Approved: March 18, 2004

MINUTES OF THE HOUSE ECONOMIC DEVELOPMENT COMMITTEE

The meeting was called to order by Chairman Kenny Wilk at 3:30 p.m. on March 9, 2004 in Room 526-S
of the Capitol.

All members were present.

Committee staff present:
Kathie Sparks, Legislative Research Department
Renae Jefferies, Office of Revisor of Statutes
Helen Pedigo, Office of Revisor of Statutes
Fulva Seufert, Secretary

Conferees appearing before the committee:

Robert J. Vancrum, Government Affairs Specialist, Greater Kansas City Chamber of Commerce

Michael Peck, Vice President of Investments, Kansas Technology Enterprise Corporation (KTEC)

Michael Farmer, Entrepreneur, Orca Gear and KTEC Vice President of Commercialization

Mike Taylor, Public Relations Director, Unified Government Public Relations, Kansas City, Kansas

Trudy Aron, Executive Director, American Institute of Architects in Kansas (AIA Kansas)

Larry R. Baer, Assistant General Counsel, League of Kansas Municipalities

David A. Cleveland, Manager of Business Finance & Workforce Development, Kansas Department of
Commerce

Dr. Robert Masters, Interim Vice President of Academic Affairs, Kansas Board of Regents

Others attending:
See Attached List.

Chairman Wilk asked Ms. Kathie Sparks, Legislative Research, to brief the committee on SB 480 - Kansas
Investor Tax Credit Act. Ms. Sparks reported that SB 480 would create the Kansas Angel Investor Tax Credit
Act which would allow to a qualified investor a 50 percent tax credit not to exceed $50,000 of cash
investment in a qualified Kansas business.

The Chair opened the Public Hearing for the following:
SB 480 - Kansas Investor Tax Credit Act

Chairman Wilk welcomed Mr. Robert J. Vancrum, Government Affairs Specialist, Greater Kansas City
Chamber of Commerce, who spoke as a proponent. Mr. Vancrum said SB 480, SB 520, and SB 394 were all |
complimentary to the Kansas Entrepreneurship Initiative and the Kansas Biosciences Authority Act and
among the Chamber’s highest priorities. He specifically said SB 480 would provide tax incentives for
successful business persons to invest in Kansas start up companies. These “Angel Investors™ provide up to
80% of the seed money and start-up capital for entrepreneurial ventures which is desperately needed. He said
the bill would allow investors to utilize 50% of the qualifying investment and would seem to be a small
investment for the State to share. (Attachment 1)

The Chair thanked Mr. Vancrum and welcomed Mr. Michael Peck, Vice President of Investments, Kansas
Technology Enterprises Corporation (KTEC), who spoke as a proponent. Mr. Peck spoke in behalf of Tracy
Taylor, KTEC President, and expressed strong support of the Kansas Economic Growth Act legislative
package. He said KTEC appreciates the cooperation and collaboration of Lt. Gov. John Moore and the
Department of Commerce. His testimony noted the value of angel investors. He reported that in late 2003,
the Kauffman Foundation of Kansas City agreed to sponsor the new Angel Capital Alliance (ACA), which
has been endorsed by 46 angel capital organizations throughout the U.S. and Canada. He said that KTEC
supports this legislation because it not only encourages investment, but it encourages an incredible group of
individuals to become involved as mentors, advisors, and coaches for our Kansas start-ups. KTEC has
identified potentially more than 100 individuals from all Kansas industry sectors including aviation,
agriculture, biosciences, energy, information technology, retail, etc. Mr. Peck said that Angels and
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entrepreneurs will strive to build companies with real value, good jobs, and sustainable growth opportunities
for Kansas. (Attachment 2)

Chairman Wilk thanked Mr. Peck and welcomed Mr. Michael Farmer, Entrepreneur, Orca Gear and KTEC,
Vice President of Commercialization. Mr. Farmer spoke as a proponent of SB 480 and said he was wearing
his hat as an entrepreneur who during the past 2-1/2 years was able to experience first hand the great
assistance that Angel investors provide entrepreneurs. He said that he was involved with three other
individuals in a start-up called Orca Gear, which manufactures automatic inflatable jacket liners that turn a
jacket or vestinto Personal Floatation Devices for boaters and sailors. He said that thanks to Angel investors,
Orca Gear has 4 full time employees, a product on the shelf, and strong sales with an expanding sales force.
He stressed that all this would not have happened if it had not been for the influence of their angel investors.
(Attachment 3)

The Chair closed the Public Hearing on SB 480.

Chairman Wilk reminded the committee about the 20 million dollar Venture Capital bill which passed the
House last year. He complimented the Department of Commerce for alerting the legislature that this has not
worked as they had hoped. He said that usually legislators do not hear when something doesn’t work. The
Angel investors has a lot a appeal in the rural areas and is not only putting in something new, but also taking
something out.

Chairman Wilk asked Ms. Kathie Sparks, Legislative Research, to brief the committee on SB 520. Ms.
Sparks said that SB 520 would create the Kansas Downtown Redevelopment Act. The Secretary of
Commerce would approve applications from cities for the designation of downtown redevelopment areas.
The criteria the Secretary would use when reviewing the applications includes:

. The proposed redevelopment area is located in a well-defined, core commercial district of the
city

. The structures located within the proposed redevelopment area have a vacancy rate that
exceeds 15 percent; or

. The average appraised valuation of the properties located within the proposed area has not

increased by more than 15 percent in the past 10 years.
Chairman Wilk thanked Ms. Sparks and announced the opening of the Public Hearing on:
SB 520 - Creating the Kansas downtown redevelopment act

Chairman Wilk welcomed Mr. Mike Taylor, Public Relations Director, Unified Government Public Relations,
Kansas City, Kansas, who spoke as a proponent for SB 520. Mr. Taylor said this legislation provided a
promising tool for reinvigorating dying or dead downtown core areas with a negligible financial impact on
local and state treasuries. He also said it comes at a very good time for Wyandotte County and Kansas City,
Kansas. (Attachment 4)

Chairman Wilk thanked Mr. Taylor and welcomed Trudy Aron, Executive Director, American Institute of
Architects in Kansas (AIA Kansas) who spoke in support of SB 520. She said the bill provides incentives
needed to help revitalize downtown areas in depressed and rural areas of Kansas. With this type of assistance,
owners are more likely to invest the funds to make the repairs needed to make their property commercially
viable. She said SB 520 can provide the needed “spark” to bring reinvestment in towns throughout Kansas.
(Attachment 5)

The Chair thanked Trudy Aron and welcomed Mr. Larry R. Baer, Assistance General Counsel, League of
Kansas Municipalities, who spoke as a proponent of SB 520. Mr. Baer said the League appreciates the efforts

to assist downtown areas and supports the concept behind the total program proposed in SB 520. (Attachment
6)

Chairman Wilk thanked Mr. Baer and then closed the Public Hearing on SB 520.
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The Chair asked Ms. Kathie Sparks, Legislative Research, to brief the committee on SB 394. Ms. Sparks said
that SB 394 amends the Kansas Investments in Major Projects and Comprehensive Training Act to allow the
Secretary of the Department of Commerce to make direct investments in educational and related workforce
development institutions. The bill also increases the Secretary’s ability to invest in capital requirements of
major facility expansions from 10.0 percentto 20.0 percent of IMPACT funds. During questions, Rep. Brunk
asked for a brief history of IMPACT funds. Ms. Sparks said that basically it provides a different tool and that
the Department of Commerce would be the admimistrator of these programs.

Chairman Wilk thanked Ms. Sparks and opened the Public Hearing on:

SB 394 - Impact, increased cap on major product investment; authorizes direct investment to
educational institutions

Chairman Wilk welcomed Mr. David A. Cleveland, Manager of Business Finance and Workforce
Development, Kansas Department of Commerce, who spoke as a proponent of SB 394. Mr. Cleveland gave
abriefbackground on the IMPACT program and explained why the proposed amendments were needed. The
first amendment redirects existing administrative expenses, and the second raises the Major Project
Investment (MPI) cap from 10% of the total revenue available to the IMPACT program to 20%. In
conclusion, he said the bill would help the Department of Commerce fully honor one of the original legislative
objectives behind the IMPACT program which was equipping schools to become meaningful training partners
for Kansas businesses. In addition, it would give the Department a tool that would allow Kansas to be first
in line for recently announced federal matching funds that are aimed at transforming schools. (Attachment
7)

Chairman Wilk thanked Mr. Cleveland and welcomed Dr. Robert Masters, Interim Vice President of
Academic Affairs, Kansas Board of Regents, who spoke as a proponent of SB 394. Dr. Masters gave a
general overview and said the Kansas Board of Regents supports the goals and objectives of SB 394, which
authorizes the Secretary of Commerce to make direct investments in educational and related workforce
development institutions that enhance the overall stewardship of the funds. (Attachment §)

Chairman Wilk closed the Public Hearing on SB 394.
The Chair directed the committee’s attention to SB 417 - Rural business development income tax credits.

