § 2, eff. May 10, 1972; 1980, P.A. 80~267, § 1)

1980 Amendinent

1980, P.A. 80-267, § 1, added the second sen-
tence relating to defense contracts,

§ 32-3¢. Definitions .~

As used in this c}}apf;er, the followinvrg’ terms shall have the following méaniﬁgs Lmless
the context clearly mdlcates’an'gthep meaning and intent:

(1) ”Corporation” means the _‘Cyp.m‘l'eéﬁic»it Produet Development Corporation as, created ‘
under section. $2-35; AR Coe I
(2) “financial “aid” ‘means the" infusion of risk capital to ’péisons,fof_ use in’ the

development and exploitation of ‘specific inventions-and. products;. .
(3} “invention” means-any new process or new technigoe without régard to whether 2
patent has or-could be granted; : R Cou P o

business, or proposing to carry on business, within the state;

(E? .“product".mear_is any product, device, technique or process, which is oArv may be
exploitable commercially; such term -shall not refer- to pure research but shall be
construed to apply to such products, devices,: techniques or ‘processes” which have

TR T T L LU S
(4) “‘person” means any individual, partnership, corporation or joint venture carrying on

- advanced beyond the theoretic stage and are’ readily capable of being, or have been,’

reduced to practice; ..

R T A

(6) “‘venture” means, without limitation, any contractual arrangémeht with any person

- whereby the corporation obtains rights from or in an invention or product: or proceeds

therefrom in exchange for the granting of financial aid to such persosn.
(1972, P.A. 248, § 3, eff. May 10, 1972) . - '
§ 32-36. Connecticut Pmduc‘t'Develapmem Corporation | ) o .
(2) There is hereby (;'réabed a body ‘corporate to be known ag the “Connecticut Produet
Development Corporation,” Such corporation is constituted 4 quasi-public instrumentali-

ty and the exercise by the corporation of the powers conferred in this chapter shall be
deemed and held to be the performance of an essential public function, :

(b) The corporation shall be governed by a board of seven directors to be appointed by
the governor, at least five of whom shall be knowledgeable, and have favorable reputa-

- tions for skill, knowledge and experience, in the areas of the development of technological

invention anfi one of whom shall be the commissioner of economic development, who shall
serve ex officio pursuant to section 32-1¢ and shall have all of the powers and privileges
of a .me.mber of the board of directors. The term of each director other than the
commissioner of economic development shall be coterminous with the term of the
governor or until a successor is chosen, whichever is later. A director shall be eligible for
reappointment. The governor shall fill any vacaney for the unexpired term. :

1313
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(c) The directors shall annually elect one of their number as chairman and one as

secretary.

The board may elect such other officers of the board as it deems proper.

Members shall receive no compensation for the performance of their duties hereunder but
shall be reimbursed for necessary expenses ineurred in the performance thereof.

(d) Bach director of the corporation before entering upon his duties shall take and
subscribe the oath or affirmation required by article eleventh, section 1, of the constitu-

tion.
of the state.

A record of each such oath or affirmation shall be filed in the office of the secretary

{e) The corporation shall be within the department of economic development for

administrative purposes only.

(1972, P.A. 248, § 4, eff. May 10, 1972; 1974, P.A. 74-273, § 1, eff. July 1, 1974; 1977, P.A. T7-614,
- § 288, eff. Jan, 1, 1979; 1979, P.A. 79-560, & 38, eff. July 1, 1979; 1962, P.A. 8258, § 1, eff. July 1,

1982 ..
+ 1974 Amendment

(b), former second sentence which provided that
“On or before May 1, 1972, the governor shall so
appoint six ‘members of said board, two to serve_
for two years, two for four years and two for six™
years from July 1, 1972.”; amended second sen- .
tence of subsec. (b) by substituting “July” for
“May” following “On or before”, by deleting

“thereafter” -following “even-numbered years’; -

and be deleting “so” following “governor shall”;

and by adding subsec. ().
1977 Amendment .. . T

rewrote subsec. (e) which formerly read “(e) The .
corporation shall be an autonomous body within
the department of commerce for fiscal and bud-
getary purposes only.'". -~ v T e e
1979 Amendment

(RTINS

1979, P.A. 79-560, §°38, eff. July 1, 1879, °

rewrote subsec. (b) which formerly read: - ,
-~ *{b) The corporation shall be governed by a
board of six directors to be appointed by the
‘ governor, at least four of whom shall be know-

ledgeable, .and -have favorable reputations for :

skill, knowledge and experience, in the areas of
the development of technological invention. .On

. or before July first of the even-numbered yeays,
the governor shall appoint directors to succeed
“those whose terms expire for terms of six years -
from July first in the year of their appointment
and until their successors have been appointed.
"A director shall be eligible for reappointment. .
The governor shall fill any vacancy for the unex-
pired term.”

54-38 ...

B 1982 Amendment
1974, P.A. 14-273, § 1, deleted, from subsee.” '

" 1982, P.A. 82-58, § 1, amended subsec. (b) by
adding “and one of whom shall be the commis-

. sioner of economic development, who shall serve

ex: officio pursuant to section 32-lc and shall
have all of the powers and privileges of a mem-
ber of the board of directors” following “devel-
opment of techriological invention”, and by in-
serting “other than the commissioner of econom-
ic development” fallowing “The term of each

-director”. -
, o ..71982, P.A.-82-58, § 2, provided: - :
e e T N .u s . -n'_ .
“U1977, PIA. T1-614, § 288, eff, Jan. 1, 1979, ¢ v ack shall take effect July 1, 19827 -
+ Crass References . - :

. Administrative purposes- only, definition, see

C it - : . y !
: . Notes 6f Daclsions °

1. Ingeneral = Co
Act establishing Connecticut Product Develop-
ment Corporation, to provide direct financial as-

sistance to state private enterpiises, was not
unconstitutional since it setved a public purpose.

" Wilson - v. ' Connecticut’ Product Development
< Corp. (1974) 355 A.2d 72, 167 Conn. 111.

Act establishing Connecticut Product Develop-
ment Corporation to provide direct financial as-
sistance to state private enterprigses contained

.,adequate standards to guide discretion of offi-

cers of the corporation in their administration of
the program, and thus was not an unconstitu-
tional delegation of legislative authority, Id.

§ 32-36. Perpetual succession. Termination ) i i
The corporation shall have perpetual succession and shall adopt, amend and repeal
bylaws and regulations for the conduct of its affairs. Such succession shall continue until
: 3714
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§ 32-39

i

4 the existence of the corporation is terminated by law, provided no such termination shall

affect any outstanding contractual ohligation of the corporation to assist any person and
_ the state shall succeed to the obligations of the corporation under such contract. Upon

« termination of the corporation its rights and properiies shall pass to the state.

(1972, P.A. 248, § 5, eff. May 10, 1972,

] § 32-37. B.o'm‘f{i of éirécwrs- .

-‘The powers of the corporation shall be vested in and exercised by the. board of

' directors. Four members of the board shall constitute a quorum and the affirmative vote

of a majority of-the members present at a meeting of the board shall be necessary and

--sufficient for any action taken by the board. - No vacancy in the membership of the hoard
- shall impair the right of 8 quorum to exercise all the: rights and perform all the duties of
. the board. Any action taken by the board may be authorized by resolution at any regular
¥ or special meeting and shall take effect immediately unless otherwise provided in. the

resolution. Notice of ‘any meeting, ‘whether special or regular, shall be’ given, by
telephone or orally, not less than forty-eight hours prior to the meeting.. Thé board may
delegate to one or more of its members, or its officers, agents and employees such powers

. and duties as it may deem proper.

(1972, P.A. 248, §'6, eff. May 10, 1972,

8 §2-88, President <~ U T i s TR T i s

"The board shall appoint 4 president of the corporation who shall not be 4 member of the
board and who shall serve at the pleasure of the hoard and shall receive such compensa- -
tion as shall be determined by the board... The president shall be the chief administrative
and operational officer of the corporation and shall direct and supervise administrative
affairs and the general management of the corporation. The president may employ such
otlier “employees as shall be’ designated by the bhoard of directors;” shall attend all
meetings of the board; keep a record of all proceedings and maintain and bé custodian of
a1l books, ‘documents and papers filed with the corporation and of the minute book of the
corporation and of its official seal.” He may cause copies to be made of all minutes and
other records and documerits: of the corporation and may give certificates under the
official seal of the corporation to the effect that such copies are true copies, and all
persons dealing with the corporation may rely upon such gertificates. o L
(1972, P.A. 248, § 7, 6ff May 10, 1972) T =" VArT oG et e e
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_The purpose of the corporation shall be to stimulate and encourage the developnient of
new products within Connecticut by the infusion of financial aid for invention and
innovation in situations in which such financial aid would not otherwise be reasonably

available from commercial sources, and for this purpose the corporation shall have the"
following powers: . . : ' o o S : .

§ 32-39.. Corporate purpose; powers’. *.+ . o o o s ol

(1) To have perpetual suceession as a body cofpombe and to adopf bylaws, policies é.nd
procedures for the regulation of its affairs and conduct of it businesses ag provided in’
section 32-36; i . ' : ‘ ~ :

(2} To enter into venture agreements with persons doing business in Connecticut, upon
such terms and on such conditions as are consistent with the purposes of this chapter, for

- the advancement of financial aid to such persons for the development of specific products,

procedures and techniques, to be developed and produced in this state, and to condition
375
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such agreements upon contractual assurances that the benefits of increasing or maintain-
ing émployment and tax revenues shall remain in this state’ and shall accrue to it;

{3) To receive and accept aid or contributions from any source of money, property or
labor or other things of value, to be held, used and applied to carry out the purposes of
this chapter, subject to the conditions upon which such grants and contributions may be
made, including but not limited to, gifts or grants from any department or agency of the
United States or the state; T -

“{4) With.the approval of the secretary of the office of policy and management, to
acquire, lease, pgrchase, manage, hold and dispose of real and personal property in the
state of Connecticut and lease, convey or deal in or enter into contracts with respect to

’such property on any terms necessary or incidental to the carrying out of these purposes;

prqvfd_ed, however, that all such acquisitions of real property shall be subject to-the
provisions of section 4-26b; - Co U R

“*7(5) 'To borrow money to the extent bérmitted'unéer this chapter;-

“46) To -hold patenté,:copy'rights.ftrademarks' or any other evidences of protection or
exclusivity-as to any products as defined herein, issued under the laws of the United
States or any state or any nation; . . - - : i I :

(7). To employ such assistz_mts, agents and other employees, who shall be state employ-
ees in the unclassified service, and to engage consultants, attorneys and appraisers as

- may be necessary or desirable to carry out its purposes in aceordance with this chapter; -

+:(8) To.make and enter into all contracts and agreements necessary or incidental to the
performance of its duties.and the execution of its powers under this, chapter;

= (9) To sue and be sued, plead and be impleaded, adopt 4 seal and alter the same-at

‘pleasuie; . = L A , N
" (10) With. the approval. of the. state treasurer, to invest any funds not nee"déd“.fqi',

immediaté usé or disbursement, including any funds held in reserve, in obligations issued

“or guaranteed by the United States of America or the state of Connecticut and in other

obligations which are legal investments for savings banks in this state, provided.that the
provisions of Subsection (14) of section 36-96 shall not be applicable to any investment in
such obligations; -~ " L . : N
(11) '.Ifo_ procure insurance against any loss in connection with its property and other
assets in such amounts and from such insurers as it deems desirable; .o
(12_) T(_)~ the e;itgpt gei*mit’oed under its contract with other persons, to consent to any
termination, modification, forgiveness or other change of any term of any contractual
right, payment, royalty, contract or agreement of any kind to which the corporation is a
party; 2 , .i,,v": . . '.\ . v‘. " » A‘ B :
{13).To do anything necessary and convenient to render the bonds to be issued under
section 32-41 more marketable; S A Ce e o
514) To do all acts and things necessary and convenient to carry out the purpvoseévof
this chapter. . .- : e R .
(1972, P.A. 248, § 8, eff. May 10, 1972; 1975, P.A. 75-425, § 55, eff. July 1,1975; 19717, P.A. 71-614,

§ 19, eff. Oct. 1, 1977; 1979, P.A. 79-231; 1979, P.A. 79-233, § 8; 1980, P.A. 80-267, § 2; 1980, P.A.
80-483, § 99, eff. June 6, 1980.) S . -

1975 Amendment

1975, P.A. 75-425, § 55, added, to subd. (4),
the proviso. :

1977 Amendment

1977, P.A. 77-614, § 19, provided for change

of term from '‘commissioner of finance and con-
R
(R

i B

* ments for savings banks in this state.”. . -

97T Amendinent’ Tt

o

PRODUCT DREVELOPMENT CORP, § 3847

1480 Awendimenis . : -
1989, P.A. B0-267, § 2, inserted, in sobd. (&,
1979 Amendments ’ . “or maintaining” following “benefits of increas-
1978, P.A. 79-231 included, in subd. (7, ©, mg" R - : ;
sttorneys”, © - t 1980, P.A. 80-483, & 99, substituted, in subd.
© 1979, P.AL 79233, § 8, added, at the end of  (10), the reference to “(14)" for *14b" following
subd. (10}, the provise following “legal invest- w0 provisions of subsection”: © - -

trol” o “seeretary of the office of policy and
management”. :

§ 32-40. App!icatibns for financial aid .

* " All applications for financial aid shall be forwarded, together with an application fee
prescribed by the' corporation, to the president of the corporation. The president, after
preparing necessary records for the corporation, shall forward each application to the
staff of the corporation, for an investigation and report concerning the advisability of
approving the proposed financial aid for such cormpany and concerning ‘any other factors
deemed relevant by the corporation. Such investigation and report shall include, but shall
not, be limited to, such facts about-the company under consideration as its histoty, wage
standards, job opportunities, stability of employment, the extent of its ‘dependency on

. defense contracts, past and present financial condition and structure, pro-forma income

statements, present and future markets and prospects, integrity of management as well
as the feasibility of the proposed product and invention to be granted. financial aid,

. “including the state of development of such product as well as the likelihood of its

commercial feasibility. After receipt and consideration of the above report and after such
other action as is deemed appropriate, the corporation shall approve or deny the applica-
tion. ‘The applicant shall be promptly notified of such action by the corporation. In .

" making the decision as to approval or denial of an application, the corporation shall give

priority to those persons (a) whose businesses are defense-dependent, or are located in
municipalities which the commissioner has declared have been severely impacted by prime
defense contract cutbacks pursuant to sectior 32-56, and (b) whose proposed product or
invention is to be used to convert all or a portion of such person’s business to non-defense-
related industrial or commercial activity, or to create a new non-defense-related industrial
or commercial business, For purposes of this section, a defense-dependent business is
any bisiness that derives over fifty per cent of its gross income, generated from
operations within the state, from prime défense contracts or from subcontracts entered
into in connection with prime defense contracts, a significant portion of whose facilities
and equipment are designed specifically for defense production and cannot be converted
to nondefense uses without substantial investment. = =~ 77 e '
(1972, P.A. 248, § 9, eff. May 10, 1972; 1977, P.A. T7-71; ’1980, P.A. 80-267, §3) .
Soell bt jegg Amendment R s
1977, P.A. 77-77 deleted the former last sen-

1980, P.A. 80-267, § 3, inserted, in the third
tence which read, “Such approval shall be condi-

gentence, "“the extent of its dependency on de-
tioned upon payment to the corporation, within
such -reasonable time' after notification of ap-

proval as may be specified by the corporation, of -

a commitment fee prescribed by the corpora-
tion."”. . . .

§ 32‘—41; Bond issue

- -fense contracts,” following “stability of employ-

ment,”; . and added the sixth-and;seventh sen-
u_encea.,.r‘ . e e e e

Librory References » S
. Words and Phrases (Perm. Ed.)

The state bond commission shall have power in accordance with the provisions of
section 3-20 to authorize the issuance of bonds of the state in one or more series and in
14CGSA—13 an
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principal amounts not exceeding in the aggregate thirteen million dollars to carry out the
purposes of sections 32-82 to 32-41, inclusive. The principal and interest of said bonds
shall be payable at such place or places as may be determined by the state treasurer and
shall bear such date or dates, mature at such time or times, bear intevest at such rate or
different or varying rates, be payable at such time or times, be in such denominations, be
in such form with or without interest coupons attached, carry such registration and
transfer privileges, be payable in such medium of payment and be subject to such terms
of redemption with or without premium as, irrespective of the provisions of said sections
3-20, may be provided by the authorization of the state bond commission or fixed in
accordance therewith. The proceeds of the sale of such honds, after deducting therefrom
all expenses of issuance and sale, shall be paid to the “Connecticut Product Development

Corporation Fund”.. When the state bond commission has acted to issue such bonds or a

portion thereof, the treasurer may, pending the issue of such bonds, issue, in the name of
the state, temporary notes in anticipation of the money to be received from the sale of
such bonds. . In issuing the bonds authorized hereunder, the state bond commission may
require repayment of such bonds by the corporation as shall seemn desirable consistent
with the purposes of sections 32-32 to 32-41, inclusive. Such terms for repayment may
include a forgiveness of interest, a holiday in the repayment of interest or principal or

(1972, P.A: 248, § 10, eff. May 10, 1972; 1979, P.A, 19476, § %; 1982, P.A. 82369, § 16, eff. July 1,

1082; 11983, P.A. 83-492, § 8, eff. July 1, 1983; 1984, P.A. 84-443,§ 12, eff. July "1, 1984)

A TR EATE TR SN I i
1879 Amendment. . -.

:séven IﬁilliNojn ‘dollaré to eleven millio‘ﬁq dbﬂaré,

_ ‘substituted, in the first sentence, “seven” million

71979, P.A. 79-476, § 2, substituted, at the end ' and substituted “sections 32-32 to 32-41, inclu-
of the third sentence, * ‘Connecticut Product De-  sive” for “this chapter” in the first and next to
velopment Corporation Fund'” for *‘corpora- - last sentences. i
tioi’!l ',‘ FE » - . . : B ke co . . . T
982 Amendment <~ . . 1984 Awmendment o
71982, P.A. 82-369, §'15, eff. July 1, 1983," ~ 1984, P.A. 84-443, § 12, eff. July 1, 1384,
{ substituted “thirteen million dollars” for “‘eleven
“million dollars” iii the first sentence. )

1984, P.A. 84-443, § 20, provides:

“This act shall take effect July 1, 1984, exceb:t
section 10 .shall take effect October 1,-1984."

dollars ‘for “six” following “exceeding in the
sgmpte”
1982 Amendment . .. .

1983, P.A. 83-492, § 8, eff. July 1, 1983, in-
creased the authorized aggregate amount from

Ve Sl s

% 32-41a. Conmecticut Product Development Corporation Fund, Use of funds or
‘revenues of the corporation

(a) There is hereby created a “Connecticut Product Development Corporation Fund.”

Proceeds from the sale of bonds authorized by the state bond commission in accordance

with section 32-41 and section 32-41b shall be paid directly to the treasurer of the state

as agent of the corporation and the treasurer shall deposit all such amounts in the

Connecticut Product Development Corporation Fund. The moneys in said fund.shall be-

paid by checks signed by the treasurer of the state or by his deputy appointed pursuant to
section 3-12 on requisition of the president of the corporation or his designee.

(b) Any funds or revenues of the Connecticut product development corporation derived
from application fees, royalty payments, investment income and loan repayments received
by the corporation in connection with its development and loan programs shall be held,
administered and invested by the corporation or deposited with and invested by such
institution, trustee, fiduciary or other custodian as may be designated by the corporation
and paid as the corporation shall direct. All moneys in such accounts shall be held,

318

et

L e e et et

g s o v i

T T o et

PRODUCT DEVELOPMENT CORP. §32-410

- invested, used and applied to carry out the purposes of the corporation. The corporation

may make payments from such accounts to the treasurer of the state for deposit in the
Connecticut product development corporation fund for use in accordance with subsection
{c) of this section.

(¢) The moneys in the Connecticut product development fund shall be used to carry out
the purpeses of the corporation and for the repayment of state bonds in such amounts as

. may be required by the state bond eommission pursuant to said section 32-41 and section
 82-41b. : ’ ) o -

(1979, P.A. 19-476, § 1; 1983, P.A. B3-492, § 10, eff. July 1, 1983; 1984, P.A. 84-408,§ 1, eff. July 1,
1984.)° ' ' . S :

1483 Amendment ‘ S :
1983, P.A. 83492, § 10, eff. July 1, 1883,
inserted “and section $ of public act 83-492"

the section as formerly written .as mabser. {e),
“and substituted “the Connecticut product devel-
opment fund” for “said fund”, inserted “to carry

where that term appears throughout the section.

1984 Amendment
1084, P.A, 84408, § 1, eff. July 1, 1984, insert-
ed the subsection designation “(a)’, deleted “All

- moneys of. the corporation, including the pro-
ceeds” and inserted “Proceeds” at the beginning.

of the second sentence, deleted “this act and all

other income of the corporation derived from the,
exercise of any power granted to the corporation.

ouf, the purposes of the corporation and”, deleted
“this act and any smount in excess of that
necessary for any repayment which may be vsad
to earry out any of the powera of the corporztion
enumerated in section 32-39 and section 8 of thiy
act, including payment of -administrative anid
overhead costs” following “said .mection 32-4)
and section'9 of” and inseried “public act 83~

492",

7 inserted “public act 83-492", inserted subsec. (b),

8 32-41b. Bond issue for high technology producis .. .- e

DN ” . n . el . oyt i i ety
under this chapter,” following “section 9 of”’ and 1984, P.A. 84408, § 2, provides: - -

transposed and set out the fourth sentence of “Thig act shall take effect July 1, 198»3.,"

_The state. bont. commission shall have power in accordance .with ihe provisions of
section 3-20 to authorize the issuance of boids of ‘the state in one or more series and in
principal amounts not exceeding in’ the aggregate five million five hundred thousand
dollars to carry out the purposes of this section as follows: {a) loans for the deveidpment
and marketing of products in the high technology field within the state, not exceeding one
million five hundred thousand dollars; (b) royalty financing for;start-up costs and product
development costs of high technology products and procedures in the state, not exceeding
four million dollars. 'The principal and interest of said bonds shall be payable at such
place or places as may be determined by the state treasurer and 'shall bear such date or
dates, mature at such time or times, bear interest at such rate or different or varying
rates, be payable at such time or times, be in such denominations, be in such form with or
without interest coupons attached, carry such regisiration and transfer privileges, Lo
payable in such medium of payment and be subject to such terms, of redemption with or
without premium as, irrespective of the provisions of said section 3-20, may be provided
by the authorization of the state bond commission or fixed in accordance therewith. The
proceeds of the sale of said bonds, after deducting therefrom all expenses of jssuance and
gale, Shall be paid to the “Connecticut Product Development Corporation Fund”. When
the state’bond commission has’acted to issué such bonds or 'a portionw thereof, the
treasurer may, pending the issue of such bonds,.issug,” in the name ‘of :the state,
temporary notes in anticipation of the money to be received from the sale of such bonds.
In issuing the bonds authorized hereunder, the state bond commission may require

. repayment of such bonds by the corporation as shall seem desirable consistent with the

purposes of this section and section 32-41a. Such terms for repayment may include a
forgivenese of interest, a holiday in the repayment of interest or principal or both.

(1983, P.A. 83492, § 9, eff. July 1, 1983; 1984, P.A. 84-443, § 13, eff. July 1, 1984) *
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1984 Araendmens the first sen and substituting “this section
1934, P.A. 84-443, § 18, eff. July 1, 1984, and section 32 i in the fifth

amended section 9 of P.A P3~4‘}2, by substitut-  sentence.

ing “five million five hundred thousand doliars” 1984 P A

for “three million dollars”, “one million five hun- J68, B4 :

dred thousand dollars” for "’rms— mitlion dollar “This act shall ‘r’h* effect Ju,y 1, 1884, except

“four million dollars’” for “two million dollars” in  sec 10 shall take effect me.,., 1, 1984

-precedin;f i
ﬁctwiti 8 of (,h and a
Lt exa

sration,

faw 10, 197

2

, EOEpO
o const

an with the
ub}eet of any agreement made by the
asgreement with the corporation.

58 wcﬁ incomea i
T o any t
ufacture or gale i ich are the s
corporation, any person Qni‘,@?’iﬂg into any
(1972, P.A. 248, § 15, eff. May 10, 1972

§ 32-47. Porzonal lin Bility of members or persons scling on behalf of the corporation
(a) Neither members of the Connecticut Product Development Corporation nor any
person acting on behalf of said corporation executing any notes, bonds, contracts,
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fulfiling the terms of
ct; or u} under the terms o :
persons supp ymy jabor and material in the prosceution
contract if the principal fails to male prombt payment.

ating bids for the
of & pexfonnan(’e bond or a payment hond,
pmxup,ﬁ for the mmpktmn of the contract and to
whom the obligation of the surety runs in the event of & breach by the principal of the
conditions of a performance bond or a payment bond.

381

{e} “Obligee” means: (I} In the ease of a bid
performance of a contract; or (2} in the case
the person who has contrauui vith &

bond, the person reques




8§ 28.67 to 28.80 BEYECUTIVE DEPARTMENT

8.67 to 28.80. Reserved !

DIVISION VIII,
28.81. Title

This division may be cited as the “Tows Product Development Corporation Act”.
Acts 1983 (70 G.A.) ch. 207, § 19, off. June 25, 1983.

Editorial Note:

Reference in this section to “this division”
means §§ 28.81 to 28.94.

IOWA PRODUCT DEVELOPMENT CORPORATION

loews Administrative Code

) Product Development Corporation; orpaniza-
tion and operation; fund, 642-1.1 et seq., IAC.

‘ 28.82. Definitions

As used in this division unless the context otherwise requires:
[ >
1. “Corporation” means the Iowa product development corporation.
. NN e .
4 Z.f Financial aid” means the infusion of risk capital to persons for use in the
evelopment and exploitation of specific inventions and products,

3. IB ention’ m ans 2 ne pmc S8 OF ne te i =2
. SW (&} W CiL Vs
v e e X%lthe Vnthout fega‘m i&\) Whet}AleK 23

4. “Product” means a product, device techn‘. : ich is i
t _me , X ique, or procesg which is exploitable
comm%relallyh _ The term does not mean 8 product in a pure research stage of %evelap»
i;rt}xleni: ut applies to & product, _devme, technique, or procesz which has advanced beyond
e theoretic stage and is readily capable of being reduced to practice.

[13 35
. 5. Kgn}i;ur;e means g ‘conﬁmctpal arrangement between a person and the corporation
om which the corporation obiaing rights, from or in an invention, . product, or the

&ﬁgﬁds from the produet or invention in exchange for granting financial aid to the

6. ::Board” means the board of directors of the Towa product development corporation,
cam .
7. “President” wmeans the president of the lowa product development corporation.
Acts 1983 (70 G.A.) ch. 207, § 20, eff. June 25, 1983, ‘

Editorial Note: : -

Reference in this section to “this division”
means §§ 28,81 to 28.94,

28.83. Product development corporation

1. There is created a corporate body called the “Towa pr ’

L ed 2 g : 3 product devel -
tion”. The corporation I8 a quasi-public instrumentality ar?d the exercisng%e?lrecgggfg
gr;nterghm the corporation in this division is an essential governmental function,

. e corperation shall be governed by a board of seven directors who sh 8
%}e;m\ of four years. FHach term shall begin and end as provided in section 69.19.3211\730e I;x‘;ﬁr:
an a simple _majority of-the members of the board shall belong to the same political
party as provided in section 69.16. Each director shall serve at the pleasure of the
iot']gmotr and shall be appointed by the governor, subject to confirmation by the senate.
fille:ir(?c g}i.: is eligible for reappointment. A vacancy on the board of directors shall be
i dmf 5 same manner as an original appointment. For the initial appointments to the
oard of directors, the governor shall appoint three members whose terms shall cormn.
mence upon appointment and shall expire April 30, 1985, and four members whose terms
shgll v:lc‘)hmmence upon appointment and shall expire April 30, 1987.
. e board of directors shall annually elect one member as chair
member as secretary, The board may elect other officers of the cox’poratig:?s?rrllezcxggs::ye
'mbers are entitled to receive forty dollars per diem for each day spent in performancé
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of duties snd shall be reimbursed for necessary expenses incurred in the performance of

 duties from funds appropriated to the Towa development eommission.

4. Each divector of the corporation shall take an eath of office and the record of each
ozth shall be filed in the office of the secretary of siate.

5. The corporation shall receive information and cooperate with other agencies of the
state and the political subdivisions of the state.

. The corporation shall be a part of the fows development cotnmission for administra-
tive purposes only.

Acts 1983 (16 G.A.) ch. 207, § 21, eff. June 25, 1983, Amended by Acts 1984 (70 G.ﬁ.) ch. 1164, § 1.

S

SR
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for each day spent in performance of duties and
steusk provision that members “shall not receive
compensation but”,

Editorial Note:

Reference in this section to 'this division”
means §8 28.81 to 28.94.

1984 Amendment: Added provision of subsec.
3 that members are entitled to receive per diem

28.84, Perpelual puccession .
The corporation has perpetnsl succession. The succession shall continue until the
existence of the corporation is terminated by law. The termination of the corporation

' ghall net affect an ouistanding ¢ontractual obligation of the corporalion to assist a

person. In the event of the termination of the corporation, the contrgetual obligation to
assist the person succeeds to the siate and the rights and properties of the corporation
shall pags to the state. However, debts or other finaucizl oblipations of the corporation
do not succeed to the state npon termination of the corporation.

Aets 1983 (10 G.A.) ch, 207, § 22, off. June 25, 1983,

25.85. Board of directors

The powere of the corporation ave vestad in and shall be exercised by the board of
directors.. Four members of the board constitute a quorum and an affivmative vote of at
least four of the members present at a meeting i necessary before an action may be
taken by the board. An action taken by the board shall be authorized by resolution at &
vegular or special meeting and takes effect immediately unless the resolution specifies
otherwise. Notice of 2 meeting shall be given orally or in writing not less than
forty-eight hours prior to the meeting.
Acts 1983 (70 G.A.) ch. 207, § 23, eff. June 25, 1983. Amended by Acts 1984 (70 G.A.} ch. 1075, § 1.

1984 Amendmeni: Substituted “at least four”
for “the majority”,

28.86. President . )

The board of directors shall appoint a president of the corporation who shall serve at
the pleasure of the heard and shall receive the compensation determined by the board.
The president is a state employee. The president shall not be 2 member of the board.
The president is the chief administrative and operational officer of the corporation and
shall direct and supervise the administrative affairs and the general management of the
corporation. The president-may employ other employees as designated by the board.
The president shall provide copies of all minuies, documents, and other records of the
corporation and shall provide a certificate which attests to truthfulness of the copies, if
requested. Persons dealing with the corporation may rely upon the certificates. The
president shall keep a record of all proceedings, documents, and papers filed with the
corporation. .

Acts 1983 (70 G.A.) ch. 207, § 24, eff. June 25, 1883. Amended by Acts 1984 (10 G.A) ch. 1164, § 2.

1984 Amendment: Added second senience
providing: “The president is a state employee”.
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§ 28.87 EXECUTIVE DEPARTMENT

8.87. Corporate purpose—powers

The purpose of the corporation is to stimulate and encourage the development of new
p}‘odu_cts w.lthm Iowa by the infusion of financial aid for invention and innovation in
situations in which financial aid would not otherwise be reasonably available from
commercial sources. For this purpose the corporation has the following powers:

1. To have perpetual succession as a corporate body and to adopt bylaws, policies, and
procedures for the regulation of its affairs and conduct of its business.

2. ) fI‘o enter into venture agreements with persons doing business in lowa upon
conditions and terms which are consistent with the purposes of this division for the
advancement of financial aid to the persons. The financial aid advanced shall be for the
development of specific products, procedures, and techniques which are to be developed
and produced in this state. The corporation shall condition the agreements upon contrac-

tual assurances that the benefits of increasing or maintaining employment and tax
revenues shall remain in Jowa.

3. To receive and accept aid or contributions from a source of m.oney, property, labor,
or other things of value to be used to carry out the purposes of this division including
gifts or grants from a department or agency of the United States or any state.

4. With approval of the director of the department of general services to acquire,
lease, purchase, manage, hold, and dispose of real and personal property and to lease,
convey, or enter into contracts with respect to such property provided that all acquisitions
of real property shall be as required by law.

5. To issue notes and bonds as provided under this division,

6. '_I‘q' hqld patents, copyrights, trademarks, or other evidences of protection or
exclusivity issued under the laws of this state or the United States to any produets.

7. To employ assistants, agents, and other employees who shall be state employees
and to engage consultants, attorneys, and appraisers as necessary or desirable to carry
out the purposes of the corporation.

~ 8. To. make and enter into contracts and agreementsvnecessary or incidental to its
_ performance of the duties and the powers granted to the corporation.

9. To sue and be sued, plead, and adopt a seal.

IQ. Wit_h the approw{al of the treasurer of state, to invest funds which are not needed
for immediate use or disbursement, including funds held in reserve, in obligations issued
or guaranteed by the state or the United States.

11‘.:S To procure insurance against 2 loss in connection with its property-and other
assets.

12. To the extent permitted under a corporation contract with other persons, to
consent to a termipation, modification, forgiveness, or other change in the terms of a
contractual right, payment, royalty, contract, or agreement. '

b}& To take necessary action to render bonds issued under this division more market-
able.

Acts 1983 (70 G.A.) ch. 207, § 25, eff. June 25, 1983,

Editorial Note: -

Reference in this section to “this division”
means §§ 28.81 to 28.94.

28.88. Applications for financial aid

1. Applications for financial aid shall be forwarded, together with an application fee
prescribed by the corporation, to the president of the corporation. The president, after
preparing the necessary records for the corporation, shall forward each application to the
staff of the corporation, for an investigation and report concerning the advisability of

proving the financial aid for the company and concerning any other factors found

144

T T AL

PRy

P

Py

JOW4 DEVELOPMENT COMMISSION § 280y

relevant by the corporation. The investigation and report shall include but are not limited
to the following:

a. The history of the applicant, its wage standards, job opportunities, and stability of
employment.

b. The extent of the applicant’s dependence on agriculture,

c. The applicant’s past, present and future financial condition and structure.
d. The applicant’s pro-forma income statements. '
e. The present and future market progpects for the product.

f. The feasibility of the proposed project or invention to be given financial aid and the
integrity of management.

g. The state of the project's development.- , ‘

2. After receipt and consideration of the report and any other action the corporation
finds necessary, the corporation shall approve or deny the application. The president
shall promptly notify an applicant by certified mail of the disposition of its application.
The corporation shall give priority to those applicants whose business is agriculture

. related or whose business is located in an area which the corporation determines has been

severely adversely affected by depressed agricultural prices and whose proposed product
or invention is to be used to convert all or a portion of the business to nonagriculture-re-

£ lated industrial or commereial activity or to create a new nonagriculture-related industrial
_or commercial business. - '

8. Notwithstanding the requirements of chapter 21, relating to open meetings, and

¢ chapter 22, relating to examination of public records, the corporation shall keep as
* confidential those items on the application for financial aid that the applicant has

specifically requested to be held in confidence. These items shall remain confidential

. until the applicant says otherwise or the corporation determines the items no longer need
to be held confidential. : . :

' Acts 1983 (70 G.A.) ch. 207, § 26, eff. June 25, 1983. Amended by Acts 1984 (70 G.A.) ch. 1164, § 3.

1984 Amendwent: Added subsec. 3 relating to  financial aid that the applicant has requested to
confidentiality of items on the application for. be held in confidence.

N

28.89.

There is created an “lowa product development corporation fund”, All funds of the
corporation including the proceeds from the issuance of notes or sale of bonds under this
division, any funds appropriated from the general fund to the corporation, and other
income derived from the exercise of powers granted to the corporation under this division

Iowsa product development corporation fund

= shall be paid into the Iowa product development corporation fund notwithstanding section

12.10. The money in the lIowa product development corporation fund shall be paid out on

- the order of the person authorized by the corporation. The money in the Iowa product

development corporation fund shall be used for repayment of notes and bonds issued
under this division and the extension of financial aid granted by the corporation under this

. division, and the amount remaining may be used for the payment of the administrative

and overhead costs of the corporation to the extent required. Notwithstanding section
8.33, no part of this fund shall revert at or after the close of a fiscal year unless otherwise
provided by the general assembly, but shall remain in the fund and appropriated for the
purposes of this division. The board shall seek to repay the state for general fund
appropriations by recommending to the general assembly reversions from income received
from successful ventures. The board shall recommend such action at any time when the
revenue available to the board is deemed sufficient to continue existing operations.

Acts 1983 (70 G.A.) ch. 207, § 27, eff. June 25, 1983. Amended by Acts 1984 (70 G.A.) ch. 1067, § §;
Acts 1984 (70 G.A.) ch. 1164, § 4; Acts 1984 {70 G.AJ) ch. 1303, § 10,
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§28.89

Tditorial Note:

Reference in this section to “this division”
means §8 28.81 to 28.94.

The code editor furnishes the following note
concerning the 1984 amendments:

84 Acts, chapter 1067, section 8 and chapter
1303, section 10 both amended the section to
change the warrantsigning officer from the
treasurer of state to the state comptroller. 84
Acts, chapter 1164, section 4 made extensive
changes in the section, including striking and
rewriting the provision which contained the
words changed in the othér Acts, Therefore, the
amendments cannot be harmonized in that re-
spect. Chapter 1164 was enacted after chapter
1067, but before chapter 1303.  However, the
chapter 1164 amendment hes been printed since
it is a specific substantive change which appears
to prevail under sections 4.4 and 4.7 of the Code.
A bill will be proposed in the 1985 general as-
sembly to clarify the general assembly’s intent.

1984 Amendmenis: Acts 1984, ch. 1067 made

“nonsubstantive corrections.

EXECUTIVE DEPARTMENT

“There is created and ‘Towa product develop-
ment corporation fund’. Al funds of the corpo-
ration including the proceeds from the issuance
of notes or sale of bonds under this division, any
funds appropriated from the general fund to the
corporation, and other income derived from the
exercise of authority granted to the corporation
under this division shall be paid to the treasurer
of state as an agent of the corporation and the
treasurer shall deposit the amounts in the lowa
product development corporation fund. The
money in the Iowa product development corpora-
tion fund shall be paid out by warrants signed
by the treasurer of state on requisition of the
president of the corporation. The money in the
owa product development corporation fund shall
be used for repayment of notes and bonds issued
under this division, the extension of financial aid
granted by the eorporation under this division,
and the amount remaining may be used for the
payment of the administrative and overhead
costs of the corporation to the extent required.”

Chapter 1303 substituted “state comptroller”

for “treasurer of state” as the signator on war-
rants drawn on the Iowa product development
corporation fund:

Chapter 1164 rewrote the section which previ-
_ ously read:

28.90. Product development corperation notes

The corporation may issue Iowa product development corporation fund notes, the
principal and interest of which shall be payable solely from the Iowa product development
corporation fund established by this division. The fund notes of each issue shall be dated,
" 'shall mature at times not exceeding ten years from their dates of issue, and may be made

redeemable before maturity, at the option of the corporation, at prices and under terms
and conditions as determined by. the corporation. The corporation shall determine the
form and manner of execution of the fund notes, including any interest coupons to be
attached, and shall fix the denominations and the places of payment of principal and
interest, which may be any financial institution within or without the state or any agent,
including the lender. If 4n officer whose signature or a facsimile of whose signature
appears on fund notes or coupons ceases to be that officer before the delivery of the notes
or coupons, the signature or facsimile is valid and sufficient for all purposes the same as
if the officer had remained in office until delivery. The fund notes may be issued in
coupon or in registered form, or both, as the corporation determines, and provision may
be made for the registration of coupon fund notes as to principal alone and also as to both
principal and interest, and for the conversion into coupon fund notes of any fund notes
registered as to both principal and interest, and for the interchange of registered and
coupon fund notes. Fund notes shall bear interest at rates as determined by the
corporation and may be sold in a manner, either at publie or private sale, and for a price
as the corporation determines to be best to effectuate the purposes of the Iowa product
development corporation fund. The proceeds of fund notes shall be used solely for the
purposes for which issued and shall be disbursed in a manner and under restrictions as
provided in this division and in the resolution of the corporation providing for their

issuance. The corporation may provide for the replacement of fund notes which become
mutilated or are destroyed or lost.

Acts 1983.(70 G.A.) ch. 207, & 28, eff. June 25, 1983. Amended by Acts 1984 (70 G.A.) ch. 1087, § 9;
Acts 1984 (70 G.A.) ch. 1164, § 5.
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& but are special obligations { _ t
! ;ft?féeslgmvidedpin this chgpt,er, and the corporation shall not pledge the credit or taxing
. power of this state or any political subdivision of this state other than the corporation, or
- make its debts payable out of any moneys except those of the corporation,

§ 28,91

10WA DEVELOPMERNT COMMISSION

Chapter 1164 substituted the “lowa pmd}uré,
velopment corporation fund” for “the housing
sistance fund”,

Editorial Note: .
Reference in this section to “this division”
means §8 28.81 to 28.94. »
1984 Amendments: Acts 1984, ch, 1067 made
nonsubstantive corrections.

de
as

28,91, Bonrds snd notes

i. The corporation may issue its negotiable bonds fmd ngtfs‘ in pmnmp%ﬂ amox;;xts as, u;;
the opinion of the corporation, are necessary to provide sufficient funds for achievement

- of its corporate purposes, the payment of interest on its bonds and notes, the establish-
" rment of reserves to secure its bonds and notes,

and all other expendituﬂa& of the

rporation incident to and necessary or convenient fo carry out its purposes an powem;
%)ogxever, the corporation shall not have o total principal amount of b;?;is_andr:oﬁz
cutstanding at any time in excess of one m_xlhort dollars, or. the value (i the ltf% %I‘ te
assets of the corporation, as certified by an independent certified public .do]:;iou'n tn - The
bonds and notes shall be deemed to be investment securities and negotia de ingtrumen
within the meaning of and for all purposes of the uniform commercial code.

. i 3 ion are able solely and only out of the
. Bonds and notes issued by the corporation are pa,ya,blq solel ]
mfneys, assets, or revenues of the corporation, and as provided in the agreemen@B w1gh
bondholders or noteholders pledging any particular moneys, assets. or revenues. ot?x 8
or notes are not an obligation of this state gr any pohtél_féai.sub?msm& tt‘)ftot?;s dsgﬁze‘ i?ﬁi teay:*

ion-within the meaning of any constitutional or 8 -
ot el o lof thég corporation payable solely and only from the

) ize i the corporation. However, a

3. " Bonds and notes must be authorized by a resolution of B
resolution authorizing the issuance of bonds or notes may delegate to an offlcerlobf the
corporation the power to negotiate and fix the details of an izsue of honds or notes by an

- appropriate certificate of the authorized officer. ‘ :

4. Bonds shalk :

i i i bered, and state on their
. State the date and series of the issue, be consgcutwely num ,
fa:e that they are payable both as to principal and interest golely out of the assetsé of the
corporation and do not constitute an indebiedneas of this state or any political .sub. Wu;,wn
of this state other than the corporation within the meaning of any constitutional or
statutory debt limit.

: . . ssued in
. ither registered, registered as to principal O’le’. ot in coupon form, issue
delr)lom?neafions as t%le corp(;ratigon prescribes, .fully'negotlable instruments ];nd('ar thte lzw(;f;
of this state, signed on behalf of the corporation with the manual or facsimile signa ufr of
the chairperson or president, attested by the manual or facsimile §;1gnatur<; of he
secretary, have impressed or imprinted thereon the seal of the eorporation orta zzcsfmxul1 ¢
of it, and the coupons attached shall be signed with the facsimile sngrﬁa ure o Lhe
chairperson or president, be payable as to interest at rates ar_xd at times as ¢ eg cfc_;iz:é)oraeam
determines, be payable as to principal at times over a ;}enod not to exge t.l y a); b
from the date of issuance, at places, and with rqserved rights of prior redemption, S the
corporation prescribes, be sold at prices, at public or private sale, and in a mam(llerozrxn the
corporation preseribes, and the corporation may pay the expenses, premiums, an ac R
sions which it deems necessary or advantageous in connection with the 1ssuapgg nf thé
and be issued under and subject to the terms, pondltans, and covenants px(‘iovxul]ng t?errms
payment of the principal, redemption premiums, if any, interest, an to' ernsisteni
conditions, covenants, and protective provisions safeguarding payment, nof mct(;‘ stent
with this division, as are found to be necessary by the corporation }?rth (l?xolders
advantageous sale, which may include, but are not limited to, covenants with the

he bonds as to:
of t .



§28.91 EXECUTIVE DEPARTMENT
(1) Pledging or creating a lien, to the extent provided by the resolution, on moneys or

Jroperty of the corporation or moneys held in trust or otherwise by others to secure the
payment of the bonds.

(2) Providing for the custody, collection, securing, investment, and payment of any
moneys of or due to the corporation.

(3) Limitations on the purpose to which the proceeds of sale of an issue of bonds then
or thereafter to be issued may be applied. -

(4) Limitations on the issuance of additional bonds and on the refunding of ouistanding
or other bonds.

(5) The procedure by which the terms of a contract with the holders of bonds may be
amended- or abrogated, the amount of bonds the holders of which must consent to an
amendment or abrogation, and the manner in which consent may be given.

*(6) Vesting in a trustee properties, rights, powers, and duties in trust as the corporation
determines, which may include the rights, powers, and duties of the trustee appointed for
the holders of any issue of bonds pursuant te this division, in which event the provisions
of that section authorizing appointment of a trustee by the holders of bonds do not apply,
or limiting or abrogating the right of the holders of bonds to appoint a trustee under that
section, or limiting the rights, duties, and powers of the trustee.

(7) Defining the acts or omissions which constitute a default in the obligations and
duties of the corporation and providing for the rights and remedies of the holders of
bonds in the event of a default. However, rights and remedies shall be consistent with
the laws of this state and this division.

(8) Any other matters which affect the éecurity and protection of the bonds and the
rights of the holders. o .

5. The corporation may issue its bonds for the purpose of refunding any bonds or
notes of the corporation then outstanding, including the payment of any redemption
premiums on the bonds or notes and any interest accrued or to accrue to the date of
redemption of the outstanding bonds or notes. Until the proceeds of bonds issued for the
purpose of refunding outstanding bonds or notes are applied to the purchase or retire-
ment of outstanding bonds or notes or the redemption of outstanding bonds or notes, the
proceeds may be placed in escrow and be invested and reinvested in accordance with this
. division. The interest, income, and profits earned or realized on an investment may also

be applied to the payment of the outstanding bonds or notes to be refunded by purchase,
retirement, or redemption. After the terms of the escrow have been fully satisfied and
carried out, any balance of proceeds and interest earned or realized on the investments
may be returned to the corporation for use by it in any lawful manner. Refunding bonds
shall be issued and secured and subject to this division in the same manner and to the
same extent as other bonds issued pursuant to this division.

6. The corporation may issue negotiable bond anticipation notes and may renew them
from time to time but the maximum maturity of the notes, including renewals, shall not
exceed ten years from the date of issue of the original notes. Notes are payable from
any available moneys of the corporation not otherwise pledged, or from the proceeds of
the sale of bonds of the corporation in anticipation of which the notes were issued. Notes
may be issued for any corporate purpose of the corporation. Notes shall be issued in the
‘same manner as bonds, and notes and the resolution authorizing them may contain any
provisions, conditions, or limitations, not inconsistent with this subsection, which the
honds or a bond resolution of the corporation may contain. Notes may be sold at public
or private sale. In case of default on its notes or violation of any- obligations of the
corporation to the noteholders, the noteholders have all the remedies provided in this
division for bondholders. Notes are as fully negotiable as bonds of the corporation.

7. A copy of each pledge agreement by or to the corporation, including without
limitation each bond resolution, indenture of trust, or similar agreement, or any revisions
or supplements to it shall be filed with the secretary of state and no further filing or
ather action under sections 554.9101 to 554.9507, article 9 of the uniform commercial code,
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or any other law of the state is required to perfect the security interest in the (_ﬁollgbemi or
any additions to it or substitutions for it, and the lien and trust cx:geagv.d are binding from
and after the time made against all parties having claims of any kind in tort, contract, or
otherwise against the pledgor.

8. Neither the officers of the corporation nor any person executing its bonds, notes, or

“other obligations is liable personally on the bonds, notes, or other obligations or subject t,r>

" any personal liability or accountability by reason of the issuance of the corporation’s

~ bonds or notes.

. Acts 1983 (70 G.A.) ch. 207, § 29, eff. June 25, 1983..

- Editorial Note:
Reference in this section to “this division”
" means §§ 28.81 to 28.94.

t 28.92, Reporting and fund solvency _

. The chairperson of the corporation on or before July 30 of each ‘fiscal year shall make
¢ and deliver a report to thé governor and the legislative fiscal committee. The report shall
%V include all transactions conducted by the corporation in the prgcedmg fiscal year. The
¥ report shall also include a balance sheet outlining the financial szolvency of the Io:.va
£ -product development corporation fund, & certified copy of any audits of the corporation
- conducted in the preceding fiscal.year, and other information requested by the governor
or the legislative fiscal committee.

Acts 1983 (70 G.A.) <h. 207, § 30, eff. June 25, 1383,

- 28.93. - Audits

~ The auditor of state shall audit the books and accounts of the corporation at least
- semi-annually. One andit shall be conducted for the preceding fiscal year on or after July

. 1 of each fiscal year. The resulis of the yearly audit shall be submitted to the governor-

" no later than December 81 of each fiscal year. ’

Acts 1983 (70 G.A.) ch. 207, § 31, eff. June 25, 1983. Amended by Acts 1984 (70 G.A) ch. 1164, § 6.

1984 Amendment. Rewrote the third sen- “The results é)f the yea;tl}y audit shall be (ielgtei-
c i i : fied and turned over to the governor no later
tence which prgvnously read: than July 80 of each fiseal year”.

)

3

28.94. Remedies of boﬁdhold‘em and noteholders

1. If the corporation defaults in the payment of principal or interest on an issue of
bonds or notes after they become due, whether at maturity or upon call for redemption,
and the default continues for a period of thirty days, or if the corporation fails or refuses
 to comply with this division, or defaults in-an agreement made with the_hq)ders of an
' issue of bonds or notes, the holders of twenty-five percent in aggregate pnnc:pgl amount
of bonds or notes of the issue then outstanding, by instrument filed in the office of the
clerk of the county in which the principal office of the corporation is locat.ed, and proved
or acknowledged in the same manner as a deed to be recorded, may appoint a trustee to
represent the holders of the bonds or notes for the purposes of this section.

2. The corporation or a trustee appointed under the indenture under which the bonds
are issued may, and upon written request of the holders of twenty-five percent in
aggregate principal amount of the issue of bonds or notes then outstanding shaAllz

a. Enforce all rights of the bondholders or noteholders, including the right to require
the corporation to carry out its agreements with the holders and to perform its duties
under this division,

b. Bring suit upon the bonds or notes.

c. By action require the corporation to account as if it were the trustee of an express
trust for the holders.

¥
:
¢
!
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§ 28.94 EXECUTIVE DEPARTMERNT

d. By action enjoin any acts or things which are unlawful or in violation of the rights
>f the holders.

e. Declare all the bonds or notes due and payable and if éll defaults are made good
then with the consent of the holders of twenty-five percent of the aggregate principal

amount of the issue of bonds or notes then outstanding, annul the declaration and its
consequences.

The bondholders or nobehold(;rs, to the extent provided' in the resolution by which the
bonds or notes were issued or in their agreement, with the corporation, may enforce any

of the remedies in paragraphs “a” to “e” or the remedies provided in those agreements
for and on their own behalf.

3. The trustee has all powers necessary or appropriate for the exercise of functions
specifically set forth or incident to the general representation of bondholders or notehold-
ers in the enforcement and protection of their rights.

4. Before declaring the principal of bonds or notes due and payable, the trustee shall

first give thirty days’ notice in writing to the governor, the corporation, and the attorney
general of the state. .

5. The district court has jurisdiction of an action by the trustee on behalf of

bondholders or noteholders. The venue of the action is in the county in which the

principal office of the corporation is located.
Acts 1983 (70 G.A.) ch. 207, § 32, eff. June 25, 1983.
Editorial Note: , o :
Reference in this section to “this division”
. means §§ 28.81 to 28.94.

CHAPTER 28A. OFFICIAL MEETINGS OPEN TO PUBLIC
Transferred to Chopter 21, Code 1985,

“CHAPTER 28B. INTERSTATE CO-OPERATION.COMMISSION
28B.1. Membership of commission

The Iowa commission on interstate co-operation is hereby established. It shall consist
of thirteen members to be appointed as follows: '

1. . Five members of the senate to be appointed by the president thereof.
2. Five members of the house of representatives to be appointed by the speaker of the

‘house. " ©
3. Three admihistrative officers to be appointed by the governor.

’ A[_)pointments shall be made prior to the fourth Monday in January of the first regular
gession of the general assembly. Members shall take office on February 1 following their

a;f)fp_ointment and serve for two-year terms or until their successors are appointed and take
office.

i The governor, the.p'resident of the senate and the speaker of the house of representa-
tives shall be ex officio honorary nonvoting members of the commission.

'The director of the legislative service bureau shall serve as secretary of the commis-
sion.

Amended by Acts 1979 (68 G.A.) ch. 3, § 14.

1979 Araendment: Rewrote unnumbered para-
graph 2.
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CHAPTER 28C. ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

Chapter 28C, Code 1362, Interagency Licison Cominitiee, consisting of
§ 98C.1, was repealed by Acts 1978 (67 G.A.) ch. 1104}, § 3.

Provisions constituting Chapter 28C, Code 1983, Advisory Cominission on
Intergovernmental Relations, consisting of §§ 28C.1 to 28C.8, were enacted by
Acts 1982 (68 G.A.) ch. 1252, §§ 1 to 8.

Chapter 98C, Code 1983 is repealed effective June 30, 1986. See § 25C.3.

Section Section

28C.1. Findings and purposes. 28C.5. Btaff—facilities.
28C.2. Commission created—membership. 28C.6. Reports,

28C.3. Duties. 28C.7. Information.
28C.4. Organization—mestings. 28C.8. Repealer.

Findings and purposes v
The general assembly finds that there is a need for an intergovernmental body to study

4 and report on the:

1. Current pattern of local governmental structure, ‘
2. Powers and functions of local governments, including their fiscal powers,

3. [Existing, necessary, and desirable relationships among local governments and the
state,

4. Necessary and desifable allocat‘ion of state and local fiscal resources.

5. Necessary and desirable roles of the state as the creator of local governmental
systems.

6. Special problems in interstate areas facing their general local governments, inter-

state regional units, and area-wide bodies, the studies, where possible, to be conducted in

conjunction with studies of commissions on intergovernmental relations of other states.
Acts 1982 (69 G.A.) ch. 1252, § 1. ’

Title of Act: -

An Act to establish an Iowa Advisory Corﬁmis-
sion On Intergovernmental Relations. Acts 1982
(69 G.A.) ch. 1252, .

28C.2. Commission created-—membership

1. An lowa advisory commission on intergovernmental relations is created.

2. The membership of the commission shall be:

a. Four elected or appointed state officers, four elected or appointed county officers,
four elected or appointed city officers, four elected or appointed officers of school
corporations, and one member or staff member of a regional council of governments
established under chapter 28E, appointed by the governor.

b, Two state senators appointed by the president of the senate.

¢. Two state representatives appointed by the speaker of the house of representatives.

3. In making all appointments, consideration shall be given to population factors, the
representation of different geographic regions, and the demography of the state.

4. The initial chairperson of the commission shall be designated by the governor from
among the commission members for a term of one year. Subsequent chairpersons shall
be elected by the commission from among its membership for a term of one year. A vice
chairperson may be elected by the commission from among its membership for a one-year
term. In case of the absence or disability of the chairperson and vice chairperson, the

1561



71-2-10 ENERGY AND MINERALS 71-3-3

71-2-10. Construction of act.

Nothing in the Energy and Minerals Department Act shall be construed to nullify the
authority which any other existing state department or agency has with respect to transpor- @
tation or transmission of energy or with respect to the management, protection and
utilization of the state lands and resources under its jurisdiction, or the regulation of
utilities, it being the express intent of the legislature that the protection herein afforded this
state and to its citizens shall be in addition to those already provided.
The provisions of Section 3 [9-5-3 NMSA 1978] and Paragraphs (5), (6) and (7) of Subsec-
tion B of Section 6 [9-5-6 NMSA 1978] of the Energy and Minerals Department Act shall
not be construed to grant to the secretary any power or jurisdiction not specifically granted
to the secretary by law to regulate or control the severance, production, beneficiation,

distribution, use, pricing, sale or leasing of fuel, power or natural resources.

History: 1953 Comp., § 65-13-18, enacted by
Laws 1975, ch. 289, § 21; 1977, ch. 255, § 108.

Effective dates. — Laws 1975, ch. 289, § 26,
makes the act effective on July 1, 1975.

Saving clauses. — Laws 1975, ch. 289, § 23, pro-
vides that nothing in the Energy Resources Act is to
be constirued to void or amend any rules or regulations
previeusly promulgated, and such rules or regulations
are to remain in force and effect until changed as pro-
vided by law."

Severability clauses. — Laws 1875, ch. 289, § 25,
provides for the severability of the act if any part or
application thereof is held invalid.

Temporary provisions. — Laws 1975, ch. 289,
§ 22, provides that all personnel, supplies, equipment,
records and funds in the hands of the oil conservation
commission on the effective date of the Energy
Resources Act are transferred to the energy resources

ARTICLE 3

board (now energy resource and development division
of the energy and minerals department).

Repealing clauses. — Laws 1975, ch. 288, § 24,
repeals 65-3-1, 1953 Comp.

Energy and Minerals Department Act. — Laws
1977, ch. 255, §§ 1 to 123, enacts the Energy and Min-
erals Department Act, the provisions of which are
presently compiled as 9-5-1 {o 9-5-8, 62-5-2, 69-1-2 to
69-1-7, 69-2-1, 69-5-1, 69-9-3 to 69-9-9, 69-25-2,
69-25-3. 69-25-6, 69-25-8, 65-25-10, 68-25-13 to
69-25-18, 69-25-21, 70-2-4 to 70-2-13, 70-2-15 to
70-2-24, 70-2-26 to 70-2-29, 70-2-31, 70-2-32, 70-2-34,
70-2-35, 70-6-2, 70-6-4 to 70-6-7, 70-7-3 to 70-7-10,
70-7-12, 70-7-16, 70-7-18, 70-7-21, 71-1-1, 71-1-2,
71-2-2 te 71-2-6, 71-2-8 to 71-2-10, 71-4-3 to 71-4-6,
71-4-8, 71-5-2, 71-5-3, 71-5-6 to 71-5-11, 71-5-13 to
71-5-21, 71-5-23 and 71-5-24 NMSA 1978.

Federal Lands Action Group

(Repealed by Laws 1981, ch. 61, § 1.}

71-3-1 to 71-3-3. Repealed.

Repeals. — Laws 1981, ch. 61. § 1, repeals 71-3-1
through 71-3-3 NMSA 1978, relating to the federal
lands action group.

Laws 1981, ch. 61, contains no effective date provi-
sion, but was enacted at the session which adjourned
on March 21, 1981. See N.M. Const., art. IV, § 23.

ARTICLE 4
Energy Research and Development

Sec.

71-4-1 to 71-4-8. Repealed.

71-4-9. Short title.

71-4-10. Finding and purpose.

71-4-11. Definitions.

71-4-12. New Mexico energy research and
development institute created.

3. Board; composition; compensation.

4. Board; duties.

Sec.

71-4-15. Technical advisory committee; composition;
compensation; duties.

71-4-16. Director; duties.

71-4-17. Legislative liaison office.

71-4-18. Personnel Act; exemption.

71-4-19. Energy research and development institute
fund created.

71-4-20. Relationship with existing entities.
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i-4-1 ENERGY RESEARCH AND DEVELOPMENT 71-4-10

71-4-1 to 71-4-8. Repealed.

Repeals. — Laws 1981, ch. 379, § 22, repeals certified to the governor in writing that a transition
71-4-1 through 71-4-8 NMSA 1978, relating to energy plan has been fully implemented pursuant to Subsec-
research and development. tion B of Section 13 of the Energy Research and

Laws 1981, ch. 379, § 23, provides that the effective Development Institute Act.
date of Laws 1881, ch. 379, § 22, is the first day after Laws 1981, ch. 379, § 24, makes the act effective
the date that the secretary of energy and minerals has iminediately. Approved Aprit 10, 1981,

71-4-8, Short title.
Sections 1 through 13 {71-4-9 to 71-4-20 NMSA 1978] of this act may be cited as the
an

“"Energy Research and Development Institute Act.”

History: Laws 1981, ch. 379, § 1. unless projects are terminated pursuant o contract;
Emergency clauses. — Laws 1981, ch. 379, § 24, and (3) all contracts, projects, powers and duties or
makes the act effective immediately. Approved April records or other information undertaken or held by
10, 1981, the energy and minerals department pursuant to
Compiler’s notes. — Section 13 of the Energy former 71-1-1, 71-1-2 and 71-4-1 through 71-4-8
Research and Development Institute Act (Laws 1981, NMSA 1978 shall be transferred to the instituie. Sub-
ch. 379, § 13) enacts a temporary provision and has section B provides that the secretary of energy and
therefore not been compiled. It is described in the minerals shall, ne later than the first day of the second
notes following this section. session of the thirty-fifth legislature. develop and
Temporary provisions. — Laws 1981, ch. 379, implement an energy institute transition plan to
§ 13, provides, in Subsection A, that on the first day accomplish the transfers required by Subsection A,
after the date that the secretary of energy and min- and provides that prioer te the full implementation of
erals has certified to the governor in writing that the the transition plan and notwithstanding any provi-
energy institute transition plan has been fully imple- sion of the Energy Research and Development Insti-
mented: (1) the institute shall assume all functions tute Act to the contrary, the secretary of energy and
previeusly performed pursuant to the Energv minerals may approve the annual operating plans
Research and Development Act; (2) any unexpended required by 71-4-20 NMSA 1978, and. after approval,
funds existing in the energy research and state funds may be disbursed for the purposes speci-
development fund shall be transferred to the energy fied in that section.
research and development institute fund: provided Law reviews. — For article, " ‘New Mexican
that funds previously committed to individual projects Nationalism’ and the Evolution of Energy Policy in
shall be used for the purpose for which committed New Mexico,” see 17 Nat. Resources J. 233 11977).

71-4-10. Finding and purpose.

A, The legislature finds that a need exists to support energy research, development and
demunstration programs; for coordination of state energy programs with those by the federal
government, private corporations, foundations and universities; and for the dissemination
of energy information.

B. The purpose of the Energy Research and Development Institute Act {71-4-9 to 71-4-20
NMSA 1878] is to create a New Mexico energy research and development institute in order
to: -

(1) provide direction for state-funded energy research, development and demonstra-
tion projects which encourage the location of new industries in New Mexico, the expansion
of existing industries and stimulate economic growth;

(2) use the results obtained from energy research to ensure that the development of
natural resources yields long-term economic stability for the state;

(3) formulate and maintain an energy research and development plan for the state
by:

(a) considering state energy resources;

(b) considering existing and projected energy needs within the state;

(¢} identifying energy research ongoing [going on] within the state; and

(d) establishing energy research, development and demonstration priorities
which complement ongoing research and development;

{4) foster cooperation among government, academic and private sectors of the state
concerned with energy research and development in the formation and implementation of
the state energy research and development plan;

7
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ENERGY AND MINERALS

71-4-13

(5) coordinate the contributions of government, academic and private sectors in
state-supported research and development projects in energy;

(6) encourage energy research and development funds from sources other than state
government by providing seed money support for proposals initiated by the institute;

(7) collect information about ongoing energy projects which influence New Mexico’s
role in providing energy to the state and to the nation and to disseminate the information
to the energy research and development sector of the state;

{8) monitor the progress of state-supported projects, and prepare annual reports of

such projects, their status and their impact;

(9 create and encourage methods designed to provide rapid conversion of research
and development project results to application, including the sponsoring of demonstration

~

projects, dissemnination of information to the public, [and] provision of information to the

state’s congressional delegation; and

(10) perform those functions previously exercised pursuant to the Energy Research

and Development Act.

History: Laws 1981, ch. 379, § 2.

Cross-references. — For provisions relating to
energy resources generally, see Article 2 of this chap-
ter. For provisions relating to geothermal resources
conservation, see Article 5 of this chapter. For provi-
sions relating to solar energy development, see Article
6 of this chapter.

Emergency clauses. — Laws 1981, ch. 379, § 24,
makes the act effective immediately. Approved April

71-4-11, Definitions.

16, 1981.

Energy Research and Development Act. — The
Energy Research and Development Act, cited to in
Paragraph (10) of Subsection (B), refers to Laws 1975,
ch. 288, the provisions of which were compiled as
71-1-1, 71-1-2, 71-4-1, 71-4-2 and 71-4-6 to 71-4-8
NMSA 1978, and was repealed by Laws 1981, ch. 379,
§ 22

As used in the Energy Research and Development Institute Act [71-4-9 to 71-4-20 NMSA

19781

A. “board” means the board of directors of the institute;

B. “committee” means the technical advisory committee;

C. “director” means the director of the institute; and

D. “institute” means the New Mexico energy research and development institute.

History: Laws 1981, ch. 379, § 3.
Emergency clauses. — Laws 1981, ch. 379, § 24,

makes the act effective immediately. Approved April
10, 1981.

71-4-12. New Mexico energy research and development institufe cre-

ated.

The “New Mexico energy research and development institute” is hereby created. The
institute shall be governed by a board and shall be administratively attached, as defined in
the Executive Reorganization Act [9-1-1 to 9-1-10 NMSA 1978], to the energy and minerals

department.

History: Laws 1381, ch. 379, § 4.
Emergency clauses. — Laws 1981, ch. 379, § 24,

makes the act effective immediately. Approved April
10, 1981.

71-4-13. Board; composition; compensation.

A. A "board of directors of the New Mexico energy research and development institute”
is created. Members of the board shall be appointed by the governor and shall serve at his
pleasure. The board shall consist of seven members as follows:

(1) the secretary of energy and minerals;

(2) two citizens with a demonstrated interest in energy research and development;

(3) a member of the staff of Sandia national laboratories or Los Alamos national
[scientific] laboratory recommended by the respective chief operating officers, which mem-
ber shall be rotated every two years between such laboratories; and
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71-4-14 ENERGY RESEARCH AND DEVELOPMENT 71-4-15

{4) a member each from three energy-related industries doing business in New
Mexico, recommended by the chief operating officers of the corporations selected by the
governor to represent each industry.

B. Members selected pursuant to Paragraph (4) of Subsection A of this section shall be
appointed for terms of three years; provided that initial terms shall be staggered so that one
term becomes vacant every year.

C. The board shall elect a chairman and such other officers as it deems necessary. The
secretary of energy and minerals shall not be eligible for the position of chairman or vice
chairman. The board shall meet at the call of the chairman but not less than four times per
year, and shall invite representatives of the board of educational finance, the commerce and
industry department and appropriate legislative committees to its open meetings for the
purpose of information exchange and coordination.

D. The six public members of the board shall receive per diem and mileage as provided
in the Per Diem and Mileage Act [10-8-1 to 10-8-8 NMSA 1978} and shall receive no other
comvensation, perquisite or allowance.

E. Board members shall not vote by proxy.

History: Laws 1381, ch. 379, § 5 makes the act effective immediately. Approved Apyil
Emergency clauses, — Laws 1881, ch. 379, § 24, 10, 1881.

71-1-14. Board; duties.

he board shall:

A. be responsible for the overall operation of the institute;

B. make a quarterly review of all expenditures made by the institute during the
preceding calendar quarter and approve expenditures anticipated during the succeeding
guarter,

C. review, modify and approve the energy research and development plan generated
by the director and the technical advisory committee and consider revisions of the plan
annually;

D. review and refer reports of the institute’s activities to the governor, legislature
and the public; ‘

E. review, modify and recommend to the governor and the legislature an annual
budget for the institute;

F. review, modify and approve the operating budget for the institute;

G. with the approval of the governor and subject to confirmation by the senate, hire
a director of the institute. The director shall have a proven and extensive knowledge of and
experience in energy research and development activities and in the management of such
activities and shall be directly responsible to the board. His compensation shall be fixed by
the board, and he shall serve at its pleasure; and

H. establish such policies, procedures and guidelines as are necessary to achieve the
purposes of the Energy Research and Development Institute Act [71-4-9 to 71-4-20 NMSA
19781

History: Laws 1981, ch. 379, § 6. makes the act effective immediately. Approved April
Emergency clauses. — Laws 1981, ch. 379, § 24, 10, 1981.

71-4-15. Technical advisory committee; composition; compensation;
duties.

A. A “technical advisory committee” to the New Mexico energy research and development
institute is created. Members of the committee shall be appointed by the governor and shall
serve at his pleasure. The committee shall consist of ten members as follows:

(1) a member from the energy and minerals department;

(2) a member each from the university of New Mexice, New Mexico state university
and New Mexico institute of mining and technology, recommended by the respective
presidents of those institutions;

9
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(3) one member each from the staffs of Sandia national laboratories, Los Alamos
national scientific laboratory and White Sands missile range, recommended by the respec-
tive chief operating officers; and

{(4) a member each from three energy-related industries doing business in New
Mexico, recommended by the chief operating officers of the corporations selected by the
governor to represent each industry.

B. Members selected pursuant to Paragraph (4) of Subsection A of this section shall be
appointed for terms of three years; provided that initial terms shall be staggered so that one
term [position] becomes vacant every year.

C. The committee shall elect a chairman and such other officers as it deems necessary.
The committee shall meet at the call of the chairman.

D. All members of the committee, except the member from the energy and minerals
department, shall receive per diem and mileage as provided in the Per Diem and Mileage
Act [10-8-1 to 10-8-8 NMSA 1978] and shall receive no other compensation, perquisite or
allowance.

E. The technical advisory committee shall review and make recommendations to the
director on proposals for energy research and development. In addition, the committee shall:

(1) at the direction of the board, assist the board in hiring the director and the other
senior staff positions as are identified by the board of directors;

(2) advise the director in erder to accomplish the purposes of the Energy Research
and Development Institute Act |71-4-9 to 71-4-20 NMSA 19781

(3) advise the director in formulating the energy research and development plan:

t4) advise the director in proposing policies to implement the energy research and
development plan; and

(3) be concerned with demonstration and dissemination of research results for prac-
tical application, including the review and recommendation of proposals for demonstration
projects, plans for information dissemination and encouragement of new energy-related
industry in New Mexico.

History: Laws 1981, ch. 378, § 7. makes the act effective immediately. Approved April
Emergency clauses. — Laws 1981, ch. 379. § 24, 10, 1981.

71-4-16. Director; duties.

The director of the institute shall be responsible for the overall supervision of institute
operations in support of the purposes of the Energy Research and Development Institute Act
[71-4-9 to 71-4-20 NMSA 1978} and the policies, procedures and guidelines established by
the board. In addition, the director shall:

A, work with the committee in formulating an energy research and development
plan for the state;

B. work with the committee in proposing policies to implement the energy research
and development plan;

C. develop and be responsible for the operating and capital budgets of the institute:

D. approve proposed projects and contractual arrangements in accordance with
policies, procedures and guidelines established by the board. In doing <o, the director may
enter into contracts with state, federal or private research entities for research, development
or demonstration projects, and may apply for and accept any federal funds or grants for such
projects and may accept similar donations and bequests from other sources;

E. develop requests for proposals in research areas given priority by the board in the
energy research and development plan; receive and refer with commentary to the committee
proposals submitted in response to requests for proposals; confer with research investigators
to assist them when needed; monitor progress on state-funded research projects; maintain
contact with research offices of the universities, federal laboratories and private research
operations; and receive reports of individual projects.

10
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F. develop requests for proposals in areas suitable for development as determined by
the energy research and development plan; receive and refer with commentary to the
committee proposals submitted in response to requests for proposals; assist in the assembly
of information on development projects of interest to New Mexico; monitor progress on
development projects; and maintain contact with the state’s research and development
commurity concerning results obtained from development projects;

G. generate a comprehensive list of demonstration areas consistent with the energy
research and development plan where nearterm application or industrial application is
possible; generate information concerning interest in and capability for carrying out demon-
stration projects among institutions, both public and private, and among academic, con-
sulting and research laboratories; work with the committee on demonstration and
dissemination activities in order to accomplish the purposes of the Energy Research and
Development Institute Act; develop requests for vroposals for demonstration and dissemina-
tion projects; monitor and receive reports on projects contracted; and work with the com-
merce and industry department and other appropriate entities to promote new energy
industry;

H. prepare an annual report on the status of the energy research and development
institute fund; the status of ongoing research, development and demonstration projects; the
results obtained from completed projects; and the dissemination thereof; and other activities
of the institute;

I. maintain and update records on the status of all completed and ongoing projects:

J. with the approval of the board and within the limitations of available funds,
employ and fix the compensation of those persons necessary to discharge his duties; and

K. perform such other duties as are assigned to him by the board in order to further
the purposes of the Energy Research and Development Institute Act.

History: Laws 1983, ch. 379, § 8. makes the act effective immediately. Approved April
Emergency clauses. — Laws 1981, ch. 378, § 24, 10, 1881.
71-4-17. Legislative liaison office.

An office of legislative liaison shall be instituted under the director. The duty of this office
shall be to work directly with members of the legislature and to respond to requests for
information and to provide assistance for legislators.

History: Laws 1981, ch. 379, & 2. makes the act effective immediately. Approved April
Emergency clauses. — Laws 1981, ch. 379, § 24, 10, 1981.

71-4-18. Personnel Act; exemption.

The director and such other employees of the institute as are identified by the board shall
be exempt from the provisions of the Personnel Act.

History: Laws 1981, ch. 379, § 10. 10, 1981.
Emergency clauses. — Laws 1981, ch. 378, § 24, Personnel Act. — See 10-9-1 NMSA 1978 and
makes the act effective immediately. Approved April notes thereto.

71-4-19. Energy research and development institute fund created.

There is created in the state treasury the “energy research and development institute
fund.” No money appropriated to this fund or accruing to it through gifts, grants or bequests,
and no income earned on the fund shall be transferred to another fund or encumbered or
disbursed in any manner except for activities conducted pursuant to the Energy Research
and Development Institute Act [71-4-9 to 71-4-20 NMSA 1978]. The fund shall not revert
at the end of a fiscal year. The energy research and development institute fund is appropri-
ated to the institute. Disbursements from the fund shall be made only upon warrant drawn
by the secretary of finance and administration pursuant to vouchers signed by the director
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of the institute or his designee for the purpose of paying the cost of activities conducted
pursuant to the Energy Research and Development Institute Act; provided that the
chairman of the board may sign vouchers when the position of director is vacant.

History: Laws 1981, ch. 379, § 11. tion in New Mexico. and provided that the energy and

Emergency clauses. — Laws 1981, ¢h. 379, § 24, mineral department shall provide quarterly reports to
makes the act effective immediately. Approved April the legisiative finance committee which shall include
10, 1981. summary information on all proposed and existing

Appropriations. — Laws 1981, ch. 379, § 21, projects funded by this and previous appropriations to
appropriates $2.489,100. of which $2,451,600 is appro- the energy research and development fund: 3
priated by Subsection A from the general {und to the $675,000 to be disbursed pursuant to the provisions of
New Mexico energy research and development insti- Subsection A of 71-4-20 NMSA 1978 to the board of
tute for expenditure in the sixty-ninth and {ollowing regents of New Mexico state university: (4) 8116.600
fiscal ycars pursuant {o the provisions of the Energy to be disbursed pursuant to the provisions of Subsec-
Research and Development Institute Act, to be tion B of 71-4-20 NMSA 1978 to the board of regents
expended as follows: (1) $115,000 to the property of the New Mexico institute of mining and technology:
control division for the development of plans, specifi- and (3) $155,000 to be dishursed to the energy and
cations and preliminary site evaluation work in prep- minerals department for the purpose of promoting the
aration for the construction of a permanent building to development and use of alcohol fuels. Laws 1981. ch.
house the New Mexico energy research and 379, § 21, Subsection B, provides that any
development institute; (2) $1,380,600 to the energy unexpended or unencumbered balance remaining at
research and development fund for expenditure in the the end of the seventieth fiscal year shall revert to the
sixty-ninth and following fiscal years pursuant to the general fund.
provisions of the Energy Research and Development Interest earned by the fund is accretion to prin-
Institute Act, provided that at least seventy-five cipal fund, and becomes a part of the fund. 1980 Op.
percent of the expenditures shall be for development Att'y Gen. No. 80-17 (opinion rendered under prior
and demonstration projects having a practical applica- law).

71-4-20. Relationship with existing entities.

A {1) The board of regents of New Mexico state university shall continue to:

(a) testand evaluate solar energy systems so as to enchance consumer confidence
in solar energy equipment;

{b) collect, develop and disseminate information and educational materials
about solar energy applications and technologies to New Mexico citizens, to industry in the
state and to those state agencies and organizations respounsible for promoting new facilities
in New Mexico; and

(¢} coordinate solar energy research and demonstration efforts within the state
with the institute.

(2) State funds for these activities in this subsection shall be included as a separate
item in the budget of the institute. The board of regests {regents] of New Mexico state
university shall develop an annual operating plan for the state funds prior to any request
for appropriation of such funds. The plan shall contain the research goals and objectives as
well as a statement of the operating, reporting and administrative procedures to be used in
meeting the requirements of Paragraph (1) of this subsection. The board of regents and the
institute shall enter into an agreement whereby, after the institute’s approval of the annual
operating plan, state funds shall be disbursed to the board of regents for the purpose of
implementing the annual operating plan.

B. The New Mexico petroleum recovery research center shall continue to operate pur-
suant to Sections 70-9-1 through 70-9-4 NMSA 1978; provided that notwithstanding any
provision of Section 70-9-4 NMSA 1978 to the contrary, the state funds for the center’s
operation shall be included as a separate item in the budget of the institute. The center shall
develop an annual operating plan for the state funds prior to any request for appropriation
of such funds. The plan shall contain the research goals and objectives as well as a statement
of the operating, reporting and administrative procedures to be used. The board of regents
of the New Mexico institute of mining and technology and the institute shall enter into an
agreement whereby, after the institute’s approval of the annual operating plan, state funds
shall be disbursed for use by the New Mexico petroleum recovery research center for the
purpose of implementing the annual operating plan.

12
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) Abide by rules adopted by the Authority.

«s The incubator facility and any improvements shall be owned
by the State but may be leased to the corporation. Small business
concern residents of the facility may be provided secretarial and
other support facilities and utilities for which the corporation may
charge them a part or all of the cost. No small business concern may
remain in the facility for more than two years, Notwithstanding
any other provision of law, the State shall not he liable for any act
or failure to act of any organization granted funds under this Part,
or any small business concern benefiting from the incubator facili-
ties program. (1983, c. 899, s. 2.)

§ 143B-471.5. North Carolina Innovation Research
Fund.

(a) The North Carolina Innovation Research Fund is hereby cre-
ated to provide equity financing for the research activities of new
and existing small business concerns in various regions of the
State, including agriculture, aquaculture and forestry enterprises.
This financing is designed to enable small business concerns to
acquire technical and management assistance and otherwise to con-
duct research leading to new or improved product or service devel-
opment.

(b) The fund will take an equity position in contracting concerns
through the purchase of stock, the receipt of royalties, or other
equity instruments.

(¢) The fund will consist of appropriations from the State; moneys
derived from federal, local governments and private grants; receipt
of royalties and sale of equities.

(d) Awards per research project shall not exceed fifty thousand
dollars ($50,000) per fiscal year. Awards will be limited to concerns
physically located in North Carolina, but the awards shall not be
limited to incubator-affiliated projects.

(e) To protect its investments, the Authority shall make develop-
ment agreements with contracting concerns, to ensure proper use of
fund awards and the receipt of royalties, where appropriate. Devel-
opment agreements shall assign all rights to abandoned projects to
- the Authority.

(f) Any funds received through the receipt of royalties, dividends,
or the sale of equity instruments shall be deposited in the fund and
are available to the Authority for use under this Part. (1983, c. 899,
8.2.)

§ 143B-472: Reserved for future codification purposes.
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ARTICLE 11,

Department of Crime Control and Public Safety.

Part 1. General Provisions,

§ 143B-475. Department of Crime Control and Pub-
© lic Safety — functions,
(d) Repealed by Session Laws 1983 (Regular Session, 1984), c.

1034, s. 103.

(e) The Crime Victims Compensation Commission established by
Chapter 15B is vested in the Department of Crime Control and
Public Safety. The Commission shall be administered as provided
in Chapter 168B. (1977, c. 70, . 1; 1981, c. 929; 1983, c. 832, s. 3;
1983 (Reg. Sess. 1984), ¢. 1034, a. 103.)

Only Part of Section Set Out, — As
the rest of the section was not affected
by the amendments, it is not set out..

Crogs References. — For section pro-
viding for a deferred prosecution, com-
munity service restitution, and volun-
teer program, see now § 143B-475.1.

Hditor's Note, —

Session Laws 1983, ¢. 832, 5. 6, pro-
vides: “This act shall become effective
when funds are appropriated by the
General Assembly to the Department of
Crime Contirol and Public Safety to im-
plement the provisions of this act. No
claims may be filed under this act for
any criminally injurious conduct occur-
ring before the effective date of this act
or after December 31, 1991. Moneys

remaining after payment of claims un-
der thig Chapter shall revert to the Gen-
eral Fund on July 1, 1993. This act is
repealed effective July 1, 1693.”

Session Laws 1983 (Reg. Sess., 1984),
c. 1034, 8. 256 is a severability clause.

Lffect of Amendments, —

The 1983 amendment added subsec-
tion (e).

The 1983 (Reg. Sess., 1984) amend-
ment, effective July 1, 1984, deleted sub-
section (d), which read “The Department
of Crime Control and Public Safety may
conduct a deferred prosecution, commu-
nity service restitution and volunieer
program for youthful and adult of
fenders if funds are available.”

§ 143B-475.1. Deferred prosecution, community
service restitution, and volunteer pro-

gram,

(8) The Department of Crime Control and Public Safety may con-
duct a deferred prosecution, community service restitution, and vol-
unteer é)rogram for youthful and adult offenders. The Secretary of
Crime Control and Public Safety may assign one or more coordina-
tors to each judicial district to assure and report to the Court the
offender’s compliance with the requirements of the program. The
agpomtme_nt of each coordinator is subject to the approval of the
chief district court judge. Each county must provide office space in
the courthouse or other convenient place, for the use of each coordi-
nator assigned to that county.

(b) Unless a fee is assessed pursuant to G.S. 20-179.4 or G.S.
15A-1371(1), a fee of fifty dollars ($50.00) shall be paid by all per-
sons who participate in the program or receive services from the
program staff. If the person is convicted in a court in this State, the
fee must be paid to the clerk of court in the county in which he is
convicted. If the person is participating in the program as a result

259



§ 143B-471.1 1985 CUMULATIVE SUPPLEMENT § 143B-471.3A

3B-471.1. Composition of Authority.

(a) The Authority shall be governed by a board composed of 12
members, eight of whom shall be appointed by the Governor, two of
whom shall be appointed by the General Assembly upon the recorn-
mendation of the President of the Senate under G.S. 120-121, and
two of whom shall be appointed by the General Assembly upon the
recommendation of the Speaker of the House of Representatives in
accordance with G.S. 120-121. Consideration should be given to the
appointment of persons, including minorities and females, with
technical expertise as well as experience in entrepreneurial busi-
ness development and capital formation.

(b) Members shall serve four-year terms effective July 1, 1983,
and quadrennially thereafter, except that the two members ap-
pointed by the General Assembly upon the recommendation of the
Speaker of the House of Representatives shall serve for two-year
terms effective July 1, 1983, and biennially thereafter. No person
appointed to a four-year term shall serve more than two consecu-
tive terms.

(c) Vacancies shall be filled by the Governor to serve the remain-
der of the unexpired term, except that vacancies in appointments
made by the General Assembly shall be filled in accordance with
G.5. 120-122. (1983, c. 899, 5. 2.)

§ 143B-471.2. Officers; meetings.

(a) The Governor shall appoint from the members of the Author-
ity a chairman. The Authority shall elect from among its members
a vice-chairman and shall elect a secretary.

(b) The Authority shall meet at the call of the chairman, upon
the written call of the majority of its members or upon resolution of
the Authority.

(c) A quorum shall consist of seven members of the Authority.
(1983, ¢. 899, 5. 2.)

§ 143B-471.3. Compensation.

Members of the Authority shall receive per diem and necessary
travel and subsistence expense in accordance with G.S. 138-5.
(1983, c. 899, 5. 2.)

§ 143B-471.3A. Powers.

In order to enable it to carry out the purposes of this Part, the
Authority may:

(1) Exercise the powers granted corporations under G.S. 55-17;

(2) Employ an executive director, whose salary shall be set by

the General Assembly in the Current Operations Appro-

riations Act. The Authority may employ such other pro-

essional staff and clerical and secretarial staff as it deems

necessary within the funds available to it. The salaries of

such other personnel shall be set under the State Person-
nel Act;

‘}) Establish an office for the transaction of its business at
Raleigh;
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(4) Apply for and accept grants of money from the State of
North Carolina, or any political subdivision thereof, from
the United States, or from any person, corporation, founda-
tion, trust, or business or from any foreign government for
any of the purposes authorized by this Part;

(5) Establish and administer the incubator facilities program;

(6) Administer the North Carolina Innovation Research Fund;

an
(7) Adopt reasonable rules to effectuate the purposes of this
Part. (1983, c. 8989, s. 2; 1985, ¢. 479, s. 223))

Editor’s Note. — Session Laws 1985, amendment, effective July 1, 1985, sub-
¢. 479, s. 1.1 provides that the act shall  stituted “General Assembly in the Cur-
be known as “The Current Operations rent Operations Appropriations Act” for

Appropriations Act of 1985.” “Governor and the Authority, after con-
Session Laws 1985, c. 479, 8. 230 is a  sultation with the Advisory Budget
severability clause. Commission” at the end of the first gen-

Effect of Amendments. — The 1985  tence of subdivision (2).

§ 143B-471.4. Incubator facilities program.

(a) The Authority shall establish one or more incubator facilities
within the State. An incubator facility is a building or buildings
that provides space and support services for small businesses cori-
cerns which are beginning. “Small business concern” has the same
meaning as that contained in Chapter 14A of Title 15, United
States Code, and regulations promulgated under it.

(b) The Authority shall select sites for incubator facilities, The
Authority in selecting sites shall evaluate areas for potential sites
using the following criteria but is not limited to them:

(1) The unemployment rate,

(2) The need for industrial and economic diversification and
development,

(3) The interest by the locality in the establishment of an incu-
bator facility in the area as manifested by grants from
public and private sources and cooperation agreements be-
tween locaFgovernment, business, labor and educational
institutions demonstrating the probability of the success of
the incubator facility.

(c) The Authority may make one-time grants to establish incuba-
tor facilities. A grant may not exceed two hundred thousand dollars
($200,000). Local government and interests must at least equal in
cash or real estate value any grant made by the Authority; Pro-
vided, however, that contributions by State agencies may not be
included in the matching grant.

(d) Only nonprofit corporations which are affiliated with local
universities, colleges, community colleges or technical institutes or
combinations thereof to advance the educational and research pro-
grams of these institutions shall be eligible to receive a grant from
the Authority. Pursuant to rules adopted by the Authority, the
corporation shall:

(1) Manage and maintain the incubator facility,

(2) Develop a mechanism to provide technical, management
and entrepreneurial expertise to resident small business
concerns and to small business concerns throughout the
area, and
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)} May, pursuant to Article 2 of Chapter 150A of the General
Statutes, adopt, alter or repeal its own bylaws, rules and
regulations governing the manner in which its business
may be transacted and in which the power granted to it
may be enjoyed, and may provide for the appointment of
any committees, and the functions thereof;

(11) May do anything necessary to accomplish the purposes of
this Part,

The property of the Treatment Commission shall not be subject to
any taxes or assessments,

(b) If no permit to operate a hazardous waste treatment facility
has been issued to a private operator by January 1, 1986, the Treat-
ment Commission shall actively seek communities interested in
hosting hazardous waste treatment facilities and private operators
of hazardous waste treatment facilities and shall present appropri-
ate sites, as prescribed in G.S. 130A-294(g), to those operators. If no
permit to operate a hazardous waste treatment facility is pending
which is likely to be granted to a private operator by J uly 1, 1986,
the Treatment Commission shall, on the basis of the criteria and
procedures outlined in G.S. 130A-294(g), select appropriate site(s)
and begin proceedings to purchase or if necessary condemn property
for such site(s) under the State’s power of eminent domain. Con-
demnation shall be upon the same terms and procedures as set forth
in Article 9 of Chapter 136 of the General Statutes of North Caro-
lina, except that the Treatment Commission shall have the same
rights, duties, and responsibilities as set forth for the North Caro-
lina Department of Transportation. The purposes for which the
Eower of eminent domain is used in this section are to enable a

azardous waste treatment facility to be built which will manage
hazardous waste generated by the public or by private industry in
making goods for the benefit of the public, and are, therefore, public
purposes for these and related purposes. The Treatment Commis-
sion shall then actively seek private operators of hazardous waste
treatment facilities and shall contract with at least one operator to
purchase the site and construct a hazardous waste treatment facil-
ity. If no permit to operate a hazardous waste treatment facility has
been issued by January 1, 1987, the Treatment Commission shall
submit to the General Assembly plans for construction of a facility
on one of the sites and shall proceed to begin construction of a
facility within one year and shall seek a private operator to operate
the facility. If no private operator can be foung, the Treatment
Commission shall operate the facility.

(c) The Treatment Commission shall submit to the General As-
sembly by January 1, 1986, a comprehensive plan for the treatment
of hazardous waste in North Carolina, including a plan to provide
for a statewide hazardous waste collection system. The Governor's
Waste Management Board, the Solid and Hazardous Waste Branch
of the Division of Health Services of the Department of Human
Resources, and other State agencies and departments shall cooper-
ate with the Treatment Commission in preparation of the plan. If
the Treatment Commission, in its report to the General Assembly,
indicates that the needs of the State for treatment of hazardous
waste are being met, the Treatment Commission shall cease to
exist as of January 1, 19886. If not, the Treatment Commission shall
report periodically to the General Assembly or, if the General As-
S€ is not in session, to the Joint Legislative Commission on
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Governmental Operations, on progress toward meeting the State’s
needs. (1983 (Reg. Sess., 1984), ¢. 973, 8. 1; 1985, ¢. 711.)

Effect of Amendments, — The 1985 1986 in the second sentence, and sub-
amendment, effective July 11, 1985, in  stituted "January 1, 1987” for “June 1,
subsection (b) substituted “January 1, 1986” in the sixth sentence, and in sub.
1986” for “June 1, 1985” in the first sen-  section (c) substituted “January 1, 1986"
tence, substituted “is pending which is  for "May 1, 1985” in the first sentence
likely to be granted” for “has been is- and substituted “January 1, 1986” for
sued” and “July 1, 1986” for “January 1, “October 1, 1985” in the third sentence.

§ 143B-470.5. Issuance of bonds and notes.

(a) As a means of raising the funds needed from time to time .for
the acquisition, construction, equipment, maintenance or operation
of any facility, building, structure or any other matter or thing
which the Treatment Commission is_authorized to acquire, con-
struct, equip, maintain, or operate, all or any of them, including
authorized special user projects, the Treatment Commission may
borrow money and in evidence thereof may issue bonds, notes and
other obligations of the Treatment Commission as provided in the
Local Government Revenue Bond Act, Article 5 of Chapter 159 of
the General Statutes. Bonds, notes and other obligations may also
be issued to (i) establish any reserves the Treatment Commission
may determine to be desirable including, without limltgitlon, a debt
service reserve fund, and (ii) provide for interest during the esti-
mated period of construction and for a reasonable period thereafter
and (iii) provide for working capital. .

(b) Any obligations issued by the Treatment Commission under
the provisions of this Part, their transfer and the income therefrom
(including any profit made on the sale of them), shall at all times be
free from taxation by the State or any local unit or political subdivi-
sion or other instrumentality of the State, except inheritance or gift
taxes. (1983 (Reg. Sess., 1984), ¢. 973,s.1.)

Part 12. North Carolina Technological Development
Authority.

§ 143B-471. Creation of Authority.

There is hereby created the North Carolina Technological Devel-
opment Authority, to increase the rate at which new jobs are cre-
ated in all regions of the State, by stimulating the development of
existing and new small businesses. The Authority shall be
administratively located within the Department of Commerce, but
shall exercise its powers independently of the head of that depart-
ment, ag if it had been transferred to the Department of Commerce
by a Type II transfer as defined in G.S. 143A-6(b). (1983, c. 899, s.
2.)

Editor’s Note. — Session Laws 1983, upon ratification. The act was ratified
c. 899, 8. 7, makes this Part effective July 21, 1983,
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EXECUTIVE SUMMARY

Buyer/supplier programs and retention and expansion surveys are two types of
programs which are employed to assist in business retention. Buyer/supplier
programs introduce potential buyers of product components to suppliers of those
parts. Retention and expansion surveys are diagnostic instruments which allow an
economic development professional to assess the wants, needs, and perceptions of
business and industry. This report covers buyer/supplier programs in Florida and
South Carolina as well as retention survey programs in New Jersey and Wisconsin.

Buyer/supplier programs are operated by state development agencies which act
as matchmakers for companies who desire such a service. The agencies use manual
and computer searches of manufacturing and service directories to assist com-
panies.

Field staff can be used to visit industry to secure detailed information
concerning their products and processes. This detailed information can supplement
data collected by the directory surveys. Local organizations such as regional
planning commissions and small business development centers can also provide
valuable background information to the system.

Participation in these programs is solicited by press releases, quarterly
newsletters and the availability of toll-free hotlines. Other states indicate
approximately 300 companies respond to this service on an annual basis. Program
costs range from $15,000 - $33,000 per year.

Experience indicates that the program will identify products and services
which can be expanded and specific targeted industries to recruit. In addition,
it is perceived that the marketing effects of state products are improved by this
type of program.

Retention and expansion programs attempt to improve the competitiveness of
local firms by improving their efficiency, expanding marketing programs and
removing local bottlenecks to growth. A comprehensive action plan is developed by
analyzing the results of the survey.

Both states which were reviewed utilize local utilities as a partner in these
programs. This partnership increases the acceptance of such a program by local
entities.

The actual survey is conducted by local volunteers who are selected based on
their knowledge of business, economic development techniques, and community
services. These volunteers have a vested interest in developing information which
will lead to the economic improvement of their community.

Surveys are used to identify areas which need immediate response as well as
for long term plans. Potential relocations out of the community and financial
problems are more likely to be identified in time to take remedial actions. The
results of such a program are higher retail sales, increased bank deposits and
more personal income for the community.



INTRODUCTICN

Buyer/supplier programs and retention and expansion surveys are two types of
programs which are employed to assist in business retention. Both programs are
designed to stimulate activities which will improve the conditions necessary for a
company to remain in its present location. This report will address efforts
undertaken by two states for each type of program. Part I will review South
Carolina and Florida's buyer/supplier programs and Part II will address New Jersey
and Wisconsin's programs of retention and expansion surveys.

PART I: BUYER/SUPPLIER PROGRAMS

What is a buyer/supplier program?

A buyer/supplier program is a plan to introduce potential buyers of product
components to suppliers of those parts. For the purpose of this study, the
supplier is an in-state company and the buyer may or may not be located in-state.
The goal of the program is to increase business for suppliers of products and
services and to assist buyers in locating in-state suppliers. This introduction
hopefully will allow buyers to cut their component cests and possibly allow for
growth of existing state companies.

How are these programs operated?

Both South Carolina and Florida, through their state development agencies,
act as matchmakers to companies who desire this service. Florida currently uses
manual searches of the states' manufacturing directory, warehouse and distribution
directory, and service directory to provide these matches. South Carolina has a
network of micro-computers that contain information on products, suppliers and
services. Once activated, this data storage can provide a printout of available
suppliers for any particular product.

What kinds of equipment needs are necessary?

South Carolina uses standard personal computers and commercial software
packages to operate their program. Florida currently uses printed matter for a
data source but has requested personal computers to make the process more ef-
ficient.

What are the staffing requirements for such a program?

Currently both South Carolina and Florida have only one person employed in
their programs. Florida has requested one staff member for each of six regional
offices plus additional data processing staff in the main office to handle their
new computer system. Regional office personnel can conduct visits of manufac-
turers and suppliers in their regions to obtain more in-depth information for the
database.

South Carolina has contracted with a private individual to provide the
program services. The contractor is a retired purchasing professional who travels
around the state by regions and calls on companies to obtain information and
generate clients for the program. Plans call for the addition of a second con-
tractor as the demands of the program increase. Data processing personnel already
on staff handle the data storage needs along with their other program require-
ments.



What organizations outside the state are included in program operation?

South Carolina uses a Job Creation Network to assist in recommending clients
for the program. The network consists of regional planning commissions, indus-
trial development commissions, incubator facilities, small business development
centers, vocational schools, counties, and municipalities. These groups are more
familiar with circumstances on a local basis and can provide valuable background
information to the system.

Florida relies on commercial trade shows and vendor listings as additional
data sources. Additionally, Small Business Association (SBA) procurement con-
ferences are attended to stimulate activity for the program.

What is the approximate budget for such programs?

Florida authorizes a portion of one staff person's salary to this program as
well as money for attending one procurement conference and maintenance of library
materials. Exact dollar figures were not available but it was estimated to be
less than $15,000 allotted to the program.

South Carolina contracts with the designated individual for $33,000 annually
to perform the program functions. Administrative costs such as data processing

and travel are additions to the program costs.

How do companies participate in these programs?

Florida uses a toll free phone number, word-of-mouth, and procurement con-
ferences to market their program. It was indicated that participation by the
companies during the first year of operation is by their own initiative. The
program hopes to be able to solicit more participation with the addition of
regional staff.

South Carolina announces their buyer/supplier program through press releases,
quarterly newsletters (similar to KDED's Developing Kansas), trade shows, and
letters of introduction to specific companies. The previously mentioned Job
Creation Network also highlights the program. Through the use of a traveling
contractor, the state is able to personally visit companies and solicit involve-
ment.

What kind of record or success do these programs have?

Florida began their program less than one year ago. No formal accounting of
program results has been maintained although an information paper is being drafted
to outline the program adoption. Estimates place the number of company requests
for assistance at approximately 300 during the eight months of existence. Staff
indicated that dollar amounts for new supplier contracts is impossible to obtain
because the deals take place after the state has performed its duty as match
maker. Often these contracts are proprietary and not available for public release
of information.

South Carolina has visited 312 companies on site since the beginning of their
program on July 1, 1984. No information on company requests was available al-
though staff indicated that Fortune 500 companies have realized $3-4 million of
new contracts because of the buyer/supplier match.



ire there other benefits from these programs?

Both states indicate that the original purpose was to match potential buyers
with possible suppliers. This has led to a recognition that the states are
deficient in plants that produce certain product components. Florida has not
developed a plan to address this situation. South Carolina, on the other hand,
has begun efforts to target suppliers which may be recruited to locate in the
state. Additionally, staff has been able to encourage existing plants with the
necessary equipment to expand into production of supplies which are in high demand
or not produced.

South Carolina also indicates that more product lines and supplies can be
identified by these personal visits. This adds to the data base and improves the
perception of the state in the eyes of foreign countries and companies who wish to
do business in the state. Although no figures are available, it is perceived that
the marketing efforts of state products is improved by the buyer/supplier program.

PART II. RETENTION AND EXPANSION SURVEYS

What are retention and expansion surveys?

Retention and expansion surveys are diagnostic instruments which allow an
economic development professional to assess the wants, needs, and perceptions of
business and industry. By analyzing these results, a comprehensive action plan or
program can be established to help improve the operating environment for these
business firms. When performed on a local basis it encourages community in-
volvement in solving employment problems which can affect the ecconomic well-being
of the town.

Almost all retention and expansion programs attempt to improve the competi-
tiveness of local firms by improving their efficiency, by expanding their market-
ing programs, or by removing local bottlenecks to growth. The surveys are the
initial instrument which help focus the program. These surveys are conducted by
business visitation teams composed largely of local volunteers.

There are five objectives of the business visitation teams which conduct the
surveys. They are:

1) Demonstration of the community's pro-business attitude and appreciation
of the contribution of the firm.

2) Assistance in solving local problems or working with local governments,
thus cutting the costs of doing business.

3) Help in using state and federal programs, especially those that improve
the efficiency of the firm in either production or marketing.

4) Development of a data base for local economic strategic planning, thus
improving the climate for growth.

5) Establishment of an early warning system for plant closures, allowing
communities to adjust to these changes as rapidly and painlessly as
possible.



How are these programs operated?

Both New Jersey and Wisconsin operate their business retention and expansion
programs in a joint effort with local telephone utilities. In Wisconsin, the
utility pays most of the administrative costs for running the program. The state
agency is taking over the database part of the program, thus allowing them to use
the data for statewide planning purposes. At present, the utility provides all
the staff support for program presentations and project assistance.

New Jersey's state development agency has a more active role. They work in
an equal partnership with New Jersey Bell Telephone to provide program assistance
to local communities. Costs for operating the program are split between the two
entities. The state pays for promotional literature and for completion of a
fiscal report. The utility pays for meetings with communities and some supplies.

New Jersey felt it was extremely important to have the partnership between
public and private entities because there is better acceptance by the local
economic developers and businesses. Having someone from the community (utility)
telling them what needs to be done is sometimes preferable to the state agency
advocating a program.

Who works in these programs?

The actual survey is conducted by local volunteers who are selected based on
their knowledge of business, economic development techniques, and community
services. Local volunteers have a vested interest in developing accurate infor-
mation that will lead to the creation of beneficial programs. Part of the success
of such programs can be attributed to the fact that these "private sector" volun-
teers can interface with local business and industry officials and overcome some
of the natural barriers which exit between industry and government. Scmetimes it
requires the volunteers to be salespersons with a positive attitude toward the
effort and their community. Both states indicate that the local volunteer aspect
is absolutely necessary for this type of program to work.

What is the process used in conducting surveys?

Tnitially, a community must express a desired interest to participate in such
a program. In New Jersey this is accomplished by the Mayor of the community
committing personal support to the effort. The next step is to form a business
retention and expansion task force and identify a chairperson. The task force
oversees the operation of the program and insures that completion of all tasks
occur. Membership on the task force should include:

1) Members of the municipal administration.

2) Representatives from private business.

3) Chamber of Commerce executives.

4) Representatives of the educational community (colleges, universities and
technical schools).

5) Representatives of the private industry council and industrial
development organization.

In addition to the task force, a program sponsor should be identified. As
the name implies, the program sponsor is not a working group but rather an organi-
zation which lends its name as a support or endorsement to the effort. Most
commonly, this is a chamber of commerce or non-profit group such as an industrial
development organization.



Once these procedural steps are accomplished, it is time to perform the set
of tasks necessary to complete the program. The task force must identify all
firms located within the community who are to be called upon. This list should
include addresses, telephone numbers, executive officers and type of product or
service for each firm.

Next, the group of volunteers must be identified. It is best not to average
over four interviews per volunteer. Anything over this will cause the volunteers
to lose interest or feel overworked.

A complete set of survey questions must be compiled. A draft copy of a
survey document is included at the conclusion of this report. It is important to
be conscious of what the purpose of the survey is and not to develop questions
which solicit unnecessary information.

Upon completion of the survey, a letter from the Mayor is sent to all the
firms announcing the program and indicating that a volunteer will contact them for
further information.

The last step before actually conducting the survey is to train the volun-
teers on how to conduct the interviews. During this phase, representatives of the
state development agency and the utility explain the exact role of the volunteers
and what is to be accomplished from the results of the survey. Materials to be
used in the interview are distributed and assignments are made regarding firms to
contact.

How is the information obtained from surveys made useful?

Survey results are returned to the state or utility for analysis. New Jersey
contracts with Rutgers University to perform analysis of each cities' results.
The purpose is to identify areas which need immediate response. These may include
firms contemplating relocation or problems related to marketing, finances or
governmental paperwork requirements. The objective is to follow up these situa-
tions with remedial actions which will assist the economic well-being of the
company.

An oral presentation and a written report provided to the community will
serve as a master plan and recommendation for structuring programs to help exist-
ing firms stay and grow. State collections of these reports are valuable tools
for developing state-wide programs to help all industry. Identification of the
problem is vital to designing cures for poor eccnomic conditions.

What kind of results can be expected from this tvpe of program?

Data to specify jobs saved or increased investment is nearly impossible to
determine. It is hard to specifically relate a new product developed to the
assistance given by this program. Given the difficulty of establishing a cause
and effect relationship, states have opted to identify relocations which occur
because a community didn't at least try this program or businesses which have gone
broke in part because they didn't have assistance.

New Jersey uses a comparison which shows the value of having a retention and
expansion program.



100 Factory Jobs Mean .....

1) 68 Employed in non-manufacturing

2) 79 school children

3} 97 households

4} 351 people supported

5) 1 retail establishment

6) $2,200,000 personal income per year
7) $1,200,000 in retail sales

8) $1,000,000 in bank deposits

Those who administer the New Jersey and Wisconsin programs say that perhaps
the most important result is getting the community involved in the development of
their own business and industry. By facilitating and motivating the local in-
volvement, the program helps the community develop a personal investment in their
own economic future.

What does this program cost in terms of time and money?

To the state and community, it regquires about 6 to 9 months to complete a
study. In terms of dollars and cents, Wisconsin spends very little at the state
level. The utility spends approximately $2,500 per project on supplies and
material and 3 staff salaries of about $60,000 annually. In the future, Wis-
consin's state agency will spend money on data processing and storage but no
figures have been developed.

New Jersey Department of Commerce spends approximately $75,000 annually for
promotional materials, preparation of reports and one staff salary. New Jersey
Bell pays for meetings at restaurants and some staffing, but no figures were
available from that socurce.
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Town:
5TRIAL SURVEY FORM:

_STRIAL COMPANIES ONLY Firm:
SIC Code:
NEW JERSEY 1. LOCATION AND NATURE OF YOUR BUSINESS
BUSINESS RETENTION AND EXPAKSION PROGRAM o
INTERVIEW SCHEDULE T

1. Where is your firm's corporate headquarters located? Is it:

In this Town Another State
FIRM NAME AND ADDRESS:

Another Town Overseas
in New Jersey

2. Does your firm have multiple locations?

FIRM CEO AND TITLE: No Yes

INTERVIEWER: [;:;;; many other New Jersey locations

does the firm have?

E; In which towns are those?

INTERVIEW DATE:

SIC DESCRIPTION:

SIC CODE:

ID NUMBER:

l%?B. In what year was your firm established?

TO THE INTERVIEWER:

4. 1In what year did you start doing business in_this location?
To ensure the success of this business retention effort, make sure
you explain to your respondent that:

1. This business retention and expansion program is sponsored 5. What is the nature of your business? Is it:
by the Town Administration, and involves many firms and . .
many volunteer interviewers. Manufacturing Retail Service Other (Specify):

2. The purpose of this effort is to identify the objectives of
the local business sector and to assist in achieving those.

6. Yow do you normally receive your materials or components? By:
3. Personal contact is the only reliable way to obtain the in-

formation needed to fulfill this purpose. ‘ Truck Rail Air

4, Specific identities of respondents and thelr firms will be 7. How do you normally transport your finished products? By:
kept strictly confidential by the interviewers and the Town
Administration; survey responses will be presented to the Truck Rail Alr

public only in aggregate form.




8, For each of the following factors, please indicate whether it is

having a great impact, a

moderate impact, or 1it- GREAT MODERATE LITTLE
tle impact on the current IMPACT IMPACT IMPACT
and future development of
your business.
o Foreign Competition 3 2 1
o Domestic Competition 3 2 1
o Energy Costs 3 2 1
o Materials Shortages 3 2 1
o Labor Force 3 2 1
o Antiquated Machinery 3 2 1
o Insufficient Space 3 2 1
o Transport Problems 3 2 1
o Inflation, Market Condition 3 2 1
9. 1Is your business organized as a:
Corporation Partnership Family Firm Other
II. PHYSICAL SPECIFICATIONS
1. Do you own or lease this location? Own Lease
n |
[g When does your lease ex-
pire?
(Month) .
(Year)

2. What is the property size of this location? acres

3. About how large is your building? square feet

4,

Do you utilize all the space you lease or own?

—== Yes No
Are there any future plans to utilize the vacant
space?

F‘ﬂ‘ Yes No

5.

4,

To your knowledge, is there leasable space in your building?
Yes No

Do you prefer to lease or own? Lease Own

MARKETS, CUSTOMERS AND COMPETITION

Where are most of your customers located? Are they:

Within This Town Statewide Overseas
Within This County In Other
States

Do you supply any product(s) directly to the government?
Yes No

Do you supply any products to a prime contractor who, in
turn, sells to the government?

Yes No

Where are most of your competitors located? Are they:

Within This Town Statewide Overseas
Within This County In Other
States

At the moment, which of the following is the most accurate
statement about your competitors? Are they:

a, making significant inroads into your business?
b. making no inroads now, but may in the future?
C. making no inroads now, and are no future threat?




1v,

FUTURE PLANS

Do you currently have any plans to move? No Yes

2,

‘V$

L» Where is the location to which you will move? 1Is it:

Within Town Within New Jersey

Within This County Out of State

When do you plan to move?

What 1s the primary reason for your relocation?

Have you ever considered moving in the past? No Yes

2]

L4$’Where was your intended location? Was it:

Within Town Within New Jersey

Within This County Out of State

When were you planning this move?

What was the reason you decided not to relocate?

Have you ever been contacted personally by the representative
of another state about relocating there?

Yes No

Have you ever been contacted by mail by the representative of
another state about relocating there?

Yes No
Within the next year, are you definitely
planning any or all of the following:
0 to acquire property for expansion? Yes No
o to buy/build a new building? Yes No
0 to modernize your current building? Yes No

ISR AR T e S e A

V. LABOR AND MANPOWER MATTERS

1. About how many full-time employees are on your current payroll?

2. How many full-time employees do you estimate you will have on
your payroll next year?

3. About what is your annual % of employee turnover?
4, Do you have any problems obtaining replacement employees?
No Yes

What is your major problem in this regard?

5. How do you generally obtain replacement employees?

Word-of-mouth Private Employment
Service

Newspaper Ads

State Employment

Union Hall Service

Other

€. About what % of your employees reside within Town limits?

i
i7. 1Is there public transportation available for your employees?

L

Is 1t adequate? No Yes
7
‘8. How do most of your employees get to work? By means of:
|
2 Car Car,Van Pools Bus Train Other
9. Do your employees require any ‘'special’ training? To Ses
L~ﬁ» How 1is this training usually accomplished? By:
On~the~job Training Union Programs
Other
Vocational School Trade School
|
v Vv

Place Sign in Front

Vocatlonal School




10. Has your firm ever taken advantage of any '"jobs development pro-
gran" esponsored by the county, state or federal government?

No Yag
What 18 your opinion of that progrvam?
Favorable No Opinion Unfavorable
Would you be interested in doing sol! No Yas

VI, ABSESSMENT OF GOVERNMENT SERVICES AND PROGRAMS

1. 1Is the water pressure and supply provided to your buildiung

adequate?
Yea No
2, Are you satisfied with tha sanitery sewer services provided by
the Town?
Yes Ne
Why not?

3. Hes your firm been the targat of vandalism within the laat
tvelve monthe?
No Yae

Estimate tha Damagas:

4, Hag your firm been bueglarised within the last twelve months?

No Ye8 e=t» Egtimate the Losses:

5. Have you or eny of your employees been the victim of & crime
on or near your business premises within the last twelve months?

No Yes
6. Are you satisfied with the public safety servicas offered by
the Town?
No Yes

-6 -

7. Are you having any parking problems for your employees or your
customers?

i e NGO Yes

v

{ What are they?
¥
8

Are you satisfied with the present configuration of traffic
lights, one-way streets and stop signs?

—— Yes No

What would you like to see changed?

¥

9. Have you experienced any fire damage at your premises during
the last twelve months?
No Yes

Estimate the Damages:

10. Are there pot holes in the pavement adjacent to your build-

ing?
No Yes
11. Do you experience flash flooding? Fo Yes
What would you like the Town to do about
this?
12, Are your streets cleaned regularly? No Yes

13. Are you satisfied with garbage collection services you cur-~
rently receive from the Town?
Yes No
A

What would you like to see changed?

v v

14, Have you ever had any applications before either the Planning
Board or Board of Adjustment?

———— Mo

Yes =% Were you satisfied with the outcome?

é .- Yes
o3 e e 2 i

g

Yo~ Why not?

~

:OVER> -




15. Are you satisfied with the code enforcement efforts of your o State Industrial Development Bonds? Yes No

Town?
Yes NO  wwemp Why not? o The Direct Loan Program of E.D.A.? Yes No .
i
E{/ ‘ o The Local Development Financing Fund? Yes  No ——
|
16, How would you rate the Town's economic development efforts? { o S.B.A. 503 Loans? Yes No e
Excellent Good Fair Poor No Opinion : o Urban Development Action Grants? Yes No
s
17. Have you ever obtained new employees from any of the ) o Small Cities Block Grants? Yes Ko
following institutions?
4, TFor each of the following, please tell us whether it is having
o Your Local High School? Yes No a very negative impact, a
very positive impact, or VERY NO VERY
¢  Your County Technical Institute? Yes No no discernible impact on POSITIVE  GREAT NEGATIVE
— your firm's current finan- IMPACT  IMPACT IMPACT
0 Your Vocational and Technical High School? Yes No i cial condition.
o Your County College? Yes No i o Local Property Taxes 3 2 1
i o State Corporate Income 3 2 1
VII. TECHNOLOGY AND FINANCING \ Taxes
o Energy Costs 3 2 1 i
1. Are there technological innovations that would enable you to
keep pace with or improve your competitive position or im- o Labor Costs 3 2 1 I
prove your firm's earnings, if you were able to employ them?
| o Labor Suppl 3 2 i
No Yes i T
o Transportation 3 2 1 R
What are those?
i o Interest Rates 3 2 1 s e
o Materials Costs 3 2 1 IOE—
2. How would your firm pay for the items described above, or any
new or expanded facilities you may have in mind? 5. Where do you do most of your banking?
Convent%onal Federal/State Venture In Towm In County In New Jersey Out of State s 3
Financing Programs Capital
Through Par- Cash Flow Other VIII. COMMUNITY LINKAGES
ent Company s
Specify: |
"1, Is your firm a member of the Chamber of Commerce? No Yes

"2, 1s your firm a member of any other business organizations?
3. Would you be interested in learning more from the Lew Jersey De-
partment of Commerce and Economic Development about any of the No Yes
following financing programs?

<ovm) -8 - -9 -



Of this tounty? Yes No

What can you recommend

3. Are you a resident of this town? Yes No
4. Are you a member of any local community organizations or
boards?
' Yes No
IX. OVERALL TRENDS
1. What are the key issues facing your firm for the future?
2. How would you rate this Town as a place in which to do business?
Would you call it:
Excellent Good Fair Poor
é/ &$
What can you recommend
to make it even better? to improve 1it?
3. How would you rate this County as a place in which to do busi~
ness? Would you call it:
Excellent Good Fair Poor
4. How would you rate New Jersey as a state in which to do busi-
ness? Would you call it:
Cxcellent Good Fair Poor
5.

What would ybu recommend to improve things?

THANK YOU FOR YOUR COOPERATION AND TYME IN COMPLETING THLIS INTERVIEW.

Would you like to learn more about no-cost or low-cost assist-
ance programs for helping you acquire new or better technolo-
gles for manufacturing and/or development?

No Yes
Would you like to learn more about managerial assistance pro-
grams (for exampla, for accounting, businees planning or mar-

keting problemse) that are avallsble for small businesses?

No Yas

THE

INFORMATION YOU HAVE PROVIDED WILL BE HMOST HELPFUL IN COMPLETING THE STUDY.

Note here anything your respondent mentioned as being an immediate or
Note 2lso anything the respondent mentioned as some-
thing for which he/she needs or would like more information or assist-

pressing problem.

TO THE INTERVIEWER:

ance.

- 11 -
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EXECUTIVE SUMMARY

This research paper identifies states and programs which provide property tax
abatements or exemptions by methods other than those associated with industrial
revenue bonds. Surveys indicate twenty-four (24) states offer a total of thirty-six
(36) separate options for these exemptions. Criteria used to determine the appli-
cability for an exemption includes the creation of employment and the potential
economic benefit to a community.

Approximately half of the programs identified allow for these exemptions
anywhere within the state. Other programs allow for exemptions to be granted only
in designated zones or areas such as enterprise zones and rehabilitation areas. Two
states make provisions for granting exemptions in the development of economic or
industrial development sites that are used to attract industry.

Exemptions are granted for varying lengths of time dependent on the decision of
the granting authority. The most common length is from one to ten years with the
maximum being twenty-five years in our neighboring state of Missouri. Three states
allow the option of extending the exemption past the original deadline.

Twenty-two (22) of the states allow an abatement or exemption for manufacturing
operations and thirteen (13) states provide for exemptions to commercial establish-
ments. Only two states exclude manufacturing facilities from receiving any type of
exemption identified in this study.

A majority of the states provide for a decrease in the rate of exemption as the
term of the exemption increases. Other alternatives of abatement include stabiliza-
tion of taxes and payments in lieu of taxes. Only four states offer a complete 1007
exemption from property taxes regardless of the circumstances surrounding the
location or expansion of an industry.

The majority of the exemption options are determined by local governing boards
or taxing authorities. Two states grant exemptions through their state economic
development agency and two other states require voter approval of a referendum prior
to granting property tax exemptions. In most of the cases, the exemption is not
automatic for any company who requests it, even though they meet the criteria
required to qualify for the abatement.

The following report and table describes the previously mentioned concepts in
greater detail.
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This study identifies the states which have made constitutional or statutorial
provisions for the abatement or exemption of property taxes by methods other than
those associated with industrial revenue bonds. In addition, the paper describes
the types of companies or facilities which are eligible for property tax exemptions
as well as details about the exemptions, themselves. Individual cases are
highlighted when they vary from the norm exhibited by the majority of examples.

The common justification for providing property tax abatements or exemptions is
to encourage the development of new industry in the state as well as enhance the
expansion of existing industry. Criteria which are used to determine the
appropriateness of granting exemptions include:

1) creation of employment

2) effect of exemption on the tax base

3) consistent with the taxing policy of the governing body
4y area of proposed location or expansion

5) history of the requesting company

Each of the states is identified in a table which summarizes the scope of work
for this report. Concepts associated with the table are described in the following
narrative.

What states provide an exemption or abatement from property taxes?

Research of national development organization studies and telephone inquiries
have identified twenty-four states which provide an abatement or exemption of
property taxes. These abatements are exclusive of those which are associated with
industrial revenue bonds. Within these states, thirty-six separate types or
programs, for abatement are listed. The table lists each state and the separate
abatement programs.

A majority of the states (17) are located east of the Mississippi River. State
development agency sources indicate the concept was began in the southern states and
gradually spread northward. Missouri and Iowa are the only neighboring states to
Kansas which have this type of program.

Are specific areas of a state designated for this exemption?

Sixteen of the programs identified allowed for the abatement or exemption of
property tax on a statewide level. This exemption is almost always at the
discretion of city or county authorities and provides a necessary check to allow for
protection of the tax base. The remainder of the twenty-four states grant
exemptions or abatements in special zones or under certain circumstances. These
types of zones include enterprise zones, industrial development districts, plant
rehabilitation districts, urban redevelopment districts, and historical districts.
Three states (Connecticut, Maryland, and Missouri) indicated exemptions which
applied only to facilities locating in enterprise zones. These zones are not
numerous in any of the three states so the exemption is not widely available.
Connecticut limits the number of enterprise zones to six, three in municipalities
over 80,000 population and three under 80,000. Maryland currently has eleven
enterprise zones and Missouri limits by statute the number of zones to twenty eight.

Connecticut, Missouri, and Pennsylvania made specific provisions for property
tax abatement in areas designated as distressed, blighted or deteriorating. These



vypes of areas are generally defined as zones with characteristics of obsolescence,
inadequate or outmoded design, physical deterioration or contributing to the
economic or social liability of the city or county.

In a similar type of designation, eight programs specifically exempt facilities
who locate or expand in economic or urban revitalization zones. The zones are
usually targeted because they have led to a decline in employment and tax revenues.
Many times the buildings in these areas display the same characteristics as those in
blighted areas.

Massachusetts and Mississippi have designated economic or industrial
development sites to be exempt from property taxes. This abatement allows
industrial development organizations to develop sites necessary to attract industry
and not be taxed during this period.

How long of an exemption is granted?

Length of exemption varies in most cases according to the decision of the
exempting body. The most common length is from one to ten years although one state
will allow exemptions up to twenty-five years for redevelopment corporations. At
least three states also allow the option of extending the exemption past the
original deadline. In many of the cases, the level of exemption declines as the
term of exemption increases. This will be discussed in a further section of the
report.

Louisiana, Maryland, Minnesota, Mississippi, and North Dakota have programs
which do not specify a length of exemption. These programs are associated with
development of industrial sites and renovation of facilities. Usually, the
abatement lasts until the building is completed or occupied. This allows the
development entity to concentrate on construction and saves the taxing provision
until a revenue-producing company takes possession of the facility.

What kinds of companies are allowed this exemption?

Most of the states (22) indicated that manufacturing companies are allowed a
property tax abatement or exemption depending upon which type of program is
utilized. Most of the states described manufacturing as any operation which
assembles, fabricates, manufactures, mixes or processes a product. Mississippi is
so specific in it's definition that a complete list of applicable facilities is
contained in their state statutes. Alabama is very similar, however the statute
contains a provision which allows for the manufacture of any trade or commercial
article. Only two of the states studied excluded manufacturing from this exemption
and that was because the type of exemption given was for property development
organizations.

Thirteen states included commercial establishments in their exemption programs.
In some cases, a separate tax exemption provision was enacted and in others, they
are applicable under the same criteria and conditions as the manufacturing plants.

Michigan and North Dakota made specific statutory provisions for warehouse and
distribution facilities to be included in property tax exemptions. Interviews
with several other states indicated that these types of facilities could be included
at the discretion of the local taxing authority.



~nat level of exemption is allowed?

There is a large variance in the level or amount of exemption which is allowed
by the twenty-four states. Only four states offer a complete 1007 exemption from
property taxes regardless of the circumstances with a particular industry. Several
states offer a 1007 exemption excluding the school district portion of the property
tax assessment. Others exclude either the city portion or the county portion in
conjunction with the school district share. Louisiana offers a 1007 exemption of
special service district taxes for as long as the company will provide for their own
utilities, road maintenance, and police and fire protection. Illinois allows a 1007
exemption of taxes but limits the total amount of abatement during the term of
exemption to less than one million dollars.

A majority of the states provide for a variable percent of reduction in taxes
on the increased value of the improvements to land. This, in effect, means the
company must still pay full tax on the value of the land, but can gradually start
shouldering the tax responsibility on improvements made to the facility.

Another pcpular concept is to decrease the rate of exemption as the term of
exemption increases. Some states begin with a 1007 exemption and decrease to 0%
while others start at 807 or 507Z and decrease to 07Z. This is most important to new
companies which may not have a strong capital base during their initial start-up of
operations.

Stabilization of taxes is another method of providing abatement to companies.
Rhode Island and Vermont allow for tax rates to be stabilized over a negotiated
timeframe. Vermont uses four methods to set a stabilized rate:

1) Fix and maintain the value of real and personal property,

2) Fix and maintain the tax rate,

3) Fix and maintain the actual amount of taxes,

4) Fix the tax applicable to such property at a percentage of the annual tax.
The net result of this option is to guarantee a fixed tax payment while other
companies will have to deal with the potential rise in tax assessments over a period
of time.

Another concept employed by the state of New Jersey is an annual payment in
lieu of taxes. There are three methods that may be used by a company to compute
this payment:

1) 27 of the cost of the project,

2) 157 of the annual gross revenues of the project,

3) A phase-in of the tax

Ist year: 07
2nd year: 207
3rd year: 407
4th year: 607
5th year: 807

6th year on: 100%
The first method has the same effect as stabilizing a tax rate in that it guarantees
an identical payment for five years. The second method allows for the payment of
taxes to be matched with the economic well-being of the company. The third method
would be most appropriate for young companies with minimum base capital to start
operations. Any method of payment must be determined by a written agreement between
the governing body and the requesting company. No combination of methods may be
used to determine the payment in lieu of taxes.



wno makes the decision to grant exemptions?

A majority (28) of the exemption options are determined by the local city or
county governing board or taxing authority. Requests for these exemptions must be
presented to the local governing body and appropriate public hearings and comment
periods established. In many cases, a written contract or agreement is drawn
between the local body and the requesting company.

Connecticut and Louisiana offer exemptions which must be approved by the state
economic development agency. Rules and regulations for the granting of exemptions
are established by the state agency. In Louisiana, the exemption can be granted
only if the agency and the Governor determine such an exemption is in the best
interest of the state. Examples of rules and regulations that must be adhered to
include the use of in-state contractors, laborers, suppliers and manufacturers when
establishing or expanding a facility.

Florida and Vermont provide exemptions only after local voters have approved
referendums to authorize the granting in individual cases. Florida only allows
referendums for this purpose to be called once in any 12 month period per locality.

Massachusetts has established specific statutes which mandate the granting of
property tax exemptions for economic development corporations. As long as the
company can meet the requirements of that statute, the exemption is automatically
granted. The state agency responsible for taxation monitors the use of this
exemption.

The granting of an exemption from property taxes is not automatic in most of
the cases identified. Only four states (Massachusetts, Missouri, New York and
Texas) have programs which require that an exemption or abatement be given if the
company meets necessary criteria and requests the exemption. The remainder of the
states rely on local discretion and review for the granting of these exemptions.

The following table on Property Tax Abatement or Exemption Programs highlights
the discussion of the previous sections.



Types of Companies

TABLE,

Areas

PROPERTY TAX ABRATEREN]

Length of

AND FXEMPTION PROGRAMS

Exemption

State Fligihle for Exemption Flisible for Exemption Fxemption Level of Exemption Decision Authority
Alabama Manufacturing Statewide 0-10 years 100% of taxes, except school County or City
district share
Connecticut Manufacturing Distressed urban areas 5 years 807 State Department of
Economic Development
Manufacturing Enterprise Zones 5 years 807 State Department of
Economic Development
Florida Business Statwide 0-10 years 1007 of taxes, except school Local voter approval
district share
Illinois Commercial or Industrial Statewide 0-10 years 1007 of taxes; total abatement Local taxing authority
not to exceed $1 million
Indiana Manufacturing Economic Revitalization 3-6-10 years (1) For deductions allowed over Town Council or Commission
Area a three year period,
YEAR OF
DEDUCTION PERCENTAGE
Ist 1007
2nd 667
3rd 337%
(2) For deductions allowed over
a six year period.
YEAR OF
DEDUCTION PERCENTAGE
1st 1007
2nd 85%
3rd 667
4th 507
5th 347
6th 177
(3) For deductions allowed over
a ten year period.
YEAR OF
DEDUCTION PERCENTAGE
lst 1007
2nd 95%
3rd 807
4th 657
5th 50%
6th 407
7th ) 30%
8th 207
9th 107
10th ' 5%
Towa

Commercial & Manufactur-~
ing

All types of development

Statwide

Urban Revitalization
Areas

5 years

3 yvears or
10 years

Exemption applies only to value
added:

lst year 75%

2nd vear 607

3rd year 457

4th year 307

S5th year 15%

100% of value added for 3 years;

or partial exemption oveyr 10 yrs.

declining from 807 in lst year
to 207 in 9th and 10th vears.

Cities or Counties

City Councils



State

Types of Companies
Eligible for Exemption

Areas
Eligii,le for Exemption

Length of
Exemption

Level of Exemption

Exemption
Decision Authority

Louisiana

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Industrial

Manufacturing

All types of property
Trade or Business
Economic Development
Corporations

Manufacturing, Research

and Development, Ware-
housing and Distribution

Commercial

Property Developers

Manufacturing or Business

Privately-owned Struc-
tures

Non-Profit Associations,
corporations or indus-
trial foundations

Urban Redevelopment Corp-
orations

Revenue-producing Enter-
prise

Special Industrial Areas

Statewide

Historical Realty

Enterprise Zones

Realty owned by Economic
Development Corporations
Plant Rehabilitation Dis~

tricts or Industrial
Development Districts

Commecial Redevelopment
Districts

Industrial Development
Districts or Redevelop-
ment Projects

Statewide

Central Business Districts

Industrial Development
Sites

Blighted Areas

Enterprise Zones

IndefiniCe2

5 years + 5
renewval

vear

Length of Re~-
storation
5 years

7 years

0-12 years

0-12 years

Until building
is 507 completed

0-10 years

0-7 years

Until building
is erected on
property

25 years

10~25 years

100% of special service district
taxes.

100% of taxes on buildings,
equipment, machinery and im-
provements to land.

107 of restoration costs

807 3f taxes on eligible assess-
ment” .

1007

1007 on value of improvements for
restoration of existing plant;
507 on value of improvements for
expansion of existing plant or a
new plant.

100% of value of improvements
for restoration of obsolete
facilities; 507 on value of con-
struction for new or replacement
construction.

1007

100% of municipal and county
taxes, but not school district
tax.

100Z of municipal taxes (may
apply to county taxes also), but

1007

Valued at unimproved value for
first 10 years and taxed at 507%
of assessed value of land im-
provements for last 15 years.

507 abatement of taxes resulting
from development for 10 years;
option to abate 1C0Z of addition-
al taxes for up to 25 years.

Parish Roards

State Board of Commerce &
Industry

Counties and Municipalities

Local Governments

State Statute

Local Government and State

Tax Commission

Local Govermment

Local Government

County Boards of Supervisors
and Municipal Authorities

Municipal Authorities and
County Boards of Supervisors

Cities and Counties

City Council

Local Governments



State

Types of Companies
Eligible for Fxemption

Areas
Yligible for Fxemption

Length of
Exemption

Exemption

Level of Exemption Decision Authority

Montana

New Jersey

New York

Nerth Dakota

Manufacturing

Remodeled Structures

Commercial and Manu-
facturing

Industrial & Commercial

Commercial & Industrial

Manufacturing, Warehous-
ing and Distribution

Local Development Corpor-
ations or Realtors

Statewide

Statewide

Urban Aid Cities

New York City

State QOutside New York
City

Statewide

Statewide

5-10 vears

4 years

5 years

5-10-20 years

10 vears

Until building
is occupied

507 exemption cn improvements
for the first 5 years, then:
6th year 407
7th year 30%
8th year 207
9th vear 10%
10th year 07

Local Governing Bodies

st year 807

2nd year 607

3rd year 407

4th year 207%
Exemption applies to increased
valuation due to remodeling.

Local Governing Bodies

Annual payment in lieu of prop-
erty taxes computed by one of
the following formulas:
A) 27 of the cost of the project
B) 157 of the annual gross reve-

nues of the project
C) A phase-in of the tax -

1st year 07

2nd year 207

3rd year 407

4th year 607

5th year 80Z

Municipalities

For new or reconstructed indus-
trial facilities, or for rebuilt
commercial facilities designated
as specially needed, the exemp-
tionis 957 the first year and
declines by 5% in each of the suc-
ceeding 19 years. Exemption for
new commercial facilities design-
ated as specially needed is 507 of
any increase in value and declines
by 57 in each of the succeeding

9 years. Exemption for new com-
mercial facilities not designated
as specially needed is 507 the
first year and declines by 107 in
each of the succeeding 4 years.

City Tax Commission

If cost is more than $10,000,
exemption 1s 507 of any increase
in value for the first vear and
declines by 57 in each of the
succeeding 9 years.

Local Taxing Authorities

1007 of increased value State Board of Equalization

and cities or counties

Full or partial exemption on
new buildings, structures or im-
provements,

Municipalities



State

Types of Companies
Eligible for Exemption

Aveas

Eligible for TIxemption

Length of
Exemption

Level of Exemption

E

Decinion Autnor

xemption

Ohio

Pennsyvlvania

Rhode Island

South
Carolina

South Dakota

Texas

Vermont

Commercial & Industrial

Commercial & Industry

Commercial & Manufacturing

Manufacturing

Commercial & Industrial

Industrial

Manufacturing

Commercial & Industrial

Community Reinvestment
Areas

Deteriorating Areas

Statewide

Statewide

Statewide

Reinvestment Zones

Statewide

Statewide

New construc—
tion is 15
years and re-
modeled struc-
tures (over
$5,000):8 12..
0-10 years

0~10 vears

5 years

5 years

0-15 years

0-10 years

0-10 years

1007 of taxes on anv increase
valuation resulting from new
construction or remodeled struc—
tures.

1007 of assessed value of im-
provements

100% of tax may be exempted or
a stabilized rate of tax may be
improved.

1007 of county tax for facilities
with capital expenditures of

$50,000 or more (new or expanded).

Exemption does not apply to
municipal or school taxes.

Exemption is 757 for the first
year, 507 for the second, and
257 for the third through fifth
years. Applicable to new struc-
tures or additions to existing
structures valued at more than
$30,000 and renovated structures
to which $10,000 or more in
value is added.

Up to 1007 of tax

100% of investment in excess of
$1,000

For new or expanding operations,

an agreement to stabilize tax

rates may be used. Allowable

methods are:

A) Fix and maintain value of
real and personal property

B) Fix and maintain tax rate

C) Fix and maintain actual
amount of taxes

D) Fix the rate applicable to
such property at a percen-
tage of the annual tax.

Municipalities rporations

and counties

Local Taxing Authorities

Town Councils if voters have
given prior authority to
to the council

County Taxing Authorities

County Boards of Tax Commis-
sioners

All taxing authorities with
jurisdiction inside the zone

Town Voters

Town Voters
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Generally defined as any company who assembles, fabricates, manufactures,

processes a product.

-

Defined as the timeframe in which an industry provides its own utilities, roac
maintenance, police and fire protection, and other services.

The eligible assessment is the difference between the base year assessment
(taxable assessment on the property in the taxable year immediately preceding
enterprise zone designation) and the actual assessment as determined by the
Department of Assessments and Taxation for the applicable tax year in which the

tax credit is provided.
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EXECUTIVE SUMMARY

The Corporation for Innovation Development is a privately cwned venture
capital investment corporation established by the State of Indiana. Its purpose
is to encourage research and development activities, capital investment, and the
establishment or expansion of business and industry. CID is governed by a
seven-member board of directors; three are appointed by the Lieutenant
Governor, and the remainder are selected by the private investors in the
Corporation.

The capital for the fund is provided by private companies that have major
interests in the state: banks, utilities, insurance companies, and industrial
corporations. The fund currently has $10 million of capital. Investors are
eligible for an income tax credit equal to 307 of the amount cf capital
contributed within a tax year. CID is exempt from state general tax levies, but
is required to contribute at least 57 of its net income to state university
research.

The enabling legislation restricts CID to making investments in companies
doing business primarily in Indiana. The Corporation is interested in firms
operating in technology-oriented growth industries, or other companies with
special research skills, proprietary products, or market niches. So far, it has
invested a total of $5 million in 10 companies. These companies vary greatly in
terms of size, stage of development, level of technology, and industry maturity.

Because of the long term nature of its investments, CID seeks to maintain a
partner-like relationship with the companies it finances. It does not want
control, but it expects open lines of communication with management. Where
appropriate, it will provide advisory support.



1. What is the Nature and Purpose of the Corporation for Innovation

Development?

The Corporation for Innovation Development is a privately owned venture
capital investment ccrporation established by the State of Indiana in 1982. The
purpose of the Corporation is to encourage capital investment in the state of
Indiana, the establishment or expansion of business and industry, provide
additional job opportunities within the state, and encourage research and
development activities within the state.

2. Are There Other States That Have an Entity Like the CID7?

No other state has replicated this entity exactly. However, Maine has an
organization - The Maine Capital Corporation - which has a similar structure.
The primary difference is that Maine's is not particularly oriented to
technology based firms or industries. Also, it does not have to contribute part
of its net income to university research as does Indiana'a CID.

3. What is the Organizational Structure of CID?

CID is governed by a seven-member board of directors. Three members are
appointed by the Lieutenant Governor, and the others are chosen by the private
investors. (The Lieutenant Governor is in charge of Indiana's economic
development program.) The staff consists of three high level professionals,
plus clerical support. It is based in Indianapolis and serves the whole state.
The enabling legislation provides for the establishment of only one such
corporation.

4. What is the Source of its Funding?

The funds, other than some minor costs associated with setting up the
organization, were raised from private sources. The Lieutenant Governor was
active in getting private corporations to invest capital in CID during the
initial stage. The investors include banks, insurance companies, utilities, and
other companies that have major stakes in the Indiana economy. The private
investors are motivated by the prospect of long term capital appreciation, as
well as a desire to improve the economic climate of Indiana. Investment credits
are also a factor. The initial required capitalization was $2 million; CID now
has $10 million of capital. : ‘

5. What Kind of Tax Incentive is Offered to Investors?

Private investors obtain a tax credit equal to 307 of the amount of
capital contributed within a tax year. If the credit exceeds the taxpayer's
state tax liability in a particular year, the unused portion may be utilized in
succeeding years until the end of 1986. The investment must be maintained for a
minimum of five years, or the tax credit will be disallowed. The legislation
also establishes a ceiling of $5 million in credits taken by all taxpayers in
all years.

The Corporation itself is exempt from all state tax levies except for
employment taxes. It is liable for county and municipal taxes. Also, CID must
contribute at least 5% of its net income (as determined for Federal income tax
purposes) to the state universities for research that would enhance the business
and industry of the state. The allocation of funds among the universities will
be determined by the commission for higher education.

-1 -



6. What are the Investment Guidelines?

The enabling legislation allows the Corporation to provide financing to
entities doing business primarily in Indiana to be used solely for the purpose
of enhancing the productive capacity of an entity, or the ability of an entity
to do business in Indiana. The financing may include any combination of equity
investments, loans, guarantees, and commitments. In practice, the typical
investment ranges between $250,000 and $500,000.

In addition to the general guidelines contained in the legislation, the
Board of Directors have set more specific criteria for investment decisions.
CID is most interested in companies operating in technology oriented growth
industries. However, it will consider established firms in low growth or
cyclical industries if they possess special research skills, proprietary
products, or dominance in particular market segments. In all cases there must
be a strong management team in place, or one to be assembled in connection with

the financial package.

CID is also seeking to diversify its investments with respect to the
developmental stage of its portfolio companies. Accordingly, it is investing in
the following types:

1. Emerging growth companies which need capital to commercialize an
already developed product or process

2. Later stage growth companies which need additional capital to expand

3. Mature businesses which need an infusion of capital in order to make

an ownership change or to develop new products.

7. What Kind of Process is Used to Analyze Investment Proposals?

In order to receive serious consideration, a company must submit a complete
business plan to CID. The business plan must include the following elements:
a summary of the company's history and future plans, description of its products
and strategy, profile of the industry and competition, description of the
management team and the organizational structure, past financial results and
future projections, and the use of the proposed financing. The staff reviews
the plan and conducts on-site visits if necessary. The review process takes
from 3-10 weeks.

The form of investment, and specific terms are determined through
negotiations.

8. What Kind of Relationship Exists Between CID and its Portfolio Companies?

Because of the long term nature of its investments, CID seeks to maintain a
partner-like relationship with the companies that it finances. It expects open
lines of communication with the management in addition to periodic financial and
operating reports. In some cases, it may want representation on the Board of
"Directors. However, it does not want control of the company, nor does it want
to participate in operational decisions. The staff and Board of CID serve as a
sounding board for the management. This advisory role could take the form of
helping revise strategies, helping to obtain additional capital, providing
information on particular issues, monitoring ongoing results to spot potential
problems or opportunities.



9. How Successful is CID?

CID became fully operational in the middle of 1983. It has raised $10
million of capital, and has invested a total of $5 million in 10 companies.
These companies vary greatly in terms of size, stage of development, level of
technology, and industry maturity. Since these investments are intended to
remain in place for 5-7 years, it is too early to make a definitive judgement
about them. One positive sign is the fact that there have been no write offs,
or serious problems with any of the deals thus far. Because the fund is
privately owned, it does not release specific financial details to the public;
nor does it track job creation or retention resulting from its investments.

10. Has the Kansas Legislature Considered Establishing an Entity Like CID?

In 1982, Senators Morris, Montgomery, Thiessen, . and Vidricksen introduced
Senate Bill No. 712 which would have authorized the creation of a corporation
for innovation development and provided tax credits for qualified investments.
The bill was patterned on the Indiana model with the only difference being that
the Governor was empowered to form the corporation and appoint the first three
board members; Indiana's legislation gave this authority to the Lieutenant
Governor. The bill died in committee. Apparently, it would be unconstitutional
under the internal improvements prohibition.
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Sec,

Purposes of chapter

Definitions .

Purchase of qualified investment in
qualified entity; entitlement years

Amount of credit; determination steps

Carryover of excess credit

Total amount of credits allowed; limi-
tation

Corporation for Innovation Develop-
ment; incorporaticn; purpose; di-
rectors; authority; transaction of
business; contribution to state univ-
ersitics; name

Purposcs of chapter
The purposes of this chapter are:
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(1) to encourage capital investment in Indiana; T
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(3) to provide additional jobs within Indiana; and '
(4) to encourage research and development activities within Indiana,
As added by P.L.51-198), SEC.1.

1534 Enactment, P.L. S1-1984, Scc. 1, emerg,
cff. Jan. 1, 1934, added this article.

ccticn 5(e) of P.L. 511984 provided that Section
! of this act affects taxable years that begin after
Dec. 31, 1983.

45

State corporation; " duties and powers
of lieutenant governor

State corporation; tax exemption

Tax exemption; income received by
reason of ownership of qualified in-
vestment - o .

Exempt taxpayer : . - ..

Redemption of qualified investment by
qualified entity; = disallowance of
credit ’ :

Order of application of credit
Claiming of credit; filing of form with
annual state tay return '

Forms; contents; filing; copics

Exemptions of 6-3,1-5-9, 6~3.1-5-10

. and 6-3.|-~5-H;‘m9diﬁcatior_1 -

For provisions relating to carry back or carry
forward of credits earned before Jan. 1, 1984, see
note under section 6-3.1-1-1,

[
<



3. 151 TAXATION
Formerly: Library References
IC 6-3-3.4-1. Taxation & 1047

C.J.S. Taxation § 1068,

6-3.1-5-2 Definitions
Sec. 2. As used in this chapter:

“New partnership interest” means either a general or a limited partnership interest in a

limited partnership if the interest is acquired by the taxpayer from the limited partner-
ship. - .

“New stock” means a share or shares of stock of a corporation if the stock, when
purchased by the taxpayer, is authorized but unissued. '

“Qualified entity” means the state corporation, and any other corporation or limited
partnership in which the state corporation purchases, before January 1, 1984, new steck
or a new partnership interest under section 7(d) of this chapter.

“Qualified investment” means new stock or a new partnership interest in a qualified
entity, which stock or interest is purchased by the taxpayer solely for cash.

“State corporation” means the corporation organized under sections 7 and 8 of this
chapter.
“State tax liability” means a taxpayer's total tax liability that is incurred under:
(1) IC 6-2.1 (the gross income tax); .
(2) 1C 6-3-1 through IC 6-3-7 (the adjusted gross income tax);
(3) 1C 6-3-8 (the supplemental net income tax);
. (4) IC 6-5-10 (the bank tax);
(5) IC 6-5.1 (the intangibles tax); .
(6) 1C 6-5-11 (the savings and loan association tax); and
(1) 1C 27-1-18-2 (the insurance premiums tax); .
as computed after the application of the credits that, under IC 6~3.1~1-2, are to be applied
before the credit provided by this chapter.

“Taxpayer” means any person, corporation, partnership, or other entity that has any
state tax liability. As added by P.L.51-1984, SEC.1.

Formerly: .
IC 6-3-3.4-2.
P.L.23-1983, SEC.6.

Library Refcrences
Taxation €&=1047.
C.J.8. Taxation § 1093,

6-3.1-5-3 Purchase of qualified investment in qualified entity: entitlement years

Sec. 3. Subject to section 6 of this chapter, a taxpayer is entitled to a credit against
any state tax liability which may be imposed on the taxpayer for a particular taxable year
that begins after December 81, 1981, if the taxpayer purchases a qualified investment in a
qualified entity. However, a taxpayer may only receive a credit for qualified investments
purchased during calendar years 1981, 19582, and 1983, As added by P.L.51-1984, SEC.1.

Forme;'ly:
IC 6-3-3.4-3,

Library Refercnces
Taxation S21047.
C.J.S. Taxation § 1098,

6—3.1—5—4‘ Amount of credit; determination steps

Sec 4. Subject to section 6 of this chapter, the amount of the credit that a taxpayer
ay receive under this chapter for a particular taxable year is cqual to the lesser of the
iXpayer's state tax liahility for that taxable year, or the amotnt determined in STED
CHREE of the following stups:

TAXATION 6-3.1-5-7

STEP ONE: Add the consideration pzaid for all qualified investments the taxpayer
purchased during that taxable year.

STEP TWO: XMultiply the amount determined in STEP ONE by three-tenths (0.3).
STEP THREE: Add the product determined in STEP TWO to the credit carryover, if -
any, to which the taxpayer is entitled for the taxable year under section 5 of this
chapter.

As added by P.L.51-1984, SEC.1.

Library References
Taxation €21047.
C.1.S. Taxation § 1098.

Formerly:
IC 6-3-3.4-4,

6-3.1-5-5 Carryover of cxcess credit

Sec. 5. (a) If the amount determined under STEPS ONE through THREE of section 4
of this chapter for a particular taxpayer and a particular taxable year exceeds the
taxpayer's state tax liability for that taxable year, then the taxpayer may carry the excess
over to the immediately succeeding taxable years. However, the credit carryover may
not be used for any taxable year that begins on or after January 1, 1987. The amount of
the credit carryover from a taxable year shall be reduced to the extent that the carryover

is used by the taxpayer to obtain a credit under this chapter for any subsequent taxable
year. :

(b) A credit based on a qualified investment purchased duﬁ'ng 1981 shall be a credit

carryover to taxable years that begin after December 31, 1981. As added by P.L.51-
1984, SEC.1. .

Formerly:
IC 6-3-3.4-5.

Library References
. Taxation <1047,
C.J.S. Taxation § 1098,

6-3.1-5-6 Total amount of credits allowed; limitation

Sec. 6. (a) The total amount of credits allowed under this chapter may not exceed in
the aggregate five million dollars ($5,000,000) for all taxpayers and all taxable years.

(b) The aggregate amount of consideration paid by all taxpayers for qualified invest-
ments in a particular qualified entity, other than the state corporation, which may be used
by all those taxpayers as a basis for credits under this chapter, may not exceed an amount
equal to five (5) times the amount of consideration paid by the state corporation for new
stock or a new partnership interest in the qualified entity. :

{c) The state corporation shall administer the provisions of this section and shall issue
the forms required by section 15 of this chapter only to the extent consistent with the
limits in this section. . .

(d) If aggregate consideration paid for qualified investments which would otherwise
qualify for the credit provided by this chapter exceeds the limits imposed by this section,
the credit shall be allowed to taxpayers in the order of the time of the purchase of the
qualified investments. As added by P.L.51-1984, SEC.1.

Formerly:
IC 6-3-14-6.

Library References
Taxation 1047,
C.JS. Taxation § 1093,

6-3.1-5-7 Corporation for Innovation Development; incorporation: purpose; di-
rectors; authority; transaction of business; contribution to state univer-
sities; name

”

See. 7. (a) To curry out the purposes of this chapter, the state corporation sh;:‘;lﬁ!)c
formed undee 10 202171 O rourh 16 23-1-12 (the Lete ng seeper ! earpaoe o5 acth, Tl



~3.1-5-7

TAXATION

articles of incorporation of the state corporation shall comply with the provisions set forth
in subsections (b) through (i).

(b) The purpose of the state corporation shall be solely to raise funds which shall be
used to make investments in qualified entities described in subsection (d) and to:
(1) provide financing to Indiara business firms described in subsection (e) in a
manner that will encourage capital investment in Indiana;
(2) encourage the establishment or expansion of business and industry in Indiana;
(3) provide additional jobs within Indiana; and
(4) encourage research and development activities.

(c) The directors need not be shareholders in the state corporation, and there shall be
not less than three (3) nor more than seven (7) directors, three (3) of whom shall be
persons who have been nominated to be directors by the lieutenant governor.

(d) The state corporation may purchase new stock in a corporation crganized under IC
23~1-1 through IC 23-1-12 (the Indiana general corporation act) or may purchase a new
partnership interest in a limited partnership that has its principal office located in Indiana
if the corporation or partnership: R i . - _
(1) has received a license or a statement of intent to license as a small business
investment company from the Small Business Administration of the United States
under the Small Business Investment Act of 1958, as amended;! and

"(2) is organized and operated solely for the purpose of performing the functions and
conducting the activities contemplated by the Small Business Investment Act of 1958,

- asamended. - . ' S Lo :
"(e) The state corporation may provide financing to entities doing business primarily in
Indiana, including but not limited to minority businesses, corporations and partnerships,
to be used solely for the purpose of enhancing the production capacity of the entity or the
ability of the entity to do business in Indiana. The financing may include ary combina-

tion of equity investments, loans, guarantees, and commitments for financing, and the
amount of financing is unlimited. .

() The state corporation may borrow from the industrial development fund created by
IC 4-4-8-2. ) ’ : C

(g) No business shall be transacted or indebtedness incurred, except such as shall be
incidental to' the state corporation’s organization or to obtaining subscriptions to or
payment for its shares, until consideration for such shares equal to at least two million

dollars (32,000,000) shall have been paid in, which amount paid in shall be the initial stated
capital of the state corporation.

(h) Not less than five percent (55) of the net income of the state corporation for federal
income tax purposes shall be contributed to state universities to be used by the universi-
ties for research for the purpose of developing business and industry in the state of
Indiana. The allocation of funds among the universities shall be directed by the
commission for higher education, which shall determine the universities and the amounts

in its discretion.

(i) The name of the state corporation shall be “Corporztion for Innovation Develop-
ment”. As added by P.L.51-1954, SEC.1.

1. 15 US.C A § 661 et seq.
Formerly:

IC 6-3-3.4-7.

P.1.23-1983, SEC.15.

Library Refcrences
Taxation S=21047.
C.JS. Taxation § 1058

6-3.1-3-8 State corporation; duties and powers of licutenant governor

Sec. 8. (2) The licutenant gevernor shall cause the stute eorporation to be furmed, and
e shall desigmate the incorperatirs and the first three (3) members of the firet board of
directors, no mere than fw 009 28 witek mvye Lo s bers it T B

TN R

TAXATION 6-3.1~5-12

(b) The licutenant governor may expend such funds as he deems appropriate for the
purpose of organizing the state corporation and marketing the securities thereof. As
edded by P.L.51-1985, SEC.1.

Formerly:
1C 6-3-3.4-8.

Library Refcrences
Taxation &1047.
C.J.S. Taxation § 1093.

6-3.1-5~9 State corporation; tax exemption

Sec. 9. The state corporation is exempt from any and all state tax levies including, but
not limited to, the gross income tax (IC 6-2.1), state gross retail tax (IC 6-2.5), use tax (IC
6-2.5-3), adjusted gross income tax (IC 6-3-1 through IC 6-3-7), supplemental net income
tax (IC 6-3-8), and intangibles tax (IC 6-5.1). However, the state corporation is not
exempt from employment taxes or any taxes imposed by a county or by a municipal
corporation. As added by P.L.51-1984, SEC.1. -

Formerly:
1C 6-3-3.4-9,

tibmry References
Taxation ¢&=1047.
C.J.S. Taxation § 1098.

6-3.1~5~10 Tax exemption;
investment

See, 10. (a) Except as provided in subsection (b), income that is received by a taxpayer
by reason of ownership of a qualified investment is exempt from gross income tax (IC

6-2.1), adjusted gross income tax (IC 6-3-1 through IC 6-3-7), and supplemental net
income tax (IC 6-3-8). S . . . \

(b) The exemption provided under subsection (a) shall not apply to any income realized

by reason of the sale or other disposition of the qualified investment. As added by
P.L.51-1984, SEC.1. - .

income received by reason of ownership of qualified

Formerly:
1C 6-3-3.4-10.

Library References
Taxation €=1047.
C.1.S. Taxation § 1098.

6-3.1-3-11 Exempt taxpayer

Sec. 11. Any taxpayer is exempt from any tax to the extent that the tax is based on or
measured by a qualified investment, including, but not limited to, any tax which might
otherwise be imposed with respect to the qualified investment under the intangibles tax

{IC 6-5.1), the bank tax (IC 6-5-10), and the savings and loan association tax (IC 6~5-11).
As added by P.L.51-1984, SEC.1.

Formerly:
1C 6-3-3.4-11.
P.L.88~1933, SEC.7.

Library Refercnces
Taxation &=1047.
C.J.S. Taxation § 1098.

6-3.1-5-12  Redemption of qualified investment by qualified entity; disallowance of

credit

- See. 12, (a) If a qualified investment which is the basis for a eredit under this chapter
s redeemed by the qualified entity within five (5) years of the date it is purchased, the
ereil’s provided by this chapter for the qualified investment ghall be disallowed, and any

-eredit previously elaimed and allowed with respect to the qualificd investment so re-

deemned shull be paid to the department of revenue with the uppropriste return of the
Covover e e nerind B whieh the pedemptio n sseneeodd



6-3.1-5-12 TAXATION ¢

(b) When payments are made to the department under this section, the amount
collected shal} be handled in exactly the same manner as if no credit had been allowed.
As added by P.L.51-198%, SEC. 1.

RN

Formerly:
IC 6-3-3.4-12.

Library References
Taxation ¢1047.
C.J.S. Taxzlicn § 1093,

6-3.1-5-13 Order of application of credit .. -

. Sec. 13. (a) A credit to which a taxpayer is entitled under this chapter shall be applied
against taxes owed by the taxpayer in the following order: .
(1) First, against the taxpayer’s gross income tax liability (IC 6-2.1) for the taxable !
year, - ..o -7 Co ) : .
(2) Second, against the taxpayer'’s adjusted gross income tax liability (IC 6-3-1
through IC 6-3-7) for the taxable year. - E
(3) Third, against the taxpayer's supplemental net income tax liability (IC 6-3-8) for
the taxable year. o o -
(4) Fourth, against the taxpayer's intangibles tax liability (1C 6~5.1) for the toxable ,
year.
(5) Fifth, against the taxpayer’s bank tax Liability (IC 6-5-10) or savings and loan .
association tax lability (IC 6-5-11) for the taxable year, .
(6) Sixth, against the taxpayer's insurance premiums tax liability (IC 27-1~18-2) for |
. the taxable year. . : L L » R
(b) Whenever the tax paid by the taxpayer under any of the tax provisions listed in
subsection (a) is a credit against the liability or a deduction in determining the tax base :
under another Indiana tax provision, the credit or deduction shall be computed without -
regard to the eredit to which a taxpayer is entitled under this chapter. As added by

P.L51-198;, SEC.1. :

- : ;

Formerly: Librery Refercnces :
IC 6-3-3.4-13. Taxaticn €=1047. N
P.L.88-1983, SEC.8. . C.J.S. Taxation § 1098, K

»

" 6-3.1-5-14 Claiming of credit; filing of form with annual state tax return ’

Sec. 14, To receive the credit provided by this chapter, a taxpayer must:

(1) claim the credit on the taxpayer's annual state tax return or returns in the :
manner prescribed by the department of state revenue; and o
{2) file with the department and with the taxpayer's annual state tax return or
returns a copy of the form issued by the state corporation as to the qualified
investment by the taxpayer, which shall include an undertaking by the taxpayer to
report to the department of revenue any redemption of the qualified investinent, if
the redemption is covered by section 12 of this chapter.

As added by P.L.51-1984, SEC.1.

4
Formerly: - Library References . :
Taxation 21047, *
1€ 6-3-3.4-14. C.JS. Taxation § 1298,
6-3.1-5-15

- Sec. 15. (a) The state corporation shall complete forms prescribed by the depurtment
‘hich shall show as to cach qualified investment in any qualificd entity th(; ‘fol!owmg:
(1) The rame, zddress, and emplover identification number of the qualifivd entity,

Forms; contents; filing; copies 7
0

TAXATION 6--3.1-6-1

2) The name, address, and identification number of the taxpayer who purchased the
quaiified investment.
(3) Tre extert of the qualified investment purchased by the taxpayer and the amount
paid for it.

{b) The forms required to be filed with the department shall be filed by the state

corporation on or before the fifteenth day of the second month following the month in
which the qualified investment is purchased,

(c) Copies of the forms shall be mailed to the taxpayer and, where the qualified éntity is

not the state corporation, the qualified entity on or before that same date. As added by
P.L51-19584, SEC.1. . - e

Library References
Taxation €=1047. .
C.JS. T;xmicn § 1098.

Formerly:
IC 6-3-3.4-15.

6-3.1-5-16 Exemptions of 6-3.1~5-9, 6-3.1-5-10 and 6-3.1-5-11; m-odif‘icatiqn

Sec. 16. The tax exemptions contained in sections 9, 1vO, and 11 of>this chapter may be

repealed or modified by the general assembly of the state of Indiana, As added by
P.L.51-1985, SEC.1. SR v a. As.ad

Forwmerly:
IC 6-3-3.4-16.

Lidbrary Refcrences
Taxation &1047. - : ’
C.J.S. Taxation § 1098. . - -
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Institute for Public Pollicy and Business Research

Recommendation #1. Establish &a Task Force on Agriculture
Development and Marketing

I. INTRODUCTIGCN

Currently the economic problems ¢f Kansas agriculture are
negatively impacting individual farmers, agribusiness and related
industries and the state economy as a whole. 1Investigation into
agricultural diversification and value-added production is
proposed as a means of revitalizing the agricultural sector of
the Kansas economy. In ozder to implement successful
diversification and value-added programs, technical assistance
for production and market development must be made available to

farmers and agribusiness.

II. OVERVIEW

The following information is drawn from material provided by
Dean Woods, College of Agrigulture, at Kansas State University.

1. What would a Task Force on Agriculture Development and

Marketing do?

Develop a research and implementation strategy to study and
possibly Iimplement programs such as agricultural diversification
into new products, applying technology to value added processing
of Kansas commodities and the provision of technical assistance
for production processing and market development to Kansas
farmers and businesses.

2. What is "diversification?"®

Diversification of an agricultural base may take two forms:



a. Individual farmers Iincorporate a larger number of
commonly grown crops and/er animals into the
farming operation.

b. Individual farmers add new enterprises to their
farming operation.

3. How could diversification be studied?
An economic and market analysis team could staff centers to

conduct analyses with the help of consultants who have technical

expertise. A steering committee would oversee these operations.

4. Who might be part of a committee to establish the
analysis team's priorities?
-Directoxr of Agricultural Experiment Station
~-Chairman of Regents Committee on Agriculture and
Economic Development
~-Chairman or designee of Senate Ag Committee

—Chairman or designee of House Ag Committee
-Chairman or designees from four Kansas Commodity

Commissions

-Chairman of KSU Ag Council

~Member at large--one each designated by Kansas Chamber
of Commerce, Kansas Farm Bureau, Kansas Bankers
Assoclations, Kansas Livestock Assocliation, and
Kansas Pork Producers Council

5. How much would this diversification program cost?

Dean Woods, Kansas State University, regquested annual
operating expenses for a proposed three year period to maintain
an economic and market analysis team the amount of $393,940.
Funding for technological research through an internal grants
program, guided by the steering committee, was also suggested.
The research would provide information needed by the analysis
team and provide required data to determine the competitive

potential £for new agricultural enterprises. Grant applications

would be solicited throughout the Kansas Experiment Station and



would amount to $450,000.

5. What is "value-added®™ production?

value-added production is the adding of labor services to
Kansas produced agricultural commodities and includes activities
such as conditioning, storing, packaging and processing. The
major benefit would be +the employment o¢f local people in
processing facilities.

7. What are some potential value-added products that could
be developed from current Kansas products?

- Food coatings-Kansas wheat could be used in this billion
dollar industry.

- Restructured meat products-The trend toward convenience
foods has created a market for restructured, pre-cooked
and portioned controlled meat items.

- "Lite® foods-Consumers are more dlet and nutrition
concious. This provides an opportunity to combine meat
and fiber products into healthier foods that meet this
demand.

- Extusion foods-Extusion technology combines cereal and
meat products into snack foods. Such Foods represent a
$25.2 biliion industry.

-wheat and sorghum uses-Create new uses by separating grains
into components.

8. How much would it cost to support value-added research?
Dean Woods has reguested an annual budget of $342,000.

9., How would diversification and value-added programs be
implemented?

The success of these programs reguires the extension of this

technology to farmers and agribusiness. A small team would be
formed to provide the technical assistance needed for
diversification and value-~added production andg market
development.



10. How much would such technical assistance cost?
An annual budget of $207,370 was reguested by Dean Woods for

this purpose.

III. OTHER STATES

1. Are other agricultural states doing this type of
research?

Nebraska created the Nebraska Food Processing Center at the
University of MNebraska Institute of Agriculture and Natural
Resources. The center 1s a non-profit conscortium of specialists
and has the following functions:

a. Coordinates processing of crops and livestock into
foods and food ingredients through commodity

development.

b. Makes R & D and systems evaluation affordable for
small scale food processors.

c. Operates a product referral system which links the
state’'s food ©processors with food brokers and
distributors.

In Nebraska, research has led tc new vegetable production
technology. New public-private enterprises called ‘rural
ventures' have been started by Control Data to allow small
farmers to form cooperatives to grow specialty crops. Eight rural
venture cooperatives 1in the country produce meat, wvegetables,
dairy, and £fiber. They consist of 20-30 small farms (80-120
acres) and reguire low per farm capital investment.

Iowa is establishing a "Task Force on Agricultural

Diversification®” with subcommittees on specific crops or

products. The Task Force will be a council similar to the High-



Tech Council and will be funded £from the lottery. The
Bgricultural Task Force's mission will be to identify possible
diversitication into products or crops using existing
capabilities and then inguire into potential markets and

production costs. Once a realistic opportunity 1is Iidentified,

individual entrepreneurs will be encouraged to develop it with
seed capital from the Iowa Product Develepment Corpoecratlon.

The Iowa State Board of Regents funded agricultural
experiments at Iowa States University for value-added research at
a cost of $200,000.

Elizabeth Elsey
Research Assistant
Institute for Public Policy

and Business Research
March 4, 1986



Institute for Public Policy and Business Research

Recommendation #2 Sales Tax Exemption on All New Machinery and
Equlpment Used in Manufacturing and On
Computers for Business Use

INTRODUCTION

Kansas does not currently allow a sales/use tax exemption on
all new machinery and equipment used in manufacturing or on
computers used in business. Kansas only allows refunds for sales
tax paid on machinery and equipment for firms 1located 1in an
Enterprise Zone who gualify for Jjob and investment tax credits.
This 1is a serious anomaly in the Kansas tax structure. Business
leaders in Kansas have noted in interviews that the sales tax on
machinery and equipment 1is a major disadvantage to economic
development within the state. Allowing the exemption to also
apply to computers used in business could lead to more Jjobs 1in

the service and high-technology sectors.

EFFECT ON THE BUSINESS CLIMATE

Several business studies have shown that the presence of a
sales tax on machinery and equipment used 1in manufacturing
contributes to a state having a reputation for having a poor
business tax climate. Kansas has suffered in these climate
rankings as a result of a number of tax Impediments, including
the sales tax on machinery and equipment. Separate studies done
by both ASLAN and the Advisory Commission on Intergovernmental
Relations indicate Kansas has a relatively poor business tax

climate. Both of these studies have cited the sales tax on



machinery and equipment as a problem in the business tax
structure of Kansas.

In a recent interview with a Kansés business leader, it was
said that Westinghouse Corporation had an opportunity to increase
its investment in Salina but did not do so because the machinery
needed would have been subject to the sales tax. The sales tax,
evidently, did not apply in another state where Westinghouse
ultimately expanded. This example shows that in some instances
the sales tax issue can be very important to economic development
in Kansas.

The economic effect of assessing a sales tax on new
machinery - and equipment when other states exempt these items Iis
te raise the relative price of capital 1in Kansas. This is
particularly disadvantageous to new capital intensive industries
and existing capital intensive industries seeking to apply new
and innovative technigues 1in production, i.e., computgrs,
robotics, etc. This results in an overall lower level of use of
capital in the state. In addition, the present sales tax on
machinery and equipment hinders the development of science and

technoclogy in the state.

CoST

The Kansas Department of Revenue has estimated the cost to
the state of exempting all new machinery and equipment used in
manufacturing in FY1987 at approximately $15.8 million. The cost

in FY1986 of the existing refund for sales tax paid on the



purchases of manufacturing machinery and equipment by firms
located in an Enterprise Zone and who gqgualify for the Jjob and
investment tax credit is zero. This is due to the fact that no

firms have gqualified for this sales tax refund.

OTHER STATES

Currently there are thirty-nine states which exempt some or
all new machinery and equipment from the sales/use tax. Five of
these states assess a sales tax lower than the normal rate at
which other items subject to the sales tax are assessed. These
states are Alabama, Minnesota, Mississippi, North Carolina, and
Texas. Of the seven states in this region, which include
Arkansas, Colorado, Iowa, Kansas, Missouri, Nebraska, and
Oklahoma, only Kansas does not exempt all new machinery and
equipment used in manufacturing from the sales tax. Iowa has
recently repealed the sales tax on all industrial machinery and
equipment used in manufacturing and computers used in business.

The following states currently exempt some or all new
machinery and equipment used in manufacturing from the state
sales tax:

Alabama - The state exempts purchases of equipment and materials
by barges or vessels; vessels, barges, and railroad cars;
aircraft moves to another state after delivery, trucks leased for
highway operation; veﬁicles leased or rented between regulated
motor carriers; railroad equipment or vessels in interstate or
foreign commerce; warranted replacement parts; and materials for

repairing watercraft from the state sales tax. Other purchases of



than the normal 4% tax.

Alaska - No state sales tax.

Arizona - Machinery and equipment used in the manufaturing
process, the production and transmission of electricity, oz
drilling for oill and gas are exempt £rom the sales tax.

Arkansas - Machinery and eguipment used in manufacturing,
processing, assembling, fabricating, £finishing, or packaging any
commercial products at in-state plant and vessels, towboats, and
barges o¢f more than 50 tons' load displacement, as well as
expenses for their repalr or construction are exempt £from the
sales tax.

Colorado - The state exempts all machinery and equipment
purchased by a Coloradc manufacturer to be used exclusively in
manufacturing, providing the purchase is over $1,000, but does
not exceed $500,000 per year.

Connecticut - The state exempts machinery used in manufacturing

or agricultural production, any replacement parts for machinery
sold to businesses located in designated enterprise zones, and
flvable aircraft sold by Connecticut aircraft manufacturers to be
used as carriers in interstate or foreign commerce, of for use
outside the state.

Delaware - No state sales tax.

Foclrida - The state exempts machinery and eguipment purchased by
new or expanding manufacturers, as long as production 1is
increased by at least 10%, and all Iindustrial machinery and

equipment used in the production o¢f electircal or steam energy



egquliprent used Iin the production ¢f electircal or steam enerqgy
under specified circumstances for the manufacturing process.
Georgia - All sales o0f wmachinery and eguipment toc be used
directly Iin the manufacturing process are exempt from the sales
and use taxes.

Idaho - An exemption from the sales and use tax is allowed for
personal property used in broasdcasting or producing television
and raido programs, motor vehicles and trailers delivered in
state £for wuse out of state, and motor vehicles and wunlicensed
equipment used as log loaders and log jammers.

Illinois - The state exempts machinery and eguipment used
primarily to assemble or manufacture tangible personal property
for sale or lease and machinery and equipment used £for graphic
arts purposes.

Indiana - All manufacturing machinery used in manufacturing or
producing tangible personal property is exempt from the state
sales tax.

Iowa - The state recently exempted all industrial machinery,
eguipment, and computers from the state sales tax.

Kansas - The state allows refunds for sales taxes paid on the
purchase of manufacturing machinery and eguipment for use in a
plant facility if at least $50,000 has been expended £for such
purchases, and at least two new full-time production employees
were added for each $50,000 of expenditure and for sales taxes
paid on the purchases of machinery, egulpment and certain other

tangible property £for businesses 1located within a state



designated Enterprise Zone and who quallfy for job and investment
tak credits.

Kentucky - Machinery acguired for new and expanding industries is
exempt from the state sales tax.

Louisiana - The State Board of Commerce and Industry, after
approval from the Board of Tax Appeals and the governor, may
enter intoc a contract with a new business locating in the state
for the exemption of certain taxes in orxder to egqualize the state
and local tax burden £or the new £facility with that of a
competing state. The exemptions allowed include the sales and use
taxes on machinery and eguipment to be used in manufacturing.
Maine - Exemptions from the sales and use taxes include sales of
new machinery and equipment for use by the purchaser directly and
primarily in the production of tangible personal property, which
property 1is intended to be scld or leased ultimately for £final
use or consumption.

Marvland -~ The state exempts all manufacturing machinery and
equipment.

Massachusetts - Machinery, eguipment, replacement parts,

materials, tools, and £fuel used directly and exclusively in an
industrial plant, in furnishing power to an industriai plant or a
corporation primarily engaged in research and development, and in
agricultural production and commercial fishing are exempt from

sales and use taxes.

Michigan - The state exempts machinery and eqguipment used in
manufacturing and certain machinery and eguipment used in



Minnesota - A refund of the 6% sales tax is provided for capital
egquipment placed in service in connection with the construction
or expansion of a manufacturing facility in a distressed county.
Also, the purchase or lease of capital equipment and machinery by
new or expanding industries may qualify for a 2% refund of the 6%
sales tax paid.

Mississippi - The state assesses a 1 1/2% sale tax instead of

the normal 6% on sales to manufacturers of manufacturing
machinery used directly and exclusively in the line 6f process at
the plant site and air and water pollution control equipment used
at the plant site.

Missouri - The state exempts machinery and eguipment purchased
for use in manufacturing or processing enterprises.

Montana - No state sales tax.

Nebraska - The state exempts machinery and egquipment purchased
for use in manufacturing or processing enterprises.

New Hampshire - No state sales tax.

New Jersey - The state exempts the following from sales and use

taxation: machinery and eguipment used or consumed for
manufacturing, refining, assembling, or processing, machinery and
equipment used or consumed by utilities to generate, distribute
and transmit their preoducts, machinery and equipment used to
transmit oxr zreceive telegraph or telephone communication and
machinery and eguipment used in the production of newspapers.

New Mexico - An investment credit against the sales tax or the

withholding tax is available £for the installlation of



manufacturing machinery and eguipment purchased outside the state
and installed in a new manufacturing operation. The credit is for
3 3/4% of the value of the eguipment. The sales tax rate on

machinery and equipment is 3 3/4%.

Z

ew York - The state exempts machinery, eguipment and tools used

directly and predcominantly in manufacturing, mining, agriculture,
and experimental research and development.

North Carolina - Manufacturing machinery is allowed a prefential

sales tax rate of 1% rather than the normal 3%, with a maximum
tax of $80 per article.

Ohio ~-The state provides exemptions from the sales and use taxes
for the following: machinery and equipment used to manufacture
tangible personal property; machinery and egquipment used to
package products; handling and transportation equipment, other
than licensed motor vehicles, used in manufacturers, refiners,
processors, or assemblers in the production process within a
plant or among plants, if the plants are owned by the same
taxpayer; and machinery and handling and transportation equipment
used to transfer or ship eggs being prepared for sale, except
licensed motors vehicles.

Oklahoma - The state exempts machinery and equipment purchased
and directly used in establishing new manufacturing or processing
plants and in the operation of existing manufacturing plants
({including replacement parts).

Oregon - No state sales tax.

Pennsylvania - All manufacturing machinery is exempt from the




states sales and use tax.

Rhode Island - All manufacturing machinery and equipment Iis

exempt from the state sales and use tax.

Tennessee - The state exempts industrial machinery sold,
transferred, or leased between a parent company and a wholly
owned subsidiary if sales or use taxation has previously Dbeen
paid by the parent or subsidiary.

Texas - The state allows an exemption for equipment with useful
life of less than six months and assesses a 4% sales tax on all
manufacturing machinery and eguipment rather than the normal 4
1/8% tax.

Utah - The state allows an exemption on manufacturing machinery
and equipment for all new and expanding firms.

Vermont - A sales tax exemption is provided for machinery and
equipment used or consumed in manufacturing tangible personal
property for sale.

Virginia - The state exempts machinery, tools, repair parts used
in manufacturing, mining, refining, harvesting of timber, or by
commercial fishermen, or for making feed for sale.

West Virginia - Purchases of machinery and equipment by

manufacturers are exempt from the state sales tax.
Wisconsin - The state exempts machinery and equipment and

replacements or repair parts used exclusively by manufacturers.

Laurian Elizabeth Casson
Research Assistant
Institute for Public Policy

and Business Research
March 4, 1986
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Recommendation #17 Sponsor or Organize a Financial Symposium
for Kansas Companlies

PURPOSE

Kansas venture capital markets are small with relatively.
little information being passed between funding sources and
potential borrowers. In many instances promising companies leave
Kansas to £ind funding in other states, or L& the company
particularly wants to stay in Kansas fundings from outside the
state 1is found. Some mechanism needs to be found to facilitate
the linkage between Kansas companies and the type of funding that
is appropriate and available in private markets.

There are several ways in which this could be accomplished.
Financial symposiums and venture capital networks are among
several  different strategies that have been tried and seem to

meet the need of developing the information flow in the Kansas

venture capital market.

SYMPOSIUM

A financial symposium is a meeting of businesses with
financing needs with those who have funds to invest. Companies
with new products, processes, or other high growth potential
present their business plans to an assembly of venture
capitlists, investment bankers, and other investors (such as
pension funds, wutilities, 1insurance companies, etc.). After the
presentations, 1investors are given a chance to meet privately

with a cettain number of companies. A chance for co-operative



financial packaging 1is a big advantage in these meetings. A
company may want too much to make it feasible for one lender, but
several lenders together may be able to negogiate joint
financing. Approximately 20-40 companies over a two-three day
period would be involved.

Most financial symposiums or "venture capital fairs" are
patterned after the American Electronics Association annual
conference in Monterrey, California. The meeting was started in
1976 and has grown into two three-day sessions with about 60
companies at each. It is larger than most and has no trouble
attracting high quality firms or investors. No statistics are
kept on how many deals have been financed or how successful they
have béen, but the continued growth of the conference would
suggest that investors have been pleased with the results.

The University of Michigan's Institute of Science and
Technology sponsors an annual Growth Capital Symposium that has
been in operation about six years. Around 70 percent of the
attendees have been successful in raising over $80 million in
capital at the conference. They sponsor 25 companies over a two
day period. The School of Business Administration of the
University . provides those companies who request it help with
their business plans and critigques of taped practice
presentations. In the =six years of operation the number of
venture capital firms in Michigan has gone from three to twenty
and that the year-round network is becoming efficient enough so

that the conference may not be required in a few years.



There are many conferences each year primarily where venture
capital markets are already operating at least to some extent.
Some conferences have not been successful, but many more succeed.
Reasons for failure are many. Some could be poor quality
companies or poor preparation by organizers. The state of
Washington attempted to organize a symposium, but investors feel

that it failed due to poor planning.

NETWORKS

B complimentary strategy to establish a more efficient
venture capital markets in Kansas is linkage between a financial
symposium and a venture capital network.

These networks are computer data bases to match private
investors and entrepreneurs. Private investors do not have a
systematic process to learn about companies needing financing. At
the same time they do not want to be publicly available to
everyone. Through a network, investors can receive brief
descriptions of companies that match their preferences. More
information is made available if the investor is interested. The
network can be financed by fees charged to businesses to be
listed or by charging a small percent of the final loan. Normally
these networks are non-profit and have been set up by
universities, state government, or some association between a
private industry association and a government unit. New
Hampshire, Oklahoma, Texas, Indiana, and Florida are in various

stages of operation of these networks.



FUNDING REQUIREMENTS

Estimates of funding requirements per conference vary from
$9,100 to $60,000. 1In Nevada, it was proposed to spend $10,000
for an annual conference, but the symposium has not yet been
formally organized. The University of Michigan which provides

more extensive technical assistance for companies before the
conference estimated the cost between $40-60,000 per year which

was partly recovered from attendance fees.

Sources

Asinof, Lynn, "Rapidly Growing Venture - Capital Fairs Evolve
Into a Potent Force in the Industry," Wall Street Journal,
April 10, 1984, p. 31. ‘

Jacobs, Sanford L., "This Network Links Investors and Cash Hungry
Businesses," Wall Street Journal, June 3, 1985, p. 21.

Literature from Fourth Annual Financial Symposium for Emerging
Companies. ' ‘

Nevada State Plan for Economic Diversification and Development,
Nevada Commission on Economic Development.

University of Michigan Institute of Science and Technology.
Telephone conversation with Downs Herold.

University of Michigan School of Business Administration.
Telephone conversation with Professor David Gorphy.

Venture Capital Network, Inc., New Release, Concord, NH, April
16, 1984.

Catherine Shenoy

Research Associate

Institute for Public Policy
and Business Research

March 4, 1986



Institute for Public Pelicy and Business Research

Background Paper

Recommendation #27. Review the constitutional prohibi-
tion on internal improvements to determine if it should
be modified or repealed.

Also relates to recommendations #13, 14, 15, 16, 18,
28, 29, and 32.

Introduction

Several recommendations contained in the Kansas
Economic Development Study may not be workable in
Kansas as their implementation would wviolate the
Internal Improvements Prohibition of the Kansas Consti-
tution.

Article 11, Section 9 states that

"The state shall never be a party in carrying
on any work of internal improvement except
that: (1) it may adopt, construct, recon-
struct and maintain a state system of high-
ways, but no general property tax shall ever
be laid nor general obligation bonds issued
by the state for such highways; (2) it may be
a party to flood control works and works for
the conservation or development of water
resources; (3) it may, whenever any work of
internal improvement not authorized by (1) or
{(2) 1is once authorized by a separate bill
passed by the affirmative vote of not less
than two-thirds of all members then elected
(or appointed) and gqualified to each house,
expend or distribute funds received from the
federal government therefore and may partici-
pate with the federal government therein by
contributing any state funds appropriated in
accordance with the law for such purpose in
any amount not exceeding the amount received
from the federal government for such improve-



ment, but no general property tax shall ever
be 1laid nor general obligation bonds be
issued by the state therefor; and (4) it may
expend funds received from the federal gov-
ernment for any public purpose in accordance
with the federal law authorizing the same.”

Historic and Current Rationale for the Constitutional
Prohibition

The state legislative department determines what
governmental functions the state shall undertake. In
doing so, they may exercise such powers as are not
prchibited by the federal constitution or by the state
constitution. Acts of internal improvement ‘are not
prohibited by the federal constitution. Therefore, in
order to preclude the Kansas legislature from acts of
internal improvement, a state constitutional prohibi-
tion was necessary.

The rationale for such a prohibition stems from
the financial <crisis many states were experiencing

around 1837. In State ex rel. Coleman v. Kelly, 71 Kan.

811 (1905), the Kansas Supreme Court gquoted from a
Michigan case that traced the events leading to the

prohibitive sentiment:

"The War of 1812 demonstrated the great need
for a better system of intercommunication
between the various portions of the country.
The condition of the highways, both land and
water, was such that troops and provisions
could be moved but slowly and at great
expense. This was also true of the products
of the country. Succeeding the war of 1812,
the state of New York entered upon the con-
struction of the Erie Canal. Its construc-
tion was doubtless of great benefit to the
agricultural and commercial interests of the



state, and especially to the city of New
York. Other states were prompted te follow
the lead of New York, and projected the
~digging of canals, the improvement of water-
ways, and the construction of railroads.
Nearly all the state constitutions adopted
between 1830 and 1850 either gave the legis-
lature permission, or made it mandatory, to
"encourage internal improvements within the
state.’ Many enterprises of this character
were entered upon which were ill-advised. 8o
many of them were undertaken, many of the
states incurred obligations they were unable
to meet. The rate of interest in these new
countries was much higher than capital com-
manded 1in Europe. Money from there after
1830 was furnished almost without 1limit, to
be invested in the various projects devised
by the several states. The state debts in-
creased from $13,000,000 in 1830 to
$100,000,000 in 1838. After the f{financial
crisis of 1837 came, foreign capitalists who
sought to draw out this money were unable to
do so. An effort to collect these obliga-
tions proved abortive. Upcon one pretext or
another, many of the states repudiated their
debts made for internal improvements. The
states most disastrously affected were Mary-
land, Pennsylvania, Indiana, Illinois,
Louisiana, Mississippi, and our own state
[Michiganl].” Id. at 831-32.

With these events in mind, the Kansas Supreme

Court, 1in State ex rel. Coleman v. Kelly, 71 Kan. 811

(1905), set out the basic rationale for the prohibi-
tion:

"This constitutional provision is a limita-
tion placed by the people in their paramount
law upon the power of the legislature, pre-
venting it from diverting the energies of the
state from public and governmental functions
into private and business enterprises. No
circumstances can arise which will Jjustify
its wviolation by any governmental depart-
ment.”™ 71 Kan. at 829.

Constitutionality of Economic Development Recommenda-

jw



tions

Eight of the thirty-four recommendations contained
in the study are likely to be challenged as unconstitu-
tional wunder the internal improvements prohibition if
they are put into effect. These are the finance recom-
mendations, numbers 13, 14, 15, 16, and 18, recommenda-
tions for state support of incubators, numbers 28 and
29, and state CDBGs, number 32.

The first issue to address in determining consti-
tutionality 1is whether the establishment of the recom-
mendation in question would constitute a work of
internal improvement. Here, the courts have distin-
guished wunconstitutional internal improvements from
constitutional public improvements. Article 11,
Section 6 of the Kansas Constitution allows the state
to contract public debts for the purpose of making

public improvements:

"For the purpose of defraying extraordinary
expenses and making public improvements, the
state may contract public debts; but such
debts shall never, in the aggregate, exceed
one million dollars, except as hereinafter
provided. Every such debt shall be author-
ized by law for some purpose specified there-
in, and the vote of a majority of all the
members elected to each house, to be taken by
the yeas and nays, shall be necessary to the
passage of such law; and tax sufficient to
pay the annual interest of such debt, and the
principal and interest; . and such appropria-
tion shall not be repealed nor the taxes
postponed or diminished, wuntil the interest
and principal of such debt shall have been
wholly paid.”



In State ex rel. Boynton v. State Highway Commis—

sion, 138 Kan. 913, 919, the court discussed the diff-
erence between internal and public improvements:

"it+ is clear the framers of our constitution
used the term ‘public improvements’ in sec-
tion 5 [now section 6] as meaning something
entirely distinct £rom what was meant by
"internal improvements' wused in section 8
[now section 9], for the one was permitted,
the other prohibited. Although not as full
as they might be, the debates in the consti-
tutional convention disclosed this: The term
'public improvements, ’ used in section 5,
meant public buildings which the state should
need in carrying on its functions, such as
the state house, state penal, educational and
eleemosynary institutions (Wyandotte Consti-
tutional Convention, p. 327), while the term
"internal improvements,' used in section 8§,
applied to turnpikes, canals and the like.
{Wyandotte Constitutional Convention, p. 329;
State v. Kelly, 71 Kan. 811)" (p. 919)

In Leavenworth County v. Miller, 7 Kan. 479, 483,

Chief Justice Valentine discussed this subject and
quoted from an Alabama case:

"The state, as & state, is absolutely pro-
nibited £from engaging in any works of inter-
nal improvement. We will concede that this
prohibition does not extend to the building
of a statehouse, penitentiary, state univer-
sity, and such other public improvements as
are used exclusively by and for the state, as
a sovereign corporation; but it does extent
to every other species of public improvement.
It certainly extends to the construction of
every species of public improvement which is
used, or may be used, Dby the public gen-
erally--by any and every private individual
who may choose to use it--such as public
roads, bridges, etc. Wetumpka v. Winter, 29

Ala. 660.

If it is determined that a proposal would consti-

tute an internal improvement, then the next issue



becomes whether the state is a party to the work of
internal improvement. In discusssions on this point
Kansas courts have &allowed state expenditures on
internal improvements as long as the outlays are for
inspection, supervision, or regulation and do not
involve direct expenditures by the state in carrying on

the work of internal improvement. in State ex rel.

Hopkins v. Raub, 106 Kan. 196, the court discussed the
State's role in highway construction before the
internal improvements prohibition was amended to allow

for a state-constructed system of highways:

"The fact that state funds are expended for
inspection and regulation does not make the
state & party to the business or the work
carried on. In the building of roads and
bridges the state neither buys nor furnishes
any material, and does not directly invest any
money in that work. The state highway
commission is performing a very important work
in an educational and regulatory way and in
coordinating the efforts of the communities
and mun icipalities of the state to build and
maintain trunk and lateral highways throughout
the state, but important as the work is, it
does not furnish a basis for the complaint
that the state itself is engaged in «carrying
on a work of internal imp rovement.”™ 106 Kan.
at 202.

Attorney General Opinion No. 84-102 generalizes
the Raub decision:

"The decision of State ex rel. wv. Raub, 106
Kan. 196 (1920), indicates that the state must
have more than a supervisory role over a
project to invoke the provisions of the sec-
tion. The state must itself be engaged in




carrying on the work; it must expend state
moneys in a role more substantial than that of
a coordinator, Supervisor or regulator.
Accordingly, where the expenditure of funds
occurs at the county or city level (which
entities &re not bound by the limits of
Article 11, Section 9), with the state's role
confined to that of inspector or ccordinator,
the section’s provisions are never triggered.”

Kansas courts have not yet ruled directly on the
types of improvements specified in the recommendations.
In this memorandum we examine each of the eight recom-
mendations that are likely to be guestioned for consti-
tutionality with respect to the internal improvements
prohibition.

#13. Establish a Kansas Corporation for Innovation
Development (KCIDJ.

The flow chart in figure one pictorializes the
financing arrangements contemplated in recommendation
13. The KCID is a private, state-chartered organiza-
tion. The states involvement with the KCID is limited
to organizational concerns and may include some initial
funding for start-up of cperations. A tax credit will
provide an incentive for private investment in the
KCID, The KCID will provide loans or equity financing

to businesses and S8BICs.
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The KCID would be an internal improvement, as
opposed to a public improvement, since it is not "to be

used exclusively by and for the state.® (State ex rel.

Boynton v. State Highway Commission, 38 Kan. 913, 91%.)

Kansas courts have stated that the internal improve-
ments prohibition was designed to avoid involving the
state "in a purely private business enterprise,” (State
v. Kelly, 71 Kan. 811l) and that "economic distress is
not justification for ignoring the Constitution itself"

{(State v. Atherton, 139 Kan. 197).

However, internal improvements are not unconstitu-
tional per se. For unconstitutionality it must be shown
that the state is & party to the work of internal
improvement. Article il, Section 9, only prohibits the
state as a state from engaging in works of internal

improvements (Leavenworth County v. Miller, 7 Kan. 479

(1871)). In State ex rel. Tomasic v. Kansas City,

Kansas Port Authority, 230 Kan. 404 (1981), the court




said that “the state may authorize public or private
corporations or individuals to construct internal im-

provements.” In State ex rel. Hopkins v. Raub, 106

Ran. 196 (1920), the court said, "The fact that state
funds are expended for inspection and regulation does
not make the state & party to the business or the work
carried on." The KCID should survive & constituticnal
chalienge, even though the purpose of the organization
is directed specifically towards internal improvements,
as 1long as state funds are not expended for other than
the inspection or the regulation of the CID. Unfor-
tunately, the wording of the recommendation is
ambiguous on this point.

The recommendation calls for a tax credit to pro-
vide private investment, but the final sentence states
that "further leveraging of state funds would occur if
the KCID required that all its investments be matched
with funds from the private sector.” There is no other
reference to state funding in this recommendation.
Readers are confused as to whether public as well as
private funding is contemplated, or whether this is a
reference to state revenues foregone by the tax credit.
In light of the express statements calling for state
funding under other recommendations, we should not
leave it to be implied in this instance. This impor-

tant point should be clarified in the final draft since



constitutionality of the KCID may be determined by the

existence of state funding.

£14. Establish a Kansas Product Development Corpora-
tion.,

The flow chart in figure two depicts the funding
arrangements ‘@alled for in this recommendation. The
KPDC is a quasi-public institution. The state would
temporarily finance the KPDC's operating expenses and
fund capitalization. The KPDC will provide loans,
equity financing, or financing through royalty agree-

ments, to entrepreneurs with viable ideas.

f:.eiﬁub"f; Z.
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If the KPDC, a quasi-public institution, acts as
an arm or agency of the state, then the flow of funds
that is relevant to the internal improvements prohibi-
tion is not from the state to tﬁe RPDC (as it was from

the state to the KCID), rather, it is from the KPDC to

the entrepreneurs.

10



The funding of private enterprise called for in
this recommendation would constitute an internal, as

opposed to a public, improvement. (State ex rel.

Boynton wv. State Highway Commission, 138 Kan. 913;

State v. Kelly, 71 Kan. 811).

As to whether the direct state funding of private
enterprise (the entrepreneurs) would make the state a
party to an internal improvement, a negative inference

can be drawn from State ex rel. Eopkins v. Raub, where

the court found that the state may regulate and coordi-
nate local highway projects since "[the state] does not
directly 1invest any money in that work™ (106 Kan. 196,
at 202). The KPDC would make the state a party to
works of internal improvement by making direct invest-
ments in private business enterprise.

It is possiblevthat the structure of the KPDC's
investment could make a difference in the constitu-
tionality argument. Other states' case law seems to
indicate that internal improvement investments in the
form of loans may be constitutionally permissible. (In
Wisconsins State v. Nusbaum, 208 N.W.2nd 635; 1In re
Advisory Opinion, 158 N.W.2nd 416.) This may be
because the state does not owe money, rather someone
owes the state money. Equity financing and royalty
agreements are more constitutionally suspect than

loans since there is no legal guarantee for a certain

11



return on (or of) the state's money and these arrange-
ments must therefore be viewed as unconditional outlays
of state funds, more like outright purchases of
internal improvements. While most product development
companies structure their investments as royelty agree-
ments, perhaps the EPDC could avoid unconstitutionality
if it restricted the form of its investments to loszn
financing.,

#15. Establish a state fund to match federal Small

Business Innovation Research grants to Kansas sSmzil
business.

The flow chart set out in figure three shows the
funding arrangement called for by recommendation #15.
The federal SBIR program makes grants to small firms.

Them§ gmwﬁ«}ﬁ match these grants.

Figuve 3
Following the analysis set out in §#1é above, the
constitution would prohibit direct state funding of

private enterprise called for by an SBIR matching grant

program. However, Subsection (3) of Article 11,

12



Section 9 is an exception to the internal improvements
prohibition which does alleow the state to  make
expenditures to match federal funds:

"{3) [The state] may . . . expend or distri-

bute funds received from the federal govern-

ment [for internal improvements] and may

participate with the federal government

therein by contributing anv state funds
appropriated in accordance with the law for

such purpose in any amount not exceeding the

amount received from the §ede*al government

for such improvement, . . .

Unfortunately, the SBIR matching grant program
would not gqualify as an exception to the internal
improvements prohibition under this subsection. The
exception contemplates state distribution of feaderal
funds and this does not occur under the federal §SBIR
program. Under the federal program, funds are distri-
buted directly from the federal government to the SRBIR
grant recipient. The state has no part in distribution
of the federal funds. Alsoc, the contribution of state
funds must be made "in accordance with the law for such
purpose.” "The law" referred to is the federal law
governing state matching of federal program funds. (See
Attorney General Opinion 83-61 where the state matches
Federal 1loan guarantees for railroad rehabilitation.)
The federal SBIR legislation contains nc provisions for
state matching grants. The State SBIR matching grant

program would therefore be in viclation of the internal

improvements prohibition.



#16. Establish a Kansas Science and Technoliogy Author-
The flow chart in figure 4 shows the relationships

created by the Kansas Science and Technology Authority.
The Authority would be a public organization in charge

of operating several different economic development

programs.
Ef?@ ure Y.
%g . Puilic,

i

The organizational and managerial function of the

Kansas Science and Technology Authority would not
violate the constitution. The Authority would be
analogous to the State Highway Commission situation in

State ex rel. Hopkins v. Raub, 106 Kan. 196 (1920),

where the court said: ®The fact that state funds are
expended for inspection and regulation does not make
the state a party to the business or the work carried
on.

However, for some programs, the Science and Tech-

nology Authority does more than coordinate, supervise,

14



or regulate. In some cases the Authority channels state
funds to the program. The Authorities involvement with
each of these programs must be distinguished on the
basis of its constitutionality. The organization by the
Authority of a Kansas Corporation of Innovation Devel-
opment would be constitutional, only so long as the
Autherity does not pass state funds to the KCID. {See
discussion on recommendation #13, above.) The solici-
tation and facilitation cof joint research contracts and
grants between state universities, businesses and gov-
ernment would be constitutional based on State v. Raub
supra since the Authority would only be spending money
to coordinate the work to be carried on.

It may be consitutional for the Authority to pass
stae funds to the Kansas Product Development Corpora-
tion since the KPDL is a qguasi-public and not a private
industry. However, the further channeling of those
state funds from the KPDC to private industry would
still be unconstitutional (see #14 above) making grants
of state money through the Kansas SBIR Program would be
unconstitutional (see #15 above). The constitutionality
of managing a high tech venture capital fund, and
constructing and operating incubators would depend on
the degree of the Authority's involvement with those
operations and this has not been specified at this

time,

15



#18. Provide temporary state funding for Certified
Development Companies,

The flow-chart in figure 5 maps the relationships
between the federal govermment, the state government
and private industry which would be created by state

funding of CDCs.
iGuve S,

1P vate
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The CDCs would be characterized as internail
improvements because they are not institutions ®which

the state should need in carrying on its functions.®

(State ex rel. Boynton v. State Highway Commission, 138

Kan. 913.) The direct funding called for in this recom-
mendation would make the state a party to the work of
internal improvement. However, the fact that the state
has already provided some funding to CDCs by awarding
onetime grants of §40,000 ¢o two Kansas CDCs is
evidence that the current arrangément-does not wviolate
the internal improvements prohibition. If direct fund-

ing of the CDCs is not in violation of the prohibition

16



then the reason is that the funding is "appropriated in
~accordance with the lavw for such purpose in [an] amount
not exceeding the amount received from the federal
government for such improvement®. Article 11, Section
S, Subsection 3. Increased funding for CDCs would be
constitutional as long as the net amount of funding
does not exceed direct funding received from +the
federal government.
$28. Provide low or no-interest matching leans'te local

governments and nonprofit organizations to facilitace
the establishment of incubators,

The flow chart in figure 6 depicts the flow of

funds contemplated under recommendation #28.

Fz‘@uve l

State

The incubators proposed in this recommendation are
physical structures which would clearly be classified
as internal improvements since they are not “public

buildings which the state should need in carrying on

17



1ts functions.” (State ex rel. Boynton v. State High-

way Commission, 138 Kan. 913). Under this arrangement

the local communities would be doing the contracting

for the internal improvement and the state would not be

o
e

]

a party to that contract. Arguably, the stat
therefore not a party to an act of internal improve-

ment., In State ex rel. Tomasic v. Kansas City, Kansas

Port Authority, the court agreed that the state may

authorize public or private corporations to construct
internal improvements (230 Kan. 404 (1981)). But that
case is distinguishable since the state only authorized
the Port Authorities and did not provide them any
financial assistance. In our case there is the issus
of state funding of the local community with directicns
that the funding be used for economic development.
"[Wlhere the expenditure of funds occurs at the county
or city level (which entities are not bound by the

limits of Article 11, Section 9), with the state's role

confined to that of inspector or coordinator, the sec-

tion's provisions are never griggered.” (Attorney
General Opinion 84-102) (our emphasis). This state
funding also calls to mind the general principle of law
that one cannot do through another what one 1is for-
bidden to do oneself.

It 1is possible, however, that since the state

funding contemplated under this recommendation is in

18



the form of & loan, it would not constitute & direct
state investment and the state would therefore not be a
party to the internal improvement. (See analysis of
recommendation $#14 above.)

#29. A general loan pool for infrastructure development

should be available for use by communities to promote
economic development.

The flow chart in figure 7 sets out the funding

arrangements for recommendation #29.

State

The types of infrastructure specified in recommen-
dation #29--"roads, sewers, water lines and other
improvements"--would be internal improvements. (State

ex rel. Boynton v. 8State Highway Commission, 138 Kan.

913.) As in $#28 above, the tough question is whether
the state is a party to the internal improvement. Aan
analysis of this section for constitutionality would be
identical to the analysis of recommendation #28 above.
#32. A state community development block grant program

should be established and targeted to economic develop-
ment.

19



The flow chart in figure 8 shows the flow of funds

called for by recommendation #32.

Fsg)um 5.
| gmwta local M% “gu %
Swm L@M’WM (_étw\mne
evelopved

The grants called for under this recommendation
are to be used by the local communities for infrastruc-
ture improvements (roads, sewers, water lines etc.),
incubators and industrial parks. These constructions

would be internal improvements. (State ex rel. Boynton

v. State Highway Commission, 138 Kan. 913). The

determination of whether the state is a party to these
works of internal improvement would follow the analysis
set out under $#28 and #29 above. The lccal community
would actually be contracting for the internal improve-
ment. However, the state is funding these improvements
by grants to the local community with instructions that
the grants be targeted to the improvements. Again,
this seems to violate the general principle of law that
one cannot do through another that which one 1is for-
bidden to do oneself.

One difference between the analysis of recommenda-
tion 32 and recommendations #28 and #29 is that since

#32 calls for a state grant and not a state loan, it

20



loans from other forms of financing.
tion #14 above.)

Shirley Klenda Sicilian,

Research Economist

Institute for Public Policy
and Business Research
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Receommendation #28 Facilitate the Development of Incubators
I. INTRODUCTION

Incubators are Ieceiving attention from state and local
governments as a means of encouraging small business development.
As of Winter 1984, over 75 incubators were operating across the
country. In 1985, 40 more were expected to begin operation. Many
incubators are linked to state and local small business support
networks and technological innovation programs. A number of state
and local governments are formulating incubator policies with
encouragement from the federal government.

Local communities in the state of Kansas have shown an
interest in incubator development. However, the financial
resources and technical assistance needed for incuator
development is lacking. Local community economic development

activities in this area are therefore difficult to get started.

What are incubatecrs?

The incubator approach to small business development is
based on multi-tenant buildings. Publicly supported small
business incubators, 1) provide low rent, 2) provide a set of
business development services to profit-oriented tenants, and 3)

have entry and exit policies and procedures.

Why are incubators helpful to small business development?

New businesses are typically in negative cash flow

circumstances so low rent is important. Business assistance and



services are helpful to new entreprensurs who may not have all of
the business knowledge and skills necessary to operate a
business. Tenants tvpilcally share common business services such
as word processing, a receptlonist and mail. Other needed

services include Thelp with business plans, £inancial plans,
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compliance with public policy purposes so that space can be made

available to new and promsing entrepreneurs.
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What are the different tvpes of incubator facilit

In eneral there are three types of incubator facilities:

2]

product development, manufacturing, and mixed wuse. Product
development facilities are usually near universities so as to
take advantage of university facilities and technical personnel.
Tenants are in the early product development stages of prototype,
pileot or technical feasibility.

Manufacturing incubators can be located anywhere and are
usually offshocts of industrial parks and large manufacturing
facilities. Vacant £facilities are divided up for new start-up
manufacturers.

Mixed wuse facilities have a variety of tenants 1including
product development, manufacturing, non-profit organizations and
retall, wholesale consultant and professional services.

What are important public policv issues associated with incubator
development?

Publicly supported Iincubators are not developed with the



intention of competing against private, commercial and Industrial
space. The purpose is to assist entrepreneurs who need help
starting a Dbusiness with the intention that the business will
relocate in the local community. The benefit of the Iincubator
will only be realized after firms leave the incubator and expand
into the community. Charges of unfair competition may be avoided
if an advisory Dboard is set up to set policy and oversee
operations.

Other critical issues to consider are:

- How 1long should a tenant be allowed to stay? Should any
permanent tenants be allowed if they provide services to
other tenants?

- What services should be provided to tenants--a basic
package of services, business development services or
both?

- Should any type of firm be excluded from an incubator such
as retail, wholesale and personal service firms which have
short start-up periods and minimal service needs?

- What financial services should be provided to tenants? Can
financial assistance be provided?

ITI. COSTS
How much are states commiting to incubator development?

I1linocis - committed $1 million in first-year funding £for
incubators.
Michigan - $3,500 for a 1985 pilot program and $250,000 for

fiscal 1986.

Pennsylvania - $17 million Small Business Incubator Loan
Program in 1984.

Morth Carolina - $200,000 for an Incubator Facilities
Program started in 1984.



I711. OTHER STATES

Are other states nromoting lncubator develcopment?

as of July 1985, it was estimated by the Small Business
Administration that elaven states had passed incubator
legislation, with £ive being active, four being developed and two

being inact ¢ characteristics,,
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1) they help write-down the cost of facility development, 2} they
require a strong local commitment. Incubator promotion ranges
from stating support £for the concept, to orienting existing
programs to incubators, to direct funding and operation of
“facilities.

States invelved in incubator promotion include:

Pennsvlivania -~ Has the largest, publicly supported incubator

development effort and began developing facilities as early as
1980. Support is given by the state established Small Business

Incubater Lecan Program.

ot

North Carclina - Began an Incubator Facilities Program 1Iin

1984 run by the North Carclina Technological Development
Authority.

Iowa - Iowa Development Commission was allocated lottery
funds teo help with business incubatoxr development.

Illinois - Under the "Build Illinois 2Act,” a $380 million
economic development program, the program to fund incubators will
make low or no-interest forgivable matching loans and grants
avallable to local governments and non-profit organizations for

incubator establishment.



Michigan - The incubator program will allow the state to

subsidize the incubator operating expenses of incubators located

in vacant or nearly vacant buildings for up to three years.

Elizabeth Elsey

Research Assistant

Institute for Public Policy
and Business Research

March 4, 198¢
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Recommendation #29 Infrastructure Loan Pool for Economic
Development at the Community Level

I. INTRODUCTION

After surveying prominent Kansans from all parts of Kansas
about economic development, the Iissue of Iinfrastructure was
mentioned again and again. Local communities do not have the
resources necessary to make much needed improvements in existing
infrastructure or to develop new infrastructure. Infrastructure
is a major concern to local communities that wish to promote

economic development.

What is infrastructure?

Infrastructure includes public road, water, sewer facilities
and other improvements associated with economic development
purposes such as site development, industrial parks, and
incubators.

What is the significance of infrastructure improvements to
economic development efforts?

Public infrastructure improvements help facilitate the
expansion of existing businesses and attract new businesses thus

creating new jobs and stimulating investment in the community.

Why do communities need additional infrastructure funds from the
state?

Public infrastructure improvements are costly. Oftentimes, a
locality 1is not able to pay the full cost of improvements.

Businesses are therefore faced with the underwriting of these



improvements. If the business cannot afford To pay for needed
infrastructure improvements, 1t wmay locate in a state that 1is

able to provide the public infrastructure needed.

Wwhat criteria should be considered in determining a community's
eligibilitv for an infrastructure development loan?

1. The number of new permanent jobs created.

2. The amount of private sector investment in new facilities
and eguipment.

3. The significance of the assistance to the investor’'s
decision to relocate or expand.

4, The importance of the investment to economic development
goals.

5, The community's economic need.

6. Determination that without the assistance the community
will not be able to meet the needs of new or expanding
business and the project will not proceed.

I1. OTHER STATES

Do other states give local communities infrastructure development
support?

Oregon-Recommended that an "Oregon Infrastructure Revolving
Fund” be established through a onetime $20 million General Fund
appropriation. The fund would cover off-site infrastructure costs
necessary for a committed industrial wuser. Funds would be
provided to eligible localities in the form of direct grants.
Repayment to the fund would be made through a tax increment
return of the industrial user's corporate income taxes.

Indiana-Implemented an Industrial Development Infrastructure

Program. Any legally constituted clty, town or county in Indiana



is eliglble to apply for industrial development assistance in the

form of grants or loans.

Iowa-Established a "Community Economic Betterment"™ account
with lottery revenue funding in the amount of $10,000,000 plus 50
percent of any excess. The uses of this fund include:

-8ite development or infrastructure costs directly
related to a project resulting in new employment.

-Road construction projects.

Elizabeth Elsey

Research Assistant

Institute for Public Policy
and Business Research

March 6, 1986
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Recommendation £34 Provide State Funding for the State Business
Development Center Network to Expand

Technical Assistance to Kansas Small
Business

I. INTRODUCTION

Small business plays an important role in the economic
development of local communities. A need exists in small
businesses for management and technical assistance to contiue
operations. State wuniversities have been able to provide this
assistance through the Kansas Small Business Development Centers
(SBDCs). In 1985, Kansas was mentioned in Washington hearings as
an example of effective technical assistance to small businesses.
Increased recognition of these Centers' wvaluable services,
awareness of the limited funding growth potential through the
U.S. Small Business Administration and a realization that the
universities should not and cannot bear the costs of meeting
increased demand for services has prompted a reguest for direct
state funding initiated by Dbusiness owners, the business
community, state legislators and members of the state SBDC

Advisory Council.

What are the Small Business Development Centers of Kansas?

The eight Small Business Develcpment Centers sponsored by
major academic institutions in Kansas are a state-wide network
organized to provide advice, seminars, and training sessions to

existing or potential Kansas buslnesses. The Centers have been in
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OTHER STATES

III.

Do other states have state funded SBDCs?

These

41 state SBDCs were in operation.

At the end of 1985,

to

istence anywhere from 1 month

in ex

SBDCs have been i

state



years.

Twenty-seven (63 percent) of the 41 state SBDCs have state

tunding above the provided university cash match. O0f the 16 state

SBDC that do not recelve state funding,

for state funding.

the majority of these SBDCs recelived state funding.

can be as little as 5 percent to as

funded SBDC'’s total budget.

third year of operation.

what states support a EBDC network?

Kansas

Alabama*
Arkansas
Cazlifornia®
Connecticut*®
Delaware*
District of Columbia
Floriga*
Georgla*
Illinois*
Indiana
Iowa¥

Kansas
Kentucky*
Louisiana*
Maine%*
Massachusetts®
Michigan*
Minnesota
Mississippi*
Missouri
Nebraska*

*Indicates some state £funding

University matching.

Elizabeth Elsey

Research aAssistant

Institute for Public Pollicy
and Business Research

March 13, 1986

§ are currently applying

Puring the second or third year of operation,

State funding

much as 60 percent of a state

SBDCs are currently in

Neveda

New Hampshire®
New Jersey¥
New York

North Carolina
Ohio

Oklahoma*
Qregon®*
Pennsylvania®
Rhode Island*®
Scouth Carolina*
South Dakota®
Tennessee*
Texas®

Utah

Vermont®
Wasington*
West Virginia
Wisconsin
Wyoming

is received in addition

their

to





