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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2010 LEGISLATIVE SESSION Bill Version; CSHB 363 (L&C)
() Publish Date:
Identifier (file name):HB363CS(LAC)-CED-AIDEA-3-24-10 Dept. Affected: DCCED
Title AIDEA Membership RDU AIDEA
Component AIDEA operations
Sponsor Community and Regional Affairs
Requester House Finance Committee Component Number 1234
Expenditures/Revenues (Thousands of Dollars)
Note: Amounis do not include inflation unless otherwise noted befow.
Appropriation
Required Information

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services 3.0 3.0 3.0 3.0 3.0 3.0
Travel 19.8 19.8 16.8 19.8 19.8 19.8
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 22.8 0.0 22.8 22.8 22.8 22.8 22.8
[EAPITAL EXPENDITURES I ] [ I [ | | |
[CHANGE [N REVENUES ( ) | [ | [ | | [ |
FUND SCURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

1102 AIDEA Cormp Receipts 22.8 22.8 22.8 22.8 22.8 22.8
TOTAL 22.8 0.0 22.8 22.8 22.8 22.8 228 |

Estimate of any current year (FY2010) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: {Attach a separate page if necessary)

This bilf changes the AIDEA board membership from the Commissioner of Revenue and the Commissioner of Commerce
Community and Economic Development and one other commissioner (currently the Commissioner of Transportation} and
2 public members to the Commissioners of Revenue and Commerce Communiity and Economic Development and five
public members each of whom have with expertise in private sector business and possesses demonstraled leadership

skills.

Public members of the authority receive $100 compensation for each day spent on official business of AIDEA and may be
reimbursed for actual and necessary expenses at the same rate paid to members of state boards under AS 39.20.180.
Two additional public members has an estimated increased costs of 10 official business days * 3 members * (100) =
3,000 for compensation ; (600 + 60) * 10 *3 for trave! and per diem = $19,800.

Prepared by:  Sara Fisher-Goad, Deputy Director - Operations Phone 907-771-3012
Division Alaska Industriat Development and Export Authority Date/Time 3/24/10 12:00 AM
Approved by:  Emil Notti, Commissioner Date 3/24/2010

Commerce, Community and Economic Development

Page 1 of 1

{Revised 11.6/2008 OMB)




ALASKA STATE LEGISLATURE

House Community & Regional Affairs Committee

Rep. Cathy Mufioz, Co-Chair Rep. Bob Herron, Co-Chair

State Capitol Building, Room 411
Juneau, Alaska 99801

State Capitol Building, Room 409
Juneau, Alaska 99801-1182
Phone (907) 465-3744 Phone: (907) 465-4942
Fax (907) 465-2273 Fax: (907) 465-4589
Rep_Cathy_Munoz{@legis.state.ak.us Rep_Bob_Herron@legis.state.ak.us

Sponsor Statement

CS House Bill 363 (L&C), AIDEA BOARD MEMBERSHIP

The Alaska Industrial Development and Export Authority (AIDEA) is a public
corporation established by the Legislature with the purpose of promoting,
developing, and advancing the general prosperity and economic welfare of the
people of Alaska. It is a billion dollar corporation, with assets split in thirds
between investments, loans, and development projects.

Currently state law mandates the five-member board consist of the
Commissioner of Revenue, the Commissioner of Commerce, Community, and
Economic Development, another department head appointed by the Governor
(currently the ADOT commissioner), and two public members also appointed by
the Governor.

CS HB 363 (L&C) changes the makeup of the board of directors of AIDEA to:
o Commissioner of Revenue
s Commissioner of Commerce, Community, and Economic Development
« Five private sector members with expertise in private sector business and
demonstrated leadership skills

The goal of the restructure is to put private-sector strategic leadership at the
helm of the state’s development financing corporation. This will enable AIDEA to
engage proactively in the development projects that should occur in the state of
Alaska. In addition, the expansion to a 7-member board will allow AIDEA to form
subcommittees and to represent a broader spectrum of industries and regions of
Alaska.
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ALASKA STATE LEGISLATURE

House Community & Regional Affairs Committee

Rep. Cathy Muiioz, Co-Chair Rep. Bob Herron, Co-Chair

State Capitol Building, Room 411
Juneau, Alaska 99801

State Capitol Building, Room 409
Juneau, Alaska 99801-1182
Phone (907) 465-3744 Phone: (907) 465-4942
Fax (907) 465-2273 Fax: (907) 465-4589
Rep_Cathy_Munoz@legis.state.ak.us Rep_Bob_Herron@legis.state.ak.us

HB 363, AIDEA BOARD MEMBERSHIP
Changes from HB 363 to CS House Bill 363 (L&C)

P.1, lines 6-12 intent language added for the Board to be as broadly
representative of Alaska's diverse regions as practicable and likewise broadly
representative of the industries most important to Alaska.

P. 2, lines 1-6 the board of directors of AIDEA consists of:
o« Commissioner of Revenue
¢ Commissioner of Commerce, Community, and Economic Development
¢ Five public members

(The original bill. Commissioner of Revenue and four public members)

P. 2, line 6-8
The public members must have expertise in private sector business or industry,
or both.
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ALASKA STATE LEGISLATURE

House Community & Regional Affairs Committee

Rep. Cathy Muiioz, Co-Chair Rep. Bob Herron, Co-Chair
State Capitol Building, Room 411
Juneau, Alaska 99801
Phone: (907) 465-4942
Fax: (907) 465-4589

State Capitol Building, Room 409
Juneau, Alaska 99801-1182
Phone (907) 465-3744
Fax (907) 465-2273

Rep_Cathy Munoz@legis.state.ak.us Rep Bob_Herron@legis.state.ak.us
MEMORANDUM

Date: April 5, 2010

To: Representative Bill Stoltze, Co-Chair

Representative Mike Hawker, Co-Chair
House Finance Committee

From: Rep. Bob Herron, Co-Chair
Rep. Cathy Mufoz, Co-Chair

RE: CS House Bill 363 (L&C), AIDEA MEMBERSHIP

| respectfully request a hearing for CSHB 363 (L&C), “An Act relating to the
membership of the Alaska Industrial Development and Export Authority.”

HB 363 puts five public members with expertise in private sector business and
demonstrated leadership skills on the AIDEA board. This will enable AIDEA to
engage proactively in the development projects in the state of Alaska.

List of Expected Witnesses (Amended 4.5.10):

¢ Rob Earl (staff to Rep. Herron) and Erin Harrington (staff to Rep.
Austerman) — Presenting together in Person
Ted Leonard — AIDEA Executive Director — In Person
Wayne Stevens — State Chamber of Commerce — In Person
Sara Fisher-Goad — AIDEA/AEA {Available for questions on the fiscal
note)

If you have any questions or need additional information, please call Rob Earl at
465-5141.
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¥ Sean Parnell, 10th Governor of Alaska hitp://gov.alaska.gov/parnell/services/boards-commissions/board-fact...

AT DER

Boards & Commissions Factsheets

Industrial Development / Export

Board: Alaska Industrial Development and Export Authority (AIDEA)
Board identification number: 050

Department: DEPARTMENT OF COMMERCE COMMUNITY AND ECONOMIC DEV
Authority: AS 44.88.030

Status: Active

Sunset date:

Reguirements: Financial Disclosure

Prohibltions: None

Term: 2 years

Description: 5 members - 3 appointed by Gavernor: 2 public members, and 1 head of a principal department of the Executive Branch or
designee; plus the commissioners of the Department of Revenue and the Department of Commerce, Community, and Ecenomic Development
or their respactive designees; members elect chair,

Function: To promote, develop, and advance the general prosperity and economic welfare of the people of Alaska; to relieve problems of
unemployment, and to create additionet employment, by providing various means of financing and by facilitating the financing of industrial,
manufacturing, power transmission intertie, export and business enterprises and other facilities within the state through loan participation and
lcan guarantee programs, as well as owning specific facilities that create basic sector employment and enhance economic development in the
state.

Chair: Members select,

Special facts: Public corporation; has ability to own and operate public use facifities which advance goals of Autherity; quorum-maijerity; minutes
of each meeting to Governor/Legislative Budget and Audit,

Compensation: Standard Travel and Per Diem. Public members recefve $100 per day plus travel and lodging.
Meetings: 12 meetings per year.

For further information contact:

Mr. Ted Leonard

Executive Director

Alaska [ndustrial Development and Export Authority
813 West Northern Lights Boulevard

Anchorage, AK 99503

Phone: (807) 269-3050, FAX: (907) 269-3044

Industrial Development / Export Roster
Go to the Industrial Development f Export Home page

We appreciate your interest in boards and commissions. For further information contact the boards and commissions staff at (907) 465-3500
or at boards@alaska.gov.

© Copyright 2010, State of Alaska, all rights reserved

3/12/2010 11:26 AM
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§ Statutes

§ Regulations
§ By-Laws

§ Policies

§ FAQs

§ Related Links

AIDEA 2010 Board Meeting Schedule

Wed. March 17, 2010

meetings will be held on Wednesdays at 10:30 a.m. unless otherwise indicated*

Wed. April 28, 2010
Wed. May 26, 2010
Wed. June 23, 2010

Wed. August 11, 2010
Wed, September 22, 2010
Wed, October 20, 2010
“Friday December 3, 2010

NOTE: These dates and times are subject to change or cancellation. Please check back frequently for
updated information. Meetings are held at the Authority's offices at 813 West Northern Lights Blvd.
unless otherwise stated. If you have any guestions, please contact Brenda Fuglestad at (907}

771-3008.

AIDEA Board Meeting Minutes Archive

AIDEA and AEA share a five-member Board.

Mr. Patrick Galvin
Commissioner
Department of Revenue
Appointed: 12/4/2006
Elected Chair: 11/10/2008

Member. Chair.

Commissioner, Alaska Department of Revenue. was appainted
Commissioner of the Depariment of Revenue by Governor Sarah Paiin
effective December 4, 2006. Before his appointment he served as a
Petroleum Land Manager for the Alaska Department of Natural
Resources, Division of Oil and Gas. His responsibilities included
managing the oil and gas leasing and licensing programs, lease
administration, and oil and gas permitting for the division, His education
background includes a Bachelor's degree in Visual Ats and Quantitative
Economics fram the University of California, San Diego, a Law Degree
from the University of San Diego, and an MBA from San Diego State
University. Prior to his position at DNR, Mr. Galvin served as Direcfor of
the Division of Governmental Coordination, overseeing the Alaska
Coastal Management Program. Previously, Mr. Galvin was a privale
practice attorney focusing on municipal, corporate, and tribal law.

P.Q. Box 110400

Juneau, Alaska 99811-0400
907-465-2300

(fax) 907-465-2389
patrick.galvin@alaska.gov

Designee for Commissioner Galvin is
Deputy Commissioner for Treasury Jerry Burnett

3/12/2010 1:50 PM
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Mr. Michae! T. Felix
{Public Member)
Appointed: 06/25/2009
Expires: 06/30/2010

Mr. Emit Nott
Commissioner
Departiment of Commerce,
Community and Economic
Development

Appointed: 12/13/2006

Mr. Leo von Scheben,
P.E.,, LS., MBA.
Commissioner
Department of

hitp:/fwww .aidea.org/directors.himl

Member.

Mr. Felix was appointed to the Board on May 29, 2009. Since February
2002, Mike Felix has served as president of AT&T Alascom, a
wholly-owned subsidiary of AT&T, Inc. He has almost 35 years
experience in various areas of the telecom and high-tech industries,
having held several senior management and board positions in public and
private companies. He began his career in 1975 at Tampa Electric
Company, where he served in various management and engineering
roles. In 1982, he was one of the founding employees at what is today
Sprint ~ where he held several technical and management leadership
positions, From 1992 to 2001, Mr. Felix served as CEO or COO of several
venture capital-backed startups in the telecom and software spacs. From
1889 to 2001, he also served on the boards of four start-up companies,
and thres private schools.

Mike is a graduate of the University of South Florida witha B.S. in
Electrical Engineering. He and his wife, Bethany, currentty reside in
Anchorage, Alaska and have three aduit children. Mr, Felix currently
serves on the University of Alaska Foundation Board, the board of
Commonweaith North, the Foraker Group Governing Board, and as an
Honorary Commander for the 3rd Wing of the US Air Force at Elmendorf
AFB

505 East Bluff Drive
Anchorage AK 98501
507-264-7659
mifelix@alascom.att.com

Member.

Commissioner, Department of Commerce, Community and Economic
Development, Gavernor Palin appointed Emil Notti as Commissioner on
December 13, 2008. Mr. Notti is an engineer, prominent Alaska Natve
leader and Alaska public servant.

He graduated from Northrop University with a dual degree in aeronautical
and electrical engineering. His extensive background includes first
president of the Alaska Federation of Natives during which he was an
instrumental player in establishing the state's Native corporations; past
president of Doyon Limited; former Commissioner of the Department of
Community and Regional Affairs under Governer Sheffleld; 30-year board
member with the National Bank of Alaska; and Veteran of the United
States Nawy,

Born in Koyukuk, Notti holds an Honorary Doctorate degree from Alaska
Methodist University

P.0. Box 110800

Juneau, AK 99811-0800

gth Floor State Office Building
{907) 455-2500

Fax (907) 465-5442
emil.notti@alaska.gov

Member.

Commissioner, Leo von Scheben, 65, is a registered professional
engineer and land surveyor who has lived in Alaska since 1963. He
received his B.S. degree in industrial Engineering from the University of
Florida in Gainesville, a 8.8, degree in Civil Engineering from Bradley
University in Peoria, linois, and a MBA from the University of Alaska
Anchorage. He was one of the four founding partners of an architectural,
engineering, fand surveying and planning firm with offices in Alaska and
the Pacific Nerthwest,

He has represented the Society of American Military Engineers on the
Anchorage Post industrial Liaisgn Committee, member of the 2006
S.AM.E. Executive Group and Commissioner to the Alaska Private
Industry Council. He was voted Alumni of the Year by Bradiey University.

3/12/2010 1:50 PM




- AIDEA Board Members hitp://www aidea.org/directors.html

Transportation and Public  He belongs to the American Society of Civif Engineers and the Alaska
Facilities Society of Professional Land Surveyors.

Appointed; 61/12/2007
Reappointed: 05/29r2009  Von Scheben was featured in “How to Form a Successful Design/Build

Expires: 06/30/2011 Alliance" in the January 2008 edilion of the Professional Services
Management Journal PSMJ).

3132 Channael Drive

Juneau, Alaska 99801-7898
(907) 465-3900

Fax (807) 586-8365
leo.vonscheben@alaska.gov

Member. Vice-Chair,
Mr. Winther was appointed to the Board of Directors on July 1, 2003. He
was born in Falrbanks and raised in both Fairbanks and Juneau. He is a
lifelong Alaskan who graduated from Lathrop High Schoo! and has
resided in Petersburg since 1972. John has been in the commercial
fishing business for 39 years, owning his own business for 35 of those
years. He is currently the managing pariner of Prowler Fisheries, based in
i Petersburg, Alaska, and also owns a crab vessel that fishes the Bering
Mr. John R. Winther Sea. He is the founder and chaiman of Winstar Petroleum; an Alaskan

\ -

{Public Member) owned independent oil company with acreage on the North Slope. John
Appointed: 07/01/2003 served as director of kicla Seafoods from 1980-1992 and also served on
Appointed Vice-Chair the North Pacific Fisheries Management Council from 1953-1989.
812312007

Reappointed: 09/21/2007

Expires: 06/30/2009 ;?cz).sao:;rggecond Street

Reappointed: 05/26/2008  patershurg, AK 99833

Expires: 06/30/2011 (907) 772-4835

Fax; (907) 772-9385
frwinther@aol.com
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Last updated: 2123110

873 West Northarm Lights Bodloverd, Anchorage, AK 93503
907-771-3000 (Phone) 807-771-3044 (Fax) Toll Free (Alagka Only) B88-300-8534

Home | Programa | Projects | Statutes, Regulations, By-Laws & Policies | Board of Directors | Cortacts | Publications | FAQs | Links
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executive summary

Background

AIDEA began a process in late 2008 to develop a strategic
plan to establish how best to support the purpose of the
Authority in assisting with economic development, job
growth and job diversification in the state. Western Financial
Group, along with Northemn Economics and Gordon Davis,
were engaged to work with AIDEA’s management and
staff to assist in the development of this strategic plan
for AIDEA as well as to establish tools for an ongoing
strategic planning process for the Authority. The process
for developing the plan included all AIDEA staff, the Board
and many outside stakeholders — both public and private.

In support of the development of the plan, the following
activities were completed.

» An "envirocnmental scan” was conducted to determine

AIDEA’s current role, perceived needs and roles, etc.

» AUSWOT” ("Strengths-Weaknesses-Opportunities-

Threats”) analysis was developed for both AIDEA and
the Alaska economy

» Areview of economic development finance "best

practices” both nationally and internationally was
compiled

» A series of potential strategies, financing tool menus

and analyses were drafted

» Avision plan and a set of supporting objectives were

developed

» Feedback and input from AIDEA’s board, management

team, AIDEA staff, and outside stakeholders including
banks and other economic development agencies was
obtained

It is anticipated that with the Board’s consensus, AIDEA
and the Western Financial Group will establish a permanent
strategic planning function as well as implement certain
immediate initiatives during the 2010 calendar year.
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Summary of AIDEA's Mission & Strategic Vision

AIDEA’s Mission

Early findings of the environmental scan provided some useful guidance on AIDEA’s mission. While it has
been recognized that AIDEA’s strengths lie in its ability to bring financing to important projects in Alaska,
the Authority is often criticized for being too reactive while many parties believe it should take a more
proactive approach to econemic development in the state.

At its March 13, 2009 meeting, AIDEA's Board modified the Authority’s mission statement to place a
more direct emphasis on economic development:

The mission of the Alaska Industrial Development and Export Authority is
to promote, develop and advance economic growth and diversification in

Alaska by providing various means of financing and investment.

AIDEA’s Strategic Vision

Even though AIDEA is a semi-independent authority from state government, its most effective role as
an instrument for economic development will be realized if it partners with the state assuming the role
as the primary financing arm for the state’s comprehensive long term strategy for economic growth and
stabilization.

To maintain its standing in the financial community, AIDEA will remain semi-independent from state
government but through intergovernmental agreements and a central coordinating role, it will seek out
and create if necessary, a full range of funding and financing options to implement economic development
initiatives.

AIDEA will bring to the development and implementation of statewide economic growth strategies, a
rigor of feasibility analysis that will ensure the greatest chance of success.

Consistent with the new mission statement as well as with the feedback from our stakeholders, AIDEA’s
strategic vision is to actively partner with Alaskans as a dynamic resource in statewide economic
development. In order to fulfill this vision AIDEA will implement the following initiatives:

» Diversify and grow AIDEA's assets to support economic development

» Improve AIDEA’s existing programs and add targeted new economic development
financing tools

» Expand the deployment and impact of AIDEA's economic development financing

Further development of these initiatives, along with a series of 2-3 year objectives for each element are
detailed in the body of this report.

AIDEA | STRATEGIC PLAN
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executive summary

Summary of the SWOT Analysis

In order to provide a context for the development of
the AIDEA Strategic Plan, a “Strengths-Weaknesses—
Opportunities — Threats” (*SWOT "} analysis was conducted
both for the Alaska economy and for AIDEA itself.
Although the purview of the Plan is limited to AIDEA's
role in economic development finance, an understanding
of how Alaska fits in the national and world economy, as
well as how outside economic trends will affect Alaska, is
necessary background for an understanding of AIDEA’s
role going forward.

Highlights of the SWOT for the Alaska economy include:

» While the Alaska economy continues. to cut-perform
the U.S. overall, the global recession in all sectors does
present potential risks for Alaska. The last year has seen
25-35% reductions in wealth, trade, industrial production,
as well as very high volatility in commedities prices,
including the key Alaska sectors of oil and minerals.

» It is too early to determine whether these global factors
will result in secular (long term) restructuring of certain
sectors and markets or will have only short-term effects,
and to what degree those effects will influence the Alaskan
economy. So farin thisrecession, credit market conditions
and access to capital in Alaska remain considerably more
favorable than in the rest of the country.

» The "1/3 Qil, /3 Federal, 1/3 Other (mostly resource-
based)” structure of the Alaskan economy provides both
positive and negative potential for future growth. Because
both oil production and federal programs tend to remain
fairly stable, they can be a continuing foundation for the
Alaskan economy. Continued relatively high projected
levels of construction, for example, indicate that the oil
and federal sectors are providing that foundation despite
the global recession. Volatility of oil prices, rapidly
declining oil production and declining Congressional
influence could, however, undermine the future support
of that foundation. Commodities price volatility also
makes the other resource-based segments of the Alaskan
economy less certain,




» Regional and urban/rural differences are exacerbated in Alaska. Because of the distances, topography
and climate, the geography of the Alaska economy is challenging. Layered on top of the geographic
challenges is the relatively recent introduction of a functioning cash economy to many of the more
remote parts of the state. The multiple major differences among Alaska regions resuit in an even
greater challenge to economic development than the “normal” urban/rural and state regional
differences present in most Lower 48 states.

Highlights of the SWOT for AIDEA include:

» AIDEA's financial reserves and access to capital provide considerable capacity to support economic
development financing for the state.

» AIDEA's institutional capacity (finance, project development, commercial lending) also provide
potential for an expanded role, particularly in an environment where alternative funding / financing
sources are under stress from the global financial markets upheaval.

» AIDEA's relatively limited statutory scope prevents {or hampers) participation in certain types of
economic development finance activities pursued by similar agencies in other states.

» The lack of an overall strategic plan for Alaska economic development, and AIDEA’s relfatively passive
stance in recent years, along with potential overall state budget constraints are barriers to expanded
AIDEA participation in major projects.

1550 AIDEA | STRATEGIC PLAN 7
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executive summary

Themes from the Environmental Scan

The environmental scan, which gathered information
regarding AIDEA from both inside and outside AIDEA and
from both public and private sector sources, identified
some themes about perceptions of AIDEA, ideas for
AIDEA's future role and opinions about AIDEA programs.

In summary:

» AIDEA is perceived as competent and is a respected

participant in the Alaska economy, although there remain
significant, particularly private sector, economic actors
that are unaware of AIDEA’s mission, role and programs.

» AIDEA is viewed by certain economic development

parties as reactive or passive, and by some as subject
to potential political interference, or not sufficiently
coordinated with other state agencies.

» ldeas about AIDEA's future role in the state’s economic

development activities were, for the most part, consistent
with AIDEA’s current program priorities — project financing
and commercial lending support. Some respondents
promoted the notion of a more active role for AIDEA in
overall state economic development leadership.

» When asked about AIDEA’s programs, there was a

consensus from scan participants that AIDEA should
take a more active approach to project development
— particularly in developing infrastructure supporting
minerals, gas, fisheries and other marine activities. There
was also interest in expanding AIDEA's role as a lender
alongside the banks, and potentially in providing capital
for early stage companies.

» Multiple responders also favored an approach with

AIDEA developing new programs for rural economic
development.
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Highlights from Best Practices Review

The consulting team'’s review of best practices in economic development finance identified consistent
patterns in structural approaches to economic development, in strategies, and in financing “tool kits".

While many different structural approaches, some common elements of successful economic
development strategies include:

» Large stakeholder organizations, engaging key players from both the public and private sector

» Organized, long-term strategic planning efforts

» Designated lead agencies with both authority and responsibility for meeting economic development objectives
A number of common strategic approaches also dominate, including:

» Identification of key “traded-sector” (exporting) industry sectors and formation of “clusters” aimed at
fostering growth in each individual sector.

» Development of, and management to, “theme” based vision, mission, goals & strategies, often
through selection of target industries or categories of industries, for example “sustainable” or
"creative”. In some cases, these strategies also involve initiatives to “brand” a state or region’s
products in order to improve export market share,

» Finally, some of the most successful strategies have developed sophisticated metrics to measure
the effectiveness of strategy elements and to provide goals and targets for the overall economic
development effort. These measurement systems often include environmental, social, cultural and
other benchmarks as well as the traditional measures of investment, jobs and income.

Similarly, the most successful economic development programs draw from a comprehensive toolbox of
economic development financing tools, with particular emphasis on:

Grants, tax abatements, tax credits / rebates Infrastructure financing
Loan guarantees / participation Special condition lending / credit support
Public/Private partnerships Venture capital & seed equity funds

While it should be emphasized that no state exempilifies all of the best practices in structure, strategy and
financing, many states are working toward adopting best practices in all of these areas.

AIDEA's strategic plan team has evaluated the best practices overall with the intent of adopting only

those elements most applicable to AIDEA’'s mission and roles and to the Alaska economic development
environment.

AIDEA | STRATEGIC PLAN q
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AIDEA mission &
strategies

AIDEA’'s Mission

For the last several years, AIDEA’s mission statement was:

The mission of the Alaska Industrial Development and
Export Authority is to provide various means of financing
to promote economic growth and diversification in Alaska.

As a key element of the current AIDEA planning process, an
"environmental scan” was conducted to gather information
on outside perceptions of AIDEA’s role, performance and
direction. Early findings of that scan provided some useful
guidance on AIDEA’s mission.

While it has been recognized that AIDEA’s strengths lie in
its ability to bring financing to important projects in Alaska,
it is often criticized for being too reactive when it is clear
from the statutory foundation that it was intended that
the Authority would take a more proactive approach to
economic development in the state. At its March 13, 2009
meeting, AIDEA’s Board modified the Authority’s mission
statement to place a more direct emphasis on economic
development:

The mission of the Alaska Industrial Development
and Export Authority is to promote, develop and

advance economic growth and diversification in

Alaska by providing various means of financing
and investment.
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While this re-emphasis on the underlying objective — economic development — appropriately steers overall
planning, the changed emphasis also involves some risk. The Authority prides itself on the strength of its
balance sheet; on the performance of its investments and on its credit rating and standing within the credit
markets. By moving beyond its current role, AIDEA risks that some of its efforts to promote economic
growth and development in the state might fail, potentially jeopardizing its high standing in the financial
communities. Any strategy that takes AIDEA into new ventures must be done in a way that continues to
protect its standing in the financial community since that standing is as critical to its overall success as an
arm of the state for economic growth, development and stabilization.

AIDEA’'s Strategic Vision

Even though AIDEA is a semi-independent authority from state government, its most effective role as
an instrument for economic development will be realized if it partners with the state assuming the role
as the primary financing arm for the state’s comprehensive long term strategy for economic growth and
stabilization.

To maintain its standing in the financial community, AIDEA will remain semi-independent from state
government but through intergovernmental agreements and a central coordinating role, it will seek out
and create if necessary, a full range of funding and financing options to implement economic development

initiatives.

AIDEA will bring to the development and implementation of statewide economic growth strategies, a
rigor of feasibility analysis that will ensure the greatest chance of success.

Consistent with the new mission statement as well as with the feedback from our stakeholders; AIDEA’s
strategic vision is to actively partner with Alaskans as a dynamic resource in statewide economic
development. In order to fulfill this vision AIDEA will implement the following initiatives:

1. Diversify and grow AIDEA’s assets to support economic development

2. Improve AIDEA’s existing programs and add targeted new economic development financing tools

3. Expand the deployment and impact of AIDEA’s economic development financing

Further development of these initiatives, along with a series of 2-3 year objectives for each element are
detailed in the following sections of this report.

AIDEA | STRATEGIC PLAN
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diversify & grow AIDEA’s
assets to support
economic development

1 Diversify & Grow

In order to maintain AIDEA's capacity to support existing
programs and expand economic development financing
opportunities, AIDEA will be required to utilize its balance
sheet capacity at a higher level. Additionally, AIDEA's
“asset allocation” within the balance sheet will need to be
modified. AIDEA may also seek to enable “off-balance-
sheet” financing tools for large projects or projects
outside the criteria for AIDEA’s “normal” portfolio. Finally,
AIDEA’s new strategic vision and balance sheet strategies
will need to be communicated to and vetted by key market
participants, including rating agencies and potential
investors.

1.1 1-3 Year Objectives —
Diversify & Grow Assets

Update policies for balance sheet capacities and
fimitations

» Asset/liability management

» Cash reserves

» Dividends

» Bond financing

Utilize $150-200 million in overall additional portfolio
capacity over the next three years

Allocate portions of the balance sheet by economic
development potential and risk profile

Expand balance sheet capacity through some
combination of:

» Increased borrowing capacity (with moral
obligation, or revised indenture, or acceptance
of lower rating)

» Improved analyst perception of portfolio capacity
» Establish capacity to leverage AIDEA’s balance

sheet (or finance off-balance sheet} for very large
projects




1.2 Balance Sheet Analysis & Proposals

In order to determine AIDEA's intermediate to long-term capacity to finance economic development,
WFG and AIDEA's finance team analyzed the components of the balance sheet and made a series of
projections to determine impact of alternative financing scenarios.

A series of four alternative future scenarios for AIDEA's balance sheet were run:

Scenario A
Base case - $50 million new loans, no new projects

Scenario B
Base case - $70 million new loans, no new projects

Scenario C

Base case - $50mm new loans

$20 million additional new projects financed from cash
Payback on development projects = 7% over 20 years

Scenario D

Base case - $50 million new loans

$20 miillion additional new projects financed from cash
Payback on development projects = 7% over 20 years
$100 million project — tax-exempt bonds in 5 years
Adjust cash to maintain .75 cash/debt, cash at 2x

1556
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diversify & grow AIDEA’s  The graphs on following pages provide visual depictions
assets to support of the scenarios. To summarize the highlights of this

. element of the analysis:
economic development

» AIDEA’s balance sheet provides significant portfolio
flexibility while retaining financing capacity.

» Under the updated assumptions incorporated in
this analysis for loan portfolio behavior, AIDEA has
considerable extra capacity (estimated at $150-200
million) to fund either expanded loan programs or
additional projects.

» The impact of investing in loan participations or
development projects is neutral to the Authority’s
balance sheet, depending on interest rate and default
assumptions.

» Reducing investment balances to purchase loan
participations and invest in development projects
reduce funds available for debt payments.

» Reducing the dollar amount of loan participation
purchases and not participating in economic
development asset ownership, in the near term,
increases bond capacity.

» Increase in AIDEA’s net assets is slowed, but not
stopped, if no more loans are made. However, the
composition of the balance sheet changes, with
investment balances increasing tremendously.
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While additional modeling of the AIDEA balance sheet during FY09-10 is intended to further refine the
assumptions and scenarios, some policy and strategy issues emerge from this first level of analysis, and
are caveats to the increased capacity indicated above:

» The strategy proposed involves both growing and diversifying the AIDEA balance sheet and
making internal dedications within the balance sheet to reflect the varying risk/return profiles of
different types of projects. Under this approach, which includes some investments with higher
risk profiles, the revolving fund should continue to grow and provide a dividend; however there
may be times when part of the dividend is retained to fund portions of the programs with higher
risk profiles.

Although AIDEA does not have a covenant specifying a cash-to-debt ratio, staff and financial
advisors believe AIDEA's relatively high cash balances compared to outstanding debt sustain
current debt ratings. Investing in longer-term assets reduces access to liquid assets, possibly
impacting future debt ratings.

A major change to managing AIDEA's balance sheet risks impacting the fund’s credit rating,
conceivably resulting in higher interest rates on future AIDEA bond financing. Although
maintaining the highest rating possible has been one of AIDEA's primary financial indicators, it
is possible a trade-off would be worthwhile i, for example, a one-half notch rating reduction
caused a 0.50% higher interest cost, but AIDEA gained $100 million additional capacity for
economic development financing.

More detailed modeling during 2010 should focus on some additional assumptions and
considerations:

Higher default rates for loans and development projects should be modeled to provide some
cushion against impacts of global economic changes and the potential to undertake more risky
projects.

The historical rate-setting process for development projects has been tilted more toward
economic development return to the state (such as jobs} than financial return to AIDEA (such

as return on investment). Modeling should be done on the impact of alternative approaches to
project funding pricing. The potential impact of the final resolution of business dealings related
to the Healy Clean Coal project will need to be incorporated.
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2 Improve AIDEA's Existing Programs
and Add Targeted New Economic
Development Financing Tools

AIDEA’s “marquee” Development Finance and Commercial
Loan Participation programs have suffered reductions in
demand from their peaks. While Development Finance has
always been somewhat “event-driven”, the recent reduction
in Loan Participation Program demand resulted, at least to
some extent, from structural impediments that could be
changed. The strategic vision for AIDEA anticipates actions
to make these programs more viable. The global economic
environmentand specificlocal economic conditions in Alaska
also provide potential opportunity for implementation by
AIDEA of new financing tools

2.1 1-3 Year Objectives — Improve &
Add Programs — Commercial Finance

Expand both the perception and the reality of
the commercial lending program from “credit” to
“Commercial Finance”

Regain recent historic fevels of the loan participation
program for real estate and equipment

Investigate the potential for a sector-targeted
operating fine loan participation program
representing up to a $25 million addition to AIDEA's
portfolic

Match rates to economic development objectives

» “Market” rates where appropriate
» Consider risk-adjusted, incentive rates

Support business growth by providing terms that
would not otherwise be available in the commercial
financing market

» Support market values / liquidity
» Support small banks / regions

Link Commercial Finance programs to financial and
economic development metrics.




1562

2.2 1-3 Year Objectives — Improve & Add Programs -
Development Finance

Ramp up development project sponsorship to 1-3 projects per year and a total of $150-200
million addition to AIDEA portfolio over three years

Develop capacity for “equity” ownership in entities / assets beyond “projects” and consistent
with the mission with a target of up to $50 million addition to the AIDEA portfolio over three
years

Set aside "risk capital” to fund R&D and other “seed” activities that could drive larger economic
development opportunities

Develop structures for “pooled” development project and/or business financing segments of the
portfolio in order to expand financing availability while maintaining portfolic creditworthiness

2.3 Analysis & Proposals -~ Commercial Finance Programs

2.3.1 Mission & Role of AIDEA’'s Commercial Finance Programs
AIDEA's commercial loan programs serve the Authority’s mission of providing economic development

financing by playing a number of roles in the Alaska economy

» Supporting growth of business in Alaska by providing terms that would not otherwise be
available in the commercial financing market.

» Supporting market values and liquidity in Alaska’s economy.

» Supporting small banks and more remote regions of the state,

Additionally, the Commercial Finance programs play an important role in AIDEA's financial operations -
providing a reliable and consistent source of revenue to AIDEA’s balance sheet.

Loan Portfollo Histarical Principal Balance
$400,000,00000

$380000.90000 5

£250,000,000.00 -~

0000000000 Tttt

$450,000,000.00
£100,000,000.00
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232 Current Status of AIDEA Commercial
Loan Participation Programs

Most AIDEA program borrowers have customarily been
issued long-term, fixed-rate loans, with an average maturity
of just over 20 years. Actual experience for the AIDEA
portfolio is that loans are paid off substantially before when
they are due — averaging between 6 and 7 years.

The Commercial Loan Participation program has grown
to represent a significant portion of AIDEA’s assets. As
of June 30, 2009, AIDEA's outstanding commercial loan
participation portfolio consisted of 253 outstanding loans
with a principal balance of $368,209,000. The tables below
{all derived from the Credit Division’s report as of June 30,
2009) provide a snapshot of the composition of the AIDEA
loan portfolio.

SUMMARY COMPOSITION OF
AIDEA LOAN PORTFOLIO

SALE REan{inG
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FINANCIAL INSTITUTIONS UTILIZING
AIDEA’S LOAN PARTICIPATION PROGRAM
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2.3.3 Future Profile of AIDEA Commercial
Finance Programs

While AIDEA has statutory authority for programs for rural
financing and a loan guarantee program, the vast majority
of direct activity is in the loan participation program, with
the smaller financing programs run for AIDEA by Commerce
and the guarantee program effectively inactive.

Within the loan participation program all recent activity
has been in the form of real estate ioans, with no activity in
operating lines or other business lending. With the turmoil
in the global financial markets starting late in 2007, and
the nature of the AIDEA loan rate-setting procedure, there
has been limited activity even in real estate loans. Recent
trends have re-aligned AIDEA's rates with market levels, but
the recession has reduced overall loan demand, so activity
remains at low ebb.

Looking to the future, however, the analysis leads to
several proposals for improvements / additions to AIDEA’s
commercial financing programs:

» Establish metrics for economic development objectives
related to commercial finance tools and structure, track
and adjust loans relative to those metrics.

» More directly guide the small loan programs managed
by Commerce to make sure they optimize AIDEA’s
overall program targeting and to ensure they have
adequate capital to meet the identified need.

» Ensure that AIDEA's commercial loan rates are consistent
with market trends and balance the need for financial
prudence with the programs’ objective to serve as an
economic development financing tool for Alaska.

» Establish structure and authority to go beyond direct
loan participation (to activate guarantee programs, for
example) and beyond real estate lending, should a need
for these types of commercial financing arise in the
future.




2.3.4 AIDEA Commercial Loan Program Rates and Terms

There has been considerable attention in the last year to the process for setting loan interest rates for
AIDEA's commercial loan participation program. Current statutes require rates to be based on cost of
funds; the Authority has implemented a rate-setting process by which a third-party provides a proxy for
AIDEA’s cost of capital based on hypothetical bond rates, augmented with a spread to reflect AIDEA’s
cost and return. While this process has advantages (semi-independence, insulation from influence), it
also has problems (lack of transparency). The principal issue that has arisen, however, is that the current
system resulted in AIDEA's |oan rates being "above market” for a considerable period.

As the financing programs were examined, and a new approach to managing AIDEA’s balance sheet
proposed, a different approach to setting rates for AIDEA loan programs was considered:

Rather than using a closed process to develop a “synthetic” cost of capital based on issuing
bonds (which AIDEA has NOT done to fund loans for many years), tie AIDEAs loan rates to:

» Comparable market rates based on published indices, and
» Economic development potential of the business or facility to be financed

By using published indices, the independence (and freedom from influence} of the current system can be
maintained with the added element of transparency.

AIDEA's commercial finance team evaluated potential market proxies for the proposed structure and
identified two candidate published indices ({from the Federal Home Loan Bank and the Federal Farm
Credit Bank) for consideration. During 2010, a more thorough evaluation of the potential drivers for the
proposed rate-setting structure will be completed and a final proposal for an approach that meets all of
the AIDEA policy and program objectives will be recommended.
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2.3.5 AIDEA Commercial Finance Metrics
and lncentive Rates

In addition to the external rate-setting mechanism, the
potential for enabling “incentive” pricing for AIDEA loan
participations and other commercial lending programs
were evaluated. In the most basic terms, this would involve
providing reduced borrowing costs for business and facility
financings that achieve high levels of job creation, and
allow AIDEA's funds to be leveraged more effectively.

As an example of how this system might be structured
(details to be developed during 2010), a draft a set of
Incentive Rate Program Elements is included below:

Basic Rate (no incentives)
» Typical investor-held real estate purchase
» Real estate re-finance
» Construction with no long-term job creation

Eligible for Incentive Rate

» Funds used by companies to purchase property
and/or equipment for business expansion

» Start-up companies that employ a threshoid
number of people

» Refinancing of existing debt that frees up
working capital used for business expansion and
increased employment

»  Business finandng in rural/remote areas of the state

» Business financing in targeted sectors of the
economy

Nature of Incentives
» Interest rate rebates (as opposed to up-front rate
reductions)
» Annual reporting by borrower on economic
development metrics (in arrears)
» Interest rate rebate direct to borrower — may be used
to pay down AIDEA debt without prepayment penalty
» Tiered rebates
* x% reduction for 3 years for companies that
employ y number of individuals
¢ x+0.5% reduction for 5 years for start-up
companies that employ y number of individuals
* x+1.0% reduction for 5 years for start-up
companies that employ y individuals AND build
new facilities.
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As previously noted, the above structure is intended just as an example of the potential incentive
rate system and will be refined for presentation to and approval by the Board (and for any statutory,
regulation changes required). It is likely that, in order to protect AIDEA’s creditworthiness, a limit would
be established for either the total dollar amount of loans with incentive rates or for a percentage of the

total loan portfolio.

Alengside the implementation of a new approach to commercial lending, AIDEA's Strategic Plan proposes
that overall economic development metrics be applied for the first time to these programs. Some
concepts for those metrics are included in Section 3.5.2 of this report. Similarly, it is expected that the
commercial loan programs will be directed by a common set of targets by sector and region as detailed
in the "Outreach” portion of this report below.

2.4 Analysis & Proposals - Development Finance
2.4.1 Mission and Role of AIDEA’'s Development Finance Programs

AIDEA’s development finance program is directed at financing large projects with potential for

significant private investment and job growth. Due to the unique nature of AIDEA’s authorities,
the most common structure for these projects is AIDEA financing and owning a facility that serves
as infrastructure for a large private development (Delong Mountain Transportation System, FedEx
Maintenance Facility), or for a specific regional industry (Ketchikan Shipyard). These projects
fit the accepted definition of “public-private partnerships” and tend to involve complex financial
relationships, long-term commitments from both parties, and relatively high levels of risk.

Not surprisingly, given the risk profile of development projects of this nature, AIDEA has had notable
failures to go along with the successes. While losses should be expected for a major economic
development finance program, the larger challenge to programs of this nature is what the private
sector refers to as "deal flow”. Because investment-worthy large public-private projects of size are
difficult to develop, they are also infrequent — particularly in a relatively small (economically) state like Alaska.

This relative paucity of potential "deals” has combined with a passive policy approach to AIDEA’s
development finance programs to result in a very low level of activity of this program for the past few
years. However, based on the analysis of the Alaska economy, the environmental scan, and the best
practices review, the analysis indicates a need for an enhanced and expanded program in the future.
AIDEA's strong balance sheet provides the platform for the development finance program to support
AIDEA’s mission by returning to the role of “project finance” investment bank for the state’s major
economic development opportunities.
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2.4.2 Structure & Potential for AIDEA's
Development Finance Programs

improve AIDEA’s Havingidentified a continued need for project development

existing programs and add finance, an in-depth analysis of the current structure of the
targeted new economic  Programwas conducted and the current program compared

) . with potential approaches and tools identified in the best
development financing tool

practices review..

During the review process, the following opportunities
to improve or expand AIDEA's development finance
programs were suggested.

* Project Finance (investment banking)
* Equity (beyond "projects”)

> Feasibility funding

> R&D

* RFPs for target projects

Each of these topics was evaluated for applicability to
AIDEA's future program needs and a summary produced
as follows:

Direct Project Financing - Investment banking

» AIDEA’s statutes define its authority to own and
operate a project.

» The interpretation of this language is that AIDEA
rust “own” all or a portion of financed facilities,
rather than being simply a lender.

» AIDEA should explore structures {or statutory
changes) that facilitate a “project financing” role
for AIDEA in order to open up opportunities where
it is not necessary or advantageous for AIDEA to
take an ownership interest.
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Further exploring this topic, AIDEA's potential project financing role was analyzed in the context of the

following statement:

Froject finance involves the creation of a legally independent project company financed with nonrecourse
debt (and equity from one or more corporations known as sponsoring firms) for the purpose of financing
investment in a single-purpose capital asset, usually with a limited life. (Harvard Business School, An
Overview of Project Finance and Infrastructure Finance - 2006 Update. October 2007). -

Additionally Project Financing (Investment Banking) was compared and contrasted with Corporate or
conventional financing {AIDEA Loan Participation). See the table below:

FACTOR
BANK TYPE
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PROJECT FINANCE

PNYESTMENT BANK

SPONSGR, ACTIVE
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GENERALLY LARGER
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LOAN PARTICIPATION
COMMERCIAL BANK
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Development Finance Project Ownership

» AIDEA’s development finance program allows
AIDEA to own “development projects” as a
method of financing, but not to obtain stock in
a company or to finance intangible assets.

» Review of other economic development agencies
and authorities nationwide would indicate that
there is a need for additional tools in Alaska for
the Development Finance program that would
allow for different aspects of ownership including
venture capital, ownership of stock in companies,
financing early development projects (for example
through funding initial design/permitting, etc.)
and investing in intangible assets such as
intellectual property or engineering designs.

Further analyzing this issue, “projects” vs. other
potential financing structures were explored starting
with the relevant portions of the current AIDEA statute.
The conclusions based on review of the statutes (and
interpretations of same) are consistent with the above
summaries:

» AIDEA has the authority to do project financing but
only if it takes an ownership interest.

» AIDEA can finance plant (facility) projects only but
not plants, facilities or commercial activities by a
business enterprise,

» AIDEA can finance a project with both debt and
“cash".
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» At this time AIDEA, as a Development Finance Project, cannot invest in a company even if it
meets the definition of project.

» Additional work needs to be done to investigate the difference between tangible projects
{infrastructure, ports) and intangible projects (corporations, intellectual property) to determine
how best to use the development finance program.

If changes in statute and regulation were made, regarding these aspects of project development finance
and ownership, then:

» AIDEA can spur economic development (and increase deal flow) by making a modest

investment in:

Funding in development definition

Front end engineering design

Development of a project concept through to business plan

Through early financing AIDEA could assure that Alaska universities are conducting
research with the potential to leverage near-term technology in Alaska.

A seed-fund for targeted support of technology-transfer oriented R&D at Alaska’s
higher-education institutions and then invest in businesses flowing out of that research.

Further implementation strategies related to the above opportunities will be explored during
2010 as part of the Implementation Plan along with potential statute/regulation changes to
support improved and expanded Development Finance programs.
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development financing

3 Expand the Deployment &
Impact of AIDEA’s Economic
Development Financing

AIDEA’s reputation as a major financier of economic
development in the state is well established, but the
Authority is perceived as a “passive” player. This perception
is based on the reality that AIDEA has not been organized or
oriented to promoting the availability of AIDEA's financing
programs, nor has the Autherity recruited projects to be
financed in any organized fashion. To achieve AIDEA’s
mission and the strategic objectives, AIDEA will establish an
outreach and deployment function to increase awareness
of specific AIDEA financing capacities and to establish the
Authority’s role as “coordinator” or “arranger” of the whole
range of state economic development financing tools.

AIDEA's deployment activities should be targeted to
industry sectors, regions, project / asset types and even
specific companies in some cases to ensure consistency with
the state’s and AIDEA’s economic development strategies
and goals.

While building consensus on statewide economic
development goals and strategies is the responsibility
of the state, AIDEA envisions its economic development
agenda focused on initiatives that capitalize on the unique
attributes of Alaska and that add value to existing industries
and existing employment as well as future-oriented sectors
and businesses.

Expanding programs and assuming a more active role
in overall state economic development will require that
AIDEA's efficiency and effectiveness be enhanced. Detailed
analysis and concepts for resource, organization and process
changes are provided in this section of the report.

F=
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3.1 1-3 Year Objectives ~ Expand AIDEA’s Economic
Development Deployment & Impact

Determine short/intermediate term economic sector targets (in coordination with statewide
planning efforts) and tailor AIDEA strategies and programs to those target sectors

Establish AIDEA strategies for the sector targets meeting economic development criteria:

» Consistent with strategic initiatives
» Future-oriented
» Based on reality / market-driven
» Meeting identified needs:
¢ Rural
« |ndustries / sectors
» Leveraging known projects / existing projects

Target AIDEA investments to major economic development “themes”:

» General

+ Strategic Location

* Comparative Advantage
Import Substitution
Traded Sector
Value added
» Alaska-specific

*

+ Alternative energy, in-state energy
* New rural technology

* Arctic transport

¢ Multi-purpose hubs

AIDEA
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Develop capacity for outreach to all relevant private and public sector participants in Alaska
economic development to increase awareness of AIDEA programs and capabilities

Establish systems for outreach, intake, analysis and sponsorship of target economic development
financing alternatives

Recruit targeted projects into AIDEA’'s economic development finance “funnel” with the
objective of increasing both the Development Finance and Commercial Finance portfolios
significantly in three years

Establish AIDEA's role in the context of overall state economic development efforts.

“Board member” input to overall state economic development strategy

"CFQ” - providing the state’s resources for financial and business feasibility analysis
Principal public  investment banker” for state economic development programs and projects
Current and expanded AIDEA finance tools

“One-stop” portal to all state economic development finance tools

¥ Yy yYVYyy

Pevelop a single point of contact financing capability to support targeted private sector
development and leverage state, federal and private capital by assembling multi-source project
funding packages

Major Project Sponsorship / Ownership

Medium to major projects with public-private imperative
Loan participation or guarantees

Leverage other state programs and funding

Yy yvyyvy

Develop internal systems and processes for rapid and efficient "intake” and assignment of
economic development financing opportunities

Re-engineer internal AIDEA organizational structure, systems, decision-making processes
consistent with the mission and program objectives

Aggressively manage existing projects for maximum economic development benefit, while
maintaining financial prudence




3.2 Target Sectors for AIDEA Investment Development
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The following target sectors have been identified for potential project investment.
It is anticipated that these sectors or clusters will form the basis of future economic

development finance project.

AGRICULTURE &

.

BRI
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3.3 Integration of AIDEA Programs
& Activities with Overall State
Economic Development Strategies

Multiple state agencies and authorities participate to some
degree in economic development activities.

AIDEA's mission, statutory authorities and strategic
direction promote the establishment of a more active and
central role for the Authority in overall state economic
development efforts. This strategic vision anticipates that
AIDEA will be an active participant in the state economic
development efforts.

Further, the strategy anticipates that AIDEA would serve
as the central financial resource for the state’s ongoing
economic development activities, advising other state
agencies on business and financial feasibility of initiatives,
identifying barriers to implementation of financing and
providing options to overcome those barriers.

AIDEA will be the principal architect for the state for
financing statewide economic development efforts
by implementing a “one-stop” process for financing
economic development initiatives.

This process will include coordinating efforts by the

state, boroughs and municipalities with regard to
implementation and financing of statewide initiatives,
pursuing public/private partnerships to achieve statewide
initiatives, and working with the legislature to create new
financing and funding mechanisms.

In this role, AIDEA will take the lead on project financing,
management, and ownership when it is the most
appropriate organization to do so, particularly on major
projects where well-developed skills in project assessment,
financing and management are essential.




3.4 Analysis & Proposals - AIDEA Qutreach
3.4.41 Cutreach Concept / Objectives

The Environmental Scan and the overall low level of loan and project activity in recent years both
indicate that AIDEA's “passive” approach to business development is not sufficient to ensure continued
success in meeting economic development finance objectives for the state. A more active “outreach”
program by AIDEA aimed at significantly increasing the volume of loan and project prospects and at
translating those prospects efficiently into loans and development projects will be taken. In summary,
the AIDEA outreach concept includes the following elements:

» Add a “Business Development” function at AIDEA dedicated to developing and implementing a
broad-based cutreach program to both the public and private sectors.

» Develop outreach initiatives and targets based on the sectors and regions identified in the
SWOT, environmental scan and state economic development strategies

» Add a “Single-Point-of-Contact” or “One-Stop-Shopping” function at AIDEA dedicated to
managing new processes for intake, evaluation and disposition of economic development finance
prospects and opportunities.

» Establish business and technical advisory committees to leverage AIDEA's internal resources in
outreach, evaluation and implementation of the expanded AIDEA programs.

3.4.2 Qutreach Resources & Crganization

To assist in identifying new economic development opportunities AIDEA will add three, primarily
outward-looking, resources to assist in filling the business development “funnel”:

» AIDEA Business Development Officer
» AIDEA Business Advisory Committee
» AIDEA Technical Advisory Committee

These resources would manage and implement the outreach initiatives aimed at raising AIDEA’s profile
in both public and private sector economic development circles and at seeking specific economic
development opportunities.

1578
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Additionally, the Team recommends adding one, primarily internally-oriented resource:
» AIDEA Economic Development Officer

This position would be responsible for designing and implementing the “one-stop” center for economic
development finance. This function would, although directed mostly at making AIDEA more efficient
and effective, also serve as a resource for all of the state’s economic development functions. This latter
function would be accomplished by being very knowledgeable about all economic development finance
mechanisms (whether AIDEA or not) and having the appropriate contact to “triage” opportunities and
outsource those opportunities that, for whatever reason, don’t fit AIDEA's programs.

The best practices review indicates that there is value in having an intake mechanism for the private
sector that is quick and efficient and who can take a more proactive approach to dealing with inquiries.
Most business people do not have the patience and/or time to figure out how to sort through the
myriad agencies and programs to determine which mechanisms are appropriate for their need.

3.4.3 Qutreach Initiatives

In order to accomplish the goal to “fill the funnel”, a number of outreach initiatives are being
considered, to be finalized by the new resources during 2010. It is expected that the Business Advisory
and Technical Advisory committees would be active “multipliers” in these efforts. Future outreach
initiatives include:

Annual Economic Development Finance “Summit”
R&D "seed” programs

RFP/RFI's for potential projects

Industry sector-specific financing “workshops”

¥y ¥ vY ¥

These initiatives, of course, would be supplementary to a well-designed and implemented “traditional”
marketing program aimed at specific industry sectors, related parties and potential partners.

¥579




3.4.4 Qutreach Targets

Based on the Environmental Scan and the Best Practices Review, initial target categories for the
outreach effort have been compiled, including:

Public Sector

State agencies involved in economic development

Federal agencies involved in economic & community development
Federal agencies with major operations in Alaska

Boroughs and local governments

ARDORS

Universities, colleges

vy vV Yy v v YV¥w

Private Sector
» Target industry sectors {see Preliminary Sectors sectien above)
» ANCSA corporations
» Commercial banks
» Investment banks
> Institutional investors
o Pension funds
°* Endowments
° |Insurers
» Business professionals
¢ Legal
¢ Real estate
» Engineering & design
o Construction
o Accounting & tax consulting
p Labor unions

Specific targets and communications strategies will be developed by the Team during 2010.

P : . S
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3.5  Analysis & Proposals — AIDEA Structure
& Processess

AIDEA's structure, staffing, processes and systems were
reviewed and several areas for potential improvement were
identified. In summary, the key elements of these proposed
improvements involve:

» Intake, analysis, approval processes and structure
» Metrics & performance measures
» Asset Management

3.5.1 Intake, Analysis & Approval Processes
& Structure

Based on the review of best practices and on feedback
received through the AIDEA environmental scan, the
Strategic Plan Team derived the concept of a “One-Stop-
Shop” or single-point-of-contact resource and process
to improve handling of economic development financing
opportunities. This concept would involve both the
addition of a dedicated resource for this purpose and
the modification of AIDEAs internal procedures to take
advantage of this resource. The previous section of this
report detailed the “outreach” components of the one-
stop-shop concept. This section deals specifically with the
internal role for that resource.

Central to this concept is that addition of an Economic
Development Officer charged with being fully informed
about AIDEAs programs, processes and criteria for
involvement and with being the single point of contact
for intake and review of potential economic development
financing prospects.

Once the resource is in place, AIDEA's processes would be
re-engineered to include the following steps {with paraliel
tracks for “projects” and “loans”}):




» Business Deve[opment Prospects Economic

» Bank PfOPOSBlS ] Dovelopment Officer
» Walk-ins

Refer to Other Statef
Federal Agencies,
Inwvestment Banks,

Commercial and Qther
Lenders.

Business and End AIDEA
Financial Feasibility? Invelvement

Developrent Finance
Crafts a Project
Proposal

Commercial Finance
Crafts a Loan Proposal

Above Investment/
Credit Limit?

Within Investrent/
Credit Limit?

YES

Send
Recommendation to
investment Commitiog)

. - . by it o
Subrmit to Commercial Submit to
Finance Commitiee ) Deve|opm=’=r.‘zt
Finance Commitiae

Investment ) : menttommme.e
Submits Recommendatior
to Board for Review
and Approval

Committee Review &
Approval of Loan

Embedded in the process diagram above are a number of meaningful changes intended to improve AIDEA efficiency and
effectiveness:

» Centralized intake analysis for AIDEA eligibility / program fit, with formal process for both approval and pass-
on to relevant AIDEA division OR for “out-placing” to the opportunity to potential 3rd party assistance.

» A formal, coordinated process for AIDEA review of business and financial feasibility of the project/lcan — prior
to full credit or investment due diligence and review.

» Assignment of credit/investment limits to the Commercial Finance and Development Finance divisions, similar
to the concept of “officer limits” at banks. If a project or loan meets the appropriate criteria (AIDEA-eligible,
business and financial feasibility), and is under the delegated investment/lending limit, the commitment could
be made without Investment Committee or Board involvement or approval.

1582
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In addition to the process changes noted above, this Strategic Plan also proposes to change the structure
and membership of the “credit” committee, and to have parallel, but different membership for either a
commercial loan credit approval and for a development project investment approval. The Investment
Committee, as envisioned in this proposal, would be structured as follows:

DEVELOPRENT PROJECT b COMMERCIAL LOAN
SMYESTMENT COMMITTEE IMVESTMENT COMMITTEE

EXECUTIVE DIRECTOR ¥ EXECUTIVE DIRECTOR

0D - COMMERGH? B OD - DEVELOPMENT FINAMCE

. DR FINARCE DO FINANCE
CCBOARD §  SOARD DESIGNEE
' ' B COMMUMNITY DESIGNEE - POOLED

Although there is some benefit to the proposed Board and “Community” participation, there are some
logistical and potentially legal challenges to implementing that part of the proposal which will have tc be
addressed as part of an implementation plan.

Exact changes to structure, resources and processes will be explored in more detail during 2010 and
approved and implemented through appropriate procedures.

3.5.2 Metrics and Performance Measures

In order to track AIDEA's progress versus mission, goals and strategic initiatives, metrics and performance
measures relevant to economic development should be established. Based on the Best Practices review,
a preliminary set of metrics were develroped. It should be noted, that for at least 2010, these metrics,
when fully developed, will be supplementary to performance measures integrated in the State’s budget
processes. Part of the Strategic Plan implementation process during the 10-11 fiscal years will be to
finalize and plan for implementation of any additional metrics adopted by AIDEA.
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The table summarizes a potential starting point for these metrics, that can apply to both Commercial
Finance and Development Finance.
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3.5.3 Enhanced Asset Management

As AIDEA reviews its role, assets and challenges, the fixed
asset portion of the balance sheet is also being evaluated.

AIDEA has considerable investment in assets through the
Development Finance program, and continues to own and
operate major facilities in diverse regions of the state.

Delong Mt. Transportation System
FedEx Maintenance Facility
Snettisham Hydroelectric Project
Ketchikan Shipyard

Skagway Ore Terminal

Healy Clean Coal Project

In order to ensure AIDEA’s financial stability, and to promote
the achievement of AIDEA's economic development
objectives, the policies, structure and procedures for
maintaining and optimizing value from those assets should
be updated.

During FY09-10, AIDEA's project development
management team will be reviewing and developing
policies and procedures to:

» Manage owned assets to optimize current revenue
and/or long-term return to AIDEA

» Assess potential for expansion of or addition to
existing assets:

* Evaluate new and expanded markets for private
“partners” / tenants

* Increased private investment in complementary
Facilities

* Improved economic development opportunities
through re-purposing facilities

In addition to consideration of and planning for enhanced
operation of owned-assets, AIDEA is, and will continue to,
exploring alternative approaches, including selling portions
of assets to partners and re-deployment of funds through
sale of assets.
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Alaska Economy SWOQOT (Strengths-
Wezknesses-Opportunities-Threats)

aiaska economy analysis In order to provide a context for the development of
the AIDEA Strategic Plan, a “Strengths—Weaknesses—
Opportunities —Threats” ("SWOT") analysis was conducted
both for the Alaskan economy and for AIDEA itself.
Although the purview of the Plan is limited to AIDEA’s
role in economic development finance, an understanding
of how Alaska fits in the national and world economy, as

well as how outside economic trends will affect Alaska, is

necessary background for an understanding of AIDEA’s role

going forward.

The table below provides a graphical summary of the
SWOT for the Alaska economy.

T STRENGTHS TTTTWEAKNESSES
Qil reserves Geographic isolation
Minerals resources _ Small market size I
Natural gas reserves Limited economic diversity

MNatural attractions

Concentrated / cut-gf-state economic power

Marine resources , ___Umited rural infrastructure , 1
_Strateglc locatlon (Asia, NW passage) | Limited rural eco/devo opportunity 1
____Marine facilities Lack of early stage capital
Alr transport facilities _Inelastic state revenue structure
_Public ownership of natural resources Seasonality of employment
Alaska Permanent Fund Severe weather
Constitutional Budget Reserve High labor force tumover
ANCSA Corporations High cost environment

No statewide personal taxes

whe

Ltocked-up credit markets

Global climate chaage Arctic transport
Natural gas, liquid coal demand expansion Low & volatile minerals, gas, oil prices
—_New mineral tech (viscous ofl, etc.) Global economic slowdown

Import substitution

Overall loss of Federal gavt. clout

Alaska "brand” development

Federai military spending priorities

Federal econamic stimulus packages

Global climate change - enviro restrictions

Value-added in resource Industres

Global dimate change - lost tourism _

Retirement demographlcs

_ Declining oil reserves / capacity

Global Wanning, Food, Fiber, Tourism

Threats to SBA 8a ANC contracting
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» While the Alaska economy continues to out-perform the U.S. overall, the global recession
in all sectors does present potential risks for Alaska. The last year has seen 25-35% reductions
in wealth, trade, industrial production, as well as very high volatility in commodities prices,
including the key Alaska sectors of oif and minerals.

> Itis too early to determine whether these global factors will result in secular (long term)
restructuring of certain sectors and markets or will have only short-term effects, and to what
degree those effects will influence the Alaska economy. So far in this recession, credit
market conditions and access to capital in Alaska remain considerably more favorable than in
the rest of the country.

In evaluating potential strengths and weaknesses of Alaska's key economic sectors, projected short,
medium and long term trends may provide some guidance for future strategies. The table below
postulates some of those potential trends.

Qi mﬁpb{?m:: major growth with gas (s potental growth
pn pipeiing Environmental pressura
Fadesal - cvilian Potenyal lossea miigated | Gradual reduction due to Fotontisd effects of responses
by stimubss fost influetes o giohal dismate chiange
. Stablllzing effect on Potential reductions dua to o
Fadoral - millitany| overall bud Futurs mizsion changes?
. Rachoad economic activity Potontis! growth dus to
Minazals Bt to lew B Stowe growth as prices rise hechoey, e
Raduced prices and o Potential effocts of global
Figharies revenes Modarata lncreases climate changs
: . Substardial redoctions dug P Potentla! major sctivity with
T w global economy Slow Arctic maring Fansport
. . Potentiol offocts of global
Teasrism 1 :
Slow dua to global soanomy Slew growth chimte chongs
} State factors bettor .. _
Commercial than national Reactiva te driving sectors Rezctive 1o dilving sactors
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alaska economy analysis

» The "1/3 Oil, 1/3 Federal, 1/3 Other {mostly

resource-based)}” structure of the Alaska
economy provides both positive and negative
potential for future growth. Because both oil
production and federal programs tend to remain
fairly stable, they can be a continuing foundation
for the Alaska economy.

» Continued high projected levels of construction,
for example, indicate that the oil and federal
sectors are providing that foundation despite
the global recession. The table below of projected
2009 construction expenditures demonstrates the
foundational role oil and gas and federal

construction have in the Alaska economy.

Direct § Inflows

: ditiion %]  Billion

Seafgad TYTTURFIL L 10A4%] § 1481 | 6.1%) § 0.746 | 5.i%
Mining 12.06 33% 0.799 338 0,402 2.48%
Timber 5.80 1.6% 0.315 1.3% 0.159 1.1%
Agriculture 0.45 .34 0.028 o4%! 0,014 1%
Traditional Resources} ~ 56.12 [ 15.5% § 2.623 | 30.8B%| $ 1.921 | 90.2%
Tourism 4032 1 1ii%| 5 1.694 TE%E & 0.955 6.7%
AlrCargp 7,38 2.0% 0415 1.7% 0.209 1.5%
Other manu. & services 0321 Di% 0.016 0.1% 0.008 0.1%
T WNew Resowrces|  47.92 | 13.3%|'$8 2335 9.6%] § 1.172 | B.2%
Non-Defense Federsl 6701 18.5%| ¢ 58761 23.0%) & 3.739 |  26.1%

e e el o — - 3578 T
Federall 13136 ; 384%| $ 9.738 401%} $ 5835 | 40.7%]|
Production 198 1  143%| % 3.596 14.6%) $ 1812 | 12.65)
State/Local Revenues 50.16 | 13.9% 2538 10.5%]  1.279 8.5%
APF and CBR 587 168 __ 0788 3.2%! 0.661 460
Petroleum|  107.81 | 29.5%| § 69221 28,5%]| $ 3,752 | 26.1%|
Retirees 14,53 3.0%| §  2.147 8.5%] § 1832 12.8%
ban-camed income 83 16%)  0.516 2.1%) 04381  3.1%
Personal Assets 18,16 5.0%] $__2.663 1103 & 2271 | 15.8%]|
TOTAL 861,97 | 100,09:] $ 24.269 | 100.0%] & 14.351 | 100.0%

Structural Analysis of the Alaska Economy, What are the Drivers? Scott Goldsmith/ISER 10/08
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Volatility of oil prices, rapidly declining oil production and declining Congressional influence
could, however, undermine the future support of that foundation. Commeaodities price
volatility also make the other resource-based segments of the Alaska economy less certain.

The economic & fiscal effects of aconomic development in Alaska are somewhat unique:

External control and/or ownership of much of the economic base mean that a high proportion
of "profits” from resource-based industries are “repatriated” out of Alaska.

Due to the tax structure, state capture of the benefits of economic development of non-
petroleum resources is limited.

Alaska state revenue structure is not responsive to economic growth & yet is volatile due to
oil prices

Regional and urban/rural differences are exacerbatad in Alaska. Because of the distances,
topography and climate, the geography of the Alaska economy is challenging. Layered

on top of the geographic challenges is the relatively recent introduction of a functioning cash
economy to many of the more remote parts of the state. The multipie major differences
among Alaska regions result in an even greater challenge to economic development than the
"normal” urban/rural and state regional differences present in most Lower 48 states,

Gshar Rurs! Baskc Industry R S A . — )
Subtotat ~ Privato w/o OH & Gaw, 1,336 196k <24 T3,6%7
T Yot Privete ARG eaehi A%l | 8,072
Highwaya 653 9% $0% 268
NotonalDefonse 1 8o a1l 1% 498
| Adr & Porta 400 % 7% 372
Diher State and Loca b TTTYhD EY%1 1996t =
Othor Fedaral 324 5% 0% ! 28
Education 280 408 o% 280
Donall Commission ) 1% 0% 90
Alaskn Reilresd i ___65 1% o%| 65
Yotal Publicl  2,73% ) 6% 3,588
Grand ¥otal_— — 3073 100861 A% Y o84

Alaska’s Construction Spending 2009 Forecast, Scott Goldsmith & Marry Killorin / ISER
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The tables below demonstrate the seasonal nature of
certain key Alaska rural industries and the relatively high
level of non-resident employment in the Alaska private
sector.

July January| Ing (July/3an)
Timber Harvest 0.5 0.2 0.3 2.50
Fish Harvesting 20.2 7.3 12.9 .27
Fish Processing 18.2 7.3 10.9 2.49
Tourlsm-related 42 255 16.5 1.65
Construction 214 14.5 6.9 1.48
Mining 12.5 11 1.5 1.14
Private 383 336.8] 23] 1.8
Total 349.2 299.8 45.4 1.16

Structural Analysis of the Alaska Economy: What are the Drivers, Scott Goldsmith / ISER 10/08

i e N
Fish Harvesting 39%
T55ana 8 Sung . %
Accommodation & Food Service 29%
Ol B Gas 25%

Minlng %

All Private 23%

Structural Analysis of the Alaska Economy: What are the Drivers, Scott Goldsmith / ISER 10/08

1591
48




1552

@@ oW

AIDEA | STRATEGIC PLAN

49




PUEEN

AIDEA SWOT

AIDEA environmental scan, Highlights of the SWOT for AIDEA itself include:
results and analysis

» AIDEA's financial reserves and access to capital
provide considerable capacity to support economic
development financing for the state.

» AIDEA's institutional capacity {finance, project
development, commercial lending) also provide
potential for an expanded role, particularly in an
environment where alternative funding / financing
seurces are under stress from the global financial
markets upheaval.

» AIDEA's relatively limited statutory scope prevents
(or harmpers) participation in certain types of
economic development finance activities pursued by
similar agencies in other states.

» The lack of an overall strategic plan for Alaska
economic development, and AIDEA’s relatively
passive stance in recent years, along with potential
overall state budget constraints are barriers
to expanded AIDEA participation in major projects.

SYHENGTHS N i WEAKNESSES

Financial reserves ' Unclear State goals for eca/devo
Aociss 10 capital / strong bondratings | Project analysis systems

Institutional capadity - projects

Instihutional capacity - lending Lack of coordination with agendles
“Financial management capacity ___Non-market restrictions on lending
Quasi-independence 7 Limited gront-giving capacity
Long operational history Reactiva lender J developer
Ability to partner with public/private. ~ § tack of public awareness
Institutional capacity - feasibility analysis Percelved pmject problems: HCCE etc
Engoped stakeholders ' Management / executive turnover

T OPPORTUNITIES THREATS

_ Potential new projects Locked-up credit markets
Perceived need for greater AIDEA role Legislative dividend %
Need: early stage funding Glshal economile slowdown
Meed: niral poa/devo financing , Politically driven projects
Need: project financing Overall State budget stress
ADEPT planning process Ao Perceived inaction [ Irrelevance

~Commerdal & Investment benk turmoll
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Environmental Scan Introduction

The Alaska Industrial and Export Authority {(AIDEA) contracted with Western Financial Group (WFG),
based in Portland, Oregon, to assist the Authority (a public corporation} with a strategic planning effort.

Several groups contributed responses to surveys, including the following:

» A general workshop, open to the public, was held at the BP Energy Center. The audience
separated into four groups and contributed answers and suggestions as noted in the first set
of responses following this synthesis.

» AIDEA’s Board of Directors provided answers through an interview process managed by
Northern Economics, based in Anchorage. This is the second group of comments attached to
this document.

» AIDEA's staff contributed a series of answers and comments to the workshop; these are the
third group of comments attached to this introduction.

» Finally, commercial lenders provided answers to the same questions presented to the prior
groups. Their input comprises the fourth set of comments attached to this document.

1594
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Environmental Scan Introduction

Highlights of the SWOT for AIDEA itself include:

Mission

From AIDEA’s 2008 Financial Statements:™ i

AIDEA’s mission is to promote, develop, and advance

the general prosperity of the people of Alaska, to refieve
problems of unemployment and to create additional
employment by providing various means of financing

and facilitating the financing of industrial, manufacturing,
export and business enterprises, and other facilities within
the State.

History

AIDEA evolved from its 1967 enabling legislation into a
$1.165 billion (assets) public corporation as of June 30,
2008. It has a number of roles and there is some confusion
about them, as stated in the attached workshop and
interview summaries.

Figure 1 illustrates some of the actual and perceived roles
that AIDEA may assume, depending on the project, the
audience, or the expectation of a2 potential developer {or
borrower). As shown, AIDEA's roles encompass a wide swath
of perception and expectation, from creating jobs, lending
funds, and paying a dividend to the State of Alaska. The
roles shown are not always real, but they exist in the eyes of
certain citizens; there are others, as well, that are not shown
in an effort to simplify the display. The diagram illustrates
AIDEA's difficulty in determining what its strategies should
be as the organization is pulled, pushed or tugged in any
one of several directions.
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Figure 1. Current and Potential Roles, Alaska Industrial Development and Export Authority.

Conduit
Financing

Science,
technology

Venture
capital

AIDEA N A Rural, small|

business
(DCCED)
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Dividend payer

to State Lending

Source: Northern Economics Inc.
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Public Workshop

The following sections summarize comments from the
four groups, in the same order as the attached comments.

Those attending the public workshop emphasized jobs:
retention, creation, and diversification (by industry and
geography). Other suggestions were as varied as the
participants, with opinions that ranged all across Alaska’s
diverse population.

Attendees generally acknowledged the need for AIDEA
and its programs, though many who attended did not fully
understand what the Authority can {and cannot) do.

AIDEA operates in a political environment and most
understood how this could affect the Authority’s operations,
from tax-exempt status to required dividend payments to
the state and from pure equity investment {venture capital)
to commercial-bank type operations.

Suggested financing opportunities also ranged from small
business to very large, capital-intensive projects. Attendees
suggested a wide array of possible investments, from
new infrastructure to rural village businesses, and from
collaboration with private firms to fuil grant programs.

Finally, attendees were asked to submit candidates for
current federal stimulus funding and over 20 suggestions
came forward, for both short-term and long-term
development (investment).

Board of Directors

Directors offered many of the same thoughts as those at the
public workshop. AIDEA’s role in economic growth means
jobs and diversification for all Alaskans. Several noted the
difficulties in job growth and retention in rural areas with
declining village populations and limited markets.
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AIDEA’s potential role in shaping Alaska's economy ran the full gamut of options, from no big projects to
shedding its current (perceived) passive investment approach.

When asked who was responsible for setting statewide economic policy, answers again reflected a wide
diversity of opinion, from the governor to private businesses.

Directors expressed interest in learning more about new or different economic development strategies,
especially those that succeeded in other states.

Resource development and energy projects generally led the Directors’ list of potential projects.

AIDEA Staff

AIDEA's staff provided more detailed and lengthy answers to strategic questions. Energy and resource
development dominated the list of most-mentioned industry segments while others included health care
and retail opportunities, along with increased tourism.

Two groups seemed to emerge during the staff workshop. One group reflected the lending (or credit)
nature of AIDEA’s investment programs. Bond ratings and reputation within the credit market were
concerns of this group.

The second group was more risk tolerant and likely reflects AIDEA’s large project experience, both with
those projects considered successful and those that were less so. This group suggested more investment
in infrastructure and resource development, with minerals and the energy sectors most often mentioned.

The daily operations of a public Authority such as AIDEA can generate strong “pulls” from the private
(banking and credit) sector as well as the government (pay an annual dividend) sector. Staff expressed
their opinions on these stresses and offered suggestions on reducing or resolving issues raised by these
seemingly opposing forces. Staff who identified these concerns generally suggested education and
awareness as the preferred solution, offering these as solutions to Directors, managers, and especially the
Authority’s borrowers and developers.

Lenders

Bankers offered candid opinions on the state’s economy and how AIDEA can assist with its development.
Resource development in oil, mining, and fishing led bankers’ candidates as most likely to expand in the future.

Infrastructure development for resource development seemed to be a good “fit” with AIDEA's mission,
according to commercial bankers,
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Economic development fit better with the private sector, not government, in the minds of those interviewed.
A common theme mentioned by interviewees was globalization, with markets and development driven
more and more by out-of-state forces, '

One of those interviewed suggest that job growth, while a worthy endeavor, was more of a head count
than a true measure of economic development. Job growth numbers tended to ignore wages, skills, or

contribution to state gross domestic product.

In summary:

1599
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AIDEA is perceived as competent and is a respected participant in the Alaska economy,
although there remain significant, particularly private sector, econemic actors that are unaware
of AIDEA’s mission, role and programs.

AIDEA is viewed by certain economic development parties as reactive or passive, and by some
as subject to potential political interference, or not sufficiently coordinated with other state agencies.

Ideas about AIDEA’s future role in the state’'s economic development activities were, for the
most part, consistent with AIDEA’s current program priorities ~ project financing and
commercial iending support. Some respondents promoted the notion of a more active role for
AIDEA in overall state economic development leadership.

When asked about AIDEA’s programs, there was a consensus from scan participants that
AIDEA should take a more active approach to project development — particularly in
developing infrastructure supporting minerals, gas, fisheries and other marine activities. There
was also interest in expanding AIDEA's role as a lender alongside the banks, and potentially in
providing capital for early stage companies.

Multiple responders also favored an approach with AIDEA developing new programs for rural
economic development.
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Summary of Best Practices Review

best prac‘tices review - While many different structural approaches, some common
economic development elements of successful economic development strategies
include:
programs o o

» Large stakeholder organizations, engaging key
players from baoth the public and private sector

» Organized, long-term strategic planning efforts

» Designated lead agencies with both authority and
responsibility for meeting economic development
objectives

A number of common strategic approaches also dominate,
including:

» Identification of key "traded-sector” {exporting)
industry sectors and formation of "clusters”
aimed at fostering growth in each individual
sector.

» Development of, and management to, "theme”
based vision, mission, goals & strategies,
often through selection of target industries or
categories of industries, for example
“sustainable” or “creative”. In some cases, these
strategies also involve initiatives to “brand”
a state or region’s products in order to improve

» Finally, some of the most successful strategies have
developed sophisticated metrics to measure the
effectiveness of strategy elements and to provide
goals and targets for the overall economic
development effort. These measurement systems
often include environmental, social, cultural and
other benchmarks as well as the traditional
measures of investment, jobs and income,
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Similarly, the most successful economic development programs draw from a comprehensive toolbox of
economic development financing tools, with particular emphasis on:

Grants, tax abatements, tax credits / rebates
Infrastructure financing

Loan guarantees / participation

Special condition lending / credit support
Public/Private partnerships

¥ ¥Y9¥ Y ¥YY

Venture capital & seed equity funds

While it should be emphasized that no state exempilifies all of the best practices in structure, strategy
and financing, many states are working toward adopting best practices in all of these areas.

AIDEA's strategic plan team has evaluated the best practices overall with the intent of adopting only
those elements most applicable to AIDEA’s mission and roles and to the Alaska economic development
environment.
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Main Themes from Best Practices Review
Approaches to Organizing for Economic
Development

best practices review - Different areas organize in different ways depending on
economic devefopment the thrust of their goals for economic development.
programs

Big, stakeholder organizations
Example: Puget Sound Regional Council, Four County
Prosperity Partnership

» These organizations start without an organizational
framework {they are not an existing organization
but are normally created by some level of
government}).

» With these typaes of efforts, a great deal of energy
is spent getting participation and buy-in from a
broad coalition of “stakeholders.”

» The focus of the collective effort tends to be on
broad ideas of vision, goals, and strategies.

» Normally such efforts are designed to use
existing state, local government & special purpose
organizations as the implementing agents.

Special purpose organizations
Example: Northern New Mexico Regional Development
Corporation Greater Phoenix Economic Council

» These are organizations which often emerge from
unique circumstances/situations within a
community or area. They have a narrower focus
than the big stakeholder approaches and broad
state-wide or regional efforts. The Northern New
Mexico RDC is focused on technology transfer
from the Los Alamos National Laboratory to the
growth of small businesses within the area.

» They coordinate/communicate with specific
stakeholders whose interests fit within specific
economic davelopment goals.

» |f they have implementing tools (funding), they
tend to target specific activities. {(Northern NM RDC)

» If they don't have dedicated funding, they tend to
focus on marketing, technical assistance and
reactive strategies (Greater Phoenix Economic
Council}
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Designated “lead” agency — usually a state
Example: State of Oregon Business Plan, Kentucky Cabinet for Economic Development
» States typically have an overall thrust for state-wide economic development. Often such
efforts use a big stakeholder approach to pull a broad coalition of stakeholders into a process
of defining state-wide vision, goals and strategies.
» Alternative approachss at the state level focus on coordinating the efforts of other agencies
and organizations without necessarily setting a state-wide vision or goals.
» The state’s economic development work is housed within a designated "lead agency” to at
least implement the process and sometimes to actually be the program implementation agency.
» Implementation approaches depend on the source and level of funding

Narrow or Single Purpose Organizations
Example: Silver City, New Mexico, Main Street Historic Preservation Project
» These are organizations that have very narrowly focused economic development goals.
» With Silver City, the focus for econemic development is tourism and the strategy is designed
around the City's history and the re-creation of the imagery and character of the old historic
city. In this case, the focus for implementation is on design controls and theme continuity

Common "Tools” of Economic Development

Industry Clusters

A very common tool used for regional and state-wide economic development planning is to

target goals and strategies around industry or economic clusters. This becomes a convenient and
identifiable way to create industry/economic groupings for the purpose of setting goals, strategies
and programs and providing marketing, support services, synergy, and channeling governmental
priorities

*Theme” based vision, mission, goals, and strategies
These are tools used to try to carve out a market "niche.”

?Green” industries
“Solar” industries
“Sustainable” industries
"Historic Preservation”
"New Ecanomy”

¥ ¥y ¥y v ¥
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best practices review -
economic development
programs
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Benchmarks, measurements of success

If implementation is a weakness of many economic
development efforts, monitoring the success of such
efforts is even weaker. Long term strategies and
implementation programs need to be monitored to
understand how and which strategies and programs
are successful and what impact the overall effort has
toward meeting goals. The State of Oregon has had
a benchmarking program for over 20 years with 91
specific factors to be measured annually. The New
Economy index uses a specific set of measurements
to determine the movement of states from an Oid
Economy to a New Economy.

Funding the process; funding implementation

There are two types of funding important to
successful economic development efforts. One is the
funding of the process of preparing and maintaining
economic development strategies and plans;

the second is funding the plan’s implementation
measures, Funding implementation is the more
critical to the ultimate success of the programs and is
one of the reasons that many programs struggle to succeed.

Often funding the process and its implementation are
done through the general funds of government. Such
efforts generally find it difficult to sustain effective
long term strategies when the funding is subject to
annual renewals and political priorities.

Some organizations rely heavily on volunteer
contributions from “members” or stakeholders.
Again, such sources of funding are dependent on the
sustained willingness of volunteer contributions so as
with governmental general funding, undertaking fong
term strategies is often difficult.

Dedicated funding from a tax source, bonding
capacity, or other earmarked funding is critical to
developing and implementing long term strategies.
The most successful programs are wrapped around
such sources of funding.
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Most Potentially Relevant Economic Development Program

With regard to programs that are most relevant to AIDEA, given AIDEA’s mission as an implementing
authority within the State of Alaska, the focus was more on how programs implement strategies rather than
on how they develop and reach agreement on strategies. Of those programs researched the following
seem to have the greatest potential to offer alternative implementing approaches within AIDEA's strategic
plan.

» Kentucky Cabinet for Economic Development
» Kentucky Economic Development Finance Authority
» Kentucky Strategic Plan for Economic Development

Kentucky's is a “lead agency” approach to economic development where the state used its own agency to
take the lead for the state’s economic development efforts. This is one of the more complex yet complete
organizational structures found from those that were investigated in this Best Practices assessment.

The state’s program has a heavy emphasis on implementation and it is clear that the state legislature has
provided a broad range of authorities from which the agency has developed a variety of targeted funding
and assistance programs to achieve its economic development goals.

The agency has a strategic plan with 4 broad goals, each with a series of objectives. The connection from
the strategic plan to the agency's organization and its specific programs is not clear from the material
obtained. It is presumed that the plan provides targets that the various divisions, departments and other
parts of the organization use to take a proactive approach to achieving their mission. Again, the linkage
from the plan to the organization is not immediately evident from the materials.

The Cabinet for Economic Development is the primary state agency in Kentucky respensible for creating
new jobs and investment in the state. Programs administered by the Cabinet are designed to support
and promote economic development within the state, primarily by attracting new industries to the state,
assisting in the development of existing industries, and assisting communities in preparing for economic
development opportunities.

By statute, the Cabinet is governed by the Kentucky Economic Development Partnership. The Partnership
Board is responsible for directing and overseeing the Cabinet and adopting a Strategic Plan. The
Kentucky Economic Development Finance Authority (KEDFA) is a statutorily created organization under
the authority of the Partnership Board. KEDFA is responsible for awarding most of the financial incentives
offered by the Cabinet. Looking at the titles of the various depanrtments, divisions and then programs
within the Cabinet gives a good idea of the breadth and scope of the agency's focus and many of their
implementation tools.
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Department of Commercialization and Innovation

» High-Tech Investment Pool

» Kentucky New Energy Ventures Fund (KNEV)

» Commonwealth Seed Capital, LLC (CSC)

» SBIR-STTR Matching Funds

» Innovation and Commercialization Center Network
Department for New Business Development
Department for Existing Business Development

» Regional Economic Development Divisions

» Division of International Trade

» Division of Small Business Services

* Kentucky Procurement Assistance Branch
¢ Smali and Minority Business Branch

» Commission on Small Business Advocacy
Department of Financial Incentives

» Programs Management Division

» Programs Servicing Division

» Bluegrass State Skills Corporation {B55C)

» Industrial Revenue Bond Issue Program (IRB}
Kentucky Economic Development Finance Authority
Kentucky Economic Development Finance Authority (KEDFA} Small Business Loan Program
Kentucky Economic Opportunity Zone Program {(KEOZ)
Kentucky Enterprise Initiative Act (KEIA)

Kentucky Environmental Stewardship Act (KESA)
Kentucky Industrial Development Act (KIDA)
Kentucky Industrial Revitalization Act (KIRA)
Kentucky Investment Fund Act (KIFA)

Kentucky Jobs Development Act (KJDA)

Kentucky Rural Economic Development Act (KREDA)
Incentives for Energy Independence Act (IEIA)

Tax Increment Financing (TIF)
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Various Funding Options for Economic Development

In the several economic developmen

t programs investigated, there are a variety of

ways agencies fund their own efforts and then provide funding to implement economic

development projects.

Kentucky
High Tach investmant Pool "forgiveble loans*
New Energy Ventures Fund Grents as well a3 equity investments
Commonwaalth Seed Capital *Sead” capital directly to companias but also

invests in Seed and Venture funds thet make
investmants in ted companies in Kentucky

Fedaral SBIR-STTR Matching Funds $100K and $500K matching of fedaral funds

fnnovation & Commerdialization Funds these centers (staffing and organization

Cantar Natwork support) which link scientists and antrepranaeurs to
other sources of funding

Bliragrass State Skills Corporation An independent corporation - awards grants and
tax cradits to support its mission of increasing
wortker skills

industrial Revenue Bond Program Traditional municipal revenus bonds

A A R S oo kel

EDFA Small Businoss Loan Program Loans

Economic Opportunity Zone Program | Tax Credits

Enterprise Initiative Act

Refunds sales and use taxes paid on targeted
construction and equiprent purchases

Environmental Stewardship Act Tax incentives
§ Industria! Development Azt Tax incentives
tndustrial Revitalization Act Tax incantives
Investenent Fund Act Tax credits
Jobs Development Act Tax incentives
Rural Ecanamic Devalopmant Act Tax incanatives

Incentives for Energy Independence

Tax incentives including:
£} Sales and use tax reimbursement
{1 Tax credits on income and LLC entity
e
¥  Wago assossment incantivas

Tax Increment Finsncing

Civersion of property taxes to fund redevelopment
efforts

Ravalll County (Montana} Economic Development Authority

] Revolving Loan Fund

Regianal Davelopmaent C&rpmatfon (New Meaxico)

Venture Accelerstion Fund

Direct investments in companies

N Small Business Assistance

Gross tax receipts credits

AIDEA | STRATEGIC PLAN

65




1609




1610

AT D

£
[

A STRATEGIC PLAN
INVESTING IN ALASKANS

'yt\.{

Alaska Indostrial Developimant and Export Authority




1611

pR—

e b

Alaska Industrial Developrent 2nd Expeort Awthority




'Y

1612

AIDEA’s Response to Representative Herron’s Office Inquiries
Regarding HB 363

1. Comment on advantages and disadvantages of the proposed
board make-up:

The advantage of the board composition set out in HB 363 is that AIDEA would have more
private sector and industry input into its decision making processes. Moreover, new public
members can bring their expertise and business and industry experience to bear when asked to
approve a particular loan, authorize the expenditure of funds, or approve the issuance of a bond
to finance development. This input makes for better decision making. AIDEA's own solution to
gaining more business and industry input as set forth in its Strategic Plan is to setup two new
committees of business and industry experts (Business and Technical) to advise the board and
management on policy and project investment decisions. An alternative to the advisory board
concept would be to add more public members to the Board and then have the full board to
appoint subcommittees to explore new policies and work with management on issues and then
report back to the board. Either alternative would create a vehicle for creating better public-
private partnerships which is the goal set forth in AIDEA’s Strategic Plan.

The disadvantage of the board composition as set forth in HB 363 is that its one commissioner
configuration would mean that board would lose needed expertise in state economic and
infrastructure development. While AIDEA agrees that it is important to the board to have the
expertise and experience of the Commissioner of Revenue on the board for his or her
experience in finance and investment, AIDEA’s mission is broader than these two areas.
AIDEA is an economic development finance authority and needs to have a cabinet level officer
with knowledge of state economic development policies and directions such as the
Commissioner of Commerce, Community and Economic Development.

2. What are the advantages of private sector membership on a
board of this nature:

As noted above, the advantage of having private board members on a public economic
development finance authority's board is to bring private sector expertise and experience to
AIDEA’s decision making process. AIDEA makes loans, serves as a conduit for revenue bonds,
and finances large scale development projects. H, therefore, can benefit in making its
investment and development decisions by utilizing the expertise of knowledgeable business
people and industry experts who have a broad base of experience.

It is also important that state sponsored economic development be, in essence, a public/private
partnership. Best practices of economic development agencies throughout the United States
are to include both public and private persons into the economic development decision
process. Some of the best known models for economic development agencies make use of this
public/private partnership concept, such as Kentucky's Economic Development Cabinet and the
Indiana Development Corporation,
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3. What kinds of private sector member qualifications best serve
the board:

The best private sector members on an economic development finance corporation, such as
AIDEA, are ones that have a broad range of business experience and who understand the role
of state funded economic development. This usually will mean persons who have worked with
commercial and business development financing, bank financing, commercial real estate
development, and local or state sponsored economic development programs in their business
careers. An understanding of the various methods of financing projects, as well as a knowledge
of Alaska local government and boroughs is also desirable, Board members who have a wide
range of experience in natural resource extraction, logistics, energy, tourism and other targeted
sectors listed in AIDEA's strategic plan would provide guidance and sound decision making to
support AIDEA's missions and measures,

4, Talk about what kinds of decisions the Board makes:

The board is responsible for the governance of the corporation and must approve of and vote on
all major loans in which AIDEA participates, as well as approve of all investments in projects
financed directly or by the use of bonds. Equally important is that the board is responsible for
deciding when and how to divest of currently owned projects and at what price and terms. The
board also makes the decisions on how large a reserve AIDEA should have and has to approve
all litigation and court settlements.

In corporate governance terms, the AIDEA board hires the executive director to run the day-to-
day operations of the Authority, but any organic decisions (i.e. those that could affect the
financial position of the corporation or affect its future performance) must have board approval.

As noted above, the AIDEA board runs the agency. While management may make
recommendations on these matters, it is the board which must vote to approve them and who
has the right to modify or deny proposals put forward by management. The board also
establishes all major policies such as AIDEA's recent Strategic Plan. The Board is responsible
for adopting regulations used in the operation of all the major programs of the authority.

5. Right now the fishing and high tech/communications industries
are represented through the private sector members of the AIDEA
board. How would you like to see the board diversified if there were
two more private members:

AIDEA currently has two very knowledgeable well-rounded private sector board members with a
broad range of business experience and management skills. If more such members were
added, AIDEA would suggest that persons be chosen who have financial management
experience, commercial and investment banking experience, commercial development
experience, financial analyst experience, legal experience, economic development experience
or infrastructure experience.
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Additionally, board members should probably have experience with local governments, regional
development organizations, chambers of commerce and other local economic development
stakeholders. It would be desirable to have board members who have experience in natural
resource extraction, logistics, energy, tourism and other targeted sectors listed in the Strategic
Plan.

6a. Why is there a joint AIDEAJ/AEA board:

AEA and AIDEA have a shared board because this is mandated by statute.

6b. Any advantages or disadvantages of this:

There is value in having members shared between the AEA and AIDEA boards. AIDEA has
bonding authority, which can be utilized to provide financing for large-scale AEA initiatives. AEA
alternatively can analyze for AIDEA whether an energy-related development project is feasibte.
Another example of fruitful agency coordination is that recently AIDEA and AEA submitted a
joint application to the Federal Department of Energy which makes use of each authority's
expertise.

The main challenge is in finding board members that have the experience and working
knowledge in both economic development and energy related fields. Additionally, the AEA
board needs to be conversant with AEA’s grant programs, as weli as with federal Department of
Energy funding programs.
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BRIEFING PAPER:
ECONOMIC DEVELOPMENT
IN STATE GOVERNMENT

A review of economic development configuration in Alaska’s agencies, models from other states, and
potential changes to Alaska’s economic development system

Alaska’s Department of Commerce, Community and Economic Development includes both Economic
Development and Community Development functions. The department’s mission is to “promote a
healthy economy, strong communities, and protect consumers in Alaska.”

The difference between economic development and community development is not always well-
understood. To establish a shared understanding of these terms, the following definition is presented:

Community development is capacity building; economic
development is wealth creation.
--Rohert Shively, Econamic Development for Small
Communities

To go further, community development often refers to projects that create infrastructure and community
capacity. Public works projects, schools, bridges, libraries, community centers and parks... these are
community development projects. Economic development projects, on the other hand, would be the
construction of a new clinic by a group of private physicians, or the expansion of a metal fabrication shop
by a business owner. Community development and economic development are deeply intertwined,
because economic development—and the private investors, owners, and entrepreneurs who lead the
way—-also requires community infrastructure, either to support their businesses or to enable a lifestyle
that makes them want to live and stay in a community. At their cores, both community development and
economic development are about resilience, the ability of a community or economy to respond to both
opportunities and threats, to adapt to change. But the two functions are quite different, and the
appropriate activities and roles for government in economic development are much different than in
community development.

The purpose of this paper is to examine economic development activities in state government. While we
recognize the interconnectedness of the two functions, the focus of this work is on resources within state
government that support private sector investment in Alaska’s economy.

Current Resources within State Government and the University System

Alaska’s Office of Economic Development (OED), within DCCED
* The mission of OED, as described in the FY 10 Governor’s Operating budget, is to “Advance
successful tourism, film, fisheries, forest products, minerals, and small business assistance
programs in order to increase economic activity in Alaska and create new employment
opportunities for Alaska.”




o Alaska’s OED currently has a division head, plus 11 employees in five sub-programs, many of
which can be tied to one or more functions in Alaska Statute.

o The Alaska Film Office (3 employees, one of whom is shared with Tourism)
(AS 44.33.231, Film Office)

o Business Development (2 employees, one of whom is a forest products specialist) (AS
44.33.900 Alaska Forest Products Research and Marketing Program)

o Office of Fisheries (1) (AS 44.33.065, Regional Seafood Development Associations)

o Office of Mineral Development (2) (AS 44.33.431, Alaska Minerals Commission)

o Tourism Program (4, one of whom is shared with Film) (AS 44.33.119, Alaska Division
of Tourism)

Alaska Industrial Development and Export Authority (AIDEA), within DCCED
e The mission of AIDEA, as described in the FY10 Governor’s Operating budget, is “to provide
means of financing to promote economic growth and diversification in Alaska.”
e AIDEA’s board of directors consists of five individuals
© The Commissioner of Revenue
¢ The Commissioner of Commerce, Community, and Economic Development
o One other person appointed by the executive branch
o Two public members appointed by the governor
» AIDEA’s economic development programs have approximately 30 staff assigned to it, with 30
who are professional staff (estimate from AIDEA staff, October 2009)
o AIDEA is a “public corporation of the state and a body corporate and politic constituting
a political subdivision within the Department of Commerce, Community and Economic
Development, but with separate and independent legal existence,” under AS 44.88.010—
44.88.159
o AIDEA has a number of loan participation, revolving loan, and bond programs
o AIDEA has ownership stakes in several major projects
o AIDEA also is home to another agency, Alaska Energy Authority (AEA) which currently has a
community development mission
o Though the agencies are separate, they share employees and resources

Alaska Division of Investments (DOI), within DCCED

» DOF’s “primary responsibility is to administer and service twelve state loan programs under the
Department of Commerce, Community, and Economic Development. These programs were
primarily designed to promote economic development through direct state lending in industries

- that are not adequately serviced by the private sector.”

¢ DOI typically interfaces with individual lenders and small businesses (in contrast to AIDEA,
which handles significant industrial investments)

e DOI has 44 FTE employees (FY2010 budget)

¢ Loan programs authorized in statute are not comprehensive across range of Alaska industry

Non-Governmental Economic Development Organizations in Alaska

ARDORs
o Alaska Regional Development Organizations (ARDORs) are established under 44.33.895 (Alaska
regional economic assistance program) and is subject to regulations at 3 AAC 57.010-900.
o Under the statute the department can provide grants of up to $100,000 annually to match
funds from non-state sources.

Briefing Paper: Page 2 of 8
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The state’s contributions to the ARDOR under this program are $50,000 annually. With
the addition of an ARDOR in the last two years, the state’s total contribution has
increased, but organizations stiil receive the same amount. (Annual funding since 1992 is
flat at $620,000; except for increase of $57,000 starting in FY09 with addition of twelfth

ARDOR)
According to the website of OED, ARDORSs are intended to
»  enable communities to pool their limited resources, and work together on
econontic development issues;
» develop partnerships among public, private and other organizations,
s offer a technical, nonpartisan capacity to develop and implement an economic
development strategy,
»  often have extensive experience with federal/State programs, and
»  provide needed technical assistance via direct links with local citizens.
With large service regions and limited funding, some ARDORs have very difficult times
attracting experienced staff to run economic development programs
»  Some conversations have been had to establish system-wide capacity-building
fund for the ARDORS so that staff of the ARDORs can take advantage of
professional development opportunities despite limited budgets

Additional Regional Economic Development Groups
e Regional/local groups also exist, such as Juneau Economic Development Council, Fairbanks
Economic Development Corporation, Alaska Village Initiatives.

Q

These have more local focus

University Economic Development Resources and Coordination with State Resources
The University of Alaska has several economic development programs doing technical assistance,

training, etc.

e Center for Economic Development, at the Institute of Social and Economic Research, UAA

o

(o]

One of 52 university centers nationally designated by Economic Development
Administration
Works at level of municipalities, large non-profits, service-providing for profits (such as
Alaska Native Corporations)

» 2008 Annual Report includes list of clients:

hitp://ced.uaa.alaska edu/publications/2008 AnnualReport.pdf

According to their website, CED “leverages the resources of the university system to
support economic development in Alaska, providing technical assistance in the form of
information, data, and know-how in evaluating, shaping and implementing specific
projects and programs that promote economic development across the state.”

(hitp:f/ced.uaa.alaska.edu)

Supported by fee for service in most cases, in order to support program delivery costs;

o
some budget also from State
o CED helps with local and regional planning, feasibility analysis, strategic planning
(organizational and community) financial analysis, market and economic research
o Recently, CED began coordinating accredited certification courses for the Intenational
Economic Development Council, to certify IECD economic development professionals
« NB: Currently, there is not a single certified economic development professional
working in Alaska
Briefing Paper: Page 3of 8
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¢ Small Business Development Centers

o Works at level of small, individual entrepreneurs
Provide free- and low-cost consulting to small business and micro-enterprise
Funded by US Small Business Administration with matching funds from state.
Provides consulting services and low-cost educational programs to entrepreneurs
Program’s “business advisors” are certified through the Alaska SBDC’s professional
Certification program
o Has a rural outreach program

0 000

How are Other State Governments Doing Economic Development?
Several states are recognized for their innovation in economic development within state government.
Some of these are profiled below.

The states profiled below were selected because of their recognition as successful models, or
commonalities with Alaska (rural Western). This report profiles North Dakota, Wyoming, [ndiana, and
Kentucky, which are all recognized for their economic development programs, as well as Oregon, which
shares some similarities with Alaska as a Western state with large rural areas. All of these states have
advisory and/or policy bodies that primarily comprise private sector leaders.

NB: Descriptions below reference “primary” or “basic” industries. These are industries that bring new
dollars into a state's economy. Oftentimes these are because the business outputs are produced for
markets outside the state. In some cases federal government programs, which bring dollars into state
economies, can also be seen as contributing to the primary/basic sectors. This differs from support sector
businesses, which provide services within the state. Primary/basic businesses are the economic pumps for
an economy.

North Dakota www.business.nd.gov
e Economic Development & Finance is a division within a department that also houses Tourism
and Community Development
o Tourism is separate because development approach differs significantly from standard
“primary/basic” sector activities.
¢ North Dakota has an Economic Development Foundation, a private foundation established by the
Legislature, to provide guidance and private-sector oversight of state economic development
efforts. It maintains a strategic plan for economic development.
o 23 “business leaders,” meet quarterly
o has the ability to raise private funding to support state efforts
s Division heads are professional positions, not appointed
Majority of staff at Economic Development and Finance Division are certified economic
development professionals through the IEDC
¢ Primary function of division is to work with businesses to identify the state programs and
resources that will help them establish, grow, or retain in North Dakota; deal structuring (not
technical assistance, which is pointed to university, SBDCs, etc.)
¢ North Dakota has a development bank, the Bank of North Dakota, which manages nearly all of
the state’s loan and investment programs, with very few exceptions
s Department only works on inquiries/investments that are in the Basic sector of the economy
(Basic industries bring new money into the economy from out of state, while secondary industries
provide services to support the basic industries)

Briefing Paper: Page 4 of §
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* Web presence: North Dakota has http://www.business.nd.gov/, which is a user-friendly portal to
information necessary to do business in North Dakota

o 17 staff for ED&F, including 2 finance people to run loan programs outside the Bank of North
Dakota

Wyoming www.wyominghusiness.org
¢ Wyoming Business Council is the economic development group in state government
o It has a corporate structure, incorporates private business practices, regional offices
o Has a Board of Directors and CEQ, though it is within state governient
*  Board members are successful business owners from Wyoming
* Board members appointed by Governor; CEO hired by Board
= Employees of agency are at-will
s Board does “business plan” for department
o Staff of 53 for WBC, plus 19 for Tourism
* 7.8 administrative staff, all other work on economic development and
management of community grant programs
o History of the WBC: http://www.wyomingbusiness.org/about/history.aspx
o Enabling Legislation: Wyoming Statutes 9-12-101 through 9-12-804
http://legisweb.state. wy.us/statutes/statutes.aspx ?file=titles/Titie®/T9CH12.htm
o WBC focuses on basic industries, with few exceptions in rural areas where basic service
infrastructure (grocery stores) do not exist
» Industries have to produce something sold outside the region to get WBC
attention,
o WBC works closely with university programs, including SBDCs, Intellectual property,
incubators, etc.

Kentucky www.thinkkentucky.com
e Primary state agency for economic development is the Cabinet for Economic Development,

which is governed by the Kentucky Economic Development Partnership Board
» Kentucky Economic Development Partnership Board
o Enabled in 1992 by HB 89.
» . Thirteen members representing each of eight congressional districts and different
industries, plus secretaries from four cabinets (Econ. Development, Finance and
Administration, Environmental and Public Protection, and Tourism), plus
Governor
*  (Cabinet includes
¢ Office of Secretary
o Department for Business Development
o “Responsible for coordinating the recruitment and attraction of
new companies that will enhance the overall viability of the
state’s economy, as well as assisting and encouraging job
retention and creation by working with existing Kentucky
business. The Department partners with outside agencies and
communities to conduct workshops, community assessments,
and business surveys to support local development efforts”
¢ Department of Financial Incentives
¢ Department of Commercialization and Innovation

Briefing Paper: Page 5of 8
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o “Responsible for developing and implementing a strategy to
create, attract, and assist knowledge-based companies to
Kentucky.”
Indiana www.in.gov/iedc
¢ Primary state group for economic development is the Indiana Economic Development
Corporation :
o Created in February 2005 to replace the former Department of Commerce
o Has aboard of 12, including governor and 11 private industry participants
o According to IEDC website, “The IEDC is focused exclusively on economic
development and has incorporated ail state entities with economic development
responsibilities into its organizational structure.”

Oregon www.oregon4biz.com

e Economic development is a division within the Oregon Business Development Department,
which also houses community development functions
o About 25% of department budget goes to economic development
« Economic development overseen by the Oregon Business Development Commission, which is
statutorily authorized, and consists of seven private sector individuals (not agency) appointed by
the Governor
o Entity sets policy direction for agency activity
» Department head is appointed, but division heads are professional staff
13 people working in field around Oregon, plus five people specializing in international
development
¢ No certification/training requirements specific to department; some perhaps specific to positions,
particularly for international development people
e Primary role of business development division is deal structuring, pulling state resources together
to support creation or retention of jobs
 Staff only work on primary (basic) sector industries, refer others to university, SBDCs, other
partners

Points to Consider about Alaska’s Current System
« State government’s oversight and/or policy direction from private sector is currently limited to
two of five seats on the board of AIDEA.
o There is no private sector input built into OED or DOI
o Without private sector input it may be difficult to align state programs across divisions
with real needs in Alaska economy
» Incentive programs in Alaska Statute are limited
o New Business Iricentive Program (DCCED), established under 45.81.010, is not funded
o Film Incentive office supported by two staff at OED (DCCED)
o Exploration Incentive Credits (DNR)
o AGIA (DNR)
o Various AIDEA Programs
¢ Economic Development functions are distributed between several divisions and/or offices,
including:
o Division on Investments (Greg Winegar, Division Director)
o Office of Economic Development (Joe Austerman, Director)
o Alaska Industrial Development and Export Authority (Ted Leonard, Executive Director)

Briefing Paper: Page 6 of §
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o Economic development staffing in these offices are about 15% of total DCCED personnel
= Viewed alone they are 8%, 2%, and 6% respectively
*  May have difficulty getting strategic focus within larger mission of department
s No certified economic developers currently working in state (compares to other states where
professional certification is common among economic development staffers)

o University’s Center for Economic Development has started offering training modules
several times per year (the standard for these courses is multi-day intensives) for
certification through the International Economic Development Council

*  This is a relatively new service
* Department estimates cost in training to reach certification goals, before travel
and lost work time, is $3,400 per person

o Currently there are no practicing certified economic development professionals working
in Alaska (in state government or out of state government)

+  State government’s interaction with University resources may be inefficient; economic
development resources may be “siloed”

o Do OED and AIDEA have regular practice of directing inquiries to existing University
resources?

o Do agencies and universities work closely to avoid duplicating tools and services?

o What gaps should agencies fill that are not natural to the University?

» State government, through OED, is currently focused on a small set of industries
o Focus may be broadened to allow room for additional industries/ideas
o Alaska state government does not maintain a web presence focused on attracting or retaining
business

o For contrast, see Oregon, http://www.oregondbiz.com/, found in two clicks from the

State of OR homepage); North Dakota, http://www.business.nd.gov; Kentucky

http://www.thinkkentucky.com/

Possible Areas of Discussion for Legislature

1. Restructuring economic development functions within state government under alternate models
such as public/private partnerships, corporate structures, strengthened divisions, or others.

2. Consideration of creation of a non-governmental (private sector) policy group at head of state
economic development. Depending on departmental structure the advisory entity could be
modeled on corporate, foundation, policy, or other board structures

3. Establishment or reestablishment of incentive programs to support economic development
programs

4. Budgeting for ARDOR programs

5. Budgeting for University programs that support small business development

6. Oversight hearings prior to and within the budget process to assess focus and resources of state
offices with economic development missions

7. Establishment of additional loan programs to support small business economic development

Briefing Paper: Page 7 of 8
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Additional Resources
» Alaska Economic Development Programs, prepared by Office of Economic Development
o Document attached to this transmission
o Note: This matrix does not differentiate between Economic Development and
Community Development programs (see definition on Page 1). True *economic
development” programs are fewer than one dozen.
+ Department and subunit missions: Office of Management and Budget
o See http://gov.state.ak.us/omb/results/apencies.php#10 for missions related to DCCED
and its divisions '
¢ Alaska SourceLink www.aksourcelink.com. A web portal hosted by the university that provides
information on all economic development support resources in the state

Briefing Paper: Page 8 of 8
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March 16, 2010

Representative Kurt Olsen, Chair
House Labor & Commerce Committee

Re: Support of HB 363
Dear Representative Olson,

Please accept this letter of support for House Bill 363, which would rearrange the
composition of the AIDEA/AEA board membership. Most successful economic
development initiatives occur because of strong public/private partnerships, and one of the
keys to this success lies in valuable private sector input.

Passage of HB 363 would increase the number of AIDEA’s public board members from
two to four, with the possibility of a fifth public member currently in the bill’s amendment.
Raising this level of private sector involvement would lead to more fruitful and informed

discussions about current economic conditions and desires among the business community.

AIDEA is meant to promote and advance economic growth and diversification in the state
of Alaska. True economic development is best served by private investment and public
knowledge and innovation. By changing the board composition to more accurately reflect
this sentiment, the state’s economic development organization can have a more direct line
to industry needs and private sector capacity.

I would urge you to consider the value of HB 363 and what it could mean for the State of
Alaska’s role in economic development.

Regards,
SOUTHWEST ALASKA MUNICIPAL CONFERENCE

MJM

Andy Vamer
Executive Director

Economic davelopment and advocacy for Southwest Alaska
Economic Development District (EDD) and Alaska Regional Development Organization (ARDOR)

Bristo! Bay
Kodiak Istand
Pribilof Islands
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March 16, 2010

Representative Kurt Olson, Chair
House Labor & Commerce Committee
Alaska State Capitol Building
Juneau, Alaska 99801

RE: HB363 “An Act relation to the membership of the Alaska lndustrlal Development
and Export Authority. .

Southeast Conference strongly supports House Bill 363. The private sector is the backbone
of Alaska’s economy. The State economic development process has historically had little
private sector input. This legislation will allow flexibility within the makeup of AIDEA to
incorporate more private sector participation in State economic development decisions.

Southeast Conference is a private membership organization that works to advance the
collective interests of the people, communities, and businesses of Southeast Alaska. Itis
the Alaska Regional Development Organization (ARDOR), Federal Economic Development
District (EDD), and USDA Resource Conservation and Development (RC&D) Council for the
region. The Conference’s Mission is to help develop strong economies, healthy
communities, and a quality environment in Southeast Alaska.

Please adopt HB363 for the future of cur communities and our state.
On Behalf of the Board of Directors,

Shelly Wright

Executive Director

P.O. Box 21989 612 W. Willo h
[92907) 523-4353 (907) 463
www secoenferenace. 0rg

nue, Suvlte B, jJuneau Alaska 99802
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The Entrepreneurs and Mentors Network Inc.

A M ‘The Crarepreneurs Mentors empowering Entrepreneunrs
I E wt Mantors Notwark|
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Colin V. Palmer ‘ (907)-862-5160
Executive Director colinvpalmer@yahoo.com
Allan R Johnston (907) 727-1187
Chief Encouragement Officer allancjohnston@yahoo.com

Marchl6th, 2010
Re: House Bill 363 AIDEA Board

Representative Kurt Olson, Chair
House Labor & Commerce Committee
Juneau, Alaska

Dear Representative Olson,

Please accept this letter of support for HB 363. 1 believe that AIDEA needs to become more proactive

in evaluating and implementing new programs to nurture innovation and entrepreneurship

in Alaska. We are the only state that doesn't have an organized Angel Investor network. We are one ofonlya
few states that doesn't have 2 Small Business Investment Corporation, a business incubator or a business
accelerator. Including more private sector experts with been-there-done-that experience will significantly
enhance AIDEA's opportunity in identifying our financial infrastructure problems and addressing our needs.

If the Milken Risk Capital and Entrepreneurial Infrastructure Composite Index were considered a reasonable
proxy of our Aspiration Index, which I believe that it does, then Alaskans are in last place nationally in
dreaming dreams for our own destiny., AIDEA should be a more important and relevant player in addressing
this problem. If we do not see our last place standing as a problem then there is no solution. I believe a more
private sector oriented AIDEA Board would be more effective in diversifying the Alaska economy and
empowering innovative entrepreneurs.

Respectfully, - - -

Allan R. Johnston
Chief Encouragement Officer
The Entrepreneurs and Mentors Network Inc

P.O. Box 244821, Anchorage, Alaska 99524-4821

Enabling mentors t6 empower entreprencurs
www.teamak.com




1626

The Entrepreneurs and Mentors Network Inc.

TE A "The Entrepreneurs Mentors empowering Entrepreneurs
ancd Monton: Netwiork:
RPTT Ao pecty

Colin V. Palmer (907)-862-5160
Executive Director colinvpatmer@yahoo.com
Allan R Johnston (907 727-1187
Chief Encouragement Officer allanrjohnston{@yahoo.com

State Technolagy and Science Index.
Eadiring Lessons For th l'n'ﬁr‘mlia snimy.
Jufie 2008° o o

: Risl: C pttal and’Entreprenelrlal»lnfrastructure composlte*lndex

wmmemaﬂy visble uchmloqy

Th:smcasuruuu stk of capable qntropramuu andnskcamm amiahhmmmm COonY: gg:h
aga "cnd: on an ina'»cahof to see furthar

produrts #iid services? “Eleven indicatirs aré indidad i this l:unposu lndﬁ‘ bémd 3tthe bottum of this'
dm wmpmsons ot the mémmal nd’:aw len!

.- P

A TR g ST T s

“ :w.z_m
45 38557

Horth Dakéta 6 3625

-towa 47 2 f,

wastVirgiia 48 3218 i

Mississiopi 49 3040 sessissiop

‘Bagks-. | o 20 . iNomn w:ata S0

Hy --4... e ek aam g s e etk AmAmdd fo e b e et i o i 7

Mareue Annua! SBIC Rntds Dusbursad per $1,000 ufGSP

!nu'use in Numbar of tomnames R&unﬂnq \Jc lmesl:merd:

. tPc Proceods as Perwnt ot G §

#

Patmts issued pe 100,000 Pguplt

Tubal Wntr.we Camta* lnvestmem Growth '
Ve tmnstrqonx in CIe.;n T::hnobqy par sx.ooq of GSP
VC Inwestment in Hanotechndlogy per $1,000 of G359 ’ L e Y

venh ra Canital invadmnent ac Parrant Af (85

http://www.milkeninstitute. org/teclﬂtech taf'?'sub—rcw

P.O. Box 244821, Anchorage, Alaska 99524-4821

Enabling mentors (o ¢empower ¢Rirepreneurs
www.teamak.com




Economic Development
in State Government

Presented by:

Representative Alan Austerman

Alaska State Legislature

December 2009

~ Representing Alaska State House District 36 ~
Akhiok | Igiugig | lliamna | Karluk | Kodiak | Kokhanok | Larsen Bay | Levelock
Newhalen | Nondalton | Old Harbor | Ouzinkie | Pedro Bay | Port Alsworth | Port Lions




BRIEFING PAPER:
ECONOMIC DEVELOPMENT
IN STATE GOVERNMENT

A review of economic development configuration in Alaska’s agencies, models from other states, and
potential changes to Alaska’s economic development system

Alaska’s Department of Commerce, Community and Economic Development includes both Economic
Development and Community Development functions. The department’s mission is to “promote a
healthy economy, strong communities, and protect consumers in Alaska.”

The difference between economic development and community development is not always well-
understood. To establish a shared understanding of these terms, the following definition is presented:

Community development is capacity buillding; economic
development is wealth creation.
--Rebert Shively, Economic Development for Small
Communities '

To go further, community development often refers to projects that create infrastructure and community
capacity. Public works projects, schools, bridges, libraries, community centers and parks... these are
community development projects. Economic development projects, on the other hand, would be the
construction of a new clinic by a group of private physicians, or the expansion of a metal fabrication shop
by a business owner. Community development and economic development are deeply intertwined,
because economic development-—and the private investors, owners, and entrepreneurs who lead the
way—also requires community infrastructure, either to support their businesses or to enable a lifestyle
that makes them want to live and stay in a community. At their cores, both community development and
economic development are about resilience, the ability of a community or economy to respond to both
opportunities and threats, to adapt to change. But the two functions are quite different, and the
appropriate activities and roles for government in economic development are much different than in
community development.

The purpose of this paper is to examine economic development activities in state government. While we
recognize the interconnectedness of the two functions, the focus of this work is on resources within state
government that support private sector investment in Alaska’s economy.

Current Resources within State Government and the University System

Alaska’s Office of Economic Development (OED), within DCCED
¢ The mission of OED, as described in the FY10 Governor’s Operating budget, is to “Advance
successful tourism, film, fisheries, forest products, minerals, and small business assistance
programs in order to increase economic activity in Alaska and create new employment
opportunities for Alaska.”
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¢ Alaska’s OED currently has a division head, plus 11 employees in five sub-programs, many of
which can be tied to one or more functions in Alaska Statute.
o The Alaska Film Office (3 employees, one of whom is shared with Tourism)
(AS 44.33.231, Film Office)
o Business Development {2 employees, one of whom is a forest products specialist) (AS
44.33.900~Alaska Forest Products Research and Marketing Program)
o Office of Fisheries (1) (AS 44.33.065, Regional Seafood Development Associations)
Office of Mineral Development {2) (AS 44.33.431, Alaska Minerals Commission)
o Tourism Program (4, one of whom is shared with Film) (AS 44.33.119, Alaska Division
of Tourism)

o

Alaska Industrial Development and Export Authority (AIDEA), within DCCED
e The mission of AIDEA, as described in the FY10 Governor’s Operating budget, is “to provide
means of financing to promote economic growth and diversification in Alaska.”
e AIDEA’s board of directors consists of five individuals
o The Commissioner of Revenue
o The Commissioner of Commerce, Community, and Economic Development
o One other person appointed by the executive branch
o Two public members appointed by the governor
¢ AIDEA’s economic development programs have approximately 30 staff assigned to it, with 30
who are professional staff (estimate from ATDEA staff, October 2009)
o AIDEA is a “public corporation of the state and a body corporate and politic constituting
a political subdivision within the Department of Commerce, Community and Economic
Development, but with separate and independent legal existence,” under AS 44.88.010—
44.88.159
c AIDEA has a number of loan participation, revelving loan, and bond programs
o AIDEA has ownership stakes in several major projects
s AIDEA also is home to another agency, Alaska Energy Authority (AEA) which currently has a
community development mission
o Though the agencies are separate, they share employees and resources

Alaska Division of Investments (DOI), within DCCED

e DOI’s“primary responsibility is to administer and service twelve state loan programs under the
Department of Commerce, Community, and Economic Development. These programs were
primarily designed to promote economic development through direct state lending in industries
that are not adequately serviced by the private sector.”

+ DOI typically interfaces with individual lenders and small businesses (in contrast to AIDEA,
which handles significant industrial investments)

e DOI has 44 FTE employees (FY2010 budget)

* Loan programs authorized in statute are not comprehensive across range of Alaska industry

Non-Governmental Economic Development Organizations in Alaska

ARDORs
» Alaska Regional Development Organizations {ARDORS) are established under 44.33.895 (Alaska
regional economic assistance program) and is subject to regulations at 3 AAC 57.010-900,
o Under the statute the department can provide grants of up to $100,000 annually to match
funds from non-state sources.
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The state’s contributions to the ARDOR under this program are $50,000 annually. With
the addition of an ARDOR in the last two years, the state’s total contribution has
increased, but organizations still receive the same amount. (Annual funding since 1992 is
flat at $620,000; except for increase of $57,000 starting in FY09 with addition of twelfth
ARDOR)
According to the website of OED, ARDORSs are intended to
»  enable communities to pool their limited resources, and work together on
economic development issues;
®  develop partnerships among public, private and other organizations,
= offer a technical, nonpartisan capacity to develop and implement an economic
development strategy,
= ofien have extensive experience with federal/State programs, and
= provide needed technical assistance via direct links with local citizens.
With large service regions and limited funding, some ARDORs have very difficult times
attracting experienced staff to run economic development programs
= Some conversations have been had to establish system-wide capacity-building
fund for the ARDORSs so that staff of the ARDORSs can take advantage of
professional development opportunities despite limited budgets

Additional Regional Economic Development Groups
s Regional/local groups also exist, such as Juneau Economic Development Council, Fairbanks
Economic Development Corporation, Alaska Village Initiatives.

o

These have more local focus

University Economic Development Resources and Coordination with State Resources
The University of Alaska has several economic development programs doing technical assistance,

training, etc.

e Center for Economic Development, at the Institute of Social and Economic Research, UAA

o]

Briefing Paper:

One of 52 university centers nationally designated by Economic Development
Administration
Works at level of municipalities, large non-profits, service-providing for profits (such as
Alaska Native Corporations) :
= 2008 Annual Report includes list of clients:
htip://ced.uaa.alaska.edu/publications/2008 AnnualReport. pdf
According to their website, CED “leverages the resources of the university system to
support economic development in Alaska, providing technical assistance in the form of
information, data, and know-how in evaluating, shaping and implementing specific
projects and programs that promote economic development across the state.”
(hitp://ced.uaa.alaska.edu)
Supported by fee for service in most cases, in order to support program delivery costs;
some budget also from State
CED helps with local and regional planning, feasibility analysis, strategic planning
(organizational and community) financia! analysis, market and economic research
Recently, CED began coordinating accredited certification courses for the International
Economic Development Council, to certify IECD economic development professionals
»  NB: Currently, there is not a single certified economic development professional
working in Alaska

Page 3 of 8
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¢ Small Business Development Centers

o Works at level of small, individual entrepreneurs
Provide free- and low-cost consulting to small business and micro-enterprise
Funded by US Small Business Administration with matching funds from state.
Provides consulting services and low-cost educational programs to entrepreneurs
Program’s “business advisors” are certified through the Alaska SBDC’s professional
Certification program
o Has a rural outreach program

o o 0O

How are Other State Governments Doing Economic Development?
Several states are recognized for their innovation in economic development within state government.
Some of these are profiled below.

The states profiled below were selected because of their recognition as successful models, or
commonalities with Alaska (rural Western). This report profiles North Dakota, Wyoming, Indiana, and
Kentucky, which are all recognized for their economic development programs, as well as Oregon, which
shares some similarities with Alaska as a Western state with large rural areas. All of these states have
advisory and/or policy bodies that primarily comprise private sector leaders.

NB: Descriptions below reference “primary” or “basic” industries. These are industries that bring new
dollars into a state’s economy. Oftentimes these are because the business outputs are produced for
markets outside the state. In some cases federal government programs, which bring dollars into state
economies, can also be seen as contributing to the primary/basic sectors. This differs from support sector
businesses, which provide services within the state. Primary/basic businesses are the economic pumps for
an economy.

North Dakota www.business.nd.gov
* Economic Development & Finance is a division within a department that also houses Tourism
and Community Development
o Tourism is separate because development approach differs significantly from standard
“primary/basic” sector activities.
¢ North Dakota has an Economic Development Foundation, a private foundation established by the
Legislature, to provide guidance and private-sector oversight of state economic development
efforts. It maintains a strategic plan for economic development.
o 23 “business leaders,” meet quarterly
o . has the ability to raise private funding to support state efforts
¢ Division heads are professional positions, not appointed
* Majority of staff at Economic Development and Finance Division are certified economic
development professionals through the TERC
* Primary function of division is to work with businesses to identify the state programs and
resources that will help them establish, grow, or retain in North Dakota; deal structuring (not
technical assistance, which is pointed to university, SBDCs, etc.)
¢ North Dakota has a development bank, the Bank of North Dakota, which manages nearly all of
the state’s loan and investment programs, with very few exceptions
¢ Department only works on inquiries/investinents that are in the Basic sector of the economy
(Basic industries bring new money into the economy from out of state, while secondary industries
provide services to support the basic industries)

Briefing Paper: Page 4 of 8
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e  Web presence: North Dakota has hitp://www.business. nd.gov/, which is a user-friendly portal to
information necessary to do business in North Dakota

e 17 staff for ED&F, including 2 finance people to run loan programs outside the Bank of North
Dakota

Wyoming www.wyomingbusiness.org
e  Wyoming Business Council is the economic development group in state government
o It has a corporate structure, incorporates private business practices, regional offices
o Has a Board of Directors and CEQ, though it is within state government
= Board members are successful business owners from Wyoming
»  Board members appointed by Governor; CEO hired by Board
» Employees of agency are at-will
®» Board does “business plan” for department
o Staff of 53 for WBC, plus 19 for Tourism
= 7-8 administrative staff, all other work on economic development and
management of community grant programs
o History of the WBC: http://www.wyomingbusiness.org/about/history.aspx
o Enabling Legislation: Wyoming Statutes 9-12-101 through 9-12-804
(hitp://legisweb.state. wy.us/statutes/statutes.aspx ?file=titles/Title9/TOCH 12 htm)
o WBC focuses on basic industries, with few exceptions in rural areas where basic service
infrastructure (grocery stores) do not exist
» Industries have to produce something sold outside the region to get WBC
attention.
o WBC works closely with university programs, including SBDCs, Intellectual property,
incubators, etc.

Kentucky www.thinkkentucky.com
¢ Primary state agency for economic development is the Cabinet for Economic Development,
which is governed by the Kentucky Economic Development Partnership Board
¢ Kentucky Economic Development Partnership Board
o Enabled in 1992 by HB 89.
= Thirteen members representing each of eight congressional districts and different
industries, plus secretaries from four cabinets (Econ. Development, Finance and
Administration, Environmental and Public Protection, and Tourism), plus
Governor
= (Cabinet includes
» Office of Secretary
e Department for Business Development
o “Responsible for coordinating the recruitinent and attraction of
new companies that will enhance the overall viability of the
state’s economy, as well as assisting and encouraging job
retention and creation by working with existing Kentucky
business. The Department partners with outside agencies and
communities to conduct workshops, community assessments,
and business surveys to support local development efforts”
s Department of Financial Incentives ’
¢ Department of Commercialization and Innovation

Briefing Paper: Page 5 of 8
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o “Responsible for developing and implementing a strategy to
create, attract, and assist knowledge-based companies to
Kentucky.”
Indiana www.in.gov/iede
s Primary state group for economic development is the Indiana Economic Development
Corporation
o Created in February 2005 to replace the former Department of Commerce
o Has aboard of 12, including governor and 11 private industry participants
o According to IEDC website, “The IEDC is focused exclusively on economic
development and has incorporated ail state entities with economic development
responsibilities into its organizational structure.”

Oregon www.oregondbiz.com

e Economic development is a division within the Oregon Business Development Department,
which also houses community development functions
o About 25% of department budget goes to economic development
e Economic development cverseen by the Oregon Business Development Commission, which is
statutorily authorized, and consists of seven private sector individuals (not agency) appointed by
the Governor
o Entity sets policy direction for agency activity
Department head is appointed, but division heads are professional staff
13 people working in field around Oregon, plus five people specializing in international
development
¢ No certification/training requirements specific to department; some perhaps specific to positions,
particularly for international development people
¢ Primary role of business development division is deal structuring, pulling state resources together
to support creation or retention of jobs
e  Staff only work on primary (basic) sector industries, refer others to university, SBDCs, other
partners

Points to Consider about Alaska’s Current System
+ State government’s oversight and/or policy direction from private sector is currently limited to
two of five seats on the board of AIDEA.
o There is no private sector input built into OED or DOI
o Without private sector input it may be difficult to align state programs ‘across divisions
with real needs in Alaska economy
* Incentive programs in Alaska Statute are limited
o New Business Incentive Program (DCCED), established under 45.81.010, is not funded
o Film Incentive office supported by two staff at OED (DCCED)
o Exploration Incentive Credits (DNR)
o AGIA (DNR)
o Various AIDEA Programs
¢ Economic Development functions are distributed between several divisions and/or offices,
including:
o Division on Investments (Greg Winegar, Division Director)
o Office of Economic Development (Joe Austerman, Director)
o Alaska Industrial Development and Export Authority (Ted Leonard, Executive Director)

Briefing Paper: Page 6 of 8
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o Economic development staffing in these offices are about 15% of total DCCED personnel
=  Viewed alone they are 8%, 2%, and 6% respectively
= May have difficulty getting strategic focus within larger mission of department
e No certified economic developers currently working in state (compares to other states where
professional certification is common among economic development staffers)

o University’s Center for Economic Development has started offering training modules
several times per year (the standard for these courses is multi-day intensives) for
certification through the International Economic Development Council

=  This is a relatively new service
= Department estimates cost in training to reach certification goals, before travel
and lost work time, is $3,400 per person

o Currently there are no practicing certified economic development professionals working
in Alaska (in state government or out of state government)

e State government’s interaction with University resources may be inefficient; economic
development resources may be “siloed”

o Do OED and AIDEA have regular practice of directing inquiries to existing University
resources?

o Do agencies and universities work closely to avoid duplicating tools and services?

o What gaps should agencies fill that are not natural to the University?

e  State government, through OED, is currently focused on a small set of industries
o Focus may be broadened to allow room for additional industries/ideas
e Alaska state government does not maintain a web presence focused on attracting or retaining
business

o For contrast, see Oregon, http://www.oregondbiz.com/, found in two clicks from the
State of OR homepage); North Dakota, http://www.business.nd.gov; Kentucky
http://www thinkkentucky.com/

Possible Areas of Discussion for Legislature

1. Restructuring economic development functions within state government under alternate models
such as public/private partnerships, corporate structures, strengthened divisions, or ethers.

2. Consideration of creation of a non-governmental (private sector) policy group at head of state
economic development. Depending on departmental structure the advisory entity could be
modeled on corporate, foundation, policy, or other board structures

3. Establishment or reestablishment of incentive programs to support economic development
programs

4. Budgeting for ARDOR programs

5. Budgeting for University programs that support small business development

6. Oversight hearings prior to and within the budget process to assess focus and resources of state
offices with economic development missions

7. Establishment of additional loan programs to support small business economic development

Briefing Paper: Page 7 of 8
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several times per year (the standard for these courses is multi-day intensives) for
certification through the International Economic Development Council

® This is a relatively new service
= Department estimates cost in training to reach certification goals, before travel
and lost work time, is $3,400 per person

o Currently there are no practicing certified economic development professionals working
in Alaska (in state government or out of state government)

e State government’s interaction with University resources may be inefficient; economic
development resources may be “siloed”

o Do OED and AIDEA have regular practice of directing inquiries to existing University
resources?

o Do agencies and universities work closely to avoid duplicating tools and services?

o What gaps should agencies fill that are not natural to the University?

s State government, through OED, is currently focused on a small set of industries
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s  Alaska state government does not maintain a web presence focused on attracting or retaining
business
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Possible Areas of Discussion for Legislature

1. Restructuring economic development functions within state government under alternate models
such as public/private partnerships, corporate structures, strengthened divisions, or others.

2. Consideration of creation of a non-governmental (private sector) policy group at head of state
economic development. Depending on departmental structure the advisory entity could be
modeled on corporate, foundation, policy, or other board structures

3. Establishment or reestablishment of incentive programs to support economic development
programs

4. Budgeting for ARDOR programs

5. Budgeting for University programs that support small business development

6. Oversight hearings prior to and within the budget process to assess focus and resources of state
offices with economic development missions

7. Establishment of additional loan programs to support small business economic development
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Additional Resources
* Alaska Economic Development Programs, prepared by Office of Economic Development
o Document available through Office of Representative Austerman
o Note: This matrix does not differentiate between Economic Development and
Community Development programs (see definition on Page 1). True “economic
development” programs are fewer than one dozen.
¢ Department and subunit missions: Office of Management and Budget
o See http://gov.state.ak.us/omb/results/agencies.php#10 for missions related to DCCED
and its divisions
* Alaska SourceLink www.aksourcelink.com. A web portal hosted by the university that provides
information on all economic development support resources in the state
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Love and marriage, love and mariage...
You can’t have one without the other.
—Sammy Cahn

S0 GOES THE refrain from an old song. The
same holds true for community development and
economic development. You can't have one with-
out the ather. The two activities are complemen-
tary, not compctiti\’re. They are different sides of
the same coin.

I had a professor in college who used to tell
his students, “The line of demarcation between a
genius and a maniac is very hard to draw.” Simi-
larly, one could easily say, “T'he line of demarea-
tion between community development and eco-
nomic development is very hard to draw.” For
example, suppose a new four-lane highway is
built around a small city and serves a 160-acre in-
dustrial site. Is that economic development or

community development? Who knows? Who cares?

Community development is capacity
building; economic development is
wealth creation.

Community development involves public fa-
cilities—schools, libraries, parks, hospitals, cul-
tural attractions, recreational facilities. These are
quality of life factors, and companies look closely
at them when considering an investment in a
town.

Poberl oy

Community Development or
Economic Development?

Economic development represents the cre-
ation of wealth, primarily through the attraction
of investment. Economic development and its con-
comitant wealth creation provide the financial re-
sources and tax base that make community devel-
opment possible.

You can’t have one without the other.

The Relationship between Community
and Economic Development
Stanford Research Institute alludes to the rela-
tionship of community and economic development
in its definition of economic development: “The
process by which your community will improve its
capacity to grow and develop—economically, edu-
cationally, socially, and culturally” (Kotler,
Haider, and Rein 1993, p. 75, emphasis added).
Community development is not only about
physical structures and their contents, but also
involves leadership training and development. It
includes building the social structures for gover-
nance and community involvement while facilitat-
ing citizen participation and input. Capacity
building includes creating a critical mass of an in-
volved, informed, and enthusiastic citizenry, giv-
ing a community the capacity to solve its prob-
lems and create a better quality of life. '
While many community leaders are fre-
quently involved in both community and develop-
ment activities, there are distinct differences in

the management, supervision, and funding of the
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two, Community development activities are pri-
marily the province of governmental bodies-—the
city council, board of education, or county commis-
sioners, for example. These governing hodies are
elected by the people and allocate public funds to
capacity-building prajects. Private entities may
provide funds for a community faeility such as a
library, hospital, or museum, but the manage-
ment of the facility is usually the responsibility of
the appropriate governmental body.

Economic development, on the other hand,
has historically been a project of the private sec-
tor, usually the local chamber of commerce and/or
a local development corporation. Because of the
close relationship between community and eco-
nomic development and state and federal grant
programs available only to political subdivisions,
the current trend is to create a public-private
partnership in which the financing and the gover-
nance of the economic development program are
shared by the private and public sectors. This is
more thoroughly discussed in chapter 4, “Organiz-
ing the Economic Development Program,” and
chapter 10, “Funding the Economic Development
Program.”

Defining Economic Development
Though accurate, it is not sufficient to define eco-
nomic development simply as wealth creation. It
deserves a more comprehensive definition.

A generation ago, the American Economic De-
velopment Council (which recently merged with
the Council on Urban Economic Development to
form the International Economic Development

Council) adopted the following definition:

Economic development—the process of creat-
ing wealth through the mobilization of hu-
man, {inancial, capital, physical, and natural
resources to generate marketable goods and
Services.

Although not universally accepted by the pro-
fessicn, this definition established two important

concepts:

i. It established that economic development is a
process, a continuum, a game that never
ends, A specific event such as the ground-
breaking for a new industry is an event, the

result of the continuing process.

2. It identified wealth creation as the goal and

result of the process of economic development.

Other organizations and individuals have de-
veloped other definitions. MDC, an economic de-
velopment think tank primarily serving the
Southern states, uses this definition:

Economic development—the process by which
a community creates, retains and reinvests
wealth. The goal of economic development
should be to raise people’s standard of living
(MDC 1999). :

This definition reasserts wealth creation as
the result of economic development and intro-
duces two very important functions—the reten-
tion and reinvestment of wealth. Retention of
wealth-creating enterprises is an important part
of any economic development program,; it is usu-
ally referred to as retention and expansion, orR
and E. (See chapter 8, “Building a Manufacturing
Base.”)

The reinvestment of wealth in a community is
a key part of community and economic develop-
ment, especially in small towns. The location of a
new industry from outside the community is an
important event, but how often does it occur? For
a community to prosper, it is essential that people
of means reinvest their wealth in the community
even though it m;dy not attract the publicity that a
new industry does. Reinvesting in a community

invelves expanding existing businesses; real es-




tate acquisition and development; and investing
in entrepreneurial ventures, housing develop-
ment, and similar activities.

The Aspen Institute developed this definition:

Economic development is essentially the pro-
cess by which individuals and organizations
make decisions to invest in an area. Through
innovations and adaptations these investors
increase their capacity to create wealth.

This definition reinforces the concepts of process,
wealth creation, and investment. More impor-
tantly, it recognizes the role of individuals and or-
ganizations in the economic development process.
M. Ross Boyle, president of Growth Strategies
Organization, Inc., a long-time leader in the field
and past chairman of the American Economic De-
velopment Council, used this definition in his
many presentations at the Economic Develop-
ment Institute, University of Oklahoma: “Eco-
nomic development is investment for the purpose
of creating wealth: the use of people, money, and
materials to produce profits.” Boyle’s definition

cHaPtER2:| %
COMMUNITY DEVELOPMENT OR ECONOMIC DEVELOPMENS? | 3§
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stresses the importance of investment in creating
wealth. His reference to profits, although not
stated specifically, implhies that investors produce
profits for themselves and also increase profit po-
tential for all businesses in a community.

The Economic Development Council of Colo-
rado states that economic development is “creat-
ing and retaining community wealth which re-
sults in jobs, payroll, tax revenues, and a higher
per capita income.”

These definitions are all consistent in identi-
fying process, wealth creation, investment, rein-
vestment, and retention of wealth as the driving
forces of economic development. To bring these
essential concepts together, I offer the following
definition:

Economic development is the process of
creating wealth through investment and
reinvestment in a community resulting
in more jobs, higher incomes, an ex-
panded tax base, a more diversified
economy, business improvement, and a
better quality of life.
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Legislation, Executive Orders
and Policy from Other States

1. North Dakota
2. Wyoming

3. Oregon

4. Indiana

5. Washington
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54-60-04. North Dakota economic development foundation - Executive
committee - Duties. The North Dakota economic development foundation is created.

1. The foundation is composed of a minimum of fifteen and a maximum of thirty
members appointed by the governor for two-year terms, except the governor shall
appoint approximately one-half of the initial foundation members to one-year terms in
order to initiate a cycle of staggered terms. Appointment of the foundation members
must ensure a cross section of business, tourism, and economic development
representation, and must ensure that at least one member represents rural concerns.

2. The foundation members shall elect an executive committee with a minimum of five
and a maximum of seven foundation members, which shall include a chairman, vice
chairman, secretary, treasurer, and up to three members at large.

3. The foundation shall seek funding for administrative expenses from private sector
sources and shall seek and distribute private sector funds for use in commerce-related
activities in the state.

4. The foundation shall:

a. Provide the governor advice and counsel in selecting the commissioner.

b. Serve in an advisory role to the commissioner.

c. Develop a strategic plan for economic development in the state and set
accountability standards, measurements, and benchmarks to evaluate the
effectiveness of the department in implementing the strategic plan.

d. Develop a strategic plan for the development of value-added agriculture in
the state.

e. Monitor tourism and economic development activities and initiatives of the
department.

f. Recommend state and federal legislation relating to strengthening the state’s
economy and increasing the state's population.

g. Monitor state and federal legislation and initiatives that may impact the state's
economy and population.

h. Serve as a source of expertise for developing public and private initiatives to
strengthen the state's economy and increase the state's population.

54-60-05. Compensation and reimbursement of foundation members. The
foundation may establish the level of compensation to which a foundation member is
entitled. A foundation member is entitled to reimbursement for mileage and expenses as
provided for state officers.
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98180.0100

Sixty-first
Legislative Assembly SENATE BILL NO, 2110
of North Dakota

Introduced by
Industry, Business and Labor Committee

(At the request of the Department of Commerce)

A BILL for an Act to create and enact two new‘sections to chapter 54-60 of the North Dakota
Century Code, relating to the rural development office and the North Dakota rural development
council; to amend and reenact sections 10-30.5-04, 54-34.3-01, 54-34.3-03, and 54-34.3-04,
subsection 2 of section 54-34.3-13, sections 54-34.3-15, 54-34.4-01, and 54-34.4-02,
subsection 1 of section 54-34.4-03, subsection 3 of section 54-60-04, and sections 54-60-06
and 54-60-17 of the North Dakota Century Code, relating to the powers of the North Dakota
Development Fund, Incorporated, the department of commerce division of economic
development and finance, the department of commerce division of tourism, the state tourism
policy, the North Dakota economic development foundation, the North Dakota commerce
cabinet, and the department of commerce division of workforce development; and to repeal
sections 54-34.3-05, 54-34.4-04, and 54-60-11 of the North Dakota Century Code, relating to

the finance office, the motion picture development office, and target industries.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 10-30.5-04 of the North Dakota Century Code is
amended and reenacted as follows:

10-30.5-04. (Effeetive-through-July-31:20809) Powers. The corporation must be
organized as a nonprofit corporation. In addition to the powers in chapter 10-33, the
corporation may:

1. Cooperate and contract with any private or public entity.

2. Receive appropriations from the legislative assembly and other public moneys as

well as contributions from other private or public contributors.

Page No. 1 98180.0100
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1 management services for the Bank's alternative and venture capital investments
2 and early-stage capital funds.

3

4

5

6

7

8 SECTION 2, AMENDMENT. Section 54-34.3-01 of the North Dakota Century Code is
9 amended and reenacted as follows:

10 54-34.3-01. \Department of commerce division of economic development and)

11 ‘finance established - Mission. ;The department of commerce division of economic

12 development and finance is established to assume the functions, powers, and duties of the
13 department of economic development and finance with respect to programs and other efforts
14 intended to enhance the economic development of the state. The mission of the division is to

15 develop strategies and programs to:

16 1. Facilitate the growth, diversification, and expansion of existing enterprises and the
17 attraction and creation of new wealth-generating enterprises in the state;
18 2. Promote economic diversification and innovation within the basic industries and
19 economic sectors of this state, including strategies and programs designed to
20 specialize and focus the state's economy on adveneed-agreuiture-andfeed
21 proeessing—erergy-byproduct- development—exper-senviecs-and-tourom—an
22 aedvanecd-manufacturng identified target industries;
23 3. Promote increased productivity and value-added products, processes, and
24 services in the state, and the export of those goods and services by North Dakota
25 enterprises to the nation and to the world;
26 4. Maintain and revitalize economically depressed rural areas by working in close
27 collaboration with local communities and by encouraging communities to enter into
28 cooperative relationships for more efficient and effective education, health care,
29 govermnment service, and infrastructure maintenance;
30 5. Forge a supportive partnership with the Bank of North Dakota, the board of higher
31 education and the state's institutions of higher education, regional planning

Page No. 2 98180.0100
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Sixty-first

Legislative Assembly

councils, local development organizations and authorities, the Myrer-S—MNelsen
Fundlreorperatedthe state's nonprofit development corporations, and other
appropriate private and public sector organizations in achieving the economic
goals of the state; and

Identify those statutes, administrative rules, and policies that impede the attraction,

creation, and expansion of businesses and job creation in this state.

SECTION 3. AMENDMENT. Section 54-34.3-03 of the North Dakota Century Code is

amended and reenacted as follows:

54-34.3-03. Division structure. The division consists of:

1.

NP

Afinanee-office:

A onatbusi rade-offioe:

Offices established by statute; and

Offices the director organizes and establishes as necessary to carry out most

efficiently and effectively the mission and duties of the division.

SECTION 4. AMENDMENT. Section 54-34.3-04 of the North Dakota Century Code is

amended and reenacted as follows:

54-34.3-04. Director - Compensation - Duties. A director shall supervise and control

the division. The director shalli:

1.

Manage the internal operations of the division and establish policies that promote
the orderly and efficient administration of the division;

Appoint personnel as may be determined necessary to carry out this chapter and
fix their compensation within the limits of legislative appropriations;

Assume central responsibility to develop, implement, and coordinate within state
government a comprehensive program of economic development consistent with
the mission of the division;

Coordinate that pregram of economic development with all other appropriate state
and local government departments, agencies, institutions, and organizations that
perform research, develop and administer programs, gather statistics, or perform
other functions relating to economic development, and those government entities
shall advise, cooperate, and provide reasonable assistance to the director in

carrying out this chapter;

Page No. 3 98180.0100
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Sixty-first
Legislative Assembly

5.

9,

Advise, and cooperate with, departments and agencies of the federal government
and of other states, private business and agricultural organizations and
associations, research institutions, and any individual or other private or public
entity, and call upon those entities or individuals for consultation and assistance in
their respective fields of endeavor or interest in order that the division and the state
may benefit from up-to-date technical advice, information, and assistance;
Cooperate with individuals and both public and private entities, including the state's
congressional delegation, in identifying and pursuing potential sources of funding
and to receive those funds to be expended for purposes consistent with this
chapter;

Have authority to enter into contracts upon terms and conditions as determined by
the director to be reasonable and to effectuate the purposes of this chapter; and

Identify and coordinate sources of capital and financial assistance, including

lending programs of the Bank of North Dakota, and administer programs of

financial assistance placed under the administration of the division, to business

and industry, local governments, and other entities and individuals in the state

consistent with the mission of the division; and

Have authority to do any and all other things necessary and proper to carry out this

chapter.

SECTION 5. AMENDMENT. Subsection 2 of section 54-34.3-13 of the North Dakota

Century Code is amended and reenacted as follows:

2,

The department shall designate an applicant city as a rural growth incentive city
eligible for a loan if the city raises funds in the amount of a dollar-for-dollar match
for the amount requested in the loan-prepares-an-ceonemic-development-sirategie
plen; and meets any additional program requirements provided by rule. The
source of city funds used for loan matching funds may be any combination of
public and private funds. If the department designates a city as a rural growth
incentive city eligible for a loan under this section, subject to the availability of
funds, the state shall make a loan to the city in an amount not less than twenty-five
thousand dollars and not more than seventy-five thousand dollars. The

department shall establish the amount of the interest rate for loans provided to a

Page No. 4 98180.0100




w o ~N O g AW N =

G W N NN N NN NN NN R A e e e mA ak oA
- O Ww o ~N O O kW N = O O 0o ~N 3OO R W NN 2O

1648

Sixty-first
Legislative Assembly

city under this subsection. The funding source of the state loan is the North
Dakota development fund. The city shall distribute the city and state funds to
qualifying new or expanded primary sector businesses in the city. A qualifying
business in the city includes a business that provides essential services to the city.
For purposes of this subsection, a business that provides essential services does
not include a public utility. The governing body of the city determines whether a
new or expanded primary sector business qualifies for funding, and the director of
the department determines whether a business that provides essential services to
the city qualifies for funding. The state shall distribute a loan to a rural growth
incentive city once the city establishes the city has chosen a specified qualified
business to receive funding.
SECTION 6. AMENDMENT. Section 54-34.3-15 of the North Dakota Century Code is
amended and reenacted as follows:
54-34.3-15. Local economic developer eertifieation education program. The
director shall implement a-eertifieatier an education program through which the division
provides training to assist local economic developers and community leaders in meeting the
needs of businesses. The director may contract with a third-party service provider to assist in
implementing the program. The director may set and charge a fee for the receipt of services
under this program.
SECTION 7. AMENDMENT. Section 54-34.4-01 of the North Dakota Century Code is
amended and reenacted as follows:
54-34.4-01. Division of tourism - Director. The division of tourism is established to
foster and promote tourism to, and within, the state and the full development of the state's
tourism resources and to serve as a planning and coordinating agency for tourism-related

programs of the state and the state’s pelitieal-subdivisiens tourism partners. The director shall

supervise and control the division of tourism.

SECTION 8. AMENDMENT. Section 54-34.4-02 of the North Dakota Century Code is
amended and reenacted as follows:

54-34.4-02. Duties of director. The director of the department of commerce division of
tourism, within the limits of legislative appropriations, shall:

1. Implement the state's tourism policy;

Page No. 5 98180.0100
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2.

|~

10.

Prepare and update annually a tourism master marketing plan for the develepment

promotion and expansion of tourism in the state which identifies the state's tourism

resources, estimates the impact of tourism on the state’'s economy, and proposes a

five-yearplan marketing strateqy for activities of the division;
Work with industry groups to prepare a long-term strategic plan each biennium.

Measure and forecast visitor volume, receipts, and related social and economic

impacts;
Work with the private sector and local, state, and federal agencies to develop the
state's tourism-related infrastructure, facilities, services, and attractions, including

the state's highways and, parks, and historic sites;

Organize and coordinate programs designed to promote tourism to, and within, the
state through various means. Those means may include:
a. DBispley Print advertising in magazines ar€, newspapers, and direct mail;

b. Advertising on radio ard_on television, online, in displays, or using other

advertising media;

c. Publishing pamphlets, brochures, and other graphic and pictorial materials;
and

d. Designing the tourism side of the state highway map;

e. Aiding and assisting representatives of the media to ensure greater coverage

of the state's visitor attractions, events, and recreational opportunities; and

f. Other marketing activities and events aimed at increasing visitor volume.

state Work with the department of transportation to improve visitor services along

highways in the state and in state rest areas;

Develop opportunities for professional and technical education and training in the

visitor industry;

Foster an understanding among the state's residents of the economic importance

to the state of hospitality and tourism;
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H- Provide advice and technical assistance to local, public, and private tourism

2 organizations in promoting and developing tourism; and

3 42 11. Monitor the policies and programs of state agencies that significantly affect the

4 visitor industry, notify those agencies of the effects of their actions on travel to, and
5 within the state, and if necessary recommend programs or policy changes to those
6 agencies.

7 SECTION 9. AMENDMENT. Subsection 1 of section 54-34.4-03 of the North Dakota
8 Century Code is amended and reenacted as follows:

9 1. The legislative assembly declares that:

10 a. This state is endowed with scenic beauty, historical sites, cultural resources,
11 local festivals, attractions, recreational facilities, and a population whose

12 ethnic diversity and traditions are attractive to visitors;

13 b. These human and physical resources should be preserved and nurtured, not
14 only because they are appreciated by other Americans and by visitors from
15 other lands, but because they are valued by the state's residents;

16 c. Tourism contributes to economic well-being by creating job opportunities,

17 generating revenues for local businesses, and creating new wealth in the

18 economy;

19 d. Tourism is an educational and informational medium for personal growth

20 which informs residents about their state's geography and history, their

21 political institutions, their cultural resources, their environment, and about

22 each other;

23 e. Tourism instills state pride and a sense of common interest among the state's
24 residents;

25 f.  Tourism enhances the quality of life and well-being of the state's residents by
26 affording opportunities for recreation, new experiences, and relief from job

27 stress;

28 Tourism advertising and marketing improves the image of North Dakota;

29 h. Tourism promotes international understanding and good will, and contributes
30 to intercultural appreciation,;

Page No. 7 98180.0100
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1 k- i. Tourism engenders appreciation of the state's cultural, architectural,

2 technological, agricultural, and industrial achievements and is helpful in

3 attracting_new residents;

4 E L The development and promotion of tourism to and within the state is in the

5 interest of the people of this state;

6 f k. Tourism should develop in an orderly manner in order to provide the

7 maximum benefit to the state and its residents;

8 ke . The development of a strong and competitive state visitor industry depends
9 upen the availability of trained personnel, necessary infrastructure, and a

10 receptive climate for tourism investment; and

11 E m. A comprehensive tourism policy is essential if tourism in the state is to grow in
12 an orderly manner.

13 SECTION 10. AMENDMENT. Subsection 3 of section 54-60-04 of the North Dakota
14 Century Code is amended and reenacted as follows:

15 3. The foundation shall seek funding for administrative expenses from private sector
16 sources and shall seek and distribute private sector funds for use in

17 commerce-related activities i of the state.

18 SECTION 11. AMENDMENT. Section 54-60-06 of the North Dakota Century Code is
19 amended and reenacted as follows:

20 54-60-06. Commerce cabinet. The North Dakota commerce cabinet is created. The
21 cabinet is composed of the directors of each of the department divisions and of the executive
22 heads, or other authorized representatives, of the state board for career and technical

23 education, the state board of higher education, the Bank of North Dakota, the department of
24 agriculture, workforce safety and insurance, the department of transportation, job service North
25 Dakota, the game and fish department, and of any other state agency appointed by the

26 commissioner. The commissioner is the chairman of the cabinet and shall determine which
27 agencies are members of the cabinet. The cabinet shall:

28 1. Coordinate and communicate economic development and tourism efforts of the
29 agencies represented.

30 2. Meet at times determined by the commissioner.

Page No. 8 98180.0100
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SECTION 12. AMENDMENT. Section 54-60-17 of the North Dakota Century Code is

amended and reenacted as follows:

54-60-17. Division of workforce development - Higheredueation-internships

Internships, apprenticeships, and work experience opportunities. The division of

workforce development shall administer a program to increase use of higheredueation

internships, apprenticeships, and work experience opportunities for higher education students

and high school students enrolled in grade eleven or twelve. The primary focus of this program

must be higher education internships in target industries. This program shall provide services
to employers, communities, and business organizations to increase highereduesgtion internship,
apprenticeship, and work experience opportunities.

SECTION 13. A new section to chapter 54-60 of the North Dakota Century Code is

created and enacted as follows:

Rural development office.

1. The commissioner shall administer the rural development office. The purpose of

the office is to assist in the development of rural North Dakota communities.

2. The commissioner may contract with a third party for the provision of services for

the rural development office. If the commissioner contracts with a third party under

this subsection, all data and databases collected and created by the third party in

performing services for the office are the property of the department and the third

party.
The department may seek and accept any gift, grant, or donation of funds,

property, services, or other assistance from public or private sources for the

|

purpose of furthering the objectives of the rural development office.

SECTION 14. A new section to chapter 54-60 of the North Dakota Century Code is

created and enacted as follows:

North Dakota rural development council - Composition. The North Dakota rural

development council is created.
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The North Dakota rural development council is composed of a minimum of nine

and a maximum of seventeen members. The commissioner is an ex officio_voting

member of the council. The governor shall appoint council members for two-year

terms, except the governor shall appoint approximately one-half of the initial

council members to one-year terms in order to initiate a cycle of staggered terms.

Appointment of the council members must ensure representation from eight

regions designated by the commissioner. Members of the council serve at the

pleasure of the governor.

The council shall select its own officers who shall serve for a term of two years

commencing on October first of each year.

The council shall have at least two meetings each vear and such additional

meetings as the chairman determines necessary at a time and place to be fixed by
the chairman. Special meetings must be called by the chairman on written request

of any four members. A simple maic_:ritv of the council constitutes a quorum and

may act upon any matter coming before the council. Members of the council are
entitled to reimbursement in the same manner and at the same rate provided by

law for other state officials.

The council, in cooperation with the rural development office, shall:

a. Facilitate collaboration among federal, state, local, and tribal governments

and the private and nonprofit sectors in the planning and implementation of
programs and policies that have an impact on rural areas of the state;

b. Monitor, report, and comment on policies and programs that address, or fail to
address, the needs of the rural areas of the state; and
c. Facilitate the development of strategies to reduce or eliminate conflicting or

duplicative administrative or regulatory requirements of federal, state, local,

and tribal governments.

SECTION 15. REPEAL. Sections 54-34.3-05, 54-34.4-04, and 54-60-11 of the North

Dakota Century Code are repealed.
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Wyoming Statutes 9-12-101 through 9-12-804

CHAPTER 12 - WYOMING ECONOMIC DEVELOPMENT ACT
ARTICLE 1 - IN GENERAL
9-12-101. Short title.
This chapter shall be known and may be cited as the "Wyoming Economic Development Act.”
9-12-102. Definitions.

{a) As used in this act, the following terms have the following meanings, except where the context
clearly indicates otherwise:

(i) "Board” means the board of directors of the council;

(i} "Council” means the Wyoming business council, the body corporate created by this
article;

(iii) "Federal agency" means the United States, the President of the United States, and
any department, corporation, agency, or instrumentality heretofore or hereafter created, designated, or
established by the United States;

{iv) "Financial aid” means:

(A) The infusion of risk capital to persons by making investments for use in the
development and exploitation of specific products;

(B) The purchase of securities; .
(C) Royalty agreements;
{D) Loans and loan guarantees;

{(E) Any contractual arrangementin which the council provides technological
services to any person involving the development and exploitation of a specific product.

(v) "Person” means natural persons, firms, foundations, associations, corporations,
business trusts, partnerships, joint ventures, and public bodies, including but not limited to the state of
Wyoming, any state, and any agency, department, institution, political subdivision or instrumentality of
Wyoming or any state;

(vi) "Product” means any product, device, technique or process, which is or may be
exploitable commercially and includes products, devices, techniques or processes which have advanced

1654




1655

beyond the theoretic stage and are readily capable of being, or have been, reduced to practice but
excludes pure research;

{vii) "Venture” means any contractual arrangement with any person whereby the council
obtains rights from or in a product or proceeds therefrom in exchange for the granting of financial aid to the
person;

{viii) "This act” means W.S. 9-12-101 through 9-12-1203.

9-12-103. Wyoming business council; creation; composition; compensation; termination;
meetings; surety bonds; fiscal control.

{a) There is created the Wyoming business council. The council is a body corporate operating as
a state instrumentality operated solely for the public benefit. As such it shall have, and is hereby vested
with, the powers and duties conferred in this chapter. It shall be governed by a board of directors
consisting of fifteen (15) voting directors, appointed by the governor with the advice and consent of the
senate. The governor shall be a member and cochairman of the board, but shall not vote. The appointed
directors shall have demonstrated leadership and business expertise. An equal number of directors shall
be appointed to initial terms of one (1), two (2) and three (3) years. Thereafter, directors shall serve for
terms of three (3) years. No appointed director shall serve more than two (2) successive three (3) year
terms. If a vacancy occurs, the governor shall appoint a successor in accordance with W.S. 28-12-101. The
governor may remove any board member he appoints for cause and shall remove any director who fails to
attend three (3) consecutive regular meetings of the council. No appointed council member shall send a
designee to attend a council meeting nor vote by proxy. The board shall select one (1} of its members to
act as cochairman of the board. The board shall retain a chief executive officer. The chief executive officer
serves at the pleasure of the board. All of the appointed directors shall be appointed at large and at least
twelve (12) of the appointed directors shall be residents of Wyoming.

{b) The appointed directors shall receive per diem for attending board meetings in the same
amount as state legistators and shall receive no other compensation for serving on the board. The board
shall fix the salary of the chief executive officer. Subject to the approval of the directors, the chief executive
officer shall determine the terms of employment, tenure, duties, working conditions, promotion and
termination of all other employees which the chief executive cfficer determines are necessary to carry out
the purposes and functions of the council. Employees of the council shall be covered by the Wyoming
Retirement Act, the State Employees and Officials Group Insurance Act and the Wyoming Deferred
Compensation Act.

{¢) Upon termination of the council, all its rights and properties shall pass to and be vested in the
state.

{d) The council shall determine the date, time, place and method of notice for all regular meetings
of the council. A majority of the voting directors of the council constitutes a quorum for the transaction of
any business or the exercise of any power or function of the council. Matters shall be decided by a majority
vote of the voting members of the council. As unanimously determined by the council members, the council
may take action by conference telephone or similar communications equipment whereby all persons
participating in the meeting can hear each other at the same time.
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(e) The council may execute and maintain at its expense a blanket surety bond covering each
director, the chief executive officer and the employees or other officers of the council in the penal sum of
two hundred fifty thousand doilars ($250,000.00).

{fi The council may also form committees and advisory councils, which may include
representatives who are not members of the board, to undertake more extensive study and discussion of
the issues before the board.

(g) Except as specifically provided in this act, the following provisions do not apply to the council:

(i) W.S. 9-2-1001 through 8-2-1026.1;
(ily W.S. 9-3-101 through 9-3-105;

(i} The Wyoming Administrative Procedure Act.

(h) Except as specifically provided in this act, the provisions of W.S. 16-4-201 through 16-4-205
and 16-4-401 through 16-4-408 shall apply to the council.

9-12-104. Generat powers and duties of the council.
(a) Except as otherwise limited by this act, the council may:

(i) Sue and be sued and procure necessary liability insurance;

(i) Have a seal;

(i) Make and execute contracts and other instruments;

(iv) Adopt rules and regulations to implement the programs and functions assigned to the
council by this act. Any rule adopted by the council shall be submitted to the management council of the
legislature in accordance with W.S. 28-9-101 through 28-9-108, approved by the governor as provided in
W.S. 16-3-103(d) and filed with the secretary of state;

{v) Acquire or contract to acquire by grant, purchase, option or otherwise, real, personal or
mixed property or any interest in property, including patents, copyrights, trademarks or any other evidence
of protection or exclusivity as to products;

(vi) Own, hold, clear, improve and rehabilitate, and sell, assign, exchange, transfer,
convey, lease and mortgage real, personal or mixed property or otherwise dispose of, or encumber the
same;

(vii} Grant options to purchase any interest in or asset arising out of an agreement,

(viii) Provide advisory, consultative or educational services, technical assistance and
advice to any person in order to carry out the purposes of the council,




{ix) Mortgage or pledge any or all of its revenue, income, or interest in or asset arising out
of a venture agreement;

(x) Except as otherwise provided in this act, deposit any funds of the council in any
financial institutions located within the state;

(xi) Procure insurance against any loss in connection with its property and other assets
and operations in amounts and from insurers it deems desirable;

(xii) Engage the services of consultants on a contract basis for rendering professional,
financial and technical assistance and advice, including for studies and investigation likely to lead to
business development;

(xii} Contract for and accept any gifts or grants or loans of funds or property or financial or
other aid in any form from the federal government or any agency or instrumentality thereof, or from any
other source and pass through or otherwise comply, subject to the provisions of this chapter, with the terms
and conditions thereof;

(xiv) Enter into agreements with persons doing business or who will do business in this
state for the advancement of financial assistance to those persons for research and the development of
specific products, procedures and techniques to be developed and produced in this state conditioned upon
contractual assurances that the benefits of increasing or maintaining employment and tax revenues shall
remain in and accrue to this state;

(xv} Consent to the modification of the terms of any mortgage, loan or contract to which
the councl is a party;

(xvi) Organize, conduct, sponsor or cooperate in and assist the conduct of special
institutes, conferences and demonstrations relating to the stimulation and formulation of business
development;

(xvii) Make investments in projects that have potential to stimulate economic development
in the state;

(xviii} Render advice and assistance and to provide services to state agencies, local and
regional economic development entities, private firms and other persons providing services or facilities for
economic development in Wyoming;

(xix) Do all acts and things necessary or convenient to carry out the powers granted to it
by this act or any other act,

(xx) Provide a program for severance pay and other transitional employment services to
employees of the department of commerce who lost their employment with the state of Wyoming due to this
act and who are not reemployed with the council within sixty (60) days of having their employment
terminated with the department of commerce;

(xxi) Repealed by Laws 2008, Ch. 6, 2.
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(b) The board, consistent with this act, shall develop guidelines for each of the areas specified in
subsection (a) of this section relative to definitions, types of grants or loans, level of funding and repayment
requirements.

9-12-105. Economic development services.

(a) It shall be the duty of the council to encourage, stimutate and support the development and
expansion of the economy of the state. The council is charged with the following duties and responsibilities:

(i} To see that there are prepared and carried out effective economic development
marketing and promotional programs;

(i) To make avaitable, in conjunction and cooperation with localities, chambers of
commerce, industrial authorities and other public and private groups, to prospective new businesses basic
information and pertinent factors of interest and concern to such businesses;

(i) To formulate, promulgate and advance programs throughout the state for encouraging
the location of new businesses in the state and the retention and growth of existing businesses;

(iv) To encourage and solicit private sector involvement, support and funding for economic
development in the state;

(v) To encourage the coordination of the economic development efforts of public
institutions, regions, communities and private industry and collect and maintain data on the development
and utilization of economic development capabilities;

(vi) To establish such offices within and without the state that are necessary to the
expansion and development of industries and trade. The council shall establish economic development
regions and offices within the state based upon secioeconomic and geographic similarities;

(vii) To encourage the export of products and services from the state to national and
international markets; and

(viii) To advise the University of Wyoming and the Wyoming community college
commission in designating technical training and other educational programs in Wyoming's community
cofleges and the University of Wyoming beneficial to economic development activities in this state.

9-12-106. Planning and research.

(a) It shall also be the duty of the council to:

(i) Develop a comprehensive economic development strategy for the state, starting the
first year of each new gubernatorial administration, consistent with the provisions of this act; and

(i) Conduct such studies and research, in collaboration with state agencies, university and
community colleges, local and regional industrial authorities and organizations, and other persons within
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and without the state, as the council may deem necessary, to assist in the development of the
comprehensive economic strategy and the development of recommendations and advice on the
improvement of economic development and related programs and strategies across the state.

{b) The council may establish a Wyoming market research center to conduct regional, national and
international market research for Wyoming manufacturers and to conduct market feasibility studies for
value added projects across all economic sectors, including agriculture. If a center is formed:

(i) The council and center shall develop a plan to phase-in fees for services and a formula
for commissions payable by manufacturers for sales which are directly attributable to the center's research.
The plan shall be directed to make the center self-sufficient by July 1, 2003;

(i) The center may utilize the services of student interns from the University of Wyoming
and community colleges to provide those students with practical marketing experience.

9-12-107. Tourism promotion and development.
(a) Repealed By Laws 2007, Ch. 5, 2.

(b} Repealed By Laws 2003, Ch. 8, 2.

9-12-108. Coordination of business permits.

(a) The council shall:

(i) Compile information on the federal, state and local requirements necessary to begin
and operate a business in Wyoming and make this information available to the public on request;

(i) Develop application procedures to expedite the state licensing and permitting process;

(i) Assist prospective businesses in obtaining the necessary federal, state and local
permits and licenses;

(iv) Encourage and facilitate the participation of federal, state and local government
agencies in permit and license coordination;

(v) Review permit requirements and the value to the state of these permits and prepare
recommendations for changes for submission to the appropriate agency, the governor and the legislature.

(b) The council may request assistance from any state agency to carry out its duties under this
section. State agencies shall cooperate with the request for assistance.

9-12-109. Promotion of agriculture.
The council shall encourage and promote the development of agriculture in the state including horticulture,

apiculture, livestock, poultry, dairying and the kindred industries and including the development of new
value-added agribusiness and product uses and markets for Wyoming agricultural products.
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9-12-110. Exemptions from taxation; exceptions.

The exercise of the powers granted by this act constitutes the performance of an essential governmental
function. The council shall not be required to pay any taxes levied by any municipality or political
subdivision of the state, other than to comply with the Wyoming employment security law and for
assessments for local improvements, upon its property or monies. Except as provided herein, the council's
monies and the income therefrom, shall be free from taxation of every kind by the state, municipalities and
political subdivisions of the state.

9-12-111. Investment and management of funds; audit.

(a) Except as otherwise provided in this act, the council may invest funds not required for
immediate disbursement in securities in which state funds may be invested as provided by law, sell
securities it has purchased and deposit securities in any financial institution. Funds deposited in financial
institutions shall be secured by obligations authorized as permissible security for state investments. In
investing and managing its funds, the council shall exercise the judgment and care which persons of
prudence, discretion and intelligence would exercise under similar circumstances in managing the
permanent disposition of their funds, considering the probable income and the probable safety of their
capital.

{b} The director of the department of audit or his designee shall conduct an audit of the books and
accounts of the council. The examination shall include a financial and compliance audit of the council's
operations as the examiner deems appropriate. The audit shall be conducted at least once in each year
and copies of the audit report shall be filed with the secretary of state, the joint minerals, business and
economic development committee and the legislative service office.

9-12-112. Annual report and budget.

(a) The council shall submit an annual report in the manner provided by W.S. 9-2-1014 and using
the benchmarks prescribed in this act. In addition to the requirements of W.S. 9-2-1014, included within the
annual report shall be:

(i) The status of the implementation of the comprehensive economic development strategy
and recommended legislative and executive actions related to the implementation of the comprehensive
economic development strategy;

(i) A summary of the total investments made by the councit under the Wyoming
partnership challenge loan program, article 3 of this chapter, including:

(A) The name of each borrower and the amount of each loan,

(B) An evaluation of the loan success in economic development using appropriate
performance indicators as identified by the council;

(C) The cost of the loan program to the people of Wyoming in terms of.
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{1} Forgone interest that could have been obtained if the funds had been
invested by the state freasurer with the permanent funds of the state;

(I} Administrative and other costs associated with the program.
(D) Revenues and any other benefits obtained from the program.
(i) Repealed By Laws 2003, Ch. 8, 2.

{iv) Progress concerning the development of the research marketing center and its self-
sufficiency under W.S. 9-12-106(b);

(v) Areport of the fitm industry financial incentive program as provided in W.S. 9-12-406;

(vi) A summary of the total investments made by the council under the workforce housing
infrastructure program under W.S. 9-12-201 through 9-12-805, including:

(A) The name of each borrower and the amount of each loan;

(B) An evaluation of the loan success in providing workforce housing
infrastructure;

(C) The cost of the program to the people of Wyoming in terms of administrative
and other costs associated with the program.

(b} The councit shall submit its budget for review as provided by W.S. 9-2-1010 through 9-2-1014.
9-12-113. Conflicts of interest.

Council members shall be subject to the provisions of W.S. 16-6-118 and shall abstain from voting in
accordance with that section.

ARTICLE 2 - SCIENCE, TECHNOLOGY AND ENERGY FINANCIAL AID
9-12-201. Assumption of science technology and energy authority functions.

In assuming the functions of the science energy and technology authority the council shall administer the
program in accordance with the provisions of this act generally and the specific provisions of this article.

9-12-202. Applications for financial aid from the council.
(a) All applications for financial aid shall be submitted to the council who shall investigate and
prepare a report concerning the advisability of approving the proposed financial aid for the applicant and

concerning any other factors deemed relevant by the council.

(b) The investigation and report shall include such facts about the applicant under consideration as
its history, wage standards, job opportunities, stability of employment, past and present financial condition
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and structure, pro-forma income statements, present and future markets and prospects, integrity of
management as well as the feasibility of the proposed product to be granted financial aid, including the
state of development of the product as well as the likelihood of its commercial feasibility.

(c) After consideration of the report, the council shall approve or deny the application. The
applicant shall be promptly notified of the decision. In making the decision as to approval or denial of an
application, the council shall give priority to those applicants whereby:

(i) The proceeds of the seed capital aid will only be used to cover the initial capitalization
needs of the enterprise within Wyoming except as otherwise authorized in this article;

(i) The enterprise has a reasonable chance of success;

(iii) Participation by the council is necessary to the success of the enterprise because
funding for the enterprise is unavailable in the traditional capital markets, or because funding has been
offered on terms that would substantially hinder the success of the enterprise;

(iv) The enterprise seed capital has the reasonable potential to create a substantial
amount of primary employment within the state;

(v) 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;

{vi) There is a reasonable possibility that the council will recoup at least its initial
investment from seed capital contracts; and

(vii) Binding commitments have been made to the council by the applicant for adequate
reporting of financial data to the council including a requirement for an annual or other periodic audit of the
books of the enterprise, and for control by the council over the management of the enterprise, so as to
protect the investment including the right of access to financial and other records of the enterprise.

(d) In determining the level of financial support to be advanced, the council shall limit its proportion
of financial aid consistent with the existence of a market failure in product development financing but shall
not provide more than twenty percent (20%} of the funds of the council for any one (1} project. Any financial
aid toward product development financing granted pursuant to this section shall be equally matched or
exceeded by the applicant. No financial aid granted pursuant to this section shall in any manner be pledged
as collateral by the applicant.

(e) Before granting any seed capital financial aid, the council shall enter into an agreement with
the applicant providing for a return to the council which is commensurate with the level of risk and amount
of the financial aid.

ARTICLE 3 - WYOMING PARTNERSHIP CHALLENGE LOAN PROGRAM

9-12-301. Definitions.

(a) As used in this article:
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(i) "Business” means any proposed or existing enterprise which employs people within the
state, provides services within the state, uses resources within the state or otherwise adds economic value
to goods, services or resources within the state, and includes farm and ranch operations;

(i) "Community development organization" means a group of private citizens organized as
a business entity authorized to do business in this state for the purpose of providing financing for new,
existing, or expanding businesses and other economic or community development purposes throughout its
community or county, and which may take equity positions and shall take security positions in its borrowers
businesses and appropriate personal guarantees from the owners thereof;

(i) "Economic development account" means the economic development enterprise
account within the revolving investment fund created under article XV, section 12 of the Wyoming
constitution. The account shall consist of funds from payments as provided in W.S. 9-12-305 and other
funds as provided by law;

(iv) "State development organization" means a corporation organized under W.S. 17-11-
101 through 17-11-120 with the authority to provide financing for new, existing or expanding businesses
and to fulfill other economic or community development purposes throughout the state of Wyoming, and
which may take equity positions and shall take security positions in its borrowers' businesses and
appropriate personal guarantees from the owners thereof;

(v) "Economic disaster” means an event occurring in Wyoming that has an economic
impact with total lost revenues to impacted businesses in a twelve (12) calendar month period of at least
four million dollars ($4,000,000.00) or an economic impact with total lost revenues to impacted businesses
in four (4) or less counties in a twelve (12) calendar month period of at least one million dollars
($1,000,000.00). The business council may use good faith estimates of lost revenues to businesses in
determining whether an event qualifies as an economic disaster. Calculation of lost revenues shall only
include actual losses incurred and shall not include any future losses;

(vi) "Bridge financing" means the provision of financing for that portion of the total project
cost which is calculated by subtracting from total project cost the sum of ownership debt and equity. The
council shall not consider a proposal in which the bridge financing component exceeds thirty-five percent
(35%) of total project cost or five hundred thousand dollars ($500,000.00), whichever is less, and the
business does not contribute more than fifteen percent (15%) of the total project cost;

_(vil) "Guarantee loan participation” means a provision of financing by the council in which
the council participates with a lender that has secured a federal guaranteed loan to guarantee repayment of
a loan made to a business. The maximum participation by the councit shall be fifty percent (50%) of the
loan or one million dollars ($1,000,000.00), whichever is less;

(vil) "Loan guarantee" means a provision of financing by the council in which the council
guarantees a portion of a bank loan made to a business;

(ix) "Wyoming main street loan participation” means a provision of financing by the council
in which the council participates with a lender that has made a loan to a business for building improvements
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to maintain the structure's historical character. The maximum participation by the council shall be seventy-
five percent (75%) of the loan or one hundred thousand dollars ($100,000.00), whichever is less.

9-12-302. Wyoming partnership challenge loan program; creation; rulemaking;
administration account.

(a) The council shall establish and administer a partnership challenge loan program under this
articte and may contract for necessary professional services. Loans authorized under the program shall be
limited, except as otherwise provided under W.S. 9-12-304(c) through (g), to community development
organizations and state development organizations and made in accordance with the provisions of W.S. 8-
12-304. Any community development organization or state development organization may submit an
application to the council to participate in the program on forms prescribed by and subject to rules
promulgated by the council.

(b) The council, shall establish ali fees and interest rates to be charged for each loan as it is
underwritten for this program. The interest rate for loans made under this program shall be not less than
four percent (4%) per annum. Fees on loans under the program shall be paid monthly and deposited into a
program administration account which is continuously appropriated to the council to be expended solely for
the purpose of administering this article and loans authorized under it.

9-12-303. Council duties; actions on loan applications.

All complete applications to participate in the loan program established under this article which conform
with the criteria established by law and rules promulgated under this article which are submitted to the
council shall be considered by the council. The council shall review the application and may communicate
directly with the applicant and other lenders or potential lenders of the applicant. The council shall approve
or disapprove each application it considers in accordance with this article and rules promulgated under it.
In making its determination under this section, the council shall consider whether approval of the
application would cause unfair competition with any existing business in the area. The council shall
establish loan amortization schedules, terms and conditions for each loan approved.

9-12-304. Criteria for loans.

(a} Except as otherwise provided under subsections (c) through (g} of this section, loans under
this article may only be made by the council to community development organizations and state
development organizations which meet the following eligibility criteria:

(i) The community development organization or state development organization wilf
contribute an amount of cash or cash equivalent at least equal to the loan it receives under this article to a
program of investment in its area of local economic development;

(i) The community development organization or state development organization will
consolidate the loan it receives under this article and its required contribution under paragraph (i) of this
subsection and make loans to Wyoming businesses and investments in support of Wyoming businesses,
such as infrastructure construction loans and occupational training loans;
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(i} The community development organization has been endorsed by a resolution of the
legislative body of its municipality or county or, in the case of a state development organization, has been
endorsed by a resolution of the council; and

(iv) As part of any agreement under this article and to ensure funds loaned or committed
under this section are invested by the community development organization or the state development
organization in local economic development in a reasonable period of time, the council shall reserve the
right to terminate the agreement.

(b} Loans, loan commitments or loan guarantees or any combination thereof shall be made under
this article only:

(i) If the total amount to a single community development organization, or to a business for
an economic disaster loan as provided under subsection (c) of this section or to a business for bridge
financing as provided under subsection (d) of this section, does not exceed five hundred thousand dollars
{$500,000.00}, if the total amount to state development organizations does not exceed three million five
hundred thousand dollars ($3,500,000.00), if the amount to a business for a federally guaranteed loan as
provided under subsection (e) of this section does not exceed one million doliars ($1,000,000.00), if the
amount to a business for a loan guarantee does not exceed one hundred thousand doflars ($100,000.00)
per loan guaranteed or eighty percent (80%) of any net loan loss by the bank, whichever is less or if the
amount to a business for a Wyoming main street loan participation as provided under subsection {(g) of this
section does not exceed one hundred thousand dollars ($100,000.00);

(ii) If there are sufficient funds in the economic development enterprise account to fully
fund it and all other outstanding commitments, loans, loan guarantees and guarantee loan participations;

(iii) If funds provided by the state are adequately collateralized. The adequacy of the
collateral shall be determined by the council;

(iv) If the application for the loan or loan commitment is submitted on or after September
1, 1996.

(c) Any business or group of businesses may apply to the council for designation of an area of this
state as an area in which an economic disaster as defined in W.S. 9-12-301(a)(v) has occurred. The
council shall prescribe the form and contents of such applications. The council shall review each application
and make a determination as soon as practicable as to whether an economic disaster area designation
shall be made. The council may make loans to any business located within the designated economic
disaster area that has lost revenue as a result of the economic disaster. Subsection (a} of this section does
not apply to economic disaster loans under this subsection.

(d) Any business may apply to the council for bridge financing as defined in W.S, 9-12-301(a)(vi).
The council shall prescribe the form and contents of such application. The council shall review each
application and make a determination as soon as practicable. In the event of a default for any loan made
under this subsection, liability shall be shared proportionately between the state and the lending institution
in the same percentage as the source of the loan. The interest of the state and the lending institution shall
have priority over any claim of the business receiving the bridge financing or any other third party.
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(e) Any business may apply to the council for a guarantee loan participation as defined in W.S. 9-
12-301(a)(vii). The council shall prescribe the form and contents of the application. The council shall
review each application and make a determination as soon as practicable. The counci! shall structure any
guarantee loan participation so that in the event of default of any loan which is participated in under this
subsection:

(i) Liability shall be shared proportionally between the state and the lending institution in
the same percentage as the source of the funding for the loan; and

(i) The interest of the state and the lending institution shall have priority over any claim of
the business receiving the financing or any other third party.

{f) Any business may apply to the council for a loan guarantee as defined in W.S. 8-12-
301(a)(viii). The council shall prescribe the form and contents of the application. The council shall review
each application and make a determination as soon as practicable. The council shall structure any loan
guarantee so that in the event of default of any loan that is guaranteed under this subsection:

(i) Liability to the state under the guarantee shall not exceed one hundred thousand
dollars ($100,000.00) per loan guaranteed or eighty percent (80%) of any net loan loss by the bank,
whichever is less; and

(i} The interest of the state and the lending institution shall have priority over any claim of
the business receiving the financing or other third party.

{g) Any business may apply to the council for a Wyoming main street loan participation as defined
in W.S. 8-12-301(a)(ix). The council shall prescribe the form and contents of the application. The council
shall review each application and make a determination as soon as practicable. In the event of a defauit for
any loan made under this subsection, liability shall be shared proportionately between the state and the
lender in the same percentage as the source of the loan. The interest of the state and the lender shall have
priority over any claim of the business receiving the main street loan participation or any other third party.

9-12-305. Economic development enterprise fund account; deposits; continuous
appropriation; loans.

Except for fees deposited in accordance with W.S. 9-12-302(b), all repayments of principal and interest to
the state in connection with loans made under this article and other funds as appropriated by the legislature
for the challenge loan program shall be deposited into the economic development enterprise account within

- the revolving investment fund. All funds in the account may be used for and are continuously appropriated

for loans authorized to be made under this article. The total principat balance of outstanding loans shall not
exceed the amounts appropriated by the legislature plus interest accrued and collected less any losses of
loan principal or interest.

9-12-306. Audit; report.
(a) The director of the state department of audit or his designee shall annually examine the loan

program created under this article and submit his report of examination to the governor, the legislature and
the council. This examination shall include a financial and compliance audit of the council's operations, and
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such financial audit of borrowers under this article as the examiner deems appropriate. As a condition of
any loan under this article, the borrower shall agree to allow the examiner to examine its books and
records. The examiner shall treat all proprietary information received in the course of the examination or
audit as confidential.

(b) On or before July 15 of each year, the council shall submit a written report to the joint minerals,
business and economic development interim committee reviewing rules adopted by the council during the
reporting period, presenting a portfolio of loans made under the program and presenting a risk analysis of
the portfolio of loans prepared by the state banking commissioner. The report, portfolio of loans and risk
analysis required under this subsection shall be public records. The risk analysis prepared by the state
banking commissioner shall not be subject to the limitations of W.S. 8-1-512.

9-12-307. Penalty.
Any person who knowingly makes a false statement to the council in connection with an application under
this article or article 9 of this chapter is guilty of a felony punishable by imprisonment for not more than two
(2) years, a fine of not more than two thousand dollars ($2,000.00), or both.

ARTICLE 4 - FILM AND VIDEO PROMOTION

9-12-401. Repealed By Laws 2003, Ch. 8, 2.

9-12-402. Film industry financial incentive program; creation.
There is created the film industry financial incentive program to encourage the use of this state as a site for
filming and providing production services for filmed entertainment. The program shall be administered by
the Wyoming tourism board.

9-12-403. Film industry financial incentive program; definitions.

(a) As used in this article:

(i} "Filmed entertainment" means any one (1) motion picture, television production,
commercial or music video to be sold or displayed in electronic medium or film motion pictures;

(i) "Production costs" means the total cost of producing filmed entertainment;

(i} "Program" means the film industry financial incentive program created under this
article;

(iv) "Qualified expenditures” mean expenditures for goods purchased or leased or
services purchased, leased or employed from a vendor or supplier who is located and doing business in
this state if the expenditure was made in this state and was made for a qualified production. Qualified
expenditures for which reimbursement may be made are limited to:

{A) Salaries and employment benefits for services rendered in and to residents of
this state;
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(B) Rents for real and personal property located in this state used in the

production;

(C) Payments for preproduction, production, post-production and digital media
effects services provided in this state;

(D) Costs of set construction provided in this state.

(v) "Qualified production” means filmed entertainment totally or partially produced and
filmed in this state that would have widespread public appeal and would likely encourage members of the
public to visit the state of Wyoming;

(vi) "Board" means the Wyoming tourism board.

9-12-404. Film industry financial incentive program; reimbursement eligibility; submission
of required documentation; payment.

(a} The board may contract with the makers of a qualified production to provide a reimbursement
of up to fifteen percent (15%) of the production's qualified expenditures if a minimum of two hundred
thousand doltars ($200,000.00) in tota! qualified expenditures are made.

(b) The sum of all contractual cbligations under this section shall not exceed the total appropriation
available for the program for any fiscal biennium.,

(c} A qualified production applying for a payment under this section shall submit documentation for
claimed qualified expenditures to the board.

9-12-405. Film industry financial incentive program; contract required; procedure; approval
process.

(a) The board may contract with any entity engaged in this state in producing filmed entertainment
for reimbursement of qualified expenditures as provided in this article. The board shall be provided
information required to determine if the production is a qualified production and to determine the qualified
expenditures, production costs and other information necessary for the council to determine both eligibility
for and the appropriate level of reimbursement. No reimbursement shall be made unless the board has
entered into an agreement which provides for adequate consideration to the state in exchange for the
reimbursement provided. No reimbursement of qualified expenditures shall be made by the board until the
qualified production is complete and substantially all contractual commitments made to the board have
been fulfilled. If a qualified production is not completed according to a reasonable schedule, the contract
shall be terminated and funds reallocated to other qualified productions.

{b} The board shall establish a process by which a contract under this article is formulated and
executed and reimbursement amounts are determined. The board shall require information including, but
not limited to:

(i) Production related employment;
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(i) Proposed total production budgets;

(i) Planned expenditures in this state which are intended for use exclusively as an
integral part of preproduction, production or post-production activities engaged in primarily in this state; and

(iv) A signed affidavit by a person authorized to commit the entity that the information
provided to the board has been verified and is correct.

(d) The board shall not contract with any qualified production for reimbursement of qualified
expenditures under this article unless the board determines that adequate consideration fo the state in
exchange for the reimbursement will be provided under the contract. The reimbursement shall not exceed
the amount of measurable benefit gained by the state resulting from the qualified production expenditures.
The consideration may include but is not limited to:

(i) Providing a storyline that is set in Wyoming;

(i) Providing additional Wyoming behind the scenes footage;

(i} Using Wyoming props and product placement; and

(iv) Providing a clear statement in the credits that the product was filmed in Wyoming.

9-12-406. Film industry financial incentive program; rules and regulations; fraudulent
claims; reporting.

(a) The board may adopt rules and regulations to implement this article, including, but not limited
to, requirements for the contract process, requirements for substantial completion of contractual
commitments, records required for submission for substantiation of reimbursement and determination of
and qualification for reimbursement.

(b) An entity that obtains payment under this article through a claim that is fraudulent is liable for
reimbursement of the amount paid plus an amount double the payment plus reimbursement of reasonable
costs. The amounts under this subsection are in addition to any criminal penalty for which the entity is
liable for the same acts. The entity shall also be liable for costs and fees incurred by the state in
investigating and prosecuting the fraudulent claim.

(c) The board shall report to the joint travel, recreation, wildlife and cultural resources interim
committee and the joint appropriations interim committee by October 1 each year, expenditures under this
article and the return to the state on funds expended pursuant to this article.

9-12-407. Sunset provision.

W.S. 9-12-402 through 9-12-406 are repealed effective June 30, 2011.

ARTICLE 5 - WYOMING COUNCIL FOR WOMEN'S ISSUES
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9-12-501. Creation; areas of attention.

(@) The Wyoming council for women's issues is created within the Wyoming business council. The
council for women's issues shall focus attention on the status of women in Wyoming with emphasis on the
following areas:

(i) Employment practices;

(i} Educational opportunities;

(iiiy Home and community;

(iv) Legal rights and responsibilities.

(b) As used in this article, unless otherwise specified, "council” means the Wyoming council for
women's issues.

9-12-502. Membership; term; appointments; vacancies; removal; officers; acceptance of
gifts and donations; expenses.

(a) The council shall be composed of fourteen (14) members, each of whom shall serve for a term
of six (6) years. The governor shall make the appointments and fill any vacancies for unexpired terms. The
governor may remove any member as provided in W.S. 9-1-202. The council shall be composed of one (1)
woman from each of the judicial districts in the state, four (4) persons chosen at large and the chief
executive officer of the Wyoming business council or his designee who shall be an ex officio member. Not
more than nine (9) members shall be from the same political party. Of the initial members appointed from
each of the judicial districts, three (3) members shall be appointed for terms of two (2) years, three (3)
members shall be appointed for terms of four (4) years and three (3) members shall be appointed for terms
of six (6) years.

(b) The council shall elect a chairman and vice-chairman from its members. The Wyoming
business council may employ a secretary on a part-time basis to assist the council. The council may accept
gifts and donations.

{c) Members of the council shall receive no compensation but shall be reimbursed under W.S. 9-3-
102 and 9-3-103 for per diem and travel expenses incurmred in the performance of their duties.

ARTICLE 6 - COMMUNITY INFRASTRUCTURE PROGRAM
9-12-601. Wyoming business ready community program; purpose; creation; rulemaking.

(a) Itis the purpose of this article to promote economic development at the city, town and county
level in order to create additional economic health and a stronger state economy.

(b} The council shall establish and administer a Wyoming business ready community program as
provided by this article. Any city, town or county may submit an application to the council for a grant or loan
under the program on forms prescribed by and subject to rules promulgated by the council. Granis or loans
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may be applied for by a joint powers board with the approval of all participating agencies to the joint powers
agreement. Grants and loans may be made by the council for economic or educational development
infrastructure projects, including the purchase of land, buildings, facilities, telecommunications
infrastructure, rights of way, airports, sewer and water projects, roads, landscaping, recreational and
convention facilities or other infrastructure determined by the council to be consistent with the purposes of
this article. In adopting rules and making grants and loans under this article the council shall require all
projects to be related to economic or educational development infrastructure, which shall not include
rehabilitation or expansion of existing infrastructure unless the council determines the rehabilitation or
expansion is necessary to meet the purposes of this article. All grants, loans or cooperative agreements
made under this article shall be referred by the council to the state loan and investment board for final
approval or disapproval. The state loan and investment board may adopt rules as necessary to implement
its duties under this article.

(c) Grants shall be matching grants as determined by the council. Loans shall be made at no or
low interest rates.

(d) Grants or loans shall be made under this article, only if the applicant demonstrates that upon
receipt of the grant or loan, all projected project costs will be funded. Grants or loans for one (1) project
may not exceed a maximum annual amount established by rule of the council. Multi-year projects may be
awarded up to the maximum annual amount each year, for a period not to exceed three (3) years, as
approved by the state loan and investment board. The application shall identify the source of all funds to
be used for the project.

(e) Grants or lcans may be used to fund project costs in accordance with approved applications
and rules of the council. Grant or loan funds may be used to contract with community development
organizations and state development organizations in accordance with the purposes of this article and
approved applications.

(f) Loans provided under this article shall be adequately collateralized as determined by the
council. No foans shall be made without the written opinion of the attomey general certifying the legality of
the transaction and ali documents connected therewith. An election approving the project and borrowing for
the project by the qualified electors of the borrowing entity shall be required only if the attorney general
determines such an election is otherwise required by law.

(9) Repayments of loans under this section shall be credited to the business ready community
account.

(h) The council may also enter into cooperative agreements with the Eastern Shoshone Tribe and
the Northern Arapaho Tribe in order to promote the purposes of this article.

() Grants may be made by the council for projects, in accordance with rules of the council, which:

(i} Improve the development of businesses that will provide data generation and
information technology storage capabilities statewide or in municipalities of the state;




(i} Encourage and provide for the expansion of existing businesses providing information
technology storage enterprises in the state, including those developed through the University of Wyoming
business technology center;

(iii} Provide a reduction of the costs of electrical power or bandwidth, or both, to
businesses meeting the provisions of paragraph (j)(i} or (ii) of this section. In exchange for providing these
reductions in costs, the political subdivision receiving the grant and providing the reduction in costs shall
contract with the business to receive direct benefits and indirect economic development benefits including:

(A) A specific amount of capital investment by the business;
(B) A specific minimum payrolt created by the business;

(C) The provision of information technology storage services to the state or the
political subdivision at a price discounted from the fair market value of the services; and

(D) An agreement to repay with a reasonable rate of return any funds received to
reduce costs if the business relocates from the political subdivision prior to the expiration of five (5) years
from the date of first receiving funds.

(k) As used in this article;
(i} "Community development organization" means as defined by W.S. 9-12-301(a)(ii);
(i) "State development organization" means as defined by W.S. 9-12-301(a)(iv).
9-12-602. Wyoming business ready community program account.
There is created the business ready community account. Funds shall be credited to the account as
provided by law. Funds in the account are continuously appropriated to the council to be used only for
cooperative agreements, grants or loans authorized to be made under this article.
9-12-603. Council duties; actions on grant and loan applications.
All complete applications to participate in the grant and loan program established under this article which
conform with the criteria established by law and rules promulgated under this article which are submitted to
the council shall be considered by the council. The council shall approve or disapprove each application it
considers in accordance with this article and rules of the council.
ARTICLE 7 - AIR SERVICES FINANCIAL AID
9-12-701. Amended and Renumbered as W.S. 10-3-601 by Laws 2005, ch. 13, 1.
9-12-702. Amended and Renumbered as W.S. 10-3-602 By Laws 2005, ch. 13, 1.

ARTICLE 8 - WYOMING COMMUNITY FACILITIES PROGRAM
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9-12-801. Wyoming community facilities program; purpose; creation; administration by
council; rulemaking authority; eligible projects.

{a) Itis the purpose of this article to assist communities to preserve former school and government
facilities that have existing or future community uses.

(b} The council shall administer a Wyoming community facilities program as provided by this
article, subject to the approval of grants and loans by the state loan and investment board as provided by
this article.

{c) Any qualifying community with a demonstrated need for a community facility, including a city,
town, county, joint powers board or other local governmental entity, may submit an application to the
council for a grant or loan under this program on forms prescribed by and subject to rules promuigated by
the council. Application by a joint powers board shall require the approval of all participating agencies to
the joint powers agreement.

(d) Grants or loans may be recommended by the council and awarded by the state loan and
investment board for economic development community facilities projects which provide:

(i) Space for community gatherings and functions;

(i) Appropriate recreational, swimming and athletic facilities for community members,
particularly youth;

(i) Other functions or uses determined by the council to be consistent with the purposes
of this article.

(e) In adopting rules and recommending grants and loans under this article, the council shall
require all projects to be related to economic development or enhancement of quality of life in a
community. Projects may consist of.

(iy The expansion, renovation or remodeling of existing surplus government facilities;

(i) The purchase of an interest in or cooperative agreements for the expansion,
renovation or conversion of school facilities to the extent the facilities exceed statewide school building and
facility adequacy standards established by the school facilities commission under W.S. 21-15-115. No
ownership interest to the project or facility under a project shall remain with the school district upon
expenditure of any funds under this program for any project.

(f) All grants, loans or cooperative agreements recommended by the council shall be referred by
the council o the state loan and investment board for final approval or disapproval in accordance with this
article.

9-12-802. Community facility qualifications; demonstration of need.

(a) To qualify for a grant or loan under this article, an applicant shall demonstrate:
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(iy A commitment by the applicant community to adequately maintain the project facility for
which the grant or loan is requested during a reasonable period of time;

(i) A partnership or other working arrangement or agreement with other local
governmental entities to ensure the viability of the project facility over a reasonable period of time;

(i) The project facility is not otherwise provided in the community or that such a facility
exists except that the financing of that facility has not been paid in full;

{iv) The project wilt not compete with existing governmental crganizations or businesses;

(v) The relationship of the project facility to a community economic development plan or to
the enhancement of quality of life in the community; '

(vi) That all project costs will be funded at the time of receipt of a grant or loan under this
article, with funding sources specified within the project application;

(vii) The availability of funds sufficient to maintain the project facility. The project
application shall clearly identify maintenance funding sources sufficient to cover maintenance costs for a
period of not less than four (4) years;

(viii) Any other criteria developed by the council consistent with the purposes of this
article.

9-12-803. Community facility grant and loan; approval by state loan and investment board.

(a) Grants shall be awarded on a matching basis at match proportions recommended by the
council and approved by the board.

(b) Grants or loans may be used to fund project costs in accordance with approved applications
and rules and regulations established by the council. Grant or loan funds may be used to contract with
community development organizations and state development organizations in accordance with this article
and approved project applications. For purposes of this subsection, "community development
organizations” shall be as defined under W.S. 9-12-301(a)(ii) and "state development organizations" shall
be as defined under W.S. 9-12-301(a)(iv)-

{c) Loans provided under this article shall be adequately collateralized as determined by the
council. No loans shall be made without the written opinion of the attorney general certifying the legality of
the transaction and all documents connected therewith. An election approving the project and borrowing
for the project by the qualified electors of the borrowing entity shall be required only if the attomey general
determines such an election is otherwise required by law.

{d}) Repayments of loans under this article shall be credited to the community facilities program
account.

{e) The council shall prioritize proposed cooperative agreements, grants and loans it recommends
to the state loan and investment board in accordance with rules it adopts under this article.
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() The state loan and investment board shall adopt rules as necessary to implement its duties
under this article governing the approval or disapproval of projects recommended by the council.

9-12-804. Wyoming community facilities program account.
The community facilities program account is created within the special revenue fund and shall consist of
funds credited to the account as provided by law. Funds in the account are continuously appropriated to
the council to be used only for cooperative agreements, grants or loans authorized by the state loan and
investment board under this article.

9-12-805. Tribal participation in community facilities program.
The councit may enter into cooperative agreements with the business council of the Eastern Shoshone
Indian Tribe, the business council of the Northern Arapaho Indian Tribe or the joint business council of the
Eastern Shoshone and Northern Arapaho Indian Tribes to promote the purposes of the community facilities
program and to allow those entities to participate in the program.

ARTICLE 9 - COMMUNITY WORKFORCE HOUSING PROGRAM
9-12-901. Wyoming workforce housing infrastructure program; purpose; definitions.

(a) The legislature finds and declares that:

(i) There is in this state by reason of the location and expansion of mineral extractive
industries and other economic developments, a critical shortage of adequate housing;

(i) Itisin the public interest of the citizens of this state to facilitate the provision of
adequate housing in order to promote the economic welfare of the state and its residents by increasing
employment, stimulating economic activity, augmenting sources of tax revenue, fostering economic
stability, furthering health care and improving the balance of the state's economy;

(iii) Itis the purpose of this article to promote and continue economic development by
providing adequate housing necessary to create additional economic health and a stronger state economy;

(iv) This article constitutes a valid public purpose, of primary benefit to all citizens of the
state of Wyoming.

(b) As used in this article:
(i) "Community development organization" means as defined by W.S. 9-12-301(a)(ii);
(i) "Community land trust" means land held in trust as a public investment for the long-
term benefit of a community to provide secure, affordable access to land and workforce housing for

community residents;

(iii) "State development organization” means as defined by W.S. 9-12-301(a)(iv);
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(iv} "Workforce housing" means owner-occupied, residential dwellings;

(v) "Workforce housing infrastructure” means publicly owned infrastructure to a workforce
housing subdivision or development, and if determined by the council to be consistent with the purposes of
this article, through a workforce housing subdivision or development. To be considered "workforce housing
infrastructure” under this article, the infrastructure shall be for a workforce housing subdivision or
development for which the political subdivision making application under this article has required, through
zoning or otherwise, the inclusion of a specified percentage cr number of housing units at specified
maximum initial sale prices or to have a specified initially finished, maximum square footage. In addition,
the following shall apply:

(A) "Workforce housing infrastructure” includes:
(I} Rights of way,
() Sewer and water distribution projects;
(I} Storm water control and drainage facilities;
(IV} Streets, roads and bridges;
(V) Curbs, gutters and sidewalks;
(VI} Lift stations;
(VIl) Traffic signals;
(VI Street lighting;

(IX) Payment for the additional costs of over-sizing water and sewer
distribution lines through or to a subdivision to accommodate future expansion;

(X) The purchase of land as necessary to accommodate infrastructure
projects;

(XI) Other infrastructure determined by the council to be consistent with
the purposes of this article.

(B) "Workforce housing infrastructure” shall not include:
{1) Projects, the primary purpose of which is to bring public infrastructure
to existing housing which is supplied by a well or uses a septic system. Nothing in this subdivision prohibits

the use of funding under this article to provide such infrastructure as incidental to an approved project,

(I Refinancing of existing projects that have been financed previously
with other resources;
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(I} Financing any project under the Wyoming water development
program established by W.S. 41-2-112 through 41-2-124;

(IV) Financing any project that does not provide for the construction of
additional housing units or that involves rehabilitation or expansion of existing infrastructure unless the
council determines the rehabilitation or expansion is necessary fo meet the purposes of this article;

(V) Financing any infrastructure project which is not under public
ownership.

9-12-902. Wyoming workforce housing infrastructure program; creation; rulemaking.

(a) The council shall establish and administer a Wyoming workforce housing infrastructure
program as provided by this article. Any city, town, county or special improvement district may submit an
application to the council for a loan under the program on forms prescribed by and subject to rules
promulgated by the council. Loans may be applied for by a joint powers board with the approval of afl
participating agencies to the joint powers agreement. Loans may be made by the council for workforce
housing infrastructure projects and community land trust projects. in adopting rules and making loans under
this article the council shall require all projects to be related to workforce housing infrastructure or
community fand trusts.

{b) Loans may be made at zero interest rate, up to an annual interest rate equal to the average
prime interest rate as determined in accordance with subsection {e) of this section. The council shall
establish criteria for determining the maximum loan amounts subject to final approval by the state loan and
investment board. :

(c} Loans shall be made under this article, only if the applicant demonstrates that upon receipt of
the loan, all projected project costs will be funded. Loans for one (1) project may not exceed a maximum
annual amount established by rule of the council. Multi-year projects may be awarded up to the maximum
annual amount each year, for a period not to exceed three (3) years, as approved by the state loan and
investment board. The application shall identify the source of alt funds to be used for the project.

(d) Loans may be used to fund project costs in accordance with approved applications and rules of
the council. Loan funds may be used to contract with community development organizations, state
development organizations and nonprofit organizations in accordance with the purposes of this article and
approved applications.

(e) Loans provided under this article shall be adequately collateralized as determined by the
council. The council shall establish interest rates to be charged for loans under the program, but the
interest rate shall not exceed an annual interest rate equal to the average prime interest rate as determined
by the state treasurer. To determine the average prime interest rate, the state treasurer shall average the
prime interest rate for at least seventy-five percent (75%) of the thirty (30) largest banks in the United
States. The interest rate shall be adjusted on January 1 of each year. Interest rates shall be established in
recognition of the repayment abilities and needs of the local governmental entity eligible for loans under the
program. The council shall establish loan amortization schedules, terms and conditions for each loan
approved.




{f) No loans shall be made without the written opinion of the attorney general certifying the legality
of the transaction and alt documents connected therewith. An election approving the project and borrowing
for the project by the qualified electors of the borrowing entity shall be required only if the attorney general
determines such an election is otherwise required by law.

(g) Loans and loan commitments or any combination thereof shall be made under this article only:

(i) If there are sufficient funds in the workforce housing infrastructure program account to
fully fund it and all other outstanding commitments and loans;

(i) If repayment of any loan provided by the state is adequately collateralized. The
adequacy of the collateral shail be determined by the council, subject to final approval by the state loan and
investment board.

(h) Repayments of loans under this section shall be credited to the Wyoming workforce housing
infrastructure program account.

(i) The council may also enter into cooperative agreements with the Eastern Shoshone Tribe and
the Northern Arapaho Tribe in order to promote the purposes of this article.

(k) After approval of loans, the applicants shall report to the council, as required by the approved
application. The report shall include:

(i) The progress of the project until the project is completed;

(i} Any additional information required by the counci to ensure compliance with loan
requirements or compliance with this article.

9-12-903. Council duties; actions on loan applications,

(a) All complete applications to participate in the program established under this article, which
conform with the criteria established by law and rules promulgated under this article and which are
submitted to the council, shall be considered by the council. The council shali approve or disapprove each
application considered in accordance with this article and rules promulgated by the council. All loans or
cooperative agreements made under this article shall be referred by the council to the state loan and
investment board for final approval or disapproval. The state loan and investment board may adopt rules as
necessary to implement its duties under this article.

(b) In adopting rules and making funds available under this article, the council shall provide a
competitive application and scoring system adequate to measure the benefits of each application. The
application scoring system shall target the projects based on ranking criteria which address:

{i) The need for the proposed housing;

(i) The affordability of the proposed housing;
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(i) The number of additional housing units o be developed, with consideration of the
percentage of critical workforce housing needs in the community to be served;

(iv) The extent to which the project is dart of an overall community and economic
development plan;

{v) The extent to which the project demonstrates readiness;

{vi) Any other criteria determined by the council to be consistent with the purposes of this
article.

(c) The council may negotiate and enter into appropriate contracts or memoranda of
understanding with Wyoming state agencies, authorities or instrumentalities as necessary or convenient to
facilitate the council's duties under this article.

9-12-904. Community land trusts; eligibility; requirements.

(a) Loans made under this article for community land trusts, in addition to meeting other
requirements of this article, shall require that:

(i) The land subject of the trust be owned or leased by a political subdivision of the state,
including a city, town, county, special improvement district or a housing authority authorized under W.S. 15-
10-116;

(i) The land be used for workforce housing with lots for housing leased and with the
political subdivision remaining the owner of the land or the primary lessee;

(i) The leases of lots be upon such terms as to allow commercial lenders to lend funds for
housing construction on terms comparable to housing built on fee owned lands;

(iv) The housing development on lands subject to the trust include a specified percentage
or number of housing units at specified maximum initial sale prices or be required to have a specified
initiafly finished, maximum square footage as required by the political subdivision making application under
this article, through zoning or otherwise;

(v) The lease terms for housing constructed on the land subject to the trust provide for
continuation of the initial long term community benefit through subsequent sales of the housing.

{b) The political subdivision owning or leasing the land subject to the community land trust may
fulfill the requirements of this section directly, through a housing authority created pursuant to W.S. 15-10-
116, or by agreement with private nonprofit entities.

9-12-905. Wyoming workforce housing infrastructure program account.
(@) There is created the workforce housing infrastructure program account. Funds shall be credited

to the account as provided by law. Funds in the account shall be used only upon legislative appropriation
for cooperative agreements and loans authorized to be made under this article. All funds including any
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earned interest and repayments of principal on loans under this article remaining in the workforce housing
infrastructure program account at the end of a biennium shall not lapse and shall not revert as provided in
W.S. 9-4-207 but shall remain in the account to implement the purposes of this section.

(b) Interest and repayments of principal on loans under this article shall be redeposited into the
workforce housing infrastructure program account.

(c) Accrued interest and other earnings on unexpended funds within the account shall be credited
to the workforce housing infrastructure program account.

ARTICLE 10 - WYOMING TOURISM BOARD

9-12-1001. Wyoming tourism board; creation; composition; appointment; terms;
compensation.

(a) There is created the Wyoming tourism board. The board shall serve as the leading proponent
of Wyoming's tourism and hospitality industry and shall provide governance and oversight for the division of
travel and tourism.

(b) The board shall be comprised of nine (9) members who shall be employed in or associated
closely with the travel industry. The board shall be appointed by the governor, and approved with the
advice and consent of the senate, in accordance with W.S. 28-12-101 through 28-12-103, as follows:

(i} One (1) member shall be from tourism appointment district 1, consisting of Albany,
Carbon and Laramie counties;

(i) One (1) member shall be from tourism appointment district 2, consisting of Converse,
Goshen, Natrona, Niobrara and Platie counties;

(iii) One (1) member shall be from tourism appointment district 3, consisting of Campbel,
Crook, Johnson, Sheridan and Weston counties;

(iv) One (1) member shall be from tourism appointment district 4, consisting of Lincoln,
Sweetwater and Uinta counties;

(v) One (1) member shali be from tourism appointment district 5, consisting of Big Horn,
Hot Springs, Park and Washakie counties;

(vi} One (1) member shall be from tourism appointment district 6, consisting of Fremont,
Sublette and Teton counties;

(vii} Three {3) members shall be at-large members appointed to provide geographic and
tourism industry balance.

(c) Each appointed member shall serve for three (3) years, except that the initial appointments of
the members shall be:




(i} One (1) year for one (1) of the at-large members and the members appointed from
tourism appointment district 2 and tourism appointment district 5;

(i) Two (2) years for one (1) of the at-large members and the members appointed from
tourism appointment district 1 and tourism appointment district 3; and

(i) Three (3) years for one (1) of the at-large members and the members appointed from
tourism appointment district 4 and tourism appointment district 6.

(d) No appointed member shall serve more than two (2) consecutive three (3) year terms.

(e) The board shall select a chairman and a vice-chairman from among its members.

{f) The governor may remove any member as provided by W.S. 9-1-202.

(@) Members of the board shall receive mileage and per diem for attending board meetings or
other meetings as assigned by the board, in the same amount as state legislators and shall receive no
other compensation for serving on the board.

(h) For purposes of this article, "board” means the Wyoming tourism board,

9-12-1002. General powers and duties of the board; rulemaking authority.

(a) The board shall be responsible for implementing the tourism program and functions assigned
to the Wyoming business council under the Wyoming Economic Development Act, including the

expenditure of all funds appropriated for the tourism program and shall:

(i) Assemble and distribute information concerning the scenic and recreational
opportunities and resources of Wyoming;

(i) Encourage close cooperation between public and private agencies engaged in
stimulating recognition of Wyoming recreational resources;

(iii) Implement programs to promote tourism in Wyoming; and

(iv) Administer the film industry financial incentive program as provided in W.S. 8-12-402
through 9-12-406.

(b) The board shall assign a member to attend all regularly scheduled meetings of the Wyoming
business council.

(c) The board shall promulgate rules and regulations necessary to implement this article.
ARTICLE 11 - MAINSTREET PROGRAM

9-12-1101. Definitions.
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(a} As used in this article:
(i) "Board" means the Wyoming main street advisory board;

(i) "Business area" means a commercial area existing at the time services under the
Wyoming main street program are requested by a municipality;

(ili) "Municipality" means a city, town, county or district;

(iv) "Revitalization" means the process of engaging in activities to increase economic
activity while preserving and building upon a location's historically significant characteristics.

9-12-1102. Wyoming main street advisory board.

(a) There is created a Wyoming main street advisory board. The beard shall consist of seven (7)
members appointed by the governor, not more than four (4) of whom shall be from the same political party.
Board members shall elect from their membership a chairman, vice-chairman and secretary.

(b) The governor may remove any member of the board as provided by W.S. 9-1-202.

(c) Board members shall serve a three (3) year term provided that of the initial board, two (2)
members shail be appointed for a one (1) year term, two {2) members for two (2) year terms and three (3)
members for three (3) year terms. Vacancies on the board shall be filled by appointment of the governor
for the unexpired term.

(d) Members of the board shall receive the same per diem, expenses and travel allowance as
members of the legislature while in actual attendance at meetings of the board and the performance of their
duties relative thereto.

(e) The department shall provide staff services as required by the board to carry out the board's
duties.

(f) The board shall meet as often as necessary to conduct business, but not less than three (3)
times each year. Meetings shall be called by the chairman. A majority of members of the board shall
constitute a quorum.

9-12-1103. Duties of the board.

(a) The board shall;

(i) Assist the council in developing a plan to operate the Wyoming main street program;

(i} Annually review the program and report findings and recommendations, including
recommendations for future legislation, to the govemnor;

(iiiy Provide a comprehensive evaluation of the Wyoming main street program annually to
the joint minerals, business and economic development interim committee no later than September 1 of
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each year. The report shall include findings and recommendations, including recommendations for future
legislation.

- -

9-12-1104. Duties of the council.

{a} The council shall establish and administer a Wyoming main street program to coordinate state
and local participation in programs offered by the national main street center, created by the national trust
for historic preservation, to assist municipalities in planning, managing and implementing programs for the
revitalization of business areas.

{b) In carrying out subsection (a) of this section, the council shall:

(i) Enter into contracts to obtain business area revitalization services;

(i) Subject to legislative authorization, employ any staff necessary to operate the
Wyoming main street program;

{iii) With advice from the board, develop a plan describing the objectives of the Wyoming
main street program and methods by which the council shall:

(A) Coordinate the activities of that program with private and public sector
revitalizations of business areas;

(B) Solicit and use private sector funding for revitalization of business areas;
(C) Assist municipalities engaged in the revitalization of their business areas.

(iv) Coordinate with other state and local public and private entities that provide services
to municipalities undertaking projects for the revitalization of business areas;

(v) Provide training, technical assistance and information on the revitalization of business
areas to municipalities which do not participate in the Wyoming main street program;

(vi) Repealed By Laws 2009, Ch. 8, 2.
{¢) The council shall promulgate rules necessary to carry out the provisions of this article.
9-12-1105. Main street program.

(a) The council with advice from the board shall determine the number of municipalities to
participate in the Wyoming main street program. The council shali select program participants that
represent different geographical regions or populations. The council shall hold at least one (1) public
hearing before making selections under this subsection.

(b) In making its selection pursuant to subsection (a) of this section, the council, with the
assistance of the board, shall develop criteria for use in selecting program participants which relate to at
least the following issues:
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(i) Private and pubtic sector interest in and commitment to revitalization of a business area
selected by the municipality;

(i) Potential private sector investment in a business area selected by the municipality;

(it} Local organizational and financial commitment to employ a program manager for not
less than three (3) years;

(iv) Local assistance in paying for the services of a design consultant recommended by
the advisory board,; -

(v) Local commitment to assist in training programs to direct activities related to business
areas in municipalities that do not participate in the Wyoming main street program.

ARTICLE 12 - WYOMING ENERGY PERFORMANCE PROGRAM
9-12-1201. Definitions.
{a) As used in this article:

(i) "Agency” means a branch, agency, department, board, instrumentality or institution of
the state of Wyoming, a county, a municipal corporation, a school district, a community college district, the
University of Wyoming, the joint business council of the Eastern Shoshone and Northem Arapaho Indian
tribes, the business council of the Eastern Shoshone Indian tribe, the business council of the Northern
Arapaho Indian fribe, a joint powers board formed pursuant to this act or a special district specifically
involved in providing facilities or functions enumerated in W.S. 16-1-104(c);

(i) "Energy conservation measure” means an energy study, audit, improvement or
equipment that is designed to provide energy, water and operational cost savings at least equivalent to the
amount expended by a facility owner for such energy study, audit, improvement or equipment over a period
of not more than twenty (20) years after the date such improvement or equipment is installed or becomes
operational;

(i) "Energy performance contract” means the contract that allows a facility owner to
accomplish energy or water efficiency projects without upfront capital costs or capital appropriations. An
energy performance contract shall not be considered fo be a contract for public improvement pursuant to
W.S. 15-1-113;

{iv) "Energy services company" means the contractor not organized under the auspices of
a utility regulated by the public service commission with demonstrated technical, operational, financial and
managerial capabilities to design and implement energy conservation measures and the ability to secure
necessary financial measures to ensure related guarantees for operational cost savings and who is
responsible for the audit, design, implementation, measurement, verification and guarantee of savings for
individual projects;
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(v) "Facility owner® means an agency or group of agencies, a public hospital or other
public entity responsible for an individual facility or group of facilities;

(vi) "Investment grade energy audit” means the detailed engineering investigation and
report of a facility's current energy and water consuming equipment inventory, condition, operation,
maintenance and performance, energy baseline, potential energy and water efficiency upgrades, life cycle
costs and risks for future performance that provides the justification for the energy performance contract
project;

(vii) "Wyoming energy conservation improvement program™ means the Wyoming business
council state energy office program designed to enable and support development and implementation of
energy performance confract projects.

9-12-1202. Energy performance contracting.

The council shall establish a Wyoming energy conservation improvement program which provides support
development and implementation of energy performance contract projects to facility owners voluntarily
participating in the program. In order to participate in the program, facility owners and energy services
companies shall be subject to the provisions of this article and rules adopted pursuant to this article.

9-12-1203. Energy performance contracting.

{a) Upon receipt of a request from a facility owner, the Wyoming business council shall provide the
facility owner with a list of energy service companies interested in providing services to the facility owner
and qualified by the Wyoming business council to participate in the Wyoming energy conservation
improvement program.

(b) The energy services company participating in the Wyoming energy conservation improvement
program shall provide an investment grade audit showing the estimated energy and operational cost
savings that would result from the proposed energy conservation measures. Before executing any contract
or lease purchase agreement under subsection (c) of this section, the energy services company shall
provide the facility owner with plans for the proposed energy conservation measures prepared by an
engineer licensed to practice in Wyoming.

(c) Notwithstanding W.S. 15-1-113 and subject to the provisions of subsection (e) of this section, a
facility owner may enter into an installment payment contract or lease purchase agreement for an energy or
water conservation measure which meets the criteria of this section. Any documents related to
negotiations entered into pursuant to this section with individual energy services companies by an agency
or facility owner shall be considered trade secrets pursuant to the provisions of the Wyoming Public
Records Act, W.S. 16-4-201 through 16-4-205. After a confract has been executed by an agency, the
contract and all proposals from energy service companies shall be open records available for public
inspection in accordance with the Wyoming Public Records Act.

(d) Energy performance contracts entered into pursuant to the Wyoming energy conservation
improvement program shall require the energy services company to provide to the facility owner an annual
reconciliation of the guaranteed energy savings. If the reconciliation reveals a shortfall in annual energy
savings, the energy services company shall be liable for compensation to the facility owner for such
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shortfall under the provisions of the energy performance contract. If the reconciliation reveals an excess in
annual energy savings, the excess savings shall be retained by the facility owner and shall not be used to
cover potential energy savings shortages in subsequent contract years.

{e) An energy performance contract entered into pursuant to the Wyoming energy conservation
improvement program may provide for financing, including tax exempt financing, by a third party. The
contract for third party financing may be separate from the energy performance contract. A separate
contract for third party financing shall include a provision that the third party financier shall not be granted
rights or privileges that exceed the rights and privileges available to the energy services company.

() The Wyoming business council may provide support under the Wyoming energy conservation
improvement program as requested by facility owners for purposes of this section. The Wyoming business
council state energy office may fix, charge and coffect reasonable fees for any administrative support and
resources or other services provided by the Wyoming business council pursuant to this subsection.

(g) If the facility owner fails to appropriate or receive an appropriation of money for a periodic
payment due for improvements made through an energy performance contract, any security interest in any
property created pursuant to the energy performance contract, may be enforced by the holder of such a
security interest against the property.

(h) The term of an energy performance contract shall not exceed twenty (20) years after the date
on which the work required by the energy performance contract to implement all energy conservation
measures is completed.

() The Wyoming business council shall submit to the joint minerals, business and economic
development interim committee by October 1, an annual report on the energy performance contracting
performed under the Wyoming energy conservation improvement program. The report shall include the
number of applications submitted, the number of facility owners, the number of energy performance
contracts, the results of the investment grade energy audits and the results of the energy performance
contracts.




Office of the Governor
State of Oregon

EXECUTIVE ORDER NO. 08:11

- RESTRUCTURING OREGON ECONOMIC AND COMMUNITY
* DEVELOPMENT DEPARTMENT .

The continued wtahty of Oregon ] complex economic landscape requlres thnvmg _
communities, a strong and well-educated workforce, a healthy environment and the .
.. establishment of diversified, progressive industries. Oregon must manage its -
*- assets and posxtlon itself today for continued economic success into the - '
- 21% Century -

- Oregon faces the unprecedented challenges of population growth, aging eo'mmunity
- infrastructure and pressing climate change concerns. While there are opportunities -
- in the global marketplace for Oregon companies, there is also intense competltlon
from other states and nations. By aggressively taking advantage of economic
development opportumtles particularly those presented by promoting mdustnes
- fighting global warming with innovation and new technologles, Oregoncan
snmulate new busmesses and JObS : .

The Oregon Economlc and Commumty Development Department (OECDD) is the

- state agency primarily responsible for job creation in Oregon. The OECDD’s
broad scope of work has created disparate expectations of OECDD’s mission. Two
of OECDD’s three program divisions are focused on job retention, creation and

. recruitment. The primary focus of OECDD?s third division, the Community ,

' Development Division, is to help Oregon communities meet their infrastructure
‘goals, particularly in the areas of safe drinking water and water and wastewater -
systems. The absence of a clear and focused agency-wide mission has hindered.
OECDD’s ability to successfully partner with stakeholder groups around the state
to promote economic development.

'OECDD’s reallgmnent will provide an esselmal strateglc ﬁamework to address the -
~ challenges facing Oregon and position the state for long-term success into the - |
S 21 Century and provide clarity, accountability and viability for the department’s
. distinct missions, To this end, OECDD’s commumty and busmess development
functions will be separated. o A _ .

' OECDD s business development divisions should forma stand-alone department '
~ with the mission of serving as a catalyst of sustainable economic growth. This -
' department will focus on the retention and expa.nsmn of Oregon companies,
leveraging Oregon’s innovation and strategic partnerships in the global economy,.
. _recruitment of new businesses to the state, creation of jobs by transferring :
~ . innovative knowledge into the marketplaee and ralsmg real wages.

e "
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Office of the Governor
State of Oregon

EXECUTIVE ORDER NO. 08-11
~ PAGE Two x

' OECDD’s commumty development programs are best served in an agency w1th a
- complementary structure and focus as the division’s core functions. Community- ./
based resources will be realigned to ensure the most efficient and effective delivery
.of services. At the same time, infrastructure-based activities will be focused'to - . -
. ensure a sustainable relationship between the natural and built environments, with . -
© - anasset management model servmg as lts structural framework .

' NOW THEREFORE IT IS HEREBY DIRECTED AND ORDERED

'OECDD’s Commumty Development Dtvzswn shall be consulered

_ separate and distinct from all other activities and functions of OECDD’s Business . =
- and Trade Development Division and Innovatlon and Economic Strategtes Division -
. within OECDD : :

,2. . The OECDD D1rector shall work with the OECD Comrmsswn to

_ensure that Community Development policies and pro grams be pursued, and

oversight administered, in 2 manner that is separate and distinct from the oversight -
and administration of all other Business Development programs activities and _

_ ﬁ.mctlons within OECDD

3. The OECDD Director shall work with the OECD Comnusﬂon to

. establish a ﬁamework that enables Community Development to more effectlvely
‘focus its activities on mﬁastmcture—related pro_lects and other commumty-based

: .- Tesource programs;

4, The OECDD Director shall work with the OECD Comm:smon to

. ensut'e that staff from the Central Operauons Division is asmgned appropriately to

provide direct support séparately for Community Development activities and

functlons and for Businéss Deve]opment activities and functions.

5. | The OECDD Director shall seek and con31der mput ﬁom

- .stakeholders and legislators throughout the state, particularly regarding pohcy and

structural details to ensure the effective de51gn and lmplementatlon qf a strateglc
rede51gn of the department ' : S

6. OECDD and other appropnate state agencies shall 1dent1fy areas of

- overlapping authority and coordmate activities and resources to famhtate the-
structural reorgamzanon :
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7. OECDD and- other appropnate state agencies shall begin necessary
planmng to unplement a proposed reorganization if leg:slatlon to restructure the -
agency is adopted by the Leglslanve -Assembly. ‘ -

Done at Sa.lem, Oregon, tlus 12“’ day of May, 2oos

. Theodore R. Kulongoskl :
_ 'GOVERNOR :

- _ATTEST:

: RETARY OF S_TATE _

e
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75th OREGON LEGISLATIVE ASSEMBLY--2009 Regular Session

Enrolled
House Bill 2152

Ordered printed by the Speaker pursuant to House Rule 12.00A (5). Presession filed {(at the request
of Governor Theodore R. Kulongoski for Economic and Community Development Department)

AN ACT

Relating to economic development; creating new provisions; amending ORS 183.635, 200.025, 200.045,
200.055, 200.057, 200.065, 200.110, 200.120, 200.170, 285A.010, 285A.020, 285A.040, 285A.045,
285A.050, 285A.055, 285A.060, 285A.070, 285A.075, 285A.080, 285A.116, 285A.152, 285A.185,
285A.188, 285A.190, 285A.192, 285A.200, 285A.206, 285A.213, 285A.224, 285A.227, 285A.306,
285A.346, 285A.349, 285A.600, 285A. 615, 285A.627, 2B5A.654, 285A.657, 285A.660, 285A.669,
285A.672, 2B5A.678, 285A. 681, 28B5A.684, 2B5A.687, 2B5A.690, 285A.693, 285A.696, 285A.702,
285A.705, 285A.708, 285B.050, 285B.053, 285B.056, 285B.059, 285B.062, 285B.065, 285B.068,
285B.080, 285B.081, 285B.086, 285B.089, 285B.092, 285B.093, 285B.126, 285B.132, 285B.135,
285B.138, 285B.141, 285B.147, 285B.168, 285B.178, 285B.179, 285B.200, 285B.206, 285B.209,
285B.215, 285B.218, 285B.230, 285B.233, 285B.236, 285B.260, 285B.266, 285B.283, 285B.286,
285B.290, 285B.323, 285B.326, 285B.329, 285B.335, 285B.338, 285B.341, 285B.344, 285B.362,
285B.371, 285B.410, 285B.413, 285B.419, 285B.422, 285B.428, 285B.437, 285B.440, 285B.449,
285B.455, 285B.460, 285B.462, 285B.465, 285B.467, 285B.470, 285B.473, 285B.482, 285B.503,
285B.506, 285B.512, 285B.515, 285B.533, 285B.551, 285B.560, 285B.563, 285B.572, 285B.575,
285B.581, 285B.584, 285B.590, 285B.503, 285B.599, 285B.740, 285B.743, 285B.746, 285B.749,
285B.758, 285C.612, 468B.415, 657.665, 777.267, T77.277, 771.282, 777.284 and section 32, chapter
773, Oregon Laws 2003, sections 2, 3 and 4, chapter 756, Oregon Laws 2005, and sections 7 and
9, chapter 746, Oregon Laws 2007; repealing ORS 285A 483, 285A 486, 285A.489, 285A 495,
285B.239, 285B.242, 285B.245, 285B.248, 285B.263, 285B.264 and 285B.269; appropriating money;
and declaring an emergency.

Be It Enacted by the People of the State of Oregon:

OREGON INFRASTRUCTURE FINANCE AUTHORITY
CREATION AND ADMINISTRATIVE PROVISIONS

SECTION 1. Sections 1la to 7 of this 2008 Act are added to and made a part of ORS
chapter 285A.

SECTION 1la. (1) The Oregon Infrastructure Finance Authority Board is created as a
policy-making and advisory body within the Oregon Business Development Department. The
board consists of nine members as follows:

{a) One nonvoting member appointed from members of the Senate by the President of
the Senate;

Enrolled House Bill 2162 (HB 2i52-C) Page 1
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(b) One nonvoting member appointed from members of the House of Representatives by
the Speaker of the House of Representatives;

(¢) One member appointed by the State Treasurer; and

(d) Six members appointed by the Governor.

(2) Persons appointed members of the board must be Oregon residents, well qualified by
experience to make policy and recommendations in areas of concern to the Oregon
Infrastructure Finance Authority and to perform the duties of office. Members shall be ap-
pointed with consideration given to knowledge and experience:

(a) In the field of state and municipal finance;

(b) Of the infrastructure and public works needs in Oregon cities;

(c) Of the infrastructure and public works needs in Oregon counties;

(d) Of issues related to ports that affect the state;

(e) Of issues related to special service district services furnished across the state; and

(f) Of infrastructure and public works necessary to further Oregon’s long term economic
growth.

(3) The office of the State Treasurer may recommend persons with expertise in the field
of state and municipal finance for membership on the hoard.

{(4) The term of a member of the board appointed by the Governor, the State Treasurer
or the President of the Senate is four years. The term of a member appointed by the Speaker
of the House of Representatives is two years.

(5) In case of a vacancy on the board for any cause, the appointing authority shall ap-
point a successor to serve for the unexpired term.

(6) A member of the board may be appointed to serve two consecutive terms. A member
who serves two consecutive terms is not eligible for reappointment within one year following
the expiration of the second term,

(7) The board shall select one of its members to chair the board for such term and with
duties and powers necessary to perform the functions of the office as the board determines.

(8) A majority of the voting members of the board constitutes a quorum for the trans-
action of business.

SECTION 2. The Oregon Infrastructure Finance Authority Board shall:

(1) Serve as a body to advise municipalities, state agencies and private persons on the
development and implementation of state policies and programs relating to the
infrastructure needs of this state and its communities.

(2) Advise the Governor, the Director of the Oregon Business Development Department
and the Oregon Business Development Department on all matters relating to infrastructure
and public works programs and activities administered by the Oregon Infrastructure Finance
Authority.

(3) Develop a recommended biennial budget for the operation of the authority and submit
the budget to the director and the Governor.

(4) Seek and receive the views of all levels of government and the private sector with
respect to state policies and programs to address the infrastructure needs of this state.

(5) Prepare and submit to the Director of the Oregon Business Development Department
suggested administrative rules that the board determines are necessary for the operation
of the programs under the direction of the authority.

(6) Establish policies and procedures for loan and grant programs administered by the
authority.

SECTION 3. (1) The Oregon Infrastructure Finance Authority is established as an ad-
ministrative section within the Oregon Business Development Department, subject to the
supervision of the administrator of the authority. The authority consists of the administra-
tor and all personnel employed by the authority.
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(2) The authority shall develop and administer programs and funds of the department
that address the infrastructure needs of this state pursuant to the policies of, and as may
be recommended by, the Oregon Infrastructure Finance Authority Board.

(3) The authority shall provide the Oregon Infrastructure Finance Authority Board with
staff and other assistance as necessary for the board to perform its duties.

(4) The authority shall employ, in accordance with the State Personnel Relations Law,
the staff necessary to allow the authority to carry out its responsibilities.

SECTION 3a. (1) The Oregon Infrastructure Finance Authority may:

(a) Conduct hearings and conferences to develop facts, explain programs and activities,
and obtain advice;

(b) Enter into agreements with other public bodies, as defined in ORS 174,109, or associ-
ations or private persons for services to assist the authority and the Oregon Infrastructure
Finance Authority Board;

(c) Enter into agreements with other public bodies, as defined in ORS 174.109, the federal
governmenti, associations or private persons for cooperative endeavors that further pro-
grams administered by the authority;

(d) Subject to applicable policies and procedures, enter into agreements for loans, grants
or other assistance, including, but not limited to, direct purchase of goods or services, with
local governments, as defined in ORS 174.116, special government bodies, as defined in ORS
174.117, or other eligible applicants for infrastructure development;

(e} Appoint committees, consultants or other persons with expertise in infrastructure-
related matters to advise the Oregon Infrastructure Finance Authority Board or the au-
thority;

(f} Obtain assistance or data from any state agency; or

{(g) Perform any other act necessary to carry out the duties of the authority.

(2) The authority shall administer the state’s participation in the federal Community
Development Block Grant funding program authorized by 42 U.S.C. 5301 et seq.

SECTION 4. (1) The Director of the Oregon Business Development Department, upon
consultation with and the approval of the Oregon Infrastructure Finance Authority Board,
shall appoint an administrator of the Oregon Infrastructure Finance Authority who shall
serve at the pleasure of the director.

(2) The administrator shall receive such salary as may be provided by law or as fixed by
the director.

(3) The administrator shall be the administrative head of the authority.

(4) The administrator may suggest rules to the director for the government of the au-
thority, the conduct of its employees, the assignment and performance of its business and
the custody, use and preservation of its records, papers and property.

(5) The administrator shall hire the staff necessary to allow the authority to carry out
its duties. In accordance with the State Personnel Relations Law, the administrator and any
manager hired by the administrator shall be in the unclassified service.

SECTION 5. (1) The Oregon Infrastructure Finance Fund is established in the State
Treasury, separate and distinct from the General Fund. Interest earned by the Oregon
Infrastructure Finance Fund shall be credited to the fund. The Oregon Infrastructure Fi-
nance Fund consists of all moneys credited to the fund, including moneys from the Admin-
istrative Services Economic Development Fund, federal funds collected or received and fees,
moneys or other revenues, including miscellaneous receipts, collected orx received by the
Oregon Infrastructure Finance Authority. The moneys in the Oregon Infrastructure Finance
Fund are continuously appropriated to the Oregon Business Development Depariment for the
authority for the purposes of sections 1a to 7 of this 2009 Act.

(2) The authority may finance programs and projects determined to further
infrastructure development within this state by making grants or loans using moneys in the
fund.
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(3) The Oregon Infrastructure Finance Authority Board may suggest to the Director of
the Oregon Business Development Department administrative rules for establishing stand-
ards, objectives and criteria for use of moneys in the fund. The department shall adopt rules
to establish standards, objectives and criteria for use of moneys in the fund.

SECTION 8. The Oregon Infrastructure Finance Authority may not direct, supervise or
control the policy, programs, personnel or administration of any program or entity unless
specifically authorized by statute.

SECTION 7. The Director of the Oregon Business Development Department, in aceord-
ance with ORS chapter 183, may adopt rules for the operation of the Oregon Infrastructure
Finance Authority as the director determines necessary or convenient for the authority to
perform its duties and functions and as are consistent with and necessary to carry out the
policies established by the Oregon Infrastructure Finance Authority Board.

OREGON BUSINESS DEVELOPMENT COMMISSION
ADMINISTRATIVE PROVISIONS

SECTION 8. ORS 285A.010 is amended to read:

285A.010. As used in ORS 284,101 to 284.146 and ORS chapters 2854, 285B and 285C, unless the
context requires otherwise:

(1) “Administrator” means the administrator of the Oregon Infrasiructure Finance Au-
thority.

(2) “Association” means a nonprofit, private, incorporated or unincorporated institution,
foundation, organization, entity or group, whether local, state, regional or national, that is
operating or doing business in Oregon.

(3) “Authority” means the Oregon Infrasiructure Finance Authority.

(4) “Board” means the Oregon Infrastructure Finance Authority Board.

[(1)] (6) “Commission” means the [Oregon Economic and Community Development Commission]
Oregon Business Development Commission.

[(2)] (6) “Community” means an area or locality in which the body of inhabitants has common
economic or employment interests. The term is not limited to a city, county or other political sub-
division and need not, but may be, limited by political boundaries.

[(3}] (7) “Department” means the [Economic and Community Development Department] Oregon
Business Development Department.

[(4)] (8) “Director” means the Director of the [Economic and Community Development
Department] Oregon Business Development Department.

[(5)] (9) “Distressed area” means a county, city, community or other peographic area that is
designated as a distressed area by the department, based on indicators of economic distress or dis-
location, including but not limited to unemployment, poverty and job loss.

[(6)] (10) “International trade” means the export and import of products and services and the
movement of capital for the purpose of investment.

(11) “Local government” has the meaning given that term in ORS 174.116.

{12) “Municipality” means an Oregon city or county, the Port of Portland created by ORS
778.010, a county service district organized under ORS chapter 451, a district as defined in
ORS 198.010, a iribal council of a federally recognized Indian tribe in this state or an airport
district organized under ORS chapter 838.

(13) “Public body” has the meaning given that term in ORS 174.109.

[(7)} (14) “Rural area” means an area located entirely outside of the acknowledged Pertland
Metropolitan Area Regional Urban Growth Boundary and the acknowledged urban growth bounda-
ries of cities with populatiens of 30,000 or more.

[(8) “Traded sector” means industries in which member firms sell their goods or seruices into
markets for which national or international competition exists.]

[(91 (15) “Small business” means a business having 100 or fewer employees.
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(16) “State agency” includes state officers, departments, boards and commissions.

(17) “Traded sector” means industries in which member firms sell their goods or services
into markets for which national or international competition exists.

SECTION 9. ORS 285A.020 is amended to read:

285A.020. (1) The Legislative Assembly finds that:

(a) Oregon possesses [many] unique and sustaining virtues that will guide and assist in main-
taining the state’s economic health, including but not limited to Oregon’s:

(A) Special heritage;

(B) Respect for and cultivation of the environment; and

(C) Attention to quality of life issues that are important to the state’s economic development,
including but not limited to access to quality, affordable child care for all children in Oregon.

(b) Oregon is strategically placed to compete and succeed in the global [community.] market-
place.

(c) All regions of the state should share in Oregon’s economic recovery.

{d) Creating and retaining quality jobs [is] are vital to the state’s [continued economic develop-
ment.] economic health.

(e} Oregon’s agriculture and natural resource industries provide oppertunities for beneficial
economic enterprise, including sustainable [economic] business development activities.

{D A well educated and trained workforce is necessary to [advance in today’s global economy.]
support business and industry needs throughout the state.

(g) The ability of existing businesses to grow [and prosper] is critical to Oregon’s [economy.]
prosperity.

(h) [Utilizing the state’s] The state must utilize its competitive advantages [is essential] to re-
tain existing businesses and attract new companies and investment into the state.

(i) Continued [economic] development in Oregon depends on strengthening traded sector indus-
tries.

(j) International trade and development [and promotion is invaluable] of intermational irade
are essential for future [economic] business development opportunities.

(k) Small businesses remain a critical element of the state’s [economic development, comprising
more than 90 percent of Oregon’s businesses.] economy.

(L) Capacity building to support business development in rural and distressed areas is a key
component of economic development and revitalization efforts.

(m) Oregon’s ports are important pariners in the state’s economic development efforts and are
key components of local and state economic development strategies.

(n) Improving and enhancing infrastructure is necessary to the state’s future economic develop-
ment.

(0) Federal, state and local agencies working together will continue to enhance industrial site
development and other economic development activities.

[{p) The Economic and Community Development Department should be encouraged to convene
community development partners to explore the prospect of making loans to private industrial land-
owners from the Brownfields Redevelopment Fund for future development opportunities.]

(2) It is the purpose of ORS 284.101 to 284.146 and ORS chapters 285A, 285B and 285C [to ad-
vance Oregon’s economy.] to enable the creation, retention, expansion and attraction of busi-
nesses that provide sustainable, living wage jobs for Oregomnians through public-private
partnerships and leveraged funding and to support economic opportunities for Oregon com-
panies and entrepreneurs.

(3) The Legislative Assembly declares that it is the immediate economic strategy of the state
to:

(a) Promote a favorable investment climate to strengthen businesses, create joebs and raise real
wages;

{b) Improve the national and global competitiveness of Oregon companies; and
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(c) Assist [Oregon communities in building capacity] and further efforts to retain, expand and
attract businesses.

(4) To promote the advancement of the Oregon economy and implement the immediate economic
strategy of the state, the [Economic and Community] Oregon Business Development Department
shall invest resources in accordance with the following principles:

(a) Processes for making public investments and working with local and regional issues must
be designed for flexibility so that actions can adapt to the constantly changing conditions and de-
mands under which communities and businesses operate.

(b) Partnerships among local, state and federal governments and public and private organiza-
tions and entities should be strengthened to further the economic strategy of the state.

{(¢c) The expected impact of public investment and assistance shall be identified, in terms of
measurable outcomes, whenever possible.

(d) State, federal and community goals, constraints and obligations should be identified at the
beginning of the planning process, and the state should work actively with community partners, re-
gions and state and local agencies to address and accomplish their mutual objectives.

(5) When the department provides funds or assistance for projects, programs, technical support
or other authorized activities pursuant to ORS 284.101 to 284.146 and ORS chapters 285A, 285B and
285C, the department shall give priority to projects, programs and activities that:

(a) Retain and create jobs and raise real wages;

[(B) Promote capacity building, emphasizing rural and distressed areas;]

(b) Promote capacity building, emphasizing rural and distressed areas to further eco-
nomic development initiatives;

(c) Assist small business creation and expansion;

(d) Invest and engage in training a skilled workforce;

(e) Retain and expand existing companies and recruit new investment to Oregon;

(D Capitalize on Oregon’s competitive advantages and strategically invest resources to offset
competitive disadvantages;

{g) Support innovation and research;

(h) Assist industry clusters to succeed;

(i) Market Oregon’s advantages;

(j) Promote international trade and attract foreign direct investment;

(k) Support the development of industrial and commercial lands;

(L) Advance the efforts of ports to promote economic development activities; and

{m) Build capacity in Oregon’s arts and cultural organizations, creative businesses and individ-
ual artists.

SECTION 10. ORS 285A.040 is amended to read:

285A.040. (1) There is established the Oregon [Economic and Communiiy] Business Development
Commission consisting of nine members appointed as follows:

(a) One nonvotingl, ex officio] member appointed from among the members of the Senate by the
President of the Senate;

(b) One nonvotingl, ex officio] member appointed from among the members of the House of Rep-
resentatives by the Speaker of the House of Representatives; and

(c) Seven members appointed by the Governor, subject to confirmation by the Senate in the
manner prescribed in ORS 171.562 and 171.565. The Governor shall appoint members of the com-
mission in compliance with all of the following:

(A) Members shall be appointed with consideration given to representation of the different ge-
ographic regions of the state, and at least one member shall be a resident of the area east of the
Cascade Range.

(B) Not more than five members may belong to one political party. Party affiliation shall be
determined by the appropriate entry on official election registration cards.

(C) Members shall be appointed with consideration given to representation of the following
areas of expertise or training:
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(i) International trade;

(ii) Traded sector business development;

[(i{)1 (iii) Small business [needs and issues;] development;

[(iii)] (iv) Local [government needs and issues;] economic development;

[(iv) Marketing and branding;]

[fv) Arts and culture;]

[(vi)] (v) Finance and business investment;

f(vii}] (vi) Innovation; or

[(viii) Telecommunications; or]

[(ix}] (vii) Other areas of training or expertise identified by the [commission.] Governor.

(2)(a) The term of office of each member appointed by the Governor is four years, but a member
serves at the pleasure of the Governor. Before the expiration of the term of a member appointed by
the Governor, the Governor shall appoint a successor whese term begins on July 1 of the following
year. A member appointed by the Governor is eligible for reappointment. In case of a vacancy
among the members appeinted by the Governor for any cause, the Governor shall appoint a person
to fill the office for the unexpired term.

(b) The term of office of the member appointed by the President of the Senate is four years. In
case of a vacancy for any cause, the President of the Senate shall appoint a Senator to fill the office
for the unexpired term.

(c) The term of office of the member appointed by the Speaker of the House of Representatives
is two years. In case of a vacancy for any cause, the Speaker of the House of Representatives shall
appoint a Representative to fill the office for the unexpired term.

(3) A member of the commission who is appointed by the Governor is entitled to compensation
and expenses as provided by ORS 292.495. [Ex officic] Legislative members of the commission are
prohibited from receiving compensation and reimbursement for expenses.

(4) Subject to confirmation by the Senate, the Governor shall appoint one of the voting com-
missioners as presiding officer of the commission. The presiding officer shall have duties and powers
as the commission determines are necessary for the office.

(5) Five voting members of the commission constitute a quorum for the transaction of business.

{6) The commission shall meet at least quarterly at a time and place determined by the com-
misgsion. The commission shall also meet at other times and places as are specified by the call of the
presiding officer or by the call of a majority of the voting members of the commission.

(7) A vacancy among the voting members of the commission does not impair the right of the
remaining voting commissioners to exercise all the powers of the commission. If the remaining vot-
ing commissioners are unable to agree, the Governor shall have the right to vote as a member of
the commission.

(8) A member of the commission appointed due to expertise or training in local economic
development described in subsection (1)(¢}{C)(iv) of this section shall also be an elected local
government official with experience in economic development matters.

SECTION 11. ORS 285A.045 is amended to read:

285A.045. (1) As its primary duty, the Oregon {Economic and Community] Business Development
Commission shall develop and maintain [er] the economic [and community] development policy and
strategy for this state [that implements the strategy declared] outlined in ORS 285A.020 [(3)].

(2) The commission shall provide oversight and direction to the [Economic and Community]
Oregon Business Development Department in carrying out the [duties and creating] economic de-
velopment policies [to further the economic] and strategy [set forth in ORS 285A.020.] established
by the commission. In addition, the commission may perform any other duty vested in the com-
mission by law.

{3) The commission shall keep complete and accurate records of all the meetings, transactions
and business of the commission at the office of the [Economic and Community Development] depart-
ment,
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(4) When a power, duty or function is vested in the commission, the commission may designate
department officers, agents, employees or committee members to exercise the power, duty or fune-
tion of the commission. When the commission designates a person in writing to exercise a power,
duty or function of the commission, the person may exercise the power, duty or function.

(6) In carrying out its duties under subsection (1) of this section, the commission shall coordi-
nate its activities with federal, state and local agencies, community partners and regions, when ap-
propriate.

{6) The commission may prepare and submit suggested administrative rules to the Di-
rector of the Oregon Business Development Department that the commission determines are
necessary for the objectives and programs of the department.

SECTION 12. ORS 285A.050 is amended to read:

285A.050, (1) The Oregon [Economic and Community] Business Development Commission shall
report biennially to the Governor and the Legislative Assembly on the success of economic devel-
opment efforts. The report shall include the progress toward achievement of performance measures
for the [Economic and Community] Oregon Business Development Department as adopted by the
Legislative Assembly. At a minimum, the report shall include the following:

(a) For the overall [Economic and Community Development] department and for [each] identifiable
[program] programs and funding [source] sources:

{A) The number of jobs created and retained;

(B) The average wage levels of jobs created and retained; and

(C)} Other measures identified by the commission.

(b) The status of the Oregon economy as it relates to the economic strategy outlined in ORS
285A.020.

(c) Other issues identified by the commission.

(2) Reports to the Legislative Assembly required under this section shall be made in aceordance
with ORS 192.245.

SECTION 13. ORS 285A.055 is amended to read:

285A.055. Prior to the approval of bond financing of economic development projects under ORS
285B.320 to 285B.371[] or the making of [¢ loan] loans [under ORS 285A.666 to 285A.732 or the
making of any loan] or the granting of any moneys from any source, the Oregon [Economic and
Community] Business Development Commissionl, or the Economic and Community Development De-
partment as the designee of the commission], or the Oregon Business Development Department
as the designee of the commission, shall:

(1) Determine that the action is cost effective, considering both major public expenses and major
public benefits;

(2) Find that the project will produce goods or services which are sold in markets for which
national or international competition exists or, if the project is to be constructed and operated by
a nonprofit organization, that the project will not compete with local for-profit businesses;

(3) Determine that the action is the best use of the moneys involved, considering other pending
applications for those moneys;

(4) Find that the project involved is consistent with the [Economic and Community] Oregon
Business Development Department’s comprehensive policy and programs; and

(6) Find that the project involved is consistent with applicable adopted local economic develop-
ment plans,

SECTION 14. ORS 285A.060 is amended to read:

285A.060. (1) To aid and advise the Oregon [Economic and Community] Business Development
Commission in the performance of its duties, the commission may establish such advisory and tech-
nical committees as it considers necessary. Such committees may be continuing or temporary. The
presiding officer of the commission shall determine the representation, membership, terms and or-
ganization of the committees and shall appoint their members. Members shall be appointed with due
consideration given to the geographic representation described in ORS 285A.040 (1). The Director
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of the {Economic and Community] Oregon Business Development Department, or designee, shall be
an ex officio member of each committee.

(2) Members of the committees appointed pursuant to this section shall receive no compensation,
but may receive payment for their actual and necessary travel and other expenses while engaged
in the performance of their official duties.

OREGON BUSINESS DEVELOPMENT DEPARTMENT
ADMINISTRATIVE PROVISIONS

SECTION 15. ORS 285A.070 is amended to read:

T 285A.070. (1) The [Economic and Community] Oregon Business Development Department is es-
tablished. -

{2) The department shall be under the supervision of the Director of the [Economic and Com-
munity] Oregon Business Development Department, who shall be appointed by and shall hold office
at the pleasure of the Governor.

(3) The appointment of the director shall be subject to confirmation by the Senate in the manner
provided by ORS 171.562 and 171.565. '

(4) Subject to policy direction by the Oregon [Economic and Community] Business Development
Commission, the director shall:

(a) Be the administrative head of the department;

{b) Administer the laws of the state relating to economic development; and

{c) Intervene, as authorized by the commission, pursuant to the rules of practice and procedure,
in the proceedings of state and federal agencies that may substantially affect economic development
within Oregon.

(5) In addition to duties otherwise required by law, and subject to policy direction by the com-
mission, the director shall prescribe rules for the government of the department, the conduct of its
employees, the assignment and performance of its business and the custody, use and preservation
of its records, papers and property, based on best managerial practices as determined by the director
and in a manner consistent with applicable law.

{6) The director shall organize the department in whatever manner the director considers nec-
essary to conduct the work of the department efficiently and effectively, subject to approval by the
commission.

(7) The director may appoint all subordinate officers and employees of the department and may
prescribe their duties, assignments and reassignments and fix their compensation, subject to any
applicable provisions of the State Personnel Relations Law. Subject to any other applicable law
regulating travel expenses, the officers and employees of the department shall be allowed such rea-
sonable and necessary travel and other expenses as may be incurred in the performance of their
duties.

(8) The director may delegate the exercise or discharge of any power, duty or function that is
vested in or imposed by law upon the director to any department employee for the purpose of con-
ducting an official act in the name of the director. The official act of any person acting in the name
of the director by the authority of the director is an official act of the director.

(9) The director may require a fidelity bond of any officer or employee of the department who
has charge of, handles or has access to any state money or property, and who is not otherwise re-
quired by law to give a bond. The director shall fix the amount of the bond, except as otherwise
provided by law, and approve the sureties. The department shall pay the premiums en the bond.

(10) The [Oregon Economic and Community Development] commission shall report periodically to
the Governor on the director’s performance and make appropriate recommendations.

SECTION 16. ORS 285A.075 is amended to read:

285A.075. (1) The [Economic and Community] Oregon Business Development Department shall:

(a) Implement programs and adopt rules in accordance with applicable provisions of ORS chap-
ter 183 that are consistent and necessary to carry out the policies established by the Oregon [Eco-
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nomic and Community] Business Development Commission and the duties, functions and powers
vested by law in the department.

(b) Act as the official state liaison agency for persons interested in locating industrial or busi-
ness firms in the state and for state and local groups seeking new industry or business, and maintain
the confidentiality of negotiations conducted pursuant to this paragraph, if requested.

(c} Coordinate state and federal economic and community development programs.

[(d) Administer the state’s participation in the federal Community Development Block Grant fund-
ing program authorized by 42 U.5.C. 5301 et seq.]

[(e)] (d) Actively recruit domestic and international business firms to those communities desiring
business recruitment.

(e} Work with existing Oregon companies to assist in their expansion or help them retain
jobs in the state.

(f) Consult with local governments to establish regions for the purpose of job development [and
community assistance] to facilitate economic activities in the region. Regions established for this
purpose need not be of the same size in geographic area or population.

(g) Establish and operate foreign trade offices in foreign countries in which the department
considers a foreign trade office necessary. The department shall use department employees, con-
tracts with public or private persons or a combination of employees and contractors to establish and
operate foreign trade offices. Department employees, including managers, who are assigned to work
in a foreign trade office shall be in the unclassified service, and the director shall set the salaries
of such employees. ORS 276.428, 279A.120, 279A.140, 279A.155, 279A.275, 279B.025, 279B.235,
279B.270, 279B.280, 279C.370, 279C.500 to 279C.530, 279C.540, 279C.545, 279C.800 to 279C.870,
282.020, 282.050, 282.210, 282.220, 282.230, 283.140, 459A.475, 459A.490, 653.268 and 653.269 do not
apply to the department’s operation of foreign trade offices outside the state,

(h) Consult with other state agencies and with local agencies and officials prior to defining or
designating distressed areas for purposes of ORS 285A.020.

(1) Budget moneys for travel and various other expenses of industrial or commercial site location
agents, film or video production location agents, business journal writers, elected state officials or
other state personnel to accomplish the purposes of ORS 284.101 to 284.146 and ORS chapters 285A,
285B and 285C. The department may expend moneys duly budgeted to pay the travel and other ex-
penses of such persons if the director determines the expense may promote the purposes of this
subsection.

(j) Promulgate rules to govern contracts.

(k) Develop strategies to address issues that are necessary and appropriate to Oregon’s future
and adopt goals that include measurable indicators of success (Oregon benchmarks) that show the
extent to which each goal is being achieved.

(L) Use practices and procedures that the department determines are the best practices for
carrying out the duties of the department.

(2) The department shall have no regulatory power over the activities of private persons. Its
functions shall be solely advisory, coordinative and promotional.

(3) Notwithstanding ORS 279A.140, the department may award grants or enter into contracts
as necessary or appropriate fo carry out the duties, functions and powers vested in the department
by law,

SECTION 17. ORS 285A 080 is amended to read:

285A.080. The Director of the [Economic and Community] Oregon Business Development De-
partment and all unclassified personnel shall receive such salary as may be provided by law or be
fixed by the Oregon [Economic and Community] Business Development Commission. In addition to
salaries, the director and all unclassified personnel, subject to the limitations otherwise provided
by law, shall be reimbursed for all reasonable expenses necessarily incurred in the performance of
official duties.

SECTION 18. ORS 285A.116 is amended to read:
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285A.116. (1) The Oregon [Economic and Community] Business Development [Commission] De-
partment shalil establish regions for the purpose of job development [end community assistance by
the Economic and Community Development Department]. When establishing the regions, the [commis-
sion must] department shall consider the optimal size for each region that will most effectively
facilitate economic development activities in the region. Regions established by the [commission)
department do not have to be of the same size or population,

(2) The Director of the [Economic and Community] Oregon Business Development Department
shall provide for economic innovation coordination in the central office, which shall assist the field
representatives in establishing contacts between local businesses and universities and community
colleges in Oregon to promote the use of the research capacities of these institutions for develop-
ment of new products.

SECTION 19. ORS 285A.152 is amended to read:

285A.152, (1) The Fujian Sister State Committee established under ORS 285A.148 may:

{a) Organize activities for and host visiting delegations from Fujian Province;

(b) Organize activities for and participate in delegations visiting Fujian Province and China;

{¢) Provide for the exchange of information between the State of Oregon and Fujian Province;

{d) Work with representatives of Fujian Province on joint projects; and

(e) Take all actions necessary to facilitate and promote relations between the State of Oregon
and Fujian Province.

(2) The Fujian Sister State Committee [shalll may visit Fujian Province at least biennially for
the purpose of fulfilling the objectives described in subsection (1) of this section.

DIVISION OF DUTIES AMONG
OREGON BUSINESS DEVELOPMENT CO ION,

OREGON BUSINESS DEVELOPMENT DEPAR
AND OREGON INFRASTRUCTURE FINANCE AUTHOKr]NOte: there are 67
additional pages of
SECTION 20. ORS 285A.185 is amended to read: legislation in HB
285A.185. (1) As used in this section, “brownfield” means real property wh{n1592

development is complicated by actual or perceived environmental contamination:

(2) The [Economic and Community] Oregon Business Development Department shall assist pri-
vate persons and local governments to redevelop brownfields.

(3) The [Economic and Community Development] department shall:

(a) Act as the primary point of contact for information regarding public and private funding
options available to a person interested in redeveloping a brownfield;

(b) Facilitate the funding process involving landowners or prospective purchasers, lending in-
stitutions, other state agencies, local jurisdictions, consultants and interested citizens;

(c) Serve as a key advocate for the redevelopment of brownfields in Oregon;

(d) Provide information to private persons and local governments on brownfield redevelopment
funding;

(e) Enhance the availability of funding resources through program development, grant proposals
and other appropriate opportunities; and

(f) Adopt rules necessary to carry out this section.

SECTION 21, ORS 285A.188 is amended to read:

285A.188. (1) As used in this section:

(a) “Environmental action” means activities undertaken to:

(A) Determine if a release has occurred or may occur, if the release or potential release poses
a significant threat to human health or the environment or if additional remedial actions may be
required at the site;

(B) Conduct a remedial investigation and a feasibility study;

(C) Plan for remedial action or removal action; or

(D) Conduct a remedial action or removal action at a site.

Enrolled House Bill 2152 (HB 2152-C) Page 11
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STRATEGIC PLAN

OUR MISSION: TO ADVANGCE OREGON’S ECONOMY

OREGON

ECONOMIC & COMMUNITY
DEVELOPMENT DEPARTMENT

Bob Repine, Director

econ.oregon.gov
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OREGON

ECONOMIC & COMMUNITY
DEVELOPMENT DEPARTMENT

MISSION:

" TO ADVANCE OREGON'S ECONOMY

Promote a favorabie investment climate to strengthen
businesses, create jobs and raise real wages.

* |nvest and engage in training a skilled workforce

* Retain and expand existing companies and recruit new investment
« (apitalize on competitive advantages and strategically invest resources to
offset disadvantages

Assist Oregon communities to build capacity to retain,

expand and attract businesses.

¢ Support the development of industrial and commercial lands

¢ Advance ports’ efforts to promote economic development activities

* Promote capacity building, emphasizing rural and distressed areas

» Build capacity in Oregon’s arts and cultural organizations, creative
businesses and individual artists

Improve national and global competitiveness of Oregon
companies.

* Support innovation and research

* Assist industry clusters to succeed

* Market Oregon's advantages

* Promote international trade and attract foreign direct investment




When we began the process to ser the new
direction for the Oregon Economic & S - UL :

. SUSTAINABLE
. ECONOMIC |
. DEVELOPMENT |

Community Development Department, it
was understood that this wasn't simply an
exercise for the sake of going through the
motions. We weren't creating a plan that sits
on a bookshelf never to be looked at again.

This was about setting our objectives, and

defining a clear, measurable path for success

that creates hope and opportunity for all i

. Oregonians. S EX PAND : . |
We identified the three core objectives of the department: : GLG BAI— R

* Promote favorable investment climate to strengthen businesses, FPCOMPETITIVENESS.

create jobs and raise real wages. S R

* Assist Oregon communities to build capacity to retain, expand R

and attract businesses. ;

* Improve national and global competitiveness of Oregon
companies.

With a clear direction, we identified the strategies, resources and

 CREATEJOBS

people to take us there. These are summarized in this document, but

there are many specific racrics that have been produced to achieve

each strategy. For information on our specific programs and services,
please contact our offices to see how we can assist your business or

community.

We believe the three objectives listed above best serve our mission to S L
COMMUNITIES

expand Oregon’s economy. Fulfilling our mission means our work will

enhance both rural and urban communities; expand both existing and

emerging industries; and assist both small and large businesses. We
look forward to paving the way for continued sustainable economic
development in Oregon, and working with Governor Kulongoski,

private industry and other state agency partners to ensure opportunity

for Oregonians in 2007 and beyond.
| STRENGTHEN
s - BUSINESSES
Bob Repine, . Pl it

Director
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;. “We're looking at having our best
year ever. Partly as a result of gocd
planning, but most of the credit
belongs to the superior workforce

we've found here in Oregon.”

Matt Conable, President
William Henry Knives

|
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Promote a favorable investment climate to
strengthen businesses, create jobs and raise
real wages.

Oregon is strategically located to engage in the global economy and
must continue to ensure that existing businesses are able to prosper
and grow through global trade. Being competitive globally means
Oregon must have a well-educated and trained workforce. Oregon
recognizes that continuous investment in workforce training is essen-

tial for all businesses to remain competitive in the new global market.

Oregon will invest in programs that provide training
opportunities for the existing workforce, strengthening the
capacity of the individual worker and enabling companies to be more
productive. Oregon also will develop strategies to identify common
skill and training needs within clusters of industries throughout the
state. Ortegon will use leveraged resources to strengthen industry
cluster consortia as a way to take advantage of common opportunities

and strategies.

Oregon will concentrate on strengthening “traded-sector”
industries, those trading outside the local economies, as a way of
ensuring our place in the global economy. This approach will be
comprehensive and will integrate all available resources and
techniques to retain, strengthen and expand traded-sector businesses
in the state. Financing, tax incentives, workforce training and

technical assistance will be marketed to local pariners.

Oregon will capitalize on competitive advantages and
strategically invest resources to offset disadvantages.
Industrial land availability is one of several investment areas the
Oregon Economic 8 Community Development Department
(OECDD) will focus on. Existing Oregon businesses that are
expanding, as well as new startups and businesses being recruited to
the state, need propetly prepared “project-ready” industrial land in a
predictable, timely manner. Oregon will continue to work on a
comprehensive approach to expanding the development of properties
with high potential and in demand through the industrial site
certification process. This includes enhancing the site certification

program and marketing sites to potential developers.




Assist Oregon communities to build capacity to
retain, expand and attract businesses.

As Oregon improves its global competitiveness, it’s important
that all Oregonians reap the benefits. By facilitating local
capacity building, especially in rural and distressed
areas, OECDD will help ensure that communities have the
expertise and infrastructure needed to retain and expand existing

companies and attract new businesses.

In coordination with other state and local agencies and
partners, the department can help reduce barriers and support
the development of industrial and commercial lands.
This will allow communities in rural as well as urban areas to
improve local opportunities for sound economic growth. A
consolidated development fund will make it easier to fund
important water and sewer projects, build essential communirty

facilities and plan for the future,

Otregon’s 23 ports are important partners in the state’s economic
development efforts. The leadership and expertise of port officials are
critical to the alignment of local and state economic development
strategies. Port infrastructure is a key component of local business
expansion and retention plans. By advancing ports’ efforts to
promote economic development activities the department can

leverage these critical assets.

The Arts Commission and Cultural Truse will build capacity in
Oregon’s arts and cultural organizations, creative
businesses, and individual artists by developing and awarding
strategic infrastructure funding and organizational technical
assistance to Oregon's cultural and creative sector. This will attract
artists and creative wotkers to Oregon, as well as businesses that
realize the benefits of locating within a vibrant arts sector. The Arts
Commission also recognizes the advantages of incotporating art and
culture in rural and community development plans and will provide

resources to help these plans succeed.
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After an extensive search and
evaluation process, Lowe’s, the. . :
world’s second-largest- home
impr'over_hent reiailer’, selected .
Leba'hon_; Oregoh, as the Iocatib_n
- for its new weést coast regional
.- distribution cen_tér. The facilit_y,
.7 located on an Oregan Certified
: Site, ' will bie the state'sthird™
. - largest building at 1.4 milkion

' 's=qu:a_[e'fgg'tfrén:u'gh_ly:th; 'si_zg p'ff'
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WHY INNOVATION?
Simply put, innovation helps
firms compete, communities
prosper and people thrive.

Competitive firms that refy on
innovation offer good jobs at
nearly twice the average wage,
cultivate ingenious people who
apply their skills at work and in
the communities, and anchor
I “ey industries by attracting

%mpetitors and suppliers

seeking proximity.
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Improve national and global competitiveness of
Oregon companies.

Future economic growth in our state depends on Oregon’s ability to
compete on a global scale. Developing and enhancing competitive
advantages for Oregon businesses keeps existing businesses thriving

and artracts new companies into the state.

To enhance competitiveness, OECDD will leverage public funds with
private investments to support innovation and research through
the Oregon Innovation Councii (Oregon InC). Werking with
OECDD, Oregon InC has recommended 11 high-return projects that
will help existing businesses achieve growth through innovation, and

help new industries emerge.

Established industries also bring opportunity for economic growth.
There is an inherent competitive advantage to multiple companies
that operate in the same industry in the same geographic area, making
an “industry cluster.” Talented workforce, established vendors and
existing discribution channels are all benefits of doing business within
a cluster. Recognizing this, OECDD will assist industry clusters
to succeed by identifying clusters and investing resources to support

their growth and competitiveness.

Association




In both emerging and existing industries, Oregon is a great place to
do business. OECDD will market Oregon’s advantages to the
world, communicating the compelling reasons why businesses should
expand to Oregon. This will contribute to enhancing the overalt s
brand image of Oregon including its people, products and places. : BRAN D
QECDD will work through Brand Oregon partners such as the OREGON

Department of Agriculture, Tourism Commission and private

industry to identify and communicate all the competitive advantages

that make Oregon attractive to business.

Markcting Ol’CgOﬂ pl’OdUC[S and services overseas and

establishing new opportunities in foreign markets

will help Oregon’s economy to grow. OECDD
will promote international trade and
attract foreign direct investment w0
increase the global competitiveness of

Ovregon companies.

® Primary metal manufacturing 3%
. Paper products 2% '
- 'Wo'c_)_tuf.p'rbdu'cﬁ 2 _ c o e B
Canada; South Korea and-Japan continue to'be Oregon's largest expo
markets but China and Mexico are becoming strong export partners:

.

W
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REPORT OF THE COMMISSION

Introduction

The 2007 Legislature, through a budget note, directed the Oregon Economic and Community and
Community Development Commission (the “Commission”) to develop a plan for the future of the
Regional Investment Boards (the “Boards” or “RIBs”).

During the petiod from August through December 2007, the Commission met with representatives of
all thirteen Boards to discuss the role of the boards, what each Board saw as strengths and weaknesses
of the current structure, and whether there were ways to improve that structure. The Commission also
met separately with the Oregon Economic and Community Development Department (“OECDD”}
management team on a number of occasions to discuss the same issues,

This report sets forth the Commission’s report to the Legislature in response to the directive the
Commission recetved.

Summary of Conclusions

The following 1s 2 summary of the Commission’s conclusions concermning the roles and responsibilities
of the Boards:

* The original purpose for creating and funding the Boards was to create a system for deploying state
funds at the local level for both economic and community development. The Commission believes
the Boards have played, and continue to play, an important role in that respect, at least outside the
urban areas of the State.

® The current system works most effectively in more rural parts of the State, where the population is
too smal] to fund the kinds development activities that larger counties and cities can fund
independently of the state. The Boards are less important in urban areas of the state.

® The Commission believes it is important for the Boards to maintain a regional perspective as the
economic health and growth of areas within a region ate interdependent and communities should
not be viewed in isolation.

® In recent years, at the ditection of the Commission, the Boards have been required to te all
expenditures of state funds to job creation. The Commission believes this has caused the Boards to
either discount important needs on the community development side or to create strained
connections between expenditures and job creation.

® The Commission believes the Boards should be permitted to direct funds to community
development projects regardless of whether there is a direct link to job cteation. However, the
Commission and OECDD need to develop criteria to determine which community development
projects should be funded with state money. The Commission and OECDD also need to develop
metrics to measure the outcomes of such expenditures.
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® A separate question is what role the Boards should have in setting the agenda for majot
infrastructure investments. This report does not address that issue, which would require input from
cities, counties and other public and private stakeholders to reach an infortned recommendation.
The Commission does believe, however, that the Boards play a valuable role in economic and
community development that 1s distinct from whatever role they may play with respect to investment
in major infrastructure.

® The Commission believes there may be a need to modify the ways in which the Boards are
structuted to ensure both appropriate representation from various stakeholders and sufficient
rotation of membership so as to ensure new perspectives over time.

History

The Regional Investment Program was established by the Legislature in 1987 as the Regional Strategies
Program. Recognizing that economic opportunities and challenges often cross jurisdictional
boundaries, counties joined together to form regions, self-selecting their partners based on shared
economic interests. Volunteer boards were created and the board members, chosen from both public
and private sectors, developed strategies to diversify and strengthen Oregon's regional economies.
Each Board also was required to identify one industry that was key to the region's economic growth
and a plan for developing that industry.

The 1993 Legislature modified the process by expanding the number of key industries for each region
from one to three and moving the decision-making for strategy implementation to the local level.

Recognizing that many rural areas were severely impacted by federal forest and salmon policies and not
keeping pace with the state's urban economic diversification and growth, the 1995 Legislature created
the Rural Investment Fund. This flexible funding source was designed to help Boards meet the
economic and community development ptiorities of small, rural communities. The same volunteer
regional Boards added rural action plans to their existing strategies and then funded projects to
implement their plans.

As the state’s economy grew and the unemployment rate dropped, the focus of both programs was
modified in 1999 to give the regional Boards the fexibility to fund community development and
capacity building projects and to allow the regional Boards to fund vadous business development
activities regardless of industry.

When the state's economy fell into a recession in 2001, immediate job creation and retention, along
with leveraging short- and long-term investments became the emphasis of the two programs. These
remain the current program priorities.

The Current Role of the Boards

The Boatds currently seek to develop strategies for economic development in each region of the state,
focusing on investments that contribute to the creation/retention of jobs and the leverage of short- and
long-term investments. This planning involves an assessment of the region's economy, including
barriers to economic development and opportunities on which the Board can capitalize. OECDD staff
works with the Boards in developing their strategies and staff coordinates those strategies with
OECDD's work in the region.
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OECDD staff considers the Boards to be a critical part of the delivery system for economic and
community development in the State. The Commission has been advised by the staff, and the
Commussion agrees, that the Boards add value in the following categories:

¢ The Boards help OECDD at a strategic level by developing regional strategies for economic
and community development.

The Boards provide a vehicle for elected and non-elected individuals to meet as a group to
coordinate and address issues that cross-jurisdictional boundaries. Rather than individual localities
wortking independently of each othert, the Boards assist OECDD by developing regional strategies
that are consistent with OECDD’s statewide mission.

¢ The Boards are able to target funds for economic and community development on a local
and regional basis.

By directing grants and loans at the regional and local level, the Boards are able provide financial
support for economic and community development needs that cannot be administered as effectively
at the agency level. OECDD staff advises that these grants and loans form an important part of
OECDD’s economic development strategy. Decision-making on grants and loans is improved by
the involvement of individuals who live and work in the affected communities.

¢ The Boards have created an economic development delivery system that would not
otherwise exist.

The Boards use some of the state funding they receive to fund economic and community
development professionals in regions where cities and counties lack the resources to do so
themselves. These individuals provide project development assistance to businesses and
communities, package and coordinate funding for projects, prepare grant and loan applications for
other programs, help communities with complex land-use planning regulations, and manage funded
projects on behalf of communities.

The Future Role of the Boards

The Commission believes the Boards play an important role in the delivery of economic and
community development setvices across the State. At the same time, the Commission also believes that
lack of clarity in defining and measuring goals, as well as changes in direction over time, have created a
climate of uncertainty and disagreement over the role of the Boards.

Part of the challenge lies in the level of unmet needs in many parts of the state. As the Oregon
economy has evolved over the past two decades, and as parts of the resource-based economy eroded,
the rural parts of the state have lost significant numbers of jobs. Not only have lost jobs been a
hardship for families in those areas, but the reduction in employment has reduced revenues for local
government. Essentially, the kinds of businesses and organizations that are necessary for commumnities
to thrive have also eroded in those parts of the State.

The Regional Investment Boards have attempted to address these issues by investing in projects that
not only are designed to create jobs, but also are designed to maintamn or rebuild communities. Such
investments inevitably give rise to questions about the advisability of using state funds to support
ptivate or government activities where outcomes ate difficult to measure.
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While the Commission believes the Boards play an important role in the delivery of economic and
community development setvices, we also believe changes need to occur in order to provide better
direction to the Boards and accountability for how state funds are expended through the program. The
specific changes we would recommend will require additional discussion with interested parties.
Therefore, the Commission recommends that we work with QECDD, the Governor's Office, the
Legislature, and the Boards to develop further details and legislation for consideration in the 2009
Legislative Session.

Among the issues we need to address are the following:

* Better define the strategies for the Boards

The focus of the Boards has changed over time from job cteation to community development and back
to job creation. In recent years, at the direction of the Commission, the Boards have been required to
tie all expenditures of state funds to job creation. The Commission believes this has caused the Boards
to either discount important needs on the community development side or to create strained
connections between expenditures and job creation.

The Commission recommends that the Boards be permitted to develop strategies that include
community development aspects, recognizing that a singular focus on job creation may not be practical
in communities that cannot afford some of the basic infrastructure and capacity that 1s an essential
pretequisite to job creation. At the same time, consideration needs to be given to how far the state
should go in funding community development through the Boards, particularly given the difficulties
involved in measuring the outcomes of these expenditure.

¢ Develop better mettics to measure outcomes of expenditures.

The Boards currently attempt to measure the outcomes of their expenditures by the number of jobs
created and retained. Based on the expanded focus of the program described above, the Commission
and OECDD need to develop metrics to measure the outcomes of investments in infrastructure and

capacity.
¢ Focus on opportunities to leverage additional private and public investments

The Commission has been advised that a regional investment can be an important piece in assembling
larger investments. A relatively small grant or loan can demonstrate to a business that it is an important
part of the local economy and that the Board, which represents the entire region, supports the growth
and development of the business.

Similarly, a number of government and non-governmental organization programs require a
demonstration of local suppott for a community’s project before a grant or loan is awarded. Regional
Investment Funds are often the only source available to demonstrate this local support.

* Reserve a portion of the funding for the Regional Investment Program to address cross-
regional needs and opportunities

The Commission believes an important role for the Commission and OECDD 1s to coordinate issues
and opportunities from a statewide perspective. As needs and opportunities are identifted at the
regional levels, the Commission and OECDD need to consider whether there are needs or
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opportunities that cross regional lines. If so, OECDD needs to work with the affected Boards to assist
in the funding.

s Increase interaction between the Commission and the Boards.

Communication between the Boards and the Commission has been infrequent. The Commission
recommends establishing regular meetings with one or more Board representatives to discuss regional
strategies and what kinds of assistance the State can and should provide.

¢ Evaluate the structure of the Boards

Based on its review to date, the Commussion believes the governance structures of the Boards may
need modification to ensure the Boards include appropmate representation from various stakeholders
and that there 1s a sufficient rotation of membership to ensure new petrspectives over time. Certain
governance changes may also improve communication among the Boards, OECDD, the Commission,
and the Legislature.

® Evaluate the roles of the Boards in setting priorities for infrastructure and other capital
improvement needs

Major infrastructure investments in transportation, water, sewer, and the like are not made directly by
the Boards, but some Boards have had a role in setting prionities for these investments. In some
regions, the Boards have played a significant role, while participation in other regions has been relatively
minot.

The Commission believes the Boards can play a significant role in setting priorities for infrastructure
and other capital improvement needs in regions whete county and city governments lack the resources
to perform these functions themselves or in regions where priorities need to be established regionally,
rather than by county or city jurisdiction. If Boards are to play this role effectively, however, they need
to be given the tresources to do so.

Conclusion

The Boards and their members exemplify the kind of volunteerism and collaboration that help Oregon
temain competitive with larger states that invest more in economic and community development than
we do.

The Legislature has declared the economic strategy of the State to be to: “(a) promote a favorable
investment climate to strengthen businesses, create jobs and raise real wages; (b) improve the national
and global competitiveness of Oregon companies; and {(c) assist Oregon communities in building
capacity to retain, expand and attract businesses.” The Commission finds that the Regional Investment
Boards are an important part in how we as a state pursue this strategy.

The more difficult question is how much funding to provide the Boards and what kinds of direction
should be provided to the Boards with respect to how that funding should be applied. Some would
argue that the Boards, which are compnsed of both elected officials and community leaders, know their
community needs best and therefore should have broad discretion to apply state funds as they see fit.
Others would argue that whenever state funds ate spent, the state has a responsibility to the taxpayets
to establish concrete goals and measure progress toward meeting those goals.
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The Commission believes that goals and metrics for the Regional Investment Boards can and should be
established. Such goals and metrics have existed in the past, but we believe they can be improved
upon. We propose to bring a more complete set of recommendations on this subject to the Legislature
for its 2009 session.

Separate issues for consideration include the role of the Boards in urban parts of the state, where their
functions may overlap more with local government than is the case in rural parts of the state, and what
role the Boards should play in establishing priotities for major infrastructure investment. Again, we
propose to bting a mote complete set of recommendation to the Legislature for its 2009 session.

Finally, we would observe that the directive given the Commission by the Legislature caused us to
undertake a process that we believe has already had value in itself. By discussing these issues with
Boards around the state, we have learned more about the opportunities and challenges we collectively
face. We look forward to learning more as the discussion continues.
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Business Financing Resources

Business Oregon has a team of professionals to assist businesses with their
financing needs by packaging loan programs or by matching a partner service
provider with a business.

Oregon Finance Programs
Business Oregon manages the following financing programs to assist
businesses: '

Oregon Business Development Fund
Oregon Capital Access Program

Oregon Credit Enhancement Fund
Oregon Industrial Development Bonds
Entrepreneurial Development Loan Fund
Business Retention Program

Brownfields Redevelopment Fund

Learn more >>

Business Resources and Services

There are several assistance and financing programs available from local and
federal resources that may be used to meet business needs. These resources
are:

United States Department of Agriculture (USDA)
Farm Service Agency (FSA)
Small Business Administration (SBA)

o Oregon Small Business Development Centers
o SCORE—Counselors to America's Small Business

o]

Other Small Business Service Providers
Learn more >>

Starting a Business in Oregon

The business finance team provides a range of financing services to businesses
and lending partners. These services include: revolving loan funds for working
capital and term loans; loan guarantees on bank loans; loans for startup
businesses; and tax-exempt, bond financing for manufacturers.

Learn more >>

Printer friendly version of this page
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3 STATE OF INDIANA

NG EXECUTIVE DEPARTMENT
Y INDIANAPOLIS

?_13«2 05-01
e EXECUTIVE ORDER

» FOR: CREATION OF THE OFFICE OF SECRETARY OF COMMERCE AND COORDINATION OF
B THE STATE’S ECONOMIC DEVELOPMENT AND JOB TRAINING EFFORTS

oS TO ALL WHOM THESE PRESENTS MAY COME, GREETINGS.

WHEREAS, in recent years, Indiana has experienced significant job losses, resulting in diminished hope and
opportunity for Hoosiers and a decline in revenues available to address the problems faced by our
State; -

WHEREAS, fostering opportunities for business growth and job creation is vital to restoring Indiana’s
eccnomic health and helping Indiana realize its true potential;

WHEREAS,  business growth and job creation depend upon the availability of a skilled workforce, resulting in
the need for coordination between our State’s economic development efforts and its job training
and labor programs; '

WHEREAS,  consistent with the foregoing identification of need, the General Government Subcommittee of the
Government Efficiency Commission has recommended the establishment of an office of economic
development, headed by a chief economic development officer reporting directly to the Governor
with complete responsibility, accountability, and authority for all functions related to economic
development and job creation and retention within the State;

WHEREAS, it is in the best interests of the citizens of Indiana to establish the position of Secretary of
Commerce to lead Indiana’s economic development efforts and to coordinate those efforts with its
job training and labor programs;

WHEREAS,  the Governor has proposed legislation to the General Assembly that would abolish the Department
of Commerce and expedite the transfer of its business development powers and duties to the
Indiana Economic Development Corporation (IEDC); and

WHEREAS, it is appropriate and necessary to give immediate effect to actions designed to address the needs
and implement the reforms described in this Executive Order;

NOW, THEREFORE, 1, Mitchell E. Daniels, Jr., by virtue of the authority vested in me as Governor of the State
of Indiana, do hereby order that:

1. The position of Secretary of Commerce is hereby created.

2, The Secretary of Commerce shall be appointed by, report directly to, and serve at the pleasure of the
Governor.

3. The Secretary of Commerce, shall, among other things, oversee and coordinate the State’s efforts to foster

business growth, industry modernization, economic diversification, and job creation and retention.

4. The Secretary of Commerce shall be the chief executive officer of the Department of Commerce and, upon
the elimination of such department, of the IEDC, and shall have such powers, duties and responsibilities in
such capacity as may be set forth by statute upon enactment of legislation or as may be designated by the
Governor from time to time consistent with the exercise of executive authority under the Constitution and
laws of the State.
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7. Upon the enactment of the legislation by the General Assembly to codify the measures described in
paragraphs 1 through 5 of this Executive Order, this Executive Order shall expire as to those measures;
provided, however, that this Executive Order shall continue in effect as to the measures described in
paragraph 6 hereof,

IN TESTIMONY WHEREOF, 1, Mitchell E.
Daniels, Jr., have hereunto set my hand and caused to
be affixed the Great Seal of the State of Indiana on
this 10™ day of January, 2005.

[ ]
?'f' :
itchel! E. Daniels, Jr,
Govemnor of Indiana

ATTEST: Todd Rokita
Secretary of State
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SOURCE: IC 5-28; (05)HE1003.1.34. --> SECTION 34. IC 5-28 IS ADDED TO THE
INDIANA CODE AS A NEW ARTICLE TO READ AS FOLLOWS [EFFECTIVE UPON
PASSAGEL
ARTICLE 28. INDIANA ECONOMIC DEVELOPMENT CORPORATION
Chapter 1. Purpose
Sec. 1. (a) It is the intent of the general assembly to improve the quality of life for the
citizens of Indiana by encouraging the:
(1) diversification of Indiana's economy and the orderly economic development and
growth of Indiana;
(2) creation of new jobs;
(3) retention of existing jobs;
(4) growth and modernization of existing industry; and
(5) promotion of Indiana.
(b) The general assembly finds the following:
(1) Certain activities associated with the functions listed in subsection (a) may not
work properly with the traditional responsibilities and activities of state agencies.
(2) The functions listed in subsection (a) can be achieved most efficiently by a body
politic and corporate that:

(A) serves the interests of the state by carrying out the programs set forth in this
article; :
(B) is free from certain administrative restrictions that would hinder its
performance; and

(C) possesses broad powers designed to maximize the state's economic development
efforts.

(3) The corporation established by this article will:

(A) lead the state's economic development efforts;

(B) carry out the programs under this article, including the providing of grants and
loans; and

(C) perform other essential public services for the state.

(4) In return for the corporation's economic development efforts to carry out the
functions listed in subsection (a), the general assembly should appropriate state funds to
the corporation.

Chapter 2. Definitions

Sec. 1. The definitions in this chapter apply throughout this article.

Sec. 2. "Board" refers to the board of the corporation established under IC 5-28-4.

Sec. 3. Except as otherwise provided, ""corporation" refers to the Indiana economic
development corporation established by 1C 5-28-3-1.

Sec. 4. "Economic development' refers to the purposes described in 1C 5-28-1-1.

Sec. 5. "Secretary of commerce" refers to the secretary of commerce appointed under
IC 5-28-3-4(a).

Chapter 3. Indiana Economic Development Corporation

Sec. 1. The Indiana economic development corporation is established.

Sec. 2, (a) The corporation is a body politic and corporate, not a state agency but an
independent instrumentality exercising essential public functions.

(b) The corporation and the corporation's funds, accounts, and financial affairs shall be
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examined biennially by the state board of accounts under IC 5-11.

Sec. 3. Employees of the corporation are not employees of the state.

Sec. 4. (a) The governor shall appoint the secretary of commerce, who shall serve at the
pleasure of the governor. The secretary of commerce is the chief executive officer of the
corporation.

(b} The governor shall appoint the president of the corporation, who shall serve at the
pleasure of the governor. The president shall report to the secretary of commerce.

Chapter 4. Corporation Board

Sec. 1, The corporation shall be governed by a board.

Sec. 2. (a) The board is composed of the following twelve (12) members, none of whom
may be members of the general assembly:

(1) The governor.

(2) Eleven (11) individuals appointed by the governor.
The individuals appointed under subdivision (2) must be employed in or retired from the
private or nonprofit sector or academia.

(b) When making appointments under subsection (a)(2), the governor shall appoint the
following:

(1) At least five (5) members belonging to the same political party as the governor,
(2) At least three (3) members who belong to a major political party (as defined in
IC 3-5-2-30) other than the party of which the governor is a member.

Sec. 3. (a) The term of office of an appointed member of the board is four (4) years.

(b) Each member holds office for the term of appointment and continues to serve after
expiration of the appointment until a successor is appointed and qualified. A member is
eligible for reappointment.

(c) Members of the board appointed under section 2(a)(2) of this chapter serve at the
pleasure of the governor.

Sec. 4. The governor shall serve as chairperson of the board.

Sec, 5. The members of the board are entitled to a salary per diem for attending meetings
equal to the per diem provided by law for members of the general assembly. The members
of the board are also entitled to receive reimbursement for traveling expenses as provided
under IC 4-13-1-4 and other expenses actually incurred in connection with the members'
duties as approved by the budget agency.

Sec. 6. Seven (7) members constitute a quorum for the transaction of business, The
affirmative vote of at least seven (7) members is necessary for action to be taken by the
board. Members may not vote by proxy.

Sec. 7. Meetings of the board shall be held at the call of the chairperson or whenever any
six (6) voting members request a meeting. The members shall meet at least once every three
(3) months to attend to the business of the board.

Chapter S. General Powers

Sec. 1. The corporation shall carry out the economic development functions of the state
in conformity with the laws enacted by the general assembly.

Sec. 2. The corporation is granted all powers necessary or appropriate to carry out the
corporation's public and corporate purposes under this chapter.




Sec. 3. (a) Subject to approval by the budget agency, the corporation may, without the
approval of the attorney general, employ legal counsel, technical experts, and other
officers, agents, and employees, permanent or temporary, the corporation considers
necessary to carry out the efficient operation of the corporation.

(b) Subject to approval by the budget agency, the corporation may enter into contracts — .
without the approval of the attorney general.

Sec. 4. (a) The corporation shall determine qualifications, duties, compensation, and
terms of service for persons employed by the corporation as employees or as independent
contractors.

(b) The board may adopt a resolution providing that the corporation's employees who
are eligible to participate in the public employees' retirement fund under the eligibility
requirements set forth in IC 5-10.2 and IC 5-10.3 shall participate in the fund.

(c¢) The board may adopt a resolution to allow the corporation's employees to participate
in group insurance and other benefit plans, including the state employees' deferred
compensation plan, that are available to state employees.

Sec. S. The board and the employees of the corporation are:

(1) under the jurisdiction of and rules adopted by the state ethics commission; and

(2) subject to ethics rules and requirements that apply to the executive branch of state
government.
However, the board may adopt additional ethics rules and requirements that are more
stringent than those adopted by the state ethics commission.

Sec. 6. The board shall establish an advisory committee to advise the board and the
corporation on issues determined by the board. The advisory committee must:

(1) have members that represent diverse geographic areas and economic sectors of
Indiana; and
(2) include members or representatives of local economic development organizations.

Sec. 7. For purposes of 1C 34-13-2, 1C 34-13-3, and IC 34-13-4, the board and the
employees of the corporation are public employees (as defined in IC 34-6-2-38).

Sec. 8. The corporation shall adopt rules under IC 4-22-2 to carry out its duties under
this article. The board may also adopt emergency rules under 1C 4-22-2-37.1 to carry out
its duties under

this article.

Sec. 9. Except as specifically provided by law, the corporation and the board are subject
to IC 5-14-1.5 and IC 5-14-3.

Sec. 10. An employee of the corporation is entitled to reimbursement for traveling
expenses as provided under IC 4-13-1-4 and other expenses actually incurred in connection
with the employee's duties as approved by the budget agency.

Sec. 11. The corporation may request appropriations from the general assembly to:

(1) carry out the corporation's duties under this article; and
(2) fund economic development and job creation programs.

Sec. 12. (a) The Indiana promotion fund is established within the state treasury.

(b) Except as provided in section 13 of this chapter, the corporation shall deposit the
following in the fund:

(1) All funding received from the private sector under IC 5-28-6-1(6).
(2) All other gifts, donations, bequests, devises, and contributions received by the
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corporation.

(c) The corporation shall administer the fund. The treasurer of state shall invest the
money in the fund not currently needed to meet the obligations of the fund in the same
manner as public money may be invested. Interest that accrues from these investments
shall be deposited in the fund.

(d) Money in the fund at the end of a state fiscal year does not revert to the state general
fund.

(e) Except as provided in the terms of a gift, a donation, a contribution, a bequest, a
devise, or other private sector funding, money in the fund may be used at the discretion of
the board to carry out in any manner the corporation's purposes under this article.

(f) Money in the fund may be transferred to any fund administered by the corporation.

(g) Money in the fund is continuously appropriated to the corporation for the purposes
of this article.

Seec. 13. (a) Notwithstanding section 12 of this chapter, the board may establish a
nonprofit subsidiary corporation to solicit and accept private sector funding, gifts,
donations, bequests, devises, and contributions.

(b) A subsidiary corporation established under this section:

(1) must use money received under subsection (a) to carry out in any manner the
purposes and programs under this article;

(2) must report to the budget committee each year concerning:
(A) the use of money received under subsection (a); and
(B) the balances in any accounts or funds established by the subsidiary corporation;
and
(3) may deposit money received under subsection (a) in an account or fund that is:
(A) administered by the subsidiary corporation; and
(B) not part of the state treasury.
(c¢) The state board of accounts shall annually audit a subsidiary corporation established
under this section.
Chapter 6. Duties
Sec. 1. The corporation shall do the following:

(1) Create and regularly update a strategic economic development plan.

(2) Establish strategic benchmarks and performance measures.

(3) Monitor and report on Indiana's economic performance.

(4) Market Indiana to businesses worldwide.

(5) Assist Indiana businesses that want to grow.

(6) Solicit funding from the private sector for selected initiatives.

(7) Provide for the orderly economic development and growth of Indiana.

(8) Establish and coordinate the operation of programs commonly available to all
citizens of Indiana to implement a strategic plan for the state's economic development and
enhance the general welfare.

(9) Evaluate and analyze the state's economy to determine the direction of future
public and private actions, and report and make recommendations to the general assembly
in an electronic format under IC 5-14-6 with respect to the state's economy.

Sec. 2. (a) The corporation shall develop and promote programs designed to make the
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best use of Indiana resources to ensure a balanced economy and continuing economic
growth for Indiana, and, for those purposes, may do the following:

(1) Cooperate with federal, state, and local governments and agencies in the
coordination of programs to make the best use of Indiana resources.

(2) Receive and expend funds, grants, gifts, and contributions of money, property,
labor, interest accrued from loans made

by the corporation, and other things of value from public and private sources, including
grants from agencies and instrumentalities of the state and the federal government. The
corporation:

(A) may accept federal grants for providing planning assistance, making grants, or
providing other services or functions necessary to political subdivisions, planning
commissions, or other public or private organizations;

{B) shall administer these grants in accordance with the terms of the grants; and

(C) may contract with political subdivisions, planning commissions, or other public
or private organizations to carry out the purposes for which the grants were made.

(3) Direct that assistance, information, and advice regarding the duties and functions
of the corporation be given to the corporation by an officer, agent, or employee of the
executive branch of the state. The head of any other state department or agency may assign
one (1) or more of the department's or agency's employees to the corporation on a
temporary basis or may direct a division or an agency under the department's or agency's
supervision and control to make a special study or survey requested by the corporation.

(b) The corporation shall perform the following duties:

(1) Develop and implement industrial development programs to encourage expansion
of existing industrial, commercial, and business facilities in Indiana and to encourage new
industrial, commercial, and business locations in Indiana.

(2) Assist businesses and industries in acquiring, improving, and developing overseas
markets and encourage international plant locations in Indiana. The corporation, with the
approval of the governor, may establish foreign offices to assist in this function.

(3) Promote the growth of minority business enterprises by doing the following:

(A) Mobilizing and coordinating the activities, resources, and efforts of
governmental and private agencies, businesses, trade associations, institutions, and
individuals.

(B) Assisting minority businesses in obtaining governmental or commercial
financing for expansion or establishment of new businesses or individual development
projects.

(C) Aiding minority businesses in procuring contracts

from governmental or private sources, or both.

(D) Providing technical, managerial, and counseling assistance to minority business
enterprises.

(4) Assist the office of the lieutenant governor in:

(A) community economic development planning;

(B) implementation of programs designed to further community economic
development; and

(C) the development and promotion of Indiana's tourist resources.
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(5) Assist the commissioner of agriculture in promoting and marketing of Indiana's
agricultural products and provide assistance to the commissioner of agriculture.

(6) With the approval of the governor, implement federal programs delegated to the
state to carry out the purposes of this article.

(7) Promote the growth of small businesses by doing the following:

(A) Assisting small businesses in obtaining and preparing the permits required to
conduct business in Indiana.

(B) Serving as a liaison between small businesses and state agencies.

(C) Providing information concerning business assistance programs available
through government agencies and private sources.

(8) Assist the Indiana commission for agriculture and rural development in
performing its functions under IC 4-4-22.

(9) Establish a public information page on its current Internet site on the world wide
web. The page must provide the following:

(A) By program, cumulative information on the total amount of incentives awarded,
the total number of companies that received the incentives and were assisted in a year, and
the names and addresses of those companies.

(B) A mechanism on the page whereby the public may request further information
online about specific programs or incentives awarded.

(C) A mechanism for the public to receive an electronic response.

(¢) The corporation may do the following:
(1) Disseminate information concerning the industrial, commercial, governmental,
educational, cultural, recreational, agricultural, and other advantages of Indiana.

(2) Plan, direct, and conduct research activities.
(3) Assist in community economic development planning and the implementation of
programs designed to further community economic development.
Chapter 7. Training 2000 Program and Fund
Sec. 1. As used in this chapter, "business" includes an entity that has the objective of
supplying a service or an article of trade or commerce.
Sec. 2. The corporation shall do the following:
(1) Establish policies to carry out a training assistance program, the purpose of which
is to provide assistance to the following:
(A) New or expanding businesses, for the training of potential employees and the
retraining and upgrading of the skills of potential employees.
(B) Businesses in Indiana, for the retraining and upgrading of employees' skills
required to support new capital investment.
(C) Businesses in Indiana, for the development of basic workforce skills of
employees, including the following:
(i) Literacy.
(ii) Communication skills.
(iii) Computational skills. .
(iv) Other transferable workforce skills approved by the corporation.
(2) Provide promotional materials regarding the training program.
(3) Determine the eligibility of an industry for the training program.
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(4) Require a commitment by a business receiving training assistance under this
chapter to continue operations at a site on which the training assistance is used for at least
five (5) years after the date the training assistance expires. If a business fails to comply with
this commitment, the corporation shall require the business to repay the training assistance
provided to the business under this chapter.

Sec. 3. The corporation may do the following:

(1) Adopt policies and guidelines necessary to carry out this chapter.

(2) Accept money and other things of value from all sources to carry out the purposes
of the training program.

(3) Provide services and materials in order to carry out the

purposes of the training program.

(4) Develop or assist in the development of training plans.

(5) Evaluate the training program with respect to the program's impact on the
improvement of workforce skills, job creation, and job retention.

(6) Involve other entities, by contract or otherwise, in carrying out the purposes of the
training program.

Sec. 4. Participation in the training program is limited to businesses that:

(1) meet the eligibility requirements of the corporation; and
(2) comply with this chapter.

Sec. 5. (a) The training 2000 fund is established within the state treasury to be used
exclusively for the purposes of this chapter.

(b) The fund consists of appropriations from the general assembly.

(¢) The corporation shall administer the fund. The following may be paid from money in
the fund:

(1) Expenses of administering the fund.
(2) Nonrecurring administrative expenses incurred to carry out the purposes of this
chapter.

(d) The treasurer of state shall invest the money in the fund not currently needed to meet
the obligations of the fund in the same manner as other public funds may be invested.
Interest that accrues from these investments shall be deposited in the fund.

Chapter 8. Economic Development Fund

Sec. 1. As used in this chapter, "federal agency" means the Economic Development
Administration of the United States Department of Commerce.

Sec. 2. As used in this chapter, "federal program' means a federal loan or grant
program that promotes economic development.

Sec. 3. As used in this chapter, "fund" refers to the economic development fund
established by section 5 of this chapter.

Sec. 4. As used in this chapter, "qualified entity” means the state, a political subdivision
of the state, an agency of the state or a political subdivision of the state, a nonprofit
corporation, or the Indiana development finance authority established under IC 4-4-10.9
and IC 4-4-11.

Sec. 5. (a) The economic development fund is established within the state treasury. The
fund is a revolving fund to provide grants and loans for economic development activities in
Indiana for the purposes of this chapter.
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(b) The fund consists of appropriations from the general assembly and loan repayments.

(¢) The corporation shall administer the fund. The following may be paid from money in
the fund:

(1) Expenses of administering the fund.
(2) Nonrecurring administrative expenses incurred to carry out the purposes of this
chapter.

(d) Earnings from loans made under this chapter shall be deposited in the fund.

(e) The money in the fund at the end of a state fiscal year does not revert to the state
general fund but remains in the fund.

Sec. 6. (a) The treasurer of state shall invest the money in the fund not currently needed
to meet the obligations of the fund in the same manner as other public funds may be
invested. Interest that accrues from these investments shall be deposited in the fund.

(b} The treasurer of state shall also:

(1) receive cash receipts belonging to the fund, deposit these amounts in the fund, and
submit a monthly report to the corporation of these transactions; and
(2) make payments on vouchers authorized by the corporation.

Sec. 7. The auditor of state shall draw warrants on the treasurer of state in payment of
properly prepared vouchers signed by the president of the corporation or the president's
designee.

Sec. 8. (a) The corporation shall receive grants allocated by a federal program for the
purposes specified in section 9(c) of this chapter. Guidelines shall be prepared by the
corporation enumerating the qualification procedures for receipt of grants and loans from
the fund. These guidelines must be consistent with Indiana law and federal program
requirements.

(b) The board, with the approval of the budget agency and the governor, shall allocate
parts of the fund for the purposes specified in section 9(c) of this chapter. The corporation
shall make allocations on the basis of the need of the qualified entity.

(c¢) The corporation shall keep complete sets of records showing all transactions by the
fund in a manner that enables the corporation to prepare at the end of each fiscal year a
complete report for the general assembly. The information in the report must be sufficient
to permit a complete review and understanding of the operation and financial condition of
the fund. The report must be submitted in electronic format under I1C 5-14-6.

Sec. 9. (a) If federal money will not be used in conjunction with

fund money, a qualified entity that wants a grant from the fund must submit an application
for the grant to the corporation. The corporation shall review the application and may
approve the application if the activities for which the grant money is to be used are
activities:

(1) that the qualified entity has statutory authority to perform; and

(2) for which this chapter permits fund money to be used.

(b) When fund money is to be used to match federal money, a qualified entity that wants

a grant must submit to the corporation an application for a grant under the federal
program. The corporation shall review the application and shall submit the application to
the federal agency if the corporation finds that the activities for which the grant money is
to be used are activities:
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(1) that the qualified entity has statutory authority to perform; and

(2) for which the federal program permits money to be used.
Before submitting an application to the federal agency, the corporation must also approve
the completeness and technical accuracy of the qualified entity's application.

(c) Money from the fund and money from a federal program may be used for the
following projects:

(1) Public works.

(2) Technical assistance.

(3) Economic adjustment assistance.

(4) Other economic development programs.

(d) If the qualified entity proposes to use its money for a loan program, the application
from the qualified entity must contain the conditions under which loans will be made and
the interest rate that will be charged.

Sec. 10. (a) A qualified entity may apply to the corporation for a loan from the fund to be
used for economic development programs.

(b) An amount loaned to a qualified entity is an obligation of the qualified entity and
shall be repaid to the corporation within a time to be fixed by the corporation, not to
exceed three (3) years.

(c) The corporation shall determine interest rates for the loans to be made under this
section.

(d) Final disbursements of money under this section must be made with the approval of
the state board of finance.

(e) If a qualified entity fails to make repayment of money loaned under this section, the
amount payable may be:

(1) withheld by the auditor of state from money payable to the qualified entity and
transferred to the fund; or

(2) recovered in an action by the state on relation of the corporation, prosecuted by the
attorney general, in the circuit or superior court of the county in which the qualified entity
is located.




21st Century Research and Technology Fund

The Indiana 21st Century Research and Technology Fund was created to stimuiate the process of
diversifying the State's economy by developing and commercializing advanced technologies in
Indiana. The Board, representing most of the academic and commercial sectors of the State,
approves awards.

Industrial Development Grant Fund (IDGF)

This grant provides money to local governments for off-site infrastructure projects associated with an
expansion of an existing Indiana company or the location of a new facility in Indiana. State funding
through the IDGF program must be matched by a combination of local government and company
financial support.

Small Business Innovation Research Initiative (SBIR/STTR)

The Small Business Innovation Research (SBIR) — along with its sister program, the Small Business
Technology Transfer program (STTR) — are highly competitive and encourage small businesses to
explore their technological potential. SBIR/STTR funding is available from 11 participating agencies
throughout the United States and focuses on various technological areas.

Indiana Economic Development Corporation
One North Capital, Suite 700 « Indianapolis, Indiana 46204 « Tel
317.232.8800 - 800.463.8081 « Fax 317.232.4146 - Site Map
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Tax-exempt Bonds

Private Activity Bonds are often called Industrial Revenue Bonds (IRBs) or Industrial Development
Bonds (IDBs) and are issued by state or local governmental entities for the benefit of a private
company, usually manufacturers. Interest on the bonds is generally exempt from federal income
faxes for investors, which typically results in lower long-term interest rates to the borrower.

Loan Guaranty Program

IEDC can provide a loan guaranty to a lender for the benefit of a high-growth/high-skilled company,
manufacturer, rural development project, value-added agricultural enterprise or another type of
business that creates or retains a significant number of Hoosier jobs.

Capital Access Program (CAP)

The Capital Access Program (CAP) is a small business credit enhancement program that creates a
specific cash reserve fund for the lender to use as additional collateral for loans enrolled in the
Program. CAP allows lenders to consider loans that might not meet conventional lending
requirements.

Indiana Economic Development Corporation
One North Capitol, Suite 700 « Indianapolis, Indiana 46204 - Tel
317.232.8800 - 800.463.8081 « Fax 317.232.4146 « Site Map
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Economic Development for a Growing Economy (EDGE) Tax Credit

The Economic Development for a Growing Economy (EDGE) is a refundable tax credit program that
rewards companies creating jobs and contributing to the growth of Indiana’s economy. EDGE credits
are calculated as a percentage of payroll tax withholding for net new Indiana jobs. EDGE credits
may be awarded for a period of up to 10 years.

Headquarters Relocation Tax Credit

When a business relocates its corporate headquarters (defined as the location of the principal office
of the principal executives) to Indiana, it is entitled to a credit against its state tax liability equal to
half of the costs incurred in relocating the headquarters. A company must have a worldwide annual
revenue of at least $100 million to qualify.

Hoosier Business Investment Tax Credit (HBITC)

This program encourages capital investment in Indiana by providing a credit against a company’s
Indiana tax liability. The credit amount is based on a company’s qualified capital investment with the
final credit amount determined by the Indiana Economic Development Corporation, based on an
analysis of the economic benefits of the proposed investment.

Industrial Recovery Tax Credit

The Industrial Recovery tax credit provides an incentive for companies to invest in facilities requiring
significant rehabilitation or remodeling expense. After a building has been designated as an
industrial recovery site, companies may be eligible for a tax credit calculated as a percentage of
qualified rehabilitation expense.

Venture Capital Investment Tax Credit

The Venture Capital Investment Tax Credit was established to improve access to capital to fast
growing Indiana companies by providing individual and corporate investors an additional incentive to
invest in early stage firms. Investors who provide qualified debt or equity capital to Indiana
companies receive a credit against their Indiana income tax liability.

Media Production Sales Tax Exemption
The Media Production Expenditure Tax Credit (MPETC) was established to further grow the Indiana

production industry by providing individuals and companies a refundable tax credit of up to 15
percent of the amount spent in Indiana for qualified production expenditures.

Indiana Economic Development Corporation
One North Capitol, Suite 700 « Indianapolis, Indiana 46204 « Tel
317.232.8800 + 800.463.8081  Fax 317.232.4146 « Site Map
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Patent Tax Exemption

The Patent Tax Exemption allows certain income derived from qualified patents to be exempt from
taxation. The Tax Exemption for Patent-Derived Income defines qualified patents to include only
utility patents and plant patents. The total amount of exemptions claimed by a taxpayer in a taxable
year may not exceed $5 million.

Certified Tech Parks

The Certified Technology Parks program supports the attraction and growth of high-technology
business in Indiana and promotes technology transfer opportunities. Designation as a Certified Tech
Park allows for the local recapture of certain state and local tax revenue which can be invested in the
development of the park.

Regional Economic Development Partnership Programs

In order to spur further regional economic development initiatives, this program was created to
encourage communities to think, plan and act regionally, and to provide additional resource support
for regional initiatives. The objective is to build on the work already done to define regional
economies, develop regional growth strategies, accelerate effective regional economic development.

+ click for more information

Regulatory Ombudsman

The Indiana Economic Development Corporation's regulatory ombudsman assists in the process of
obtaining the permits and approvals necessary for a business operation. The ombudsman serves as
a liaison between companies, communities, local economic development organizations and
regulatory agencies.

Shovel Ready

The Shovel Ready Program is a new state program created to help communities certify sites as
"ready for development.” Shovel Ready is designed to ultimately help companies locate and develop
a property site quickly. This provides a competitive advantage for Indiana and gets Hoosier jobs here
faster.

Indiana Economic Development Corporation
One North Capitol, Suite 700 « Indianapolis, Indiana 46204 - Tel
317.232.8800 « 800.463.8081 « Fax 317.232.4146 + Site Map
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Appendix A: Commerce Legislation Excerpt

----------------------------------------------------------------------------------------------------------------------

This appendix includes relevant language from EHB2242 (Chapter 565, Laws of 2009), the
legislation that directs Commerce to develop this report
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Appendix A: Legislation related to the Department of Commerce.
EHB 2242 was passed during the 2009 legislative session.

The bill was originally sponsored by:
Representatives Kenney, Probst, Maxwell, Hunt, Liias, Ormsby, Keliey, Sullivan,
Hasegawa, Quall, White and Chase; by request of Governor Gregoire.

Votes on Final Passage:
House 96-1

Senate 47-0 (Senate amended)
House 93-1 (House concurred)

Effective: July 26, 2009

Partial Veto Summary: The Governor vetoed the section that de-codified the
State Energy Program statute.

The following information is from the final bill report produced by
legislative staff:

Background: The Department of Community, Trade and Economic
Development (DCTED) is an executive branch agency that was created in 1994
through the consolidation of the Department of Community Development and the
Department of Trade and Economic Development. The DCTED is responsible for
promoting community and economic development statewide by (1) assisting
communities to increase economic vitality and the quality of citizen's lives, and
(2) assisting the state’s businesses to maintain and increase economic
competitiveness while maintaining a healthy environment.

Summary:

A Department of Commerce (Department) is created. By November 1, 2009, its
director must develop a report for the Governor and appropriate legisiative
committees. This report must include analyses and recommendations for
statutory changes that ensure the Department will have: a concise core mission;
be aligned with the state's comprehensive economic development plan; be
accountable and transparent; leverage state private and federal resources;
maximize partnerships and use intermediaries; be focused and flexible in
response to changing conditions; and increase local capacity building to respond
to opportunities and needs. The report must include recommendations for
creating or consolidating programs important to meeting the Department's core
mission, as well as recommendations for terminating or transferring programs
that are inconsistent with the core mission.

The Director of the Department must collaborate with the Governor's Office, the
Office of Financial Management, the Economic Development Commissicon, and
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ten legislative committee chairs and ranking minority members, as well as
soliciting input from businesses, employees, economic development
practitioners, local governments, planning professionals, community and housing
organizations, and other key community and economic development
stakeholders. A number of statutory references to the "Department of
Community, Trade and Economic Development” are changed to the "Department
of Commerce."

Excerpted important sections of the bill codified in Chapter 43.330 RCW:

RCW 43.330.007 Management responsibility. The purpose of this chapter is to
establish the broad outline of the structure of the department of commerce,
leaving specific details of its internal organization and management to those
charged with its administration. This chapter identifies the broad functions and
responsibilities of the department and is intended to provide flexibility to the
director to reorganize these functions and to make recommendations for
changes.

[2009 c 565 § 1; 1993 ¢ 280 § 2]

RCW 43.330.010 Definitions.

Unless the context clearly requires otherwise, the definitions in this section apply
throughout this chapter.

(1) "Assaciate development organization” means a local economic
development nonprofit corporation that is broadly representative of community
interests.

(2) "Department” means the department of commerce.
(3) "Director” means the director of the department of commerce.

(4) "Financial institution" means a bank, trust company, mutual savings bank,
savings and loan association, or credit union authorized to do business in this
state under state or federal law.

(5) "Microenterprise development organization" means a community
development corporation, a nonprofit development organization, a nonprofit
social services organization or other locally operated nonprofit entity that
provides services to low-income entrepreneurs.

{6) "Statewide microenterprise association"” means a nonprofit entity with
microenterprise development organizations as members that serves as an
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intermediary between the department of commerce and local microenterprise
development organizations.

[2009 c 565 § 2; 2007 ¢ 322 § 2; 1993 ¢ 280 § 3.]

RCW 43.330.020 Department created. A department of commerce is created.
The department shall be vested with all powers and duties established or
transferred to it under this chapter and such other powers and duties as may be
authorized by law. Unless otherwise specifically provided, the existing
responsibilities and functions of the agency programs will continue to be
administered in accordance with their implementing legislation.

[2009 ¢ 565 § 3; 1993 ¢ 280 § 4.]

Because Section 4 is temporary it will not be codified into the RCW; here it
is reproduced in bill format, as it reads in the final version of EHB 2242:

Sec. 4. A new section is added to chapter 43.330 RCW to read as follows:

(1) The director shall, in collaboration with the office of the governor, the
office of financial management, the Washington economic development
commission, the chairs and ranking minority members of the community and
economic development and trade committee of the house of representatives and
the economic development, trade and innovation committee of the senate, and
the chairs and ranking members, or their designees, of the ways and means
committees of the house of representatives and the senate and the house of
representatives capital budget committee, develop a report with analysis and
recommendations on statutory changes that would ensure that the department'’s
efforts are efficient, effective, and:

(a) Are organized around a concise core mission and aligned with the
state's comprehensive plan for economic development;

(b) Are capable of providing focused and flexible responses to changing
economic conditions;

(c) Generate greater local capacity to respond to local opportunities and
needs;

(d) Face no administrative barriers to leveraging state resources or
procuring private and federal resources;

(e) Maximize results through partnerships and the use of intermediaries;
and
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(f) Provide transparency and increased accountability to the public, the
govemnor, and the legislature.

(2) The report shall include recommendations for creating or consolidating
programs deemed important to meeting the department's core mission and
recommendations for terminating or transferring specific programs if they are not
consistent with the department's core mission.

(3) In developing the recommendations, the director shall solicit the input
of businesses, employees, economic development practitioners, local
governments, planning professionals, community and housing organizations, and
other key economic and community development stakeholders.

(4) The recommendations must be delivered to the governor and the
appropriate legislative committees by November 1, 2009.




Economic Incentive Summaries

In addition to the program responses summarized in the previous section, Washington state has a
number of economic programs that provide tax credits, rebates or deferrals. Thirty eight of those
incentive programs are summarized below.

Each of these programs is managed by the Washington Department of Revenue. For more information

about any of these programs, visit the website at:

hitp://dor.wa.gov/Content/FindTaxesAndRates/TaxIncentives/IncentivePrograms.aspx
or contact:

Mr. Gary Grossman

Office of Legislation and Policy, Washington State Department of Revenue
Capital Plaza Building, Suite 400

PO Box 47467

Olympia, WA 98504-7467

Telephone: {360) 570-6118

Email: garyg@dor.wa.gov

The programs are outlined in Table 11 below. For easier access, the incentive programs have been
categorized according to the major industry or group benefiting.

Table 11: Economic Incentive Programs

Aerospace
Reduced B&O Tax Rate for Aerospace Businesses
Sales & Use Tax Exemption for Aerospace Manufacturers for Computer
Hardware/Software/Peripherals
Aerospace Reduced B&O Rate for FAR Part 145 Repair Stations
Aerospace B&O Credit for Preproduction Development Expenditures
B&O Credit for Property/Leasehold Taxes paid on Aerospace Manufacturing Facilities

Aluminum Smelters
Power & Gas Tax Exemption for Aluminum Smelters
B&O Tax Credit for Property Tax on Aluminum Smelter
B&O Tax Credit For State Portion of Sales Tax on Materials Used in Aluminum Smelter
Reduced B&O Tax Rate for Aluminum Smelting

Anaerobic Digesters
Sales/Use Tax Exemption for Anaerobic Digesters

- ____________________________________ __ _ . ___ . . __ _______|
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Table 11: Economic Incentive Programs (continued)

Biofuels
8&0 Tax Deduction for Retail Sales of Biofuels/Alcohol Fuels
Property/Leasehold Tax Exemption for Manufacturers of Biodiesel/Alcohol Fuel, etc
Reduced B&O Tax Rate for Manufacturing Biodiesel/Alcohol Fuel, etc.

Electrolytic Processing
Public Utility Tax Exemption for Power for Electrolytic Processing

Energy Systems and Facilities
Sales/Use Tax Exemption for Energy Generating Facilities
Reduced B&O Tax Rate for Solar Energy System Manufacturers & Wholesalers

Farm and Livestock Uses
Sales/Use Tax Exemption for Farm Fuel Users
Sales/Use Tax Exemption for Livestock Nutrient Management Equipment & Facilities

Food Manufacturing
Sales Tax Deferral/Waiver on Construction of Cold Storage & Certain Food
Manufacturing/Processing Facilities
B&O Tax Exemption for Manufacturers of Dairy and Seafood Products
B&O Tax Exemption for Manufacturers of Fresh Fruit & Vegetables

Help Desk Operations
B&O Credit for Third Party Help Desk Services in Rural Counties

International Business
B&O0 Tax Credit for New Employment in International Services

Machinery and Equipment
Sales/Use Tax Exemption for Replacement Parts for Farm Machinery & Equipment
Sales/Use Tax Exemption for Machinery/Equipment, Delivery Vehicles & Construction of
Facilities for Retail Sales of Biofuels

Manufacturing
B&O Credit for New Employees in Manufacturing and Research & Development in Rural
County
Rural County Sales & Use Tax Deferral/Waiver for Manufacturing Facilities
Sales and Use Tax Exemption for Manufacturing Machinery & Equipment

Public Utilities
Main Street Tax Credit — B&O Tax/Public Utility Tax Credit

Semiconductors
Sales/Use Tax Exemption for Purchases of Semiconductor Gasses & Chemicals
Reduced B&O Tax Rate for Manufacturers of Semiconductor Materials

e e —————————————
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