Representative Kuether made a motion to amend line 15 on page 3 to read 50%. and Representative Hill
seconded. Motion passed. (Attachment 9)

Representtive Novascone made a motion to pass out SB 417 marked favorable for passage as amended.
Representative O’Malley seconded. Motion passed.

The Chair directed the committee’s attention to SB 393 - Kansas center for entrepreneurship. He asked

Ms. Renae Jefferies, Revisor of Statutes, to walk the committee through the proposed policy amendments.
(Attachment 10)

Representative Carlin made a motion to accept the proposed policy amendments to SB 393, and
Representative Huntington seconded. Motion passed.

Representative Burroughs made a motion to insert (g) after sub section (f) and to re-letter remaining sections.
Representative Carlin seconded. Motion passed.

Representative Gordon made a motion to accept the balloon amendments, and Representative Burroughs
seconded. Motion passed.

Representative Burroughs spoke to two amendments. The first on page 2, line 2, to re-number the sub section.
On page 3, line 35, insert new (g), and on page 5, lines 21-22, strike word “or.”
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Representative Burroughs made a motion to accept his balloon amendments, and Representative Carlin
seconded. Motion passed. (Attachment 11)

The Chair announced the committee was back on the bill.

Representative Burroughs made a motion to pass out favorably as amended SB 393, and Representative Brunk
seconded. Motion passed.

Representative Hill made a motion to approve the minutes for the meetings on February 24, 2004 and March
4.2004. Representative Bover seconded. Motion passed.

The meeting adjourned at 6:00 p.m. The next meeting will be Thursday, March 11, 2004.

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 editing or corrections. Page 4



HOUSE ECONOMIC DEVELOPMENT COMMITTEE

GUEST LIST

DATE: Tuesday, March 9, 2004

NAME REPRESENTING
';m 3 MNMislers KRoR
mmm 4 IKASUZ (ow

ey Gt

//%u&& i ( 4¢%Z (,/\.v'

})(vbw/]t/ i

Pﬂ(t vie o (w Se /747

(/)75’ L L'/ G LL/W‘“

Gmf( (¢ Clander

/sg _)(./f/)épf

//
/L, WL e [T VA




Testimony to House Committee
on Economic Development
Robert J. Vancrum, Government Affairs Specialists
Greater Kansas City Chamber of Commerce

March 9, 2004
Chairman Wilk and other Honorable Committee Members:

I am appearing today on behalf of the Greater Kansas City Chamber of Commerce to
offer testimony in favor of Senate Bills 480, 520 and 394. These Bills are all complimentary to
the Kansas Entrepreneurship Initiative and the Kansas BioSciences Authority Act, and as such
are highest priority for our Chamber in this legislative session.

Senate Bill 480, the Kansas Investor Tax Credit Act would provide tax incentives for
successful business persons to invest in Kansas start-ups. Such "Angel Investors" provide up to
80% of the seed money and start-up capital for entrepreneurial ventures and are desperately
needed in Kansas throughout all industry sectors, but especially BioSciences Information
Technology and the sectors that we hope will constitute a fourth leg of the Kansas economy in
the very near future. Senate Bill 480 would allow investors to utilize 50% of the qualifying
investment as dollar for dollar credits to reduce Kansas income tax owed by investors. Since
return to the Kansas economy on these investments should be many multiples of the investment,
this would seem to be a small investment for the State to share.

Senate Bill 520, is the Kansas Downtown Redevelopment Act which is intended to
stimulate and develop rural and low income communities and encourage rehabilitation of
property in vacant or unutilized downtown areas. It may seem strange that our Chamber is
supporting this Act strongly. However, we are fully aware that it is in the interest of all Kansans
to increase the number of communities that are thriving throughout the State and we believe it
will benefit all of us as Kansans to do so. One of the important features of this Act would abate
increased real property tax for a period of time for properties that have approved investments.

Senate Bill 394 is a part of the Governor's Economic Development package allowing the
Secretary of Commerce to make direct investments in educational and other work force
development institutions and to invest up to 20% of IMPACT funds in capital or major facilities
expansions. We are equally supportive of these changes since they fit hand and glove with all
the economic gross strategies that we have supported.

Mr. Chairman, T would be happy to stand for questions now or at your convenience.

H puse Economic De,\IeloP meant
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House Economic Development Committee
Testimony on SB 480
Michael Peck, Vice President of Investments
Kansas Technology Enterprise Corporation (KTEC)

March 8, 2004

Mr. Chair, Members of the committee,

My name is Michael Peck, Vice President of Investments with the Kansas Technology
Enterprise Corporation. I am here today, on behalf of KTEC and KTEC’s President,
Tracy Taylor, to speak in strong support of the Kansas Economic Growth Act legislative
package, and specifically, SB 480, the Kansas angel investor tax credit.

Over the last four months, KTEC has worked closely with the Legislature, Lt. Governor
Moore and the Department of Commerce on this issue. The Department of Commerce
has indicated full support and agreement, and we greatly appreciate their collaboration.

My charge at KTEC is to make investments in seed and early-stage technology
companies in Kansas. On an annual basis, KTEC invests approximately $1.5M in the
Kansas companies that will create higher-paying jobs and bring innovative technologies
to market. The KTEC investment process includes reviewing business plans, market
research and analysis by KTEC staff, due diligence of the company management team,
and analysis of business potential. The process also involves a private-sector investment
committee that includes successful entrepreneurs, experienced investors, and intellectual
property experts.

Throughout this investment process, I have come to know firsthand the pioneers of
tomorrow, our entrepreneurs. I have also come to know the value of angel investors and
their importance to these entrepreneurs and to Kansas. Whereas the state of Kansas does
much in the way of supporting our entrepreneurs, we can do more. We can ask our
successful pioneering entrepreneurs who have gone before to support our budding
entrepreneurs of today. Who better to insure the success of a start-up business than, say,
Gene Bicknell or a Ross Beach; someone who knows how to be successful in a start-up?

Is this possible? This is a question that has been answered by many states. A number of
states, including our neighbors Iowa and Oklahoma, have learned that all their state
governments had to do was ask. In the state of Oklahoma, the Angel Investor network is
over 300 strong. These groups of successful businesspersons are willing to invest in
companies within their state. Nationally, these groups of individuals, commonly referred
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to as “Angel Investors”, have indeed answered the call. In these states, entrepreneurs are
helping entrepreneurs providing this valuable support is in the form of financial
investment and mentoring.

Various studies and new initiatives indicate that angel investors are a key component of
early-stage growth companies.

According to the Center for Venture Research, in 2002, Angels invested $15.7 billion
dollars in entrepreneurial businesses in the United States. Angels are the major source of
the critical seed and start-up equity capital for entrepreneurial ventures. The latest
research indicates that more than two-thirds of all of Angel investments are in the seed
and start-up stage. In 2002, these business angels invested in 36,000 ventures. Compare
this to less than 5,000 venture capital deals and less than 150 seed and start-up venture
capital investment in 2002. Almost 100% of angel’s investments are in new venture
versus 66% of venture capital deals that are in existing portfolios.

In 2000, the MIT Entrepreneurship Center commissioned the Venture Support System
Project. Some of the key angel investor findings of this study indicated that:

i. The motivations and operations of experienced angel investors are typically
different than those of venture capitalists. First-time entrepreneurs can benefit
from approaching experienced angel investors.

2. Experienced angel investors are becoming increasingly systematic in their

operation. Systematic evaluation and analysis help reduce risk, improve returns,

and increase the number of investments considered.

The recent rise in angel groups is an important new development in venture

creation. These groups provide the fastest way for entrepreneurs to find angels

and provide a way for angels to leverage their combined skills, time, expertise and
networks.

(O8]

The Ewing Marion Kauffman Foundation recently noted the value of angel investors

across the country. In late 2003, the Kauffman Foundation of Kansas City agreed to

sponsor the new Angel Capital Alliance (ACA). The ACA has been endorsed by 46

B angel capital organizations throughout the U.S. and Canada with many other angel groups

/ interested in membership. According to the foundation, the ratio of potential to active

' angel investors is estimated at five to one, and angel investors traditionally become more
involved as “active” investors to assist start-ups. Furthermore, local angel investors
provide the bulk of seed capital prior to institutional venture funds.

Kansas’s entrepreneurs need this valuable group of investors to invest in their companies:

*= Total seed capital raised from 1995 through Q1 ’03 in the State of Kansas
represented less than .09 of 1 percent of the seed venture capital raised in the
United States."

1Price Waterhouse Cooper/National Venture Capital Assoc. MoneyTree™ Survey, 2003
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» Total equity capital invested in the State of Kansas per $1,000 of the Kansas
Gross State Product (GSP) was only $.54, which ranks Kansas 32™ in United
States.”

» The National Governors Association’ found in its 2000 study on state
entrepreneurial growth that a lack of capital formation is a significant impediment
to aspiring entrepreneurs. The size of the investment and the risk inherent in
entrepreneurs’ ventures limit their ability to raise the necessary capital from
traditional sources of funding, resulting in a “capital gap.” Estimates of the gap
vary, but it is generally believed to be significant. This amount typically is
beyond the means of personal and family sources and too high a risk for
traditional lenders and most state business loan programs.

KTEC supports Senate Bill 480, because it not only encourages investment, but it

- perhaps more importantly encourages an incredible group of individuals to become

. involved as mentors, advisors, and coaches for our Kansas start-ups. The purest

* definition of an “Angel investor” is not just a high-net worth individual, rather it is

someone who brings critical risk capital, experienced advice, and visionary guidance to
the entrepreneur. Angel investors are spread out across the state of Kansas; these
individuals reside i metropolitan and rural Kansas. In the previous example of the two
potential angel investors, one lives in Hays, Kansas, and the other in Pittsburg, Kansas.
KTEC has identified potentially more than 100 individuals from all Kansas industry

sectors mcludmg aviation, agriculture, biosciences, energy, information technolOUy md
retall to name a few. .

Under SB 480, angels will continue to assert their role as value-added, patient investors
in entrepreneurial companies. Angels will continue to invest in Kansas. Angels and
entrepreneurs will strive to build companies with real value, good jobs, and sustainable
growth opportunities for our state.

Thank you.

2 US Dept. of Commerce, 2003
3 National Governor’s Association (2000), Nurturing Entrepreneurial Growth in State Economies

(93]
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House Economic Development Committee
Testimony on SB 480

Michael Farmer, Entrepreneur, Orca Gear
(KTEC, VP of Commercialization)

March 8, 2004

Mr. Chair, Members of the committee,

My name is Michael Farmer, I am a recent addition to the KTEC staff. Today, I would
like to speak in support of Senate Bill 480 from my prior perspective as an entrepreneur
who over the past 2 ¥ years was able to experience first hand the great assistance that
Angel investors provide entrepreneurs.

Prior to my arrival at KTEC in July of last years, for 18 months in New York, I was
involved with a start-up called OrcaGear. Myself and three other individuals developed,
a patent-pending, automatic inflatable jacket liner that when zipped into a jacket or vest
would turn the jacket or vest into a Personal Floatation Device for boaters and sailors.
For the first 8 months, after developing this product, we sought venture capital
investment money. After 8 months, we were unable to raise any money from the venture
capital community.

About the same time, we were recommended to present our business plan to a group of
angel investors. Within two months, we were able to land or first angel investor for
$70,000. This individual was a high net worth individual who was the co-founder of a
bio-science company. Soon there after we were able to land our second angel investor
who pledged $25,000.

The third angel investor came to us from an introduction from our first investor, this new
investor pledged $50,000, if our first investor match his investment. As a result of this
we raised an additional $100,000. This new investor was the retired Director of Research
and Development for General Electric. It was indicated to us with this investor that tax
credits available in up-state New York had influenced his decision.

Because of the recommendation to seek out the Angel investor community, or company,
Orca Gear had now raised $195,000 for start-up — even though we were unable to raise
any money from the Venture Capital community.
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But perhaps the more important value these angel investor have brought Orca Gear
involve their commitment to offer their expertise to our company.

Over the past 12 month, this angel investor group has provided advice to the company on
such things as:

1) Advice on advisory board formation;

2) Consultation on matters relating to intellectual property;

3) The location of an alternative contract manufacturer;

4) The location of additional angel investors;

5) And even on investor has gone so far as to assist us in sales, by literally
walking the docks of New York demonstrating our jacket.

Today, Orca Gear has 4 full time employees, has product on the shelf, sales are strong
and the company is expanding its sales force. All this would not have happened if it was
not from the influence of our angel investors.

[ bring this example to you as a simple case where an entrepreneur was able to benefit
greatly from the influence of the angel investor community.

With this, [ support Senate Bill 480. Thank you.

Michael Farmer
Kansas Technology Enterprise Corporation

House Economic Development Committee presentation
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Senate Bill 520
Kansas Downtown Development Act

Delivered March 9, 2004
House Economic Development Committee

The Unified Government of Wyandotte County/Kansas City Kansas supports House Bill 520. The bill is a
promising tool for reinvigorating dying or dead downtown core areas in a way which has negligible financial

impacts on local and state treasuries.

This proposal comes at a very good time for Wyandotte County and Kansas City, Kansas. In her State of the
Government Address to the community in January, Mayor Carol Marinovich called for "renewed efforts to
revitalize and renovate" the downtown and urban core areas of Kansas City. The Mayor stated the community
must commit the same energy and attention to downtown projects that it did in creating the successful Village

West development.

The KCK business community is in agreement. A task force of downtown stakeholders, meeting regularly for
months has determined that improving the physical appearance of downtown and creating mixed use 7
neighborhoods in downtown KCK are top priorities. Clearly, Senate Bill 520 would offer valuable financial

incentives toward this effort.

World class cities continue creating opportunities for citizens. Opportunities in jobs, business, education,
cultural and recreational activities. We cannot turn our backs on neighborhoods which have been neglected.
We cannot leave behind people who have difficulty keeping up on their own. We cannot ignore inequities, both
social and economic, which prevent people from striving for and reaching success. Focusing our attention and

energy to revitalizing downtown urban core areas is crucial in accomplishing these goals.

World class cities build partnerships and coalitions in which citizens, business and government work together.
Supporting Senate Bill 520 makes the Kansas Legislature an active partner with local communities in their
efforts to make Kansas better. By working together, we can continue making positive steps towards renewing
older areas of our communities and creating economic benefit and prosperity for all of our citizens. The Unified
Government of Wyandotte County urges your support of Senate Bill 520.
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AIA Kansal

A Chapter of The American Institute of Architects

President

Rich Bartholomew, AlA
Overland Park

President Elect

Mark Franzen, AlA
Overland Park

Secretary

Jan Burgess, AlA
Wichita

Treasurer

Michael Seiwert, AlA
Wichita

Directors

Tracy Anderson, AlA
Manhattan

Richard Blackburn, AlA
Topeka

Joy Coleman, AlA
Lawrence

Douglas R. Cook, AlA
Olathe

Timothy J. Dudte, AlA
Wichita

Robert D. Fincham, AlA
Topeka

John Gaunt, FAIA
Lawrence

Jane Huesemann, AlA
Lawrence

J. Jones, Associate AIA
Manhattan

Michael G. Mayo, AlA

Manhattan

Rick McCafferty
Wichita

Tom Milavec, AIAS
Manhattan

Courtney Miller, AIAS
Lawrence

Bobbi Pearson, Assoc, AIA
Emporia

C. Stan Peterson, AlA
Topeka

Jennifer Rygg, Assoc, AlA
Wichita

Jason Van Hecke, AlA
Wichita

Kyle Wedel, AIAS
Manhattan

Executive Director
Trudy Aron, Hon. AlA, CAE
aron@aiaks.org

March 9, 2004

TO: Representative Wilk and Members of the Economic
Development Committee

FROM: Trudy Aron, Executive Director

RE: SUPPORT OF SB 520

Good afternoon Mr. Chairman and members of the Committee. 1 am Trudy
Aron, executive director, of the American Institute of Architects in Kansas
(AJA Kansas.) I appreciate the opportunity to testify in support of SB 520.

ATA Kansas is a statewide association of architects and intern architects. Most
of our 700 members work in over 100 private practice architectural firms
designing a variety of project types for both public and private clients including
justice facilities, schools, hospitals and other health facilities, industrial
buildings, offices, recreational facilities, housing, and much more. The rest of
our members work in industry, government and education where many manage
the facilities of their employers and hire private practice firms to design new
buildings and to renovate or remodel existing buildings.

We believe SB 520 and similar bills provide incentives needed to help
revitalize downtown areas in depressed and rural areas of the state. These
incentives can mean the difference between renewed vitality or continued
decline in our town core. With this type of assistance, owners are much more
likely to invest the funds to make the repairs needed to make their property
commercially viable.

AIA Kansas believes SB 520 can provide the needed “spark™ to bring needed
reinvestment in towns throughout Kansas. We hope you will report SB 520 out
of the committee favorably. Thank you.
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300 SWV Bth Avenue
Topeka, Kansas 66603-3912
Phone: (785) 354-9565

Fax: (785) 354-4186

League of Kansas Municipalities

Date: March 9, 2004
T House Economic Development Committee
From: Larry R. Baer

Assistant General Counsel

Re: SB 520
Testimony in Support

Thank you for the opportunity to appear today on behalf of the League of Kansas
Municipalities (LKM) and our 556 member cities. We appear in support of SB 520.

This bill proposes to create the Kansas Downtown Redevelopment Act. The purpose of
this Act is to encourage reinvestment and improvement in downtown areas. It is no
secret that downtown areas across Kansas, and indeed across the country, have
struggled to survive. Urban sprawl and declining rural populations have taken thelr toll
on our once vital main streets in Kansas.

This bill focuses specifically on smaller communities with less than 50,000 population
and on areas determined to be “distressed” communities. We support the addition of
this incentive program aimed at helping to improve downtown areas in Kansas cities.

In the Senate Commerce Committee we expressed a concern regarding the
constitutionality of the tax abatement originally proposed in the bill. We proposed that
the abatement language should be changed to provide for a rebate of taxes paid. This
would make SB 520 consistent with other economic development programs, such as
the Neighborhood Revitalization Act, which uses a rebate system whereby the complete
tax is paid and then a portion of the increment is rebated back to the taxpayer. The
Senate Commerce Committee did in fact addressed this concern. The bill, as now
before you, has been amended to remove the concern earlier expressed by the
League.

The League of Kansas Municipalities appreciates the efforts to assist our downtown .
areas and we support the concept behind the program proposed in SB 520.

Again, thank you for the opportunity to appear today. | would be happy to answer
questions at the appropriate time.

House Economic Development
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Testimony before the
House Economic Development Committee
Senate Bill 394
David A. Cleveland, Manager of Business Finance & Workforce Development
Kansas Department of Commerce
March 9, 2004

Representative Wilk and Members of the Committee:

Thank you for the opportunity to appear today and testify in support of SB 394, This bill amends
the IMPACT law to allow the Secretary of Commerce to make direct investments in the human
capital, training expertise, and physical infrastructure of our schools, and limits such
expenditures to 10% of the total program costs of the project. This bill also raises the cap on the

Major Project Investment component of the IMPACT program from 10% to 20%.

Background on the IMPACT program

The IMPACT program was originally established as the State of Kansas Investments in Lifelong
Learning (SKILL) act in 1991. The SKILL program is designed to help companies offset the
costs of training workers for new jobs. In 1996, the SKILL program was given its current name:
Investments in Major Projects And Comprehensive Training (IMPACT). The IMPACT
program has two components; SKILL and Major Project Investments (MPI). SKILL is the major
workforce-training component of IMPACT. The MPI component is used offset some of the

capital costs associated with a company expansion project.

In addition to fulfilling its role as a major workforce-training tool and business attraction tool,
IMPACT was also mtended to help our schools become an increasingly relevant training partner
of Kansas employers. This objective would be accomplished by requiring employers to submit a
joint training proposal with a Kansas public educational institution to the Department of
Commerce. By requiring schools and companies to sit down together to develop a proposal, it
was hoped that that the training needs of the employer would be matched with the training
expertise of the schools, thereby creating a prime opportunity for the school to meet that need
and get paid forit. To date, this objective has not been realized. Only 5.25% of all IMPACT

dollars are currently used to purchase training expertise from our schools. There are at least two
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reasons for this. First, while we encourage companies to use Kansas training institutions, the
programs are flexible and do not require the companies to do so. Secondly, our schools
generally speaking are simply not equipped to respond to many of the training needs of Kansas

companies.

Why the proposed amendments are needed

Quite frankly, our schools need help to become more relevant to the needs of Kansas companies,
especially if they are to successfully fulfill the new role envisioned for them under the Lt.
Governor’s new “KansasFirst” plan. KansasFirst will be the single point of contact for all
employers that seek to access state workforce development programs and services. KansasFirst
will re-engineer how we deliver training services to employers. Instead of paying companies to
train their employees, we will pay our community colleges and technical schools to develop

curriculum and deliver training services to employers.

Unfortunately, as mentioned abdve, our schools are not fully prepared to accept this new
challenge. If we want our schools to become the training provider of choice of Kansas
businesses, we must be willing to provide them with the resources they need to meet this new
challenge. As most in this room would probably agree, the state’s current budget situation does
not leave much room if any, for new programs. The question then becomes how do we upgrade
the training expertise, human capital, and infrastructure of our schools within existing resources?
SB394 provides an answer to that question. Once enacted, this bill will allow the Secretary of
Commerce to apply a fee of no more than 10% on every workforce-training project we fund, and
deposit those funds into a workforce development trust fund for direct re-investment in our

schools.

This proposed amendment is not another fee that will be added on top of other project expenses.
The amendment simply redirects existing administrative expenses. Commerce currently assigns
a fee of up to 10 percent of every project to cover the administrative expenses of the educational
institution that is party to the agreement. Under KansasFirst, the administrative function

currently fulfilled by the schools will be brought in house. This action will strengthen the audit
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position of the Secretary and eliminate unnecessary overhead. These funds will then be
redirected to the workforce development trust fund. Simply put, this is an attempt to capture
existing dollars that are being used in what we feel is an inefficient and ineffective manner and
re-invest those funds into the transformation of our schools into a long-term economic asset for

Kansas.

The second amendment raises the Major Project Investment (MPI) cap from 10% of the total
revenue available to the IMPACT program to 20%. The MPI component of IMPACT allows the
Secretary to offer some of the funds available for an individual project to offset a portion of the
capital expenses related to that expansion project. Examples of eligible MPI expenses include
building construction, production equipment, and company relocation costs. The MPI
component 1s most often used as a “deal closer” when Kansas is in direct competition with
another state for a new business location. Our experience for blue chip prospects (those firms
that pay extraordinarily high wages and create 150 or more jobs) in recent years indicates that
they often have more capital and relocation costs than training costs. The adjustment of the MPI
cap will allow the Secretary more capacity to compete effectively for these high wage, high yield

prospects, while still maintaining the primary focus of the program on employee training.

Conclusion

In summary, by endorsing this bill, you will help the Department of Commerce fully honor one
of the original legislative objectives behind the IMPACT program---equipping our schools to
become meaningful training partners for Kansas businesses. You will also give the Department
a tool that will allow Kansas to be first in line for recently announced federal matching funds that
are aimed at transforming our schools. Finally, you will enhance the Secretary’s ability to

compete for more high value projects.

Thank you for the opportunity to testify before you today on a bill that is important to the launch
of KansasFirst and the reform of workforce development in Kansas. T would be happy to

respond to any questions you may have.



IMPACT WORKFORCE TRAINING PROGRAM

IMPACT PROGRAM
SERVICES FUND

Comprised primarily of bond
proceeds used to pay for project
specific training costs and MPI Costs.

SKILL COMPONENT VDL sssues Sonils on MPI COMPONENT
Funds Workforce Training Commerce’s behalf Funds capital expenses
expenses of company projects. of company expansion
Upto 10 %canbeusedto | ,——————————— —— — N projects.
cover administrative costs of *SB3 94 will redirect existing administrative |
Katisas Feiicational —— dollars into a workforce training trust fund for
Tnstitutions. \r’einvestment in our schools. ,/I
IMPACT PROGRAM
REPAYMENT FUND

Comprised primarily of state
withholding tax revenue that is deposited
twice per year to pay debt service on
workforce training bonds.

|

Currently, upto 10 % of total | _ __ __ __ __ __ _ _
funding available to the IMPACT | 745B3 94 will raise the MPI
program can be used to service the | \cap Jrom 10 % to 20 %.

debt on MPI Projects. | T T T T T T

Total funding available to pay
debt service is 1.5 % of
statewide withholding taxes.
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Testimony on SB 394
House Economic Development Committee

March 9, 2004

Dr. Robert Masters
Interim Vice President of Academic Affairs

Good afternoon Mr. Chairman and members of the committee. My name is Robert Masters and I
am the Interim Vice President of Academic Affairs for the Kansas Board of Regents. I am here
on behalf of the Kansas Board of Regents to comment on SB 394,

General Overview

For years, the Kansas Board of Regents has maintained a viable partnership with the Department
of Commerce in serving the economic and workforce development needs of Kansas. Board of
Regents' staff work with Commerce staff on workforce training programs such as Kansas
Industrial Training (KIT), Kansas Industrial Retraining (KIR), and Investments in Major Projects
and Comprehensive Training (IMPACT). The Kansas training institutions have strong
partnerships with businesses throughout the state. Community colleges and technical schools and
colleges serve over 100,000 business employees annually. Course variety and accessibility to the
state’s 16 area technical schools and colleges, 19 community colleges, and seven universities
help Kansas business and industry remain competitive.

In the past, the IMPACT program brought businesses and the Kansas public educational
institutions together to jointly submit proposals for the creation of new jobs and meet training
needs of the workforce. These partnerships have been focused on the improvement of Kansas
basic industry and creation of jobs in Kansas.

SB 394 authorizes the Secretary of Commerce to make direct investments in educational and
related workforce development institutions for the purpose of promoting improvements in
workforce development, human capital, training expertise and infrastructure. SB 394 also
provides a mechanism for funding these initiatives. These two additions to the IMPACT program
should result in a more efficient and effective program with measurable outcomes. Technical
education and training available at the technical schools and colleges and community colleges is
frequently driven by the availability of human capital, training expertise, and infrastructure. SB
394 offers a visionary approach and mechanism to enhance human capital, training expertise,
and infrastructure while at the same time focus on meeting the needs of business and industry.

House Economic Deu:iopmen'f'
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In summary, the Kansas Board of Regents supports the goals and objectives of SB 394.
Authorizing the Secretary of Commerce to make direct investments in educational and related
workforce development institutions enhances the overall stewardship of the funds.

Thank you for the opportunity to comment. T will be happy to answer any questions.
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AN ACT concerning income taation: yelating o rnral husiness el
aptent tay eriddits: amending K.S AL 40-2503 anel 4028503 aul K504

2003 Supp. 7932017 ancl repealing the evisting seations

Be it enacted Iy the Legislatore of the State of Kansas:

Neav Section | () As nsed in this set: (1) “Contribntions”™ weans
and inchdes the danation of cash, services or property other thane used
clnthing in an amomt ar vahie of $250 or more. Contributions shaldl T
\‘uhlf,wll:w Felloves:

(A1 Stocks and bonds contributed shall be valned at the stoek market
price on the date of translor

(4 E3 ]‘»rz-rsrﬂml propetty items contributed shall be valued ot the lesser
of the iterns fair market valne or cost to the donor and may be inclosive
of costs inenrred in maldng the contribution. Such value shall not includde
sales ta

(€1 contributions of real estate are allisvable for eredit omly when
title of sueh real estate is in fee simple absolute and is clear ol any on-
enmberances: and

(DY the amount of credit allowable shall be hased upon the losser of
two cwrrent  independent appmisals conducted by state licemserl
appraisers:

2y “region” means multi-county areas us defined by the secretary of
COTITETU: _ '

(3 “regonal fonndation” means any organization in Kiansas thiat ddean-
onstrates capacity to pi wide economic {'lr:-x-‘a-lnpmr‘;-nt services to regions
as defined by this act. and: (A1 Has obtained a mling froom the internal
revenme sewive of the United States department of treasury that soch
ormniztion is exempt from income tasation under the provisions of see-
Fiomr S0 (0130 or SOT0CBY of the Toderal internad revenue code:

M1 has been designated as a commmity developanent company by

thee Dhiited States smadl brsiness administration:
it b Deeen desiemated as an ceonomin at '-\'r-|rta|=1m'1|l Jistrict Yot

Proposed Amendment
Representative Kuether
March 9, 2004
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S2A00 000 o Gseal vear 2005, $2.500.000 for fecal vear 2006 |
S2IKHLONE o [iscal year 2007, Each vegion as defined by this ast shall
receive an coual share of this allecation,

i Ay credits not sold by sneh regional Tonmations shall T ye-
el by the seeretary from such region and redistribnted to ather
regions that sold all eredits previonshy issied.

(61 The secretay shall anmally reviess and approve or disappres e Ui
proposal of each designated regional Toundation for comtinned eligihility
o tas erenlits, The dipartment of conmmerce retains that right to reclaim
credits in snelt cases the regienal fomndation closes ar there is disnion-
straterd viokation of the arganization’s policies, Changes to the investinent
policies of each regional foumdation are subject to appn weal of the
secTetary

(i1 The amonmt of eredit wllowed prirsvant to this act, shall not

50%

exoved T 5606 fFOGN ol the total wnount contributed during the tax-
able vear l-;v the tagprayer bo a regional formiclation appr meee| prirsmant e
this act

(20 1 the amount of the credit allowed by this act, exceeds the tax-
paver's income tax lishility imposed mnder the Kansas neome g act,
sueh excess amennt shall e refimded to the tagpayer,

fvi The provisinns ef this act shall be applicalle to all twable vears
heminming alter Decemboer 310 20003,

See. 2. K.SA 40-2803 s herebw amended to read as follovws: 4
2403, Ior the purpose af connputing the tax imposed npon life irnsorance
contipanies under the provisions of this act the term “net income”™ shall
mean the net tavable income for the preceding calendar year of snch
company as determined under the provisions ol section 902 of the internal
revenne code of 1954, as heretofore or hereafter amended. The term
“net ineome” shall not include dividends received from stock issued by
Kansas Venture Ca})ita[, Ine, to the extent such dividends are included in
the Kansas taxable income of a corporation, interest income an nhligations
of this state or a political snbdivision thereofl which is specifically exernpt
from income tas under the laws of this state authorizing the issuance of
such obligations. The term “net income™ shall include the amenmt of any
charitable: enntribation made to the extent the same is claimed as the
hasis Tor the eredit allowed prarsiant to KSA. TU-R2 1440, emed amend-
ments therete, The term “net inecome” shall include the amount of any
contribution made te the extent the same s claimed as the basis for the
credit ellowwed prrsiant to section 1. end amendments herefo, In case
thes entive boginess ol snch compuny is not franzactod within this state.
the net income for the parpeses al’ this aet shall B edoterminesd byl
tiplving sneh net incone Ty a fraction. the mmenataer ol which shall b
the preminins receiv o Tronm Bnsiness transacted within this state aned thie
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AN ACT estahlishing the Kansas center for entrepreneurship within the
department of commeree; providing for the membership and organi-
zation thereol: preseribing powers, duties and lunctions therefor: pro-
viding tax credits Tor investment in Kansas community entreprenent-

ship fomel.
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Spe. 2. As nsed in this act, unless the context clearly roquires oth-
arwiae: (a1 Cash investiment” means money or its oquivalent conlrilntecd
to the Kansas commumity entreprenenrship finel:

(b1 “eommunity seed capital fund” or “economic development o
ganization” means a not-for-profit organization prope vy nrganized under
Kansas statute to provide fiunds to start-np entreprenents thronel) Toans,
arants or agreentents with financial institutions:

fe) ”c]vpm'fmoul" means the department ol commereey

i) distressed eommumity” means an areain swhich 20% o1 more of
the popnlation of all ages for each censns tract loeated within the area
has an income helow poverty Jevel as rr'pnﬁud in the most rocently com-
lﬂr:-‘!m:i deeennial census [mh!ishr\{l by the United States burean of the
CeTIsuS:

(¢)  “investor” means a person making a cash investment in the Kansas

comimmnity ("llh‘(“["]'l‘f"ﬂ(‘llfsl]fp fundeehiehpersen ‘]..u!,f.l saean—aeered
* qu the tarmie-defnad in 17T CER230.504 ) in an amoant

jrad ippeaster:
of $250 or more:

() “Kansas business” means any business owned by an indivichal.
any l'nzil“tnc‘.rship_ association or {.‘nrlmmtinn domiciled in Kansas, or any
corporation, even il a wholly owned snbsidiary ol a foreign corporation,
that does business primarily in Kansas or does substantially all ol its pro-
cnetion in Kansas;

(g “qmalified entreprenenr” means an entrepremenr who has oxhib-
iteel 4 Anancial commitment to the basiness and whe has proven business
experience or who possesses either a bachelor or master of husiness ad-
ministration degree or whe has completed course waork as directed by the
Kansas conter for cntrf_'prr,'neurs]}ip that certifies the individual as a qual-
ified entrepreneur: ‘

(h)  “rural community’ means any city having a popnlation of fower
than 50000 or except as otherwise prm“l’r.fc"c], any unit wcomporated area,
Unincrnpnmtecf areas within any county havinga pnpu]utiun of more than
100000 are not eligible: and

(i) “secretary” means the secretary of the department of commoeree;
anl

(it “seed capital” means financing that is provided for the develop-
ment. telinement and commercialization of u prodnct. process or inno-
vation whether [or the startup of a new firm, the expansion or the restrue-
turing of w1 small firm,

Sec. 22, (n) There is hereby created a body politic gyithin the -

and corporate

IR
WY

, after consulting with the board of directors,

partiment af srnmnmr?_c_"‘fn he kmewn as the Kansas conter for entrepre-

lll-‘n]'ﬁhil‘, The goeretas of eommercelshall enter into a contractual agren-

e

The center’s exercise of all the rights, powers and privileges conferred by
this act and shall be deemed and held to be the performance of an

ment for the operation of the center.
it The center shall be governe| bar o board of 11 divectors, The

essential government function.

l6=2
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hoard of divectors shall be appointed by the secretary ol commerce and
shall be comprised of indiv iduals who have demonstrated entrepreneurial
success, including one member from each of the lollowing organizations:

(1) Three dl-—ldHT(-‘ entrepreneurs,

21 An apgric ultural entrepreneur knowledgeable in biosciences,

(3)  banking industry,

{(4) travel/tourisim mtlush)

(5)  enterprise lacilitation,

(6)  Kansas chamber ol commerce and induostry,

{7} Kansas small business development centers,

(8] Kansas technology entermrise corporation anel

(9)  uational federation of independent husinesses.

(¢} (1) Directors shall serve for a term of four years, except that, of
the members first appoiuted, three shull serve for a term of two yeurs,
three shall serve for a term of three years and two shall serve for a term
of four years.

{2)  Members shall be appointed for terms of four years and until their
suceessors are appointed.

(3)  In case of a vacancy in the appointive membership of the Kansas
center tor entrepreneur: alup a suecessor shall be appointed in like manner
and subject to the same qualifications and cundmuu_s as the original ap-

-—-Ed shall serve the remainder of the unexpired term
._Ed may appoint committees from its members as necessary

(e) The board of directors shall meet at least four times a year and at such
other times as it deems appropriate or upon call of the chairperson or
upon the written request of a majority of the members of the board.

®

—board meetings or committee

~=icenter

(j) A majority of the total voting membership of the board shall

constitute a quorum for meetings. The board may act by a majority

peintment of the member creating the vacancy?
() The secretary of conuneres shall organize and schedule the first
meeting of the hoard, at which time the board shall choose a che airperson
[?Ll—l_] an evecutive committee, The board of directors shall annually elect
an executive committee which may establish subconnnittees of the board

of those at any meeting where a quorum of the board is present.

(k) The board of directors shall:

a8 NeCessy

(1) Consult with and make a recommendation to the secretary

eB‘ Members of the board of directors attending flieetings or subeom-

concerning the awarding of the contract for the Kansas center for

mittedfmeetings thereal authorized by the [khansas center lor entrepre-

entrepreneurship;

neurshifshall be paid amounts provided in subsection (e) of K.5.A (5~
3223, and armendments thereto. :

@: Members of the board of directors, in their dealings with enter-
prises that may receive financing through the corporation, shall declare
any 11utunt1.1| ‘.f)]’lﬂl{_'t of interest ‘md dhatdm from voting prior to ta]unﬁ
any actions relating to that tmnmr_u@

ml The board of directors shall Tiold all hoard meetings within the
stdte ol Kansas,

() Members of the board of directors may serve multiple terins.

(i) A member appointed to the board of dnw.tms may be removed
!w the secretury Tor canse, statel in writing, ultm a he wing therean,

(2) make recommendations to the Kansas center for

’—" entrepreneurship regarding its policies and procedures;

| (3) review and evaluate the Kansas center for entrepreneurships’
annual report in light of this act’s purpose, policy and procedures
and current economic conditions, and, report its conclusions and
recommendations to the secretary and the center;

(4) advise the secretary regarding any matter of impropriety
involving the Kansas center for entrepreneurship of which it
becomes aware; and

See, # 4. () The purpose ol the Kansas community entreprenenr-
ship lrmed s to enhance the (uality of ll: for citizens of this state thumrrh
nereased avail: i|nlllh ol an acee ‘w'\l!llllh to ¢ xllilﬂ | articular l'a at e seed

(5) carry out any other advisory or oversight function the secretary
deems necessary to fulfill and further the purpose and intent of
this act.

te-3
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capital investment stage. enconraging wealll ereation throngh new johs
that increase the wage hase and promote new husiness development. The
specific prrpose of this act is to enconrage individials to fnvest in the
Kansas commmunity entreprenenrship frmel amel to ussist regional and com-
minmity organizations in providing seed fimding lor entrepreneurs, The
Kansas conter for entrepreneurship shall:

(1) Create and roview policies that faster support and grow tradi-
tional corporate. government, 11:mprnﬁt and |.1ni\rr*rsit}rf=-ﬁ+m]~wenfbﬂﬁhf'fx
entrepreneurs in Kansas:

(2] praide serve as the central portal for entrepreneurs seeking
Dusiness assistance and finaneing options in Kanvas by providing a
soamloss rosource center clearinghouse and referral sonree. to inchide
establishment of a wehsite and a toll free telephone number:

(3] eversee—eolahomtionamensal-stekeholder-orzanimtions: lead
collaborative efforts between education. research and outreach
sercices to serve pof'cniial enlreprencurs acrogsy the siate;

(4) 1nanage the Kansas community entreprenenrship frnd and de-
velop policies and procediires to assure that funds are distributed to ual-

ifiect entreprenenrs:

(5) arganize a summit to recommend policy to foster an economic
climate conducive to the development of an agricnitural bivscience
inclustry;

(6) worlt with the hoard of regents and Kansas hoard ol education ta
create training and coursework in (-*ntre]_n'@nourship for dissemination ta
clementary, secondary anel vocational-technical schools, commumity eol-
leges and umiversities: and

{7) prepare an annual report to the governor and the legistature de-
tafling the operational and fund activity of the center and recommending
a legislative agenda that will enconrage growth in entrepreneurship.

() The Kansas center for entreprenenrship shall have all the powers
necessary to achieve its purposes inchiding the power to make contracls
and execute all instriments necessary or convenient for carrying ont its
siness.

Sec. 4 5. {a)
private pnrmershx 3. ;
fimel the salaries and nperating expenses of the center, as well as research
and evaluation netivities conducted at the request of the executive or
legislative hranches, Private [inds shall he raised to support the ceonomic
development research and edheation programs aned related activities.

(ly The center My 1se the Kansus enmmunity entreprenenr fuml.
as dalined i sectinn 8. to carry nnt the prirposes of this act by awarding
fnes to regional and community ergaizations that provitde sees capital
te qualifierd entreprenenrs with an eplhasis en those lneated in dist rrssee]

The Kansas center for e‘ntreprr_—*mm1‘5:['11'11 is a p'nh]ic—
The state shall provide an annnal appropriation to

lo-4



SHOAD3-—Am.

anel rival commmmities. as delined in section 1. Up to 105 of the {fimd
halance on ‘]uly 1 of the year may ler nsex] lor operations ol the conter,
Awards of the remainder of the funds shall be made on a competitive
fisis,

(o1 The Kansas center for f-‘ﬂf1‘("]31'\“!1(‘I'Il"ﬂlli]? is anthorfzed o enterinto
comtracts with, and to receive donations. contributions and grants from
indlividuals, corporations, private foundations and other governmental and
nen-governmental entities for the purpose of flfilling its mission and
duties. It may also receive in-kind econtributions in the form r)i']_af"l“sonrwl_
services, ernipntent or other items of value,

(ib An annnal financial report shall be maile to the board of directors
which ftemizes and accounts for the receipt and expenditure of all state
anel nomestate fands and contrilnitions received,

Sec, 5 6. (w) All state appropriations to or grants of state appropria-
tinns to the Kansas center for entrr;rpr‘{-rlmlrship shall remain in the state
treasury nntil expended or transferred to other state agencies pursnant
tr the Kansas center for r.‘nl‘['epl_'m'wmrs]xip act,

{b) Except as 1:11\’5\%{1(-*(1 in subsection (a), all moneys received hy the
Kansas center for entrr-‘preneumh{p from gifts. donations, grants or any
other souree outside the state treasury may be placed in the state treasury
or may be maintained in interest-bearing acconnts in Kansas banks or
Kansas savings and loan associations untl 53;1)@11\*1&*:1 or otherwise disposed
of pursuant to the Kansas center lor r—».nh'{'pmnmtrsh1’['1 act,

Sec, 7. (a) The Kansas center for ffnn'opwnc\urship shall transmit
ammually to the governor, the secretary, the standing committee on com-
meree in the senate. the st:tmfing committes on economic dm-f.zlopn‘mnt
in the house of representatives. the joint committee on economic devel-
opment. and Kansas Ine. a rr.*pmt, in rcsimr.*vt to what tax eredits have heen
issned] during the preceding year and based on in farmation provided by
the regional or local conrunnmity seed capital find or economic develap-
ment agency deseribe the following: (1the manner inwhich the purpose.
as deseribed in this act, has been carried out, (2) the total grants given to
community seed capital funds or economie development agencies dnring
the preceding year and camulatively since the inception of this act. (3)
the nmumher of companies and jobs created or preserved by the grants
given under this act and their Tocation. and (4) an estimate of the multi-
plier effect on the Kansas economy of the grants made pursuant to this
aot,

fhi The centor shall he subject to an andit hy the legislative ivision
of post anelit, ' ' '

Sec. T8 (a\Excrpt as provided in subsection i) of section 1. and
amendments therotn, for members of the Kansas conter for entrepre-
nemship. the provisions ol article 32 of chupter 75 of the Ransas Statutis
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|f\nl|u?:dred any acts amendatory t]!f—‘l‘f-fﬂrtll'SETIJ])IE’.’IHI”II(:-!] thoveto, aned any

rles and regnlations adopted therennder, shall not apply to ollicers or

e ————SrSETn

Officers and employees of the Kansas center for entrepreneurship shall not

employvees ol the Kansas center for f"l]h‘(.‘171‘6‘!10111‘.‘:]!{ 1Subject to policies

estahlished by the Kansas conter lor vnh‘nprmmursh%p. the 111‘{'.=<ir]ﬂm o
the Kansas center for entreprenenrship or the president’s designee sliall
he anthorized to approve all travel and travel expenses of snch officers
and employees.

il Nothing in this act or the act of which it is amendatary shall be
comstried as plncin;{ any officer of the Kansas center for !‘]I[TE"E‘II\"-H('H?F]I]’['i
in the classified service nmder the Kansas pivil service act,

See, %0, {a)The Kansas conm mnu’t}'nnir(}lﬂ'(‘nmlrs]ﬁ]_} fund is herchy
created to which shall be eredited uny state funds spm:ifio:;l]}' so clesip-
nated. The secretary may hudget meneys to the Kansas comnumity en-
treprencurship fund from the economic development inftiatives fund s1h-
ject to appropriations. The seerctary also may eredit the fund with gifts.
donations, investiments or grants received from any souree, some ol which
shall ealify for the income tax credit allowed pursnant to this section
and amendments therete.

(h) Oversight and management of the Fund shall he pmviflnd by the:
Kansas center for entreprenenrship under guidelines developed andl im-
p]enmnted with the approval of the secretary,
the Kansas Statutes Anmotated on the Kansas taxable income of an in-
vestor and against the tax imposed by K.5.A. £0-252, and amendments
thereto. shall be allowerd for a cash investment in the Kansas comnmunity
!‘-"[lh'l:?'l'ifl'—‘l]?"lll'ﬁlii]_l fund. The credit shall he a total maximim amonnt oqual
to 30% of an investor’s cash investment in the Kansns eommunity entre-
pn-*n@urship fund. subject to the limitation set forth. This tax credit may
e used in its entirety in the taxahle year in which the cash investment is
made, except that, no tax eredit shall be allowed in a vear priot to 2004,
I the amount by which that portion of the credit allowed hy this section
excerds the imestor’s Hability in any one taxahle year. heginning in the
vear 2006, the remaining portion of the credit may be earried forward
st the total amennt of the eredit is usedd. Tf the investor is a corporation
having an election in effect under snbchapter § of the federal internal
revenue code or o partnership, the eredit pr'r.r\'idt'd by this section shall

hee elaimed hy the shareholders of these corporations or the partners of

a partnership in the same manner as these shareholders or partners ae-
commt for their proportionate <hares of the income or lnss of these cor-
porations or pztﬁm‘l‘&:l'ﬁps.

(i The secretary of tesvenne shall not allew tax credits ol nore than
50000 that are attributable to an individual investor of cash investments
in the Kansas eommmnity ent reprenenrship faned each vear, Tn nioevent

be considered state employees, as such term is defined in any other statute
or regulation, and shall be paid from appropriations to the center and
moneys allocated in sections 5 and 6, and amendments thereto, for salaries
and operating expenses.

fe) A credit ngainst the tax imposed by the Article 32. Chapter 79 of
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chall the total amonnt al tax crodits allowed under this section axvererd
£2.000.000 [or any one [iscal vear.

{c) EIE reasomable costs of the administration of this act and of the
jssnancn of tax credits anthorizerd hereby shall be reimbursed throngh

[ees pair_l by the Kansas cotnimnity f.'~.1tI.rr;*l_u'em_-*tlwhi[l find.

(h  The Kansas center [or nnh'w]u'mlr\ﬂrs:hip. along with the depart-
ment, shall develop a system for application [or registration ol an au-
thorization of tax credits anthorized pursnant to this act and shall comtrol
distribution af all tax credits to investors pursuant to this act. The Kansas
center for entrepreneurship. along with the department, shall ulso de-
velop rules for the administration of and dishursements from the Kansas
cammunity entreprenenrship fimel.

(g) The Kansas community 4_=r1tm[n'(:'m~nl‘sllip fund shall e distril-
uterd to regional or local community seed capital fimels ar economic de-
velopment agencies hased on the following criteria: (1) The organization
can provide n 4% match: (27 the organization pmﬁdes aplan that assures
grant finds will be nsed as sead capital for qualified entreprenens: (3)

the grant will be used in a distressed or rural community and (4) other

criteria as deemed necessary by the Kansas center for entreprenenrship.
See. 10. Three years from the effective date of this act. Kansas,
Inc. shall conduct a review of the center for entreprencurship and
the community entreprencurship fund to determine program and
cost effectiveness. A reporl. including findings and recommenda-
tions, shall be submitted to the legislature by January 1. 2008.
Sec. 8 T1. T any provision of this act or the application thereof to
any person or circnmstances is held invalid, the invalidity shall not affect
other provisions or applications of the act which can be given effect with-

ont the fnvalid provision or application. and to this end the provisions of

this act are severable,

Gee. 4012, 'This act shall take effect and be in foree from and alter

its p(ﬂ'ﬂi{-atinn in the statute hook.

The Kansas center for entrepreneurship shall be reimbursed for the
reasonable costs of the administration of this act and for the processing,
issuance and costs incurred in authorizing tax credits from the Kansas
community entrepreneurship fund.
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See. 2. As nged in this act, unless the condest elearly requires oth-

cpadses (o Cash Trvestinent neans neess o its £ tivalont contribated
tes the Kansas commmiby entispr nenrship Funel,

{“‘RQ‘ '..nu;tnllnil) soe] r,;llwl;ll Foel ™ o “ocomemic devel 1{!1]“-\!! [
calizalion e a unt—t'-»r-l-mi‘it prganization prope alv oraanized niler

Fansis statnte to provide fonds toostart-np entreprensurs tHirongh Toans,
vrants o arreeents with Tinanial mstitntions,
",

vl ”l]'\l'»lﬂlﬂi‘lll‘ nans He ’{“'E"‘|7'|'.]1IE.‘|!L o cormmerie.

ml istressed conmmnuity” means an areainochich 2000 or more ol

thee population of all ages for cacl consis tract Focatenl within the aen
B o inecetnne bueloss vty fenees] s l'wlml'l’.wi in the mest Tocenth cion-
pleted decennial census pblishied by the Ueitedd States borean of the
CEES

el Civestor” means aperson nking a cash investientin the Kansas
1

commmmity entreprenenrship fomned=s briehpre-raetepditiesstareted
e fprspe e et E RS ES e i g o n!

of S250 ar mare:
Mo R business” ieans any bostness ovae ] b an inedis ichinal.

any partnerslip association o corporation demnieiled m Konsas, or anv
corporation. sven il w wholl cwned aabsidiay ol a Faresizn corporation,
that <docs husiness primarily in Kansas or does substantialh all olits pro-
duetion in BKansas:

4] “epalified entreprencor means an entreprenear who hus exhib-
itedd Cinanial conanitinent to e bosiness anebswho s proven Bosiness

‘ \fln-]"ie-ne o o1 who I rRSEEReS vither o e hiclor or master ol hasiness ad-

ministration degree orsho has completod conmse work as iveetend b the
Kansas conter lor entroprencnrship that certifies the i Tiviclmad as o fpl:'ll-
Hied pntrepreneur:

Thi o rrad coannmndty” means any ity having apopulation of fewer
Phiany SOLAHEY oy l«'»;l;nglwt s otheraise E::'m'i.h-tl. Ay ‘lllillt"'?]‘l“f"ﬂl':‘ili o] are,
Unineorporated arcas within any connly livangea popuolation ol more e
L0000 are ot eligibile: anl

“-1'.*1"{ Tsecretany means the seerotny ol the t|l‘]>;ll".!|u 1t ol conmmerce:
.'tlu.l

M serd capital” means financing that is provided for the devidop-
ment. velinement aned commercialization of a product. process or fnne-
vation whether for the startup ofa new lirm, thie expumsion or the restrme-
tarine ol w suall fim,

Seeo 230 al Ther

is hereba creaded o holy |>e'\]itil:' within the o
parrtient ol commeree to e lmown as the Kansas conter for entrepre-

nenrship. The secr oy of connrmeree shall coter o o contractnal agree-
ment bor the aperation ol the conter,
b The eonter shall Be goerned Ty oo boared of 11 divectors, The

PROPOSED AMENDMENT
Representative Burroughs
March 4, 2004

“Banking industry” means banks, savings
and loan associations and credit unions;

(b)

AND RELETTER REMAINING SUBSECTIONS

Attachment ||

House Econemie Deuelopw\eat
2-G-04
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Tl ol divectnrs shall be :l‘]l].‘himw.il T the seeretary of vermmeree il
shall B conmnparise ol individnals whe hase deanmistrated entreprens nrial
aiccoss. inclnding one member fom each of the following organizations:

(10 Fhree at-large entreprenetivs,

Cr o Araoriondtural entrepreneny o leeleronile i Brioscivnees,
i bandang fndistre,

P traaelronrisoe sty

im0 enterprise facilitation,

(B Kansas chambior of commeree sl inedustry,

(T Kansas stall business developient centers,

P51 Kansas bochneloss enterprise corporatinn anel

i national federation ol ineependent Fopsinessies,

fet i b Elrectors ahdl serve forr o Lo af Lonr years, ‘(ﬂ.‘-“!ﬂ ”I-‘ll, ol
e netnbors Tivst appointed . three clil] serve Tor o berm ol bw vears,
thpeas shall serve Tor a term o threse vears anel ks sliall serne Far ot
aof fonne vears '

(20 Nelwers shall b app ke or terns of I-":IH"\P:.U':\‘ anelnntil thiin
SUCCHFEOTE (1 il l]_"*iﬂl\f'll.

1 I cose of avacaney i the appointeae o mbersliips ol the Kansas
conter lor endreprenentship. siecessor iall b appemted in Bl manane
and snbiject to the same alifications aned conditions as the oviginal up-
pointient of the member creating the vacanoy

(D Tl sveretary of commerce shdl orguize aned sehedile the fivst
mecting of the boarel it swhich tine e hoard shall choose achairpersen
anel an exeentive eomumitter. The board of dircetors shadlannally it
an eseontive conmmittes wlich may estabilish atibennmittecs of e hoard
A AT R Y | _'-.“

ier Membiors of the hogrd of divectors attending imeetings or auherin-
ittee meetings thereal anthortzed By the Kansas conter for entropre-
neurship. shall e paicd smennts prm'i-l-. i subsection (o) of KSAT3-
225 aed aonenchiments thereto,

(0 Members of the board of divectors, in their dealings with enter-
prises thal ey receive fancing through the corporation. shall doelare
any potential comflict of intenest anel ahstain fromn voting prior to taking

sy actions telating o that transaclion,

(g) Before assuming office, each person
appointed as a member of the board of
directors shall complete and file with the
office of the secretary of state a statement
containing the information required in a

tw)  The board ol divectors shall ol all el mueetings within th
stute o Kansas.
e Members of the Boared of dirctors nay serve multiple terns,
WA wmetnber ;zlllminl'r-r.i tos the hoard of directors may he rernimed
I ther secrotary Tor canse, stated inwriting, after a hearing, therenn,
Sov, 3.4 () The purpose ol the Kansas conumumity enfrepredeur-
=hip fnd s to enthance the euality ol Tile Tor eitizens of this state Unrongh
fereaged availability of an aceessihility o capital. l"6!1"t"i(‘l..l|&ll'|"\" at thee seed

1 statement of substantial interest pursuant to
K.S.A. 46-247, and amendments thereto;

(h)

AND RELETTER REMAINING SECTIONS
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aned roval commanities, as defined inosection T Up 1o 107 al the tinwl
Balance o July 1ol the s may b nseel for aperations of the centen
Averls of the remaimder of the Tuneds shall e nnke o a cornpetitive
’l.]&i&

(ot The Kansas conter for enfre pronenrsip pranthorizedd toonter inte
combracts with, anel to receive donations. contribmtions aued gronts from
inclividals, comorations, private Lo aetions sued ot ber aovornmental and
nemieg e rnmental entitios for thee prrpeose of tlfilling ite mission anl
Jdutice. ooy also receive insldnd contributions in the Torm ol pe sonrl,
setvices, couipinent or ather items of value

fel An annual oancial veport shiall B mrede to the Bl ot divectons
which iternizes aned aceomits Tor the receipt ud ¢ spoenditure ol all state
anel nomestate funds and contribaations veceivedd

Se &6 ad All state appropmiadions tooor grants of state appropri-
Fions o tHie Kansas conter [or entropreenvship shiall ronain in the state
treasury unhl expendsail or translerred to ather state agencies pursuant
o the bamsas conter for entre -ln‘~-|‘u-‘||z'5~'|nlw act.

th Fowe M as [rrevi leel i snbsection i all wmoneys received by th
Kansas center for entroprencorship om gilts, domations. grants or
otlier sonree antsicle e state froasory may be [_llllf el iy the stabe troasny

ot bee nsintained i inferest-hewing aceennts in Kansas banksor) /

Fonsas savings aned loan associations Antilespendid orntherwise disposed
of prsnant to the Kamsas conter for entreprenenrship aet.

See, & 7. a0t The Kansas conter [or entreprenenrship shall transimit
annually to the governor the seeretany. the stancdives committoes on com-
meree in e serate, the stanling eommitiee on econmnie desvelopiment
iodnt cormmtton on coonone clowrl-

i the honse of representatives. the
ap et aned Kansas Ineoareport, in respeeet towhiat tas creddits bave hoen
ssned during the preceding vear and hased ancinformation provided by
the rogional o1 loeal commnnity seed capital fimed or seonomie desedap-
nert ameney deseribe the Tolleaving: £1he nunmer inwhicl the prrpose.
a deseribed in this act, has been carried ont, 121 the total grants given to
commnity sevd capital funds or ccenomic development agencies during
the preceding vear und comulatively sinee the inception of this act, (31
the number ol companics and jols created or preserved by the mrants
criven nmeder this act and their Tocation, and (41 a0 estinate of the muli-
plicr effect on the Kansas cconotmy of the grants macle prvsnant to this
el

i The center shall be snbject to ancandit by the legislative division
l![.lmrs.\'f andit

S T80 G Faxeept as provided in subsection (o} of section 1w
anendients thereto, Tor members of the Kansas conter lor entviepre-
nenpship the provisions of artiele 32 of chapter 75 of the Kansas Statules

or Kansas chartered credit unions
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