BILL ANALYSIS

C.S.SB. 275

By: Nelson

Economic Devel opment
Committee Report (Substituted)

BACKGROUND AND PURPOSE

The Texas Department of Economic Development (department) was created in 1997 by the 75th
Legidature by abolishing the Texas Department of Commerce, transferring its functions, and establishing
a governing board to oversee the new agency. The department has three primary missons. marketing
Texas as abusiness locationand tourist destination; providing financia, location, and export assstance to
Texasbus nessesand communities, and serving as a central source of economic devel opment information.

The department is subject to the Sunset Act and will be abolished on September 1, 2003, unless continued
by thelegidature. CSSB 275 abolishes the department and transfersiits primary economic development
functions to an economic development and tourism office within the office of the governor and other
gatutory modifications that are contained in this legidation. The bill dso creates the Texas Economic
Deveopment Bank, under the direction of the Texas Economic Development and Tourism Office, and
restructures the state Enterprise Zone Programto enhance exigting incentive programs to help encourage
job creation and retention opportunities.

RULEMAKING AUTHORITY

Rulemaking authority previoudy granted to the governing board or the policy board of the Texas
Department of Economic Development is transferred to the executive director of the Texas Economic
Development and Tourism Officein SECTION 1.08 (Section481.005, Government Code), SECTION
1.15 (Section 481.012, Government Code), SECTION 1.30 (Section 481.075, Government Code),
SECTION 1.42 (Section481.174, Government Code), SECTION 1.44 (Section481.193, Government
Code), and SECTION 1.55 (Section 481.406, Government Code) of this bill.

Rulemaking authority previoudy granted to the Texas Department of Economic Development istransferred
to the executive director of the Texas Economic Deveopment and Tourism Office in SECTION 1.30
(Section 481.075, Government Code) of this hill.

Rulemaking authority previoudy granted tothe TexasDepartment of Economic Development istransferred
to the Texas Economic Development and Tourism Office in SECTION 1.17 (Section 481.021,
Government Code), SECTION 1.64, and SECTION 3.02 (Section 2303.051, Government Code), of
this bill.

Rulemaking authority previoudy granted to the Texas Department of Economic Development istransferred
to the permit office of the Texas Economic Development and Tourism Officein SECTION 1.33 (Section
481.123, Government Code) and SECTION 1.34 (Section 481.124, Government Code) of this bill.

Rulemaking authority previoudy granted tothe Product Development and Smdl BusinessIncubator Board
under Subchapter P, Chapter 403, Government Code, is transferred to the Product Development and
Smdl Business Incubator Board established under Subchapter D, Chapter 489, Government Code in
SECTION 2.02 (Section 489.210 and 489.213, Government Code) of this bill.

Rulemaking authority is expressy granted to the Texas Economic Development Officein SECTION 2.01
(Section 489.002, Government Code) of this hill.

C.S.SB. 275 78(R) Page 1 of 17



ANALYSIS

CSSB 275 amendsthe Government Codeto abolishthe Texas Department of Economic Development and
transfer its functions to the newly-created Texas Economic Development and Tourism Officein the office
of the governor. It also amendsthe Government Code to restructure the state Enterprise Zone Program,
and adds new sections to create the aerospace and aviationoffice and the Texas economic devel opment
bank within the office of the governor.

CSSB 275 amends the Government Code to change the name of the Texas Department of Economic
Devel opment to the Texas Economic Development and Tourism Office (office).

CSSB 275 amends the Government Code, to add definitions of “Bank” to mean the Texas Economic
Deveopment Bank, “Industry cluster” to meanaconcentrationof businesses and industriesina geographic
region, and “ Office’ to mean the Texas Economic Development and Tourism Office.

CSSB 275 amends the Government Code to replace the Texas Department of Economic Development
withthe TexasEconomic Development and TourisnOffice. Establishesthe Texas Economic Development
and Tourism Office as an office within the office of the governor.

CSSB 275 amendsthe Government Code to make the Texas Economic Development and TourismOffice
subject to Chapter 325 (Texas Sunset Act), and abolishes the office, unless continued by the legidature,
in 2015.

CSSB 275 amends the Government Code to update standard languege developed by the Sunset
Commission prohibiting the executive director, high-level empl oyees, and spousesfromserving asanofficer
or employee of ardated Texas trade association.

CSSB 275 amendsthe Government Code to add standard language devel oped by the Sunset Commission
requiring the office to develop a policy that encourages the use of negotiated rulemaking and dternative
dispute resolution.

CSSB 275 amendsthe Government Code to make a conforming change to refer to the executive director,
rather than the governing board, which is being abolished in this bill.

CSSB 275 amendsthe Government Code to require the governor to appoint the executive director of the
office, who serves at the pleasure and under the direction of the governor and requires the executive
director to direct the activities of the office,

CSSB 275 amends the Government Code to make conforming changes to clarify the Office of Defense
Affarsisan office within the Texas Economic Development and Tourism Office.

CSSB 275 amendsthe Government Code to require the officeto establishand mantain an aerospace and
aviation office to encourage economic devel opment by fostering the growth and devel opment of aerospace
and aviationindudriesin Texas, to hireadirector for the aerospace office, and to set forththe requirements
of the aerospace office.

CSSB 275 amends the Government Code to require the executive director to designate an individud as
the amd| busness advocate. Sets dligibility requirements for desgnation. Requires the smdl business
advocate to serve as the foca point for assding smdl and higoricaly underutilized businesses by
performing certain functions; provide ass stance to these businesses; and perform research, studies, and
andyses of matters affecting these businesses.

CSSB 275 amendsthe Government Code to make conforming changesto darify the financid transactions
of the office are subject to audit by the state auditor or a private auditing firm. Requires the state auditor
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to inform the executive director when afinancid audit of the office is not included in the audit plan for the
date for afiscal year and requiresthe executive director to ensure that the department is audited during
those fiscd years.

CSSB 275 amendsthe Government Code to make conforming changesthat require the executive director
of the office, rather than the department, to employ personnd necessary for the performance of office
functions. Specifies that the equal employment opportunity officer and the internd auditor of the office of
the governor shal serve the same functions for the office. Requiresthe interna auditor to report directly to
the governor, rather than the governing board. Updates standard language developed by the Sunset
Commission requiring the executive director to provide information to employees relaing to the
qudifications and responghilities of employment and to the State Employee Incentive Program.

CSSB 275 amends the Government Code to make conforming changes to require an annual fisca report
for dl funds recelved and disbursed by the office, rather than the department.

CSSB 275 amendsthe Government Codeto add standard language devel oped by the Sunset Commission
to requirethe office to mantain information on written complaints and notify the parties about policies for
and the gtatus of complaints.

CSSB 275 amends the Government Code to make conforming changes to gpply the genera powers and
duties to the office, rather than the department.

CSSB 275 amends the Government Code to make conforming changesto authorize the office, rather than
the department, to carry out general powers and duties. Removes the provision that authorizes the office
to sue and be sued.

CSSB 275 amends the Government Code to require the office to market and promote the state as a
premier business|ocationand tourist destination; facilitate thelocation, expansion, and retentionof domestic
and internationd business invesment to the state; promote and administer business and community
economic development programs and servicesinthe state, indudingbus nessincentives programs; provide
to businessesand communities in the state assstance with exporting productsand servicesto internationd
markets; serve as acentral sourceof economic research and information; and establisha statewide strategy
for industry clugters.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to perform administrative duties.

CSSB 275 amendsthe Government Code to require the governor to agppoint the board of directors of the
Texas Economic Development Corporation. Authorizesthe governor, or the governor’ sdesignee, and the
executive director of the office, to serve as nonvoting, ex officio members of the board.

CSSB 275 amends the Government Code to make conforming changesto establishthe office, rather than
the department, as the agency of this state responsible for adminisering the Empowerment Zone and
Enterprise Community grant program in this state. Requires the bank to cooperate with federa and loca
agencies to administer the grant program.

CSSB 275 amends the Government Code to add standard Sunset |language requiring the office to make
effective use of technology in its ddlivery of services and provision of informetion to the public.

CSSB 275 amends the Government Code to make conforming changesthat require the office, rather than
the department, to maintain offices in foreign countries.

CSSB 275 amends the Government Code to make conforming changesthat require the office, rather than

the department, to recover the cost of providing technica assistance, management training services, and
other services, to businesses and communities.
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CSSB 275 amends the Government Code to require the office to work with industry associations and
organiztions to identify regiond and statewide industry clusters, authorize activities of the office in
identifying industry clusters; require the office to identify targeted sectors within industry clusters, require
the office to work with targeted sectors and other organizations and ingtitutions to strengthen the
competitivenessof industry clusters; authorize activities of the officeto ass st inthe development of targeted
sectors; require the office to evauate certain factors on a continuing basis;, and require the office to use
information gathered in each region to meet certain goas. Requires the office to coordinate Sate efforts
to attract, develop, or retain technology industries in this state in certain specified sectors. Requires the
office to recommend actions to the governor to promote economic development in advanced technology;
identify and assess specific economic development opportunities, and engage in outreach to advanced
technology indudtries.

CSSB 275 amendsthe Government Code to make conforming changes that require the office, rather than
the department, to carry out powers and duties related to internationa trade.

CSSB 275 amends the Government Code to make conforming changes that ensure certain information
collected by the office, rather than the department, is confidentia unless the parties consent to disclosure
of the information.

CSSB 275 amends the Government Code to make conforming changesthat require the office, rather than
the department, to carry out business recruitment functions. Removes the requirement to focus business
recruitment, expangion, and retention efforts onindustry sectors withthe highest potentia for creating high-
wage, high-skill jobs.

CSSB 275 amendsthe Government Code to make conforming changesto dlowthe office, rather than the
department, to carry out the powers and duties reating to financing.

CSSB 275 amends the Government Code to make conforming changesto requirethe executive director,
rather thanthe department, to adopt rulesto determine whichusers may participate in the office' s busness
incentives programs.

CSSB 275 amends the Government Code to make conforming changes to define the permit officeas the
office' s business permit office, rather than the department’ s business permit office.

CSSB 275 amends the Government Code to make conforming changes to etablish the business permit
officeas an officewithin the Texas Economic Deve opment and TourismOffice, rather thanthe department.

CSSB 275 amends the Government Code to make conforming changes to clarify referencesto the office
to mean the permit office within the Texas Economic Development and Tourism Office.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to establish the Texas Business and Community Economic Development Clearinghouse.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to conduct state tourismactivitiesand to designate the office as the sole state governmentad
entity respongble for out-of-state tourism marketing and promotion efforts. Requires the office to enter
into amemorandum of understanding with the Parks and Wildife Department, the Texas Department of
Trangportation, the Texas Historicd Commission, and the Texas Commisson on the Arts to direct the
efforts of these agenciesin al matters relating to tourism and sets forth the items required to be included
in the memorandum of understanding.

CSSB 275 amends the Government Code to make conforming changes to require the executive director,
rather than the governing board, to adopt rules to implement the sae of tourism advertisements.

CSSB 275 amends the Government Code to add the definition of “medium-9zed busness’ to mean a
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corporation, partnership, sole proprietorship, or other legd entity thet isdomiciled in Texas or has a least
51 percent of its employeesin Texas, isformed to make a profit; and employs 100 or more but fewer than
500 full-time employees.

CSSB 275 amends the Government Code to make conforming changes to require the bank, rather than
the department, to establish alinked deposit programand to require the executive director, rather than the
policy board, to adopt rules for the program. Authorizesthe bank, through the linked deposit program to
encourage commercid lending for the development of medium-sized businesses. Requires the executive
director to approve or deny each linked deposit |oan application instead of making a recommendation to
the comptroller. Requires the comptroller to place the linked deposit no later than the 10th business day
after the date on which the agreement between the lending ingtitution and the bank is executed. Requires
the lending inditution to natify the bank, rather than the comptroller, if the borrower defaults on the loan
and authorizesthe compitroller, at the direction of the bank, to then withdraw the linked deposit. Requires
the comptraller, at the direction of the bank, to withdraw the linked deposits fromalending inditution thet
ceases to be a state depository.

CSSB 275 amendsthe Government Code to require the bank to authorize the comptroller to place alinked
deposit, after theexecutivedirector’ sgpproval, rather thanthe comptroller’ sacceptance of the gpplication,
and after the lending ingtitution originates aloanto andigible borrower. Specifiesthe bank, rather thanthe
comptroller, is not required to maintain the deposit unlessthe bank approvesanew loan application, rather
than the comptroller accepting it. Requires, rather than authorizes, the comptroller to place atime deposit
and requires the comptroller to do so at the direction of the bank.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to recelve compliance reports and to monitor compliance withthe linked deposit program.

CSSB 275 amends the Government Code to make conforming changes to require the bank, rather than
the department, to promote the linked deposit program, and to require the office, rather than the
department, to prepare amarketing report each odd-numbered year onthe bank’ s effortsinpromoting the

program.

CSSB 275 amends the Government Code to require the office to submit to the comptroller a quarterly
report regarding the linked deposit program. Specifiesthat thefinancia transaction of alinked deposit are
subject to audit by the state auditor.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to carry out research and data services.

CSSB 275 amends the Government Code to make conforming changesto have the office, rather thanthe
department, serve asaone-stop center for business-rel ated information, obtain informationfromother state
agencies and organizations, create a web site to publish the information, and charge an access fee for the
information.

CSSB 275 amends the Government Code to make conforming changesto establisha reserve account for
the capital access program on the approva of the bank, rather than the department.

CSSB 275 amends the Government Code to remove the provison that requires investment earnings and
feescharged under this subchapter to be deposited in the fund. Also makes conforming changesto require
money may be appropriated only to the bank, rather than the department, for the capital access program.

CSSB 275 amends the Government Code to make conforming changes to give the bank, rather than the
department, the powers necessary to carry out the capital access program.

CSSB 275 amends the Government Code to make conforming changes to require the bank, rather than
the department, to establish and administer the capital access program.
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CSSB 275 amendsthe Government Code to make conforming changes to require the executive director,
rather than the policy board, to adopt rules related to the implementation of the capital access program.

CSSB 275 amends the Government Code to make conforming changes to prohibit the bank, rather than
the department, from determining the recipient, amount, or interest rate of a capital access loan. Removes
the provision that prohibitsloans under this Subchapter from being digible to be enralled, if the loan isfor
refinancing exiging loans not origindly under this subchapter. Authorizes the bank, rather than the
department, with no recourse to the bank or to the loan loss reserve correspondent to the loan, to
determine the conditions under which aloan may be sold on the secondary market.

CSSB 275 amends the Government Code, to make conforming changes requiring the bank, rather than
the department, to approve reserve accounts and oversee |oans made through the capital access program.
Adds a requirement that the inditution certify that the borrower is financing an enterprise project, if
gpplicable. If the borrower isfinandng an enterprise project, or isamedium-sized business, authorizesthe
bank to deposit 200 percent of the total amount into the reserve account . Requiresa participating financid
ingtitution to obtain gpprova from the bank to withdraw funds from the reserve account.

CSSB 275 amends the Government Code to make conforming changesto set limitations on the amounts
the bank, rather than the department, deposits in the reserve account. If the borrower is financing an
enterprise project or asmdl or medium-sized business or non-profit organization, limitsthe amount to eght
percent of the loan amount.

CSSB 275 amends the Government Code to make conforming changesto establish the state’ s rights with
respect to the reserve account administered by the bank, rather than the department. Authorizes the bank
to withdraw the tota amount of an indtitution’ s reserve account, if the financid inditution falls to submit a
report or document requested by the bank within the time or manner prescribed.

CSSB 275 amends the Government Code to make conforming changes to have the bank, rather thanthe
department, receive annud reports from financid inditutions participating in the capital access program.

CSSB 275 amends the Government Code to make conforming changes to require the office, rather than
the department, to submit an annua status report on the capital access program to the legidature.

CSSB 275 amendsthe Government Code to make conforming changes to authorize the bank, rather than
the department, to accept gifts, grants, and donations for the capital access program.

CSSB 275 abolishesthe Texas Department of Economic Development and the offices of the membersof
the governing board of the department serving on the effective date of this bill. Actions taken by the
department or its governing board before the effective date are not affected by the abolishment.

CSSB 275 provides that on the effective date of the hill, the department’s rules, standards, or forms;
proceedings, money, contracts, lease rights, and obligations, property; and funds transfer to the Texas
Economic Development and Tourism Office. Provides that any reference to the Texas Department of
Economic Development or its governing board means the Texas Economic Development and Tourism
Office.

CSSB 275 provides that on the effective date the bill, the executive director of the Texas Department of
Economic Development does not automaticaly become the executive director of the office and requires
a person, to become the executive director of the office, to gpply for the positionand be approved by the
governor. Provides that an employee of the Texas Department of Economic Development does not
automaticaly become an employee of the office and requires the person, to become an employee of the
office, to gpply for a position and be approved by the governor or the executive director of the office.

CSSB 275 provides that afunction or activity performed by the department is transferred to the office.
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CSSB 275 requires the department and the office to establish atrangtion plan for the transfer described
in SECTION 1.64. Requiresthe planto include a reasonable timetable for the effective recongtruction of
the department’ s misson, drategies, performance measures, functions, and staff, as they relate to key
economic development clustersin this state.

CSSB 275 trandersthe functions performed by the Texas Aerospace Commission to the aerospace and
aviation office within the Texas Economic Development and Tourism Office; provides that the executive
director of the Texas Aerospace Commission becomes the director of the aerospace and aviation office;
and authorizes the governor to determine the manner in which employees of the Texas Aerospace
Commission, if any, are transferred to the aerospace and aviation office.

CSSB 275 amends the Government Code to add Chapter 489, relating to the establishment, operation,
and funding of the Texas Economic Development Bank. The bill defines “Bank” as the Texas Economic
Development Bank, “Fund” as the Texas Economic Development Bank Fund, and “Office’ asthe Texas
Economic Deve opment and Tourism Office.

CSSB 275 requires the office to adopt rules to carry out the purposes of the chapter.

CSSB 275 requires the office to establish the Economic Development Bank for the purpose of providing
globaly competitive, cost effective state incentives to expanding businesses operating in this state, and
enauring that communities and busnessesin this state have access to capita for economic development
purposes. Requires that the bank’ s effectiveness be measured in terms of jobs created and retained, and
the tota amount of non-state funds leveraged as aresult of the bank’s efforts.

CSSB 275 requires the bank to offer avariety of financd and tax incentives to expanding or relocating
businesses, and serve as a single source of information regarding those incentives for businesses and
communitiesin the date.

CSSB 275 requires the bank to charge fees to the beneficiaries of its services as the bank determines
necessary. Allows the bank to use feesto fund the administration of the bank’ s programs.

CSSB 275 dlowsthe bank to adlocate itsresources as necessary to meet the level of demand experienced
by each program or service.

CSSB 275 provides that the economic development bank fund is a dedicated account in the genera
revenue fund that includes any amount appropriated for the bank, Capital Access Fund No. 5035, Texas
Leverage Fund No. 851, other investment earnings, and fees charged under this chapter.

CSSB 275 requires the Texas Economic Development Office (office) to make, execute and ddliver
contracts, invest money; impose and collect fees; and issue bonds for economic development projects.

CSSB 275 requires the office to report annually to the legidature on the activities of the bank.

CSSB 275 provides that the bank shdl perform, but is not limited to the duties and functions of the
following programs. the Texas Small Business Industrial Development Corporation, the capital access
program, the Texasleverage fund program, the linked deposit program, the enterprise zone program, the
indudtrid revenue bond program, the defense economic readjustment zone program, the federa
Empowerment Zone and Enterprise Community grant program, and the renewa community program.

CSSB 275 providesthat the state and state officers or employees are not liable for grants, loans or other
transactions under the direction of the bank, except as specificaly provided by law.

CSSB 275 dlows the office to accept gifts, grants, and donations for the bank.

CSSB 275 defines “Board” as the Product Deveopment and Smal Business Incubator Board’;
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“Hnandng’ asaloan, loan guarantee, or other equity investment fromthe product fund to apersonfor use
inthe development and productionof a product in this state or fromthe smdl businessfund for developing
andl busnessin this gate; “Office’ to indude the designee of the office; “Product” includes an invention,
device, technique, or process; “Product Fund” asthe Texas product development fund; “program” asthe
product development programor smdl businessincubator program; and “smdl businessfund’ asthe Texas
small business incubator fund program.

CSSB 275 trandfersthe Product Development and Smadl Business Incubator Board to the office. Provides
that the bank adminigters the programs, the product fund, and the small business fund rather than the
Product Development and Small Business Incubator Board.

CSSB 275 changesthe composition of the Product Development and Smdl BusinessIncubator Board by
removing the comptroller and adding one member who has ggnificant business leadership experience in
technology, particularly experience with the transfer of research results into commercial applications.
Provides requirements for board composition and terms, training, grounds for remova, open mestings,
gaffing, and compliance with federa program and facility accessibility requirements.

CSSB 275 trandfers rule making authority and the authority to issue generd obligation bonds from the
comptroller to the bank.

CSSB 275 tranders the Texas product development fund and smal business incubator fund from the
comptroller to the bank. Provides these funds are revolving funds composed of bondsissued under this
subchapter, finandng applicationsfees, |oan repayments, guarantee fees, royalty receipts, dividendincome,
money appropriated by the legidature, and amounts received by the gtate from federa grants or other
sources. Provides that financing may be made only for aproduct or smdl business approved by the bank.
Provides preferences for certain products and small businesses. Requires the board to adopt rules
governing the finandng. Authorizes the board to appoint an advisory committee. Limits the amount of
financing for asingle recipient to 10 percent or less of the total amount of the bonds issued. Provides for
anapplicationprocess for financing and confidentidity requirements. Requires operationand adminigration
expenses of the program to be paid out of fees collected or revenue generated.

CSSB 275 provides that on the effective date of the hill, the comptroller’s rules, standards, or forms,
proceedings, money, contracts, lease rights, and obligations, property; and funds relating to the small
businessincubator program, Texas Smal BusinessIncubator Fund, and the Texas Product Devel opment
Fund transfer to the Texas Economic Development and Tourism Office or the Texas Economic
Development Bank.

CSSB 275 requiresthegovernor to gppoint new membersto the Product Development and Smdl Business
Incubator Board as soon as possible on or after the effective date of the bill and provides atimetable for
the staggered appointment of Board members. Allows the current members to serve until replaced.

CSSB 275 provides that on the effective date of the bill, unobligated or unexpended funds in the Capita
Access Fund and the Texas Leverage Fund transfer to the Economic Development Bank Fund.

CSSB 275 amends the Government Code to add the definitions “Bank” to mean the Texas Economic
Development Bank; “Block Group” to have the meaning assigned by the Bureau of the Census of the U.S.
Department of Commerce; “governing body of an enterprise zone’ to mean the governing body of a
municipdity or county in which an enterprise zone is located; “Officg’ to mean the Texas Economic
Development and Tourism Office; and “qudified busness site’ to mean the specific business site of an
enterprise project. Also amends the definition of “nominating body” to mean the governing body that
nominates an enterprise project.

CSSB 275 amends the Government Code, to require the bank to compile data identifying the Block

Groups in this sate that qualify for enterprise zone designation, and to update the information as soon as
practicable following the release of the latest federd census. Requires the bank to establish criteria and
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proceduresfor desgnating an project or activity of aqudified business as an enterprise proj ect, and makes
a conforming change to require the office rather thanthe department to adopt rulesto carry the purposes
of this chapter.

CSSB 275 makes a conforming change to require the bank rather than the department to conduct a
continuing eva uationof the enterprisezone programand a biennid review of local incentives, and to submit

areport to the governor, legidature and legidative budget board on the effectiveness of the program and

the use of state and loca incentives and their effect onrevenue. Changesthe date on which the bank shall

submit this report from December 15 to January 1 of each year.

CSSB 275 requires the bank to assist a unit of locad government in obtaining status as a federal zone
designation that furthers the purpose of this chapter, anominating body in obtaining ass stance from other
stateagencies, and indevel oping smdl businessincubators. M akes conforming changesto require the bank
rather than the department to provide other assistance to businesses and communities as required by the
chapter. Makes conforming changesto require the bank rather thanthe department to coordinatewithother
state agencies.

CSSB 275 amends the Government Code to remove the current criteria for desgnation as an enterprise
zone and establish new criteriato qualify for enterprise zone designation. Requires that in order to qudify
for enterprise zone designation that an area must be a Block Group in which at least 20 percent of the
residents have incomes at or below 100 percent of the federa poverty leve; or bean area designated as
arenewa community, federd empowerment zone, or federa enterprise community.

CSSB 275 amends the Government Code to specify that an enterprise zone designation shdl remain in
effect aslong as the area continues to meet the requirements for designation. Adds renewa communities
to the federa programs whose period of designation is limited by federd law.

CSSB 275 amends the Government Code to diminate the provison that a combination of municipa and
county governing bodies may administer an enterprise zone. Grants adminidrative authority to the
municipality or county that has jurisdiction over the area designated as an enterprise zone.

CSSB 275 amends the Government Code to require that the nominating body designate a liaison to
overseeenterpriseprojectsit hasnominated, and to communicate and negotiate withthe bank or officeand
other entitiesin an enterprise zone or affected by an enterprise zone project, induding a qudified business,
within the jurisdiction of the nominating governmenta entity.

CSSB 275 amends the Government Code to require that the nominating body report to the bank no later
than October 1 of each year onthe enterprise projects in its jurisdiction, rather thanonthe enterprise zone,
and that the report shdl includealigt of local incentives, the number of busnessesassisted, and asummary
of dl indudrid revenue bonds issued to finance enterprise projects in the jurisdiction of the nominating
governmentd entity.

CSSB 275 amends the Government Code to add to the definitions of “ new permanent job” and “retained
job” the provision thet the positionbeintended to exist at the qudified businessfor at |east three years after
the date on which a state benefit is received and authorized by this chapter, rather than during the period
that the business is designated as an enterprise project. Clarifies that a retained job is one that existed
before designation of the business s project or activity.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather the
department, and nominating body of a project rather thangoverning body of azone, in cartifying aqudified
business for the purpose of receiving loca incentives. Expands digibility for certification to businesses that
are located in the sate if 35 percent of the business' s new employees are resdents of an enterprise zone
or are economicdly disadvantaged, in addition to the current eigibility for busnesses located in an
enterprise zone if 25 percent of the business's new employees are residents of an enterprise zone or are
economicaly disadvantaged.
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CSSB 275 amends the Government Code to require the bank to prohibit certification of a qudified
businessif the nominating body is not complying with this chapter. Allows a qudified business to request
that the governing body of amunicipality or county in which the businessislocated apply to the bank for
designation of a project or activity of the business as an enterprise project. Adds provisons that an
enterprise project must be for an expansion or relocation from out-of-state, an expansion, renovation or
new condruction, or other property to be undertaken by a qualified business;, and a predetermined
designation period approved by the bank, with beginning and end dates for each proposed project or
activity. Eliminates current language referring to enterprise zone criteria. Limits the designation period for
an enterprise project to five years. Requires that if the enterprise project designation is for a franchise,
separate books and records be kept.

CSSB 275 amendsthe Government Code to alow the governing body to apply to the bank for designation
of the qualified business as an enterprise project only after it has submitted to the bank the order or
ordinance and other information that complies with the requirements of Sections 2303.4051 and
2303.4052.

CSSB 275 requires an application to contain an economic andysis of the plans of the qualified busness
withregard to the enterpriseproject; the number of permanent jobs the project will create and retain during
the designation period; the amount of investment to be made by the project; and a complete description
of the local effort made by the nominating body, the qudified business, and other affected entities to
develop and revitdize the jurisdiction of the governmental entity nominating the project; and if the
nominaing body is goplying for a double or triple jumbo enterprise project, as defined by Section
2303.407, an indication of which of those types of designation is being sought.

CSSB 275 makes conforming changesto refer to the municipdity or county rather thanthe enterprise zone
with regardsto locd efforts to revitdize the jurisdiction of nominating body.

CSSB 275 dlows a nominating body to submit an application for a project or activity that during the
goplication process loses its digibility for designation as an enterprise project soldy because the project
or activity isno longer located in an enterprise zone if the bank receives the gpplication no later than the
30thday after the date onwhichthe bank makesthe updated Block Group data used to make the digibility
determination available.

CSSB 275 amendsthe Government Code to establish the information that a governing body must indude
in an order or ordinance that enables the governing body to nominate a qualified business for desgnation
as an enterprise project and the information that the nominating body must submit to the bank.

CSSB 275 amendsthe Government Code to alow the bank to designate aproject or activity of abusiness
asanenterprise project only if the bank receivesdl of the information required by Section 2303.4052 and
determinesthat the businessis aquaified businessin an enterprise zone or a aqudified busnesssite; the
nominating body demonstrates ahighleve of cooperationamongpublic, private, and neighborhood entities
within the jurisdiction of the governmentd entity nomineting the project or activity; the designation will
contribute ggnificantly to the plans of the nominating body for development and revitdization of the area
in which the project will belocated; and if the business is seeking job retention benefits that in addition to
current requirements the business fadility is both adding a new businessline or products and deleting or
decreasing anexiging line or product, and the designationwill prevent the facility’ s net production capacity
from decreasing.

CSSB 275 specifiesthat Section 2303.406 (b) does not gpply to qudified businesseslocated inafederdly
designated zone, which will receive priority designation in alocating the number of enterprise projects
alowed statewide per biennium as provided by Section 2303.403.

CSSB 275 makes conforming changes to require the bank rather than the department to designate

enterprise projects on a competitive bass. Eliminates the requirement that the bank establish aminimum
scoring threshold that must be met by the quaified business. Maintains the requirement that the bank make
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its designation on aweighted scale.

CSSB 275 amendsthe Government Code to amend the weighted scale by reducing from50 to 40 percent
of the evaluation based on the economic distress of the Block Group rather than the enterprise zone and
the area within the enterprise zone where the project islocated; makesa conforming change to refer to the
block group inwhichthe aproposed project islocated rather thanthe enterprise zone; and increases from
25 to 35 percent of the evaluation based on the evaluation criteria as determined by the bank. The
evauationcriteriamug includethe leve of cooperationand support of the project applicant commitsto the
revitdizationgods of dl of the enterprise zone block groups within the jurisdiction of the nominating body;
and other exigting criteria.

CSSB 275 amends the Government Code to add provisons that alow the office to designate muitiple
concurrent enterprise projects to a quaified business during any biennium; that an approved designation
asdouble jumbo project, as defined by Section 2303.407, counts astwo project designations againg both
the nominaing body in terms of the maximum number of projects that municipdity or county may have
based on population and the number of enterprise projects alowed statewide during the biennium; that a
triple jumbo project, asdefined by Section2303.407, counts as three proj ect desgnations againgt boththe
nominating body in terms of the maximum number of projects that municipdity or county may have based
on population and the number of enterprise projects dlowed statewide during the biennium.

CSSB 275 amends the Government Code as amended by Artide 1, Chapter 1134, Acts of the 77th
Legidature, Regular Session, 2001, to require the bank to alocate to an enterprise project the maximum
number of new permanent jobs or retained jobs based on the amount of cgpitd investment made in the
project and the refund per job with a maximum refund to beincluded in a computation of atax refund for
the project. Eliminatesthe provisonthat the number may not exceed 250 or anumber equal to 110 percent
of the number of anticipated new permanent jobs or retained jobs specified in the application for
designation of the business as an enterprise project, whichever isless, and adds provisons that specify the
amount of refund based on a combination capita investment and jobs created or retained.

CSSB 275 amends the Government Code as amended by Artidle 2, Chapter 1134, Acts of the 77th
Legidature, Regular Session, 2001, to requirethe bank toallocateto anenterpriseproject for the maximum
number of new permanent jobs or retained jobs based on the amount of capital invetment made in the
project and the refund per job with a maximum refund to be included in a computation of atax refund for
the project. Eliminatesthe provisionthat the number may not exceed 625 or anumber equal to 110 percent
of the number of anticipated new permanent jobs or retained jobs specified in the agpplication for
designation of the business as an enterprise project, whichever isless, and adds provisons that specify the
amount of refund based on a combination capitad investment and jobs created or retained.

CSSB 275 amends the Government Code to establish the maximum tax benefits for double jumbo and
triple jumbo enterprise projects, and to establish requirements for an enterprise project to clam state
benefits. Limitsthe benefitsthat adouble jumbo enterprise project isdigible for to $500,000 per fiscd year
and benefits that atriple jumbo enterprise project is digible for to $750,000 per fiscd year. Requires a
personto submit adamtothe comptroller for astate benefit as prescribed under this chapter and Chapters
151 and 171, Tax Code, not later than 18 months after the date onwhichthe termof the enterprise project
designation expires.

CSSB 275 amends the Government Code to specify that the bank’ s designation of the project or activity
of a qudified business as an enterprise project is effective until the period approved by the bank under
Section 2303.404 regardless of whether the enterprise zone in which the project is located, if any, falsto
qudify as an enterprise zone before the expiration of the project.

CSSB 275 amendsthe Government Code to del etereferenceto nel ghborhood enterprise associations with
regards to Sate agency exemptions from regulation.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
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the department withregardsto review of programrulesand disseminationof reports, and preference given
to enterprise zones in granting economic development money or other benefits.

CSSB 275 amendsthe Government Code to make conforming changesto refer to the officeinstead of the
department.

CSSB 275 amends the Government Code, as amended by Artide 1, Chapter 1134, Acts of the 77th
Legidature, Regular Session, 2001, to requirethat at the time of recei pt of any tax benefit available asresult
of participating in the enterprise zone program, including salestax and franchisetax benefits, three percent
of the amount of the tax benefit shdl be transferred to the Bank Fund to defray the cost of administering
this chapter; and the comptroller to report to the bank the statewide total of actua jobs created and
retained, and the tax refunds and credits made under this section during that fisca yeer.

CSSB 275 amendsthe Government Code to requirethat a the time of receipt of any tax benefit available
asresult of participating in the enterprise zone program, induding salestax and franchise tax benefits, three
percent of the amount of the tax benefit shall be transferred to the Bank Fund to defray the cost of
adminigtering this chapter; and requires the comptroller to report to the bank the statewide tota of actua
jobs created and retained, and the tax refunds and credits made under this section during that fisca year.

CSSB 275 amends the Government Code to diminate the allowance that a government entity that owns
property in an enterprise zone may digpose of the property by sdlling it to a neighborhood enterprise
association; and makes a conforming change to refer to the bank rather than the department with regards
to filing requirementsrelated to the sale of government property in an enterprise zone for less than market
vaue.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to the monitoring of qudified business or enterprise project commitments.
Addsrequirementsthat the nominating body conduct anaudit of the qudified businessto determine whether
the business or project has followed through on its commitments and submit the results of the audit to the
comptroller. Allows a quaified business to obtain a state benefit upon completion of an audit performed
by the comptroller that certifies hiring commitments and digible purchases made on behdf of a qudified
business.

CSSB 275 amends the Government Code is amended by adding Section 2303.517, to require that a
qudified business submit to the bank a certified report of the actual number of jobs created or retained and
the capital invesment made at or committed to the qudified business Ste before it can receive a state
benefit.

CSSB 275 amends the Government Code to add definitions of “Bank” to mean the Texas Economic
Deveopment Bank and “Office’” to mean the Texas Economic Development and Tourism Office to the
Defense Economic Readjustiment Zone (DERZ) program.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank and office
rather than the department with regards to the generdl powers and duties of the DERZ program.

CSSB 275 amendsthe Government Code to make conforming changesto refer to the bank and officewith
regards to evauating the DERZ program and reporting to the governor, legidature and legidative budget
board.

CSSB 275 amendsthe Government Code to make conforming changesto refer to the bank and rather than
the department with regards to providing assistance to businesses located in a defense-dependent

community.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to coordinating with other Sate entities.

C.S.SB. 275 78(R) Page 12 of 17



CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to adversdly affected defense-dependent communities.

CSSB 275 amends the Government Code to make conforming changesto refer to the bank rather than
the department with regards to gpplication for designation asa DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to the review of gpplications for designation asa DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to negotiating an agreement with the nominating body for designation as a
DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to denid of gpplication for desgnation asa DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to amending the boundaries of a DERZ.

CSSB 275 amends the Government Code to make conforming changesto refer to the bank rather than
the department with regards to removing the designation of a DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department withregardsto the requirement that the governing body of adefense-dependent community
desgnate aliason.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to reporting requirements by the governing body of a DERZ.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to the criteria for a qudified business to become eligible to receive state
benefits under this chapter.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to prohibiting a qudified business from receiving benefits and requests for
gpplication for defense readjustment project designation.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to gpplication process for designation as a defense readjustment project
designation.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to the criteria for defense readjustment project designation, the dlocation of
jobs digible for tax refunds, and the duration of designation as a project.

CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to dissemination of reports to the governing bodies of DERZ.

CSSB 275 amendsthe Government Code to make conforming changesto refer to the office and the bank
rather than the department with regards to giving preference to DERZ in granting economic development
money or other benefits.

CSSB 275 amends the Government Code to make conforming changesto refer to the bank rather than

the department with regards to requiring the comptroller to report on the total statewide tax refunds or
credits made under this section during thet fisca year.
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CSSB 275 amends the Government Code to make conforming changes to refer to the bank rather than
the department with regards to requiring the comptroller to report on the total statewide tax refunds or
credits made under this section during that fisca year.

CSSB 275 amendsthe Government Code to make conforming changesto refer to the office and the bank
rather than the department with regards to requiring the governing body of a DERZ to report on the sde
of surplus property a less than fair market vaue.

CSSB 275 amendsthe Government Code to alow the bank to monitor a defense readjustment project to
determine whether and to what extent the project followed through on any commitments made by it or on
its behaf under this chapter. Makes conforming changes to refer to the bank rather than the department
with regards to the criteria for making this determination.

CSSB 275 amends the Tax Code to provide a refund for the purchase of equipment, machinery, and
building materids sold to, and labor for remodding, rehabilitating, or constructing a structure by an
enterprise project for use at the qudified business sterather thaninan enterprise zone; that the refund shall
be based on the amount of capita investment made at the qualified business site and refund per job with
amaximum refund to be included in a computation of tax refund for the project. Establishes criteria for
cdculating the refund amount.

CSSB 275 amends the Tax Code to provide a refund for the purchase of equipment, machinery, and
building materials sold to, and labor for remodeling, rehabilitating, or constructing a structure by an
enterprise project for use at the qudified busnesssiterather thaninan enterprise zone; that the refund shdl
be based on the amount of capital investment made at the qudified business site and refund per job with
amaximum refund to be included in a computation of tax refund for the project. Establishes criteriafor
cdculaing the refund amount.

CSSB 275 amends the Tax Code to eliminate the provison that an enterprise project may not gpply for
arefund under this section after the end of the state fiscd year immediately following the Sate fisca year
in which the enterprise project’ s designation expires or is removed.

CSSB 275 amends the Tax Code to make a conforming change to require the bank rather than the
department to provide the comptroller with assstance.

CSSB 275 amends the Tax Code to make a conforming change to refer to the bank rather than the
department inregardsto designating an enterprise project; deletes reference to a“qualified hotel project.”

CSSB 275 amends the Tax Code to amend the requirement that a“ new permanent job” be intended to
exig for at least three years rather than during the period that the qualified businessis designated as an
enterprise project.

CSSB 275 amendsthe Tax Codeto add the definitions of “ Double Jumbo Enterprise Project” and “ Triple
Jumbo Enterprise Project.”

CSSB 275 amends the Tax Code to transfer the requirement that the department certify whether the level
of employment of qualified employees has been maintained to the comptroller.

CSSB 275 amendsthe Tax Code to establishthe maximum refundsfor a double jumbo enterprise project
as $500,000 and for atriple jumbo projects as $750,000 in each fisca year.

CSSB 275 amendsthe Tax Code to provide that an enterprise project approved by the Texas Economic
Development Bank after September 1, 2003, may not receive a refund before September 1, 2005.

CSSB 275 amends the Tax Code to make a conforming changes to refer to the bank rather than the
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department with regards to defense readjustment projects and to require the comptroller rather than the
department to annudly certify to the legidative budget board whether the leve of employment of qudified
employees has been maintained.

CSSB 275 amends the Tax Code to make a conforming change to refer to the bank rather than the
department with regards to designation of a defense readjustment project.

CSSB 275 amendsthe Tax Code to makeaconforming change to refer to the jurisdictionof the nomineting
body rather thanthe enterprise zone withregardsto goplyingfor aone-time refund of salesand usetax paid
by the qudified business, and requirethat the project certify to the comptroller rather than the department
that the business is retaining 10 or more jobs held by qudified employees during the year. Removesthe
provisionthat the qudified businessesthat have been certified as digible under this section by the governing
body or bodies to the department and retains the provision that they be certified as digible to the
comptroller.

CSSB 275 amends the Tax Code to define “governing body” as meaning the governing body of a
municipdity or county that applied to have the project or activity of a qudified busness desgnated asa
project under Section 2303.405, Government Code.

CSSB 275 amendsthe Tax Code to transfer the certificationprocess for digibility for franchisetax refunds
under the enterprise zone program from the department to the comptroller.

CSSB 275 amends the Tax Code to define “governing body” as the governing body of amunicipdity or
county that gpplied to have the project or activity of a qudified business designated as a project under
Section 2303.405, Government Code.

CSSB 275 amends the Tax Code to define “ Defense Readjustment Project” as a person designated by
the department as a project on or after September 1, 2001, but before September 1, 2003, and aperson
designated as a project by the bank after September 1, 2003; and “Enterprise Project” as a person
designated by the department as a project onor after September 1, 2001, but before September 1, 2003,
and a person designated as a project by the bank after September 1, 2003.

CSSB 275 amends the Insurance Code make a conforming change to refer to the bank rather than the
department with regards the establishment of a task force to study the feasibility of ingtituting various
property and casuaty insurance initiatives in the state.

CSSB 275 amends the Development Corporation Act of 1979 (Articde 5190.6, Vernon's Texas Civil
Statutes), to requirethat the governor appoint the board of directors of the Texas Smdl Busnessindudtrid
Development Corporation and that the governor or the governor’ s designee and the executive director of
the office shdl serve as nonvoting ex officio members of the Board. Makes conforming changesto refer
to the bank rather than the department with regards to prohibiting the use of Texas Smdl Busness
Deveopment funds except to reimburse expensesincurred inits officid capacity on behdf of the Texas
Smadl Business Industrid Development Corporation.

CSSB 275 specifies that the changes in made by this Act to Chapter 2303, Government Code, and
Chapters 151 and 171, Tax Code, apply only to an gpplicationfor adesignationunder the enterprise zone
program that isfiled on or after the effective date of this Act; and that an gpplication thet is filed prior to
the effective date of this Act is governed by the law in effect on the date the gpplication was filed.

CSSB 275 reped s severa sections that have expired, induding the Texas Exporters LoanFund, Statewide
Certified Devdopment Corporation, Rurd Economic Development loans, bonds and authority for the
Economic Development Act, and Texas Manufacturing Indtitute. Repeals several sections that do not
directly relate to the officeé's new dructure. Repedls sections relating to the governing board and
establishingdivisonswithinthe department. Also repeal's sectionsthat authorize the gppointment of advisory
committees, require establishing memorandums of understanding with 12 other entities, and require an
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agreement withthe Historical Commission. Reped s sections that do not directly relate to the office’ snew
focus and primary functions, including the Office of Small Business Assstance, development corporation
training, annud tax incentive and economic development law report, Statewide Economic Deve opment
Fan, TexasMexico Commerce and Internationd Redations Coordinated Plan, and Texas-Mexico
Development Fund. Repedls sections that relate to creating the Texas Economic Development Bank and
consolidating exising programs under the bank, induding the subchapter that references the Product
Devdopment and Smdl Business Incubators program in the enabling statute for the Office of the
Comptroller. Repeds a limitation on the amount that can be deposited in linked deposits. Repeals
provisons from the Tax Code and the enabling statutes for the enterprise zone program and defense
economic readjustment zone program that do not relate to the newly-designed enterprise zone program
and defense economic readjustment zone program.

EFFECTIVE DATE

September 1, 2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

The subgtitute modifies the engrossed version to change the name of the Texas Economic Development
Officeto the Texas Economic Development and Tourism Office; changesthe name of the aerospace office
totheaerospaceand aviationoffice; makes changesto the administrationand operation of certaineconomic
development programs, induding the enterprise zone and linked deposit programs, and establishes the
Texas Economic Development Bank (bank). The substitute aso removesthe provisonthat authorizes the
revenue derived from the collection of one-half of one percent of the hotel and motel tax to be used for
economic development activities, in addition to the tourism activitiesit is used for currently.

The subgtitute changes the name of the Office to the Texas Economic Development and Tourism Office
(office).

The subdtitute prohibits the executive director, high-level employees, and spouses from serving as an
officer or employee of atourism trade association.

The substitute changes the name of the aerospace office to the aerospace and aviation office.

The subdtitute requiresthe executive director to designate anindividua asthe amd| businessadvocate. Sets
digibility requirementsfor designation. Requiresthe smdl business advocate to serve as the foca point for
assding smdl and higorically underutilized businesses by performing certain functions; provide assstance
to these businesses; and perform research, studies, and analyses of matters affecting these businesses.

The subdtitute provides that the equal employment opportunity officer and the internd auditor of the office
of the governor shdl serve the same functions for the office.

The subtitute removes the provison that authorizes the office to sue and be sued.

The subgtitute requires the bank, rather than the office, to cooperate with appropriate federal and local
agencies to administer the Empowerment Zone and Enterprise Community grant program in this state.

The subdtitute requiresthe officeto recommend actionsto the governor to promote economic development
in advanced technology; identify and assess specific economic development opportunities;, and engagein
outreach to advanced technology industries.

The substitute adds definition of “medium-sized busness”

The subgtitute transfersthe linked deposit program to the bank rather than the office. Adds medium-sized
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businesses to the list of those that the linked deposit program is to encourage lending to. Requires the
executive director, rather than the comptroller, to gpprove or deny linked deposit loan applications.
Requires the bank, rather than the comptroller and the office, to enter into a written agreement with the
lending indtitution. Requiresthe comptroller to place the linked deposit not later thanthe 10th businessday
after the date on which the agreement is executed. Allows the comptroller to withdraw the linked deposit
at the direction of the bank in the event of a default or if the lending indtitution ceases to be a date

depository.

The subdtitute requires the bank to authorize the comptroller to place a linked deposit at a lending
indtitution. Requires the comptroller to place, at the direction of the bank, atime deposit at aninterest rate
described by Section 481.192.

The subdtitute requires the bank, rather than the office, to market the linked deposit program.

The subdtitute requires the office to submit a quarterly report on the linked deposit program to the
comptroller and subjects the financid transactions of alinked deposit to audit by the state auditor.

The substitute transfers the capital access program to the bank, rather than the office.

The subgtitute requires the bank to withdraw from alending ingtitution’ s reserve account the total amount
in the account if the financid indtitution fails to submit a report or other document requested by the bank
within the time frame or in the manner prescribed.

The substitute adds ARTICLE 2. CREATION OF TEXAS ECONOMIC DEVELOPMENT BANK.

The subdtitute adds |language to creste the Texas Economic Development Bank (bank) within the office,
and consolidates several exiding business incentive and finance programs, including the product
development and smdl businessincubator programs, into the bank. The subgtitute establishesthe operation
and funding for the bank, and authorizesthe bank to transfer funds between the existing programs to meet
changesin demand and to charge fees to support the administration of the programs.

The subgtitute adds ARTICLE 3. ENTERPRISE ZONES; CERTAIN OTHER ECONOMIC
DEVELOPMENT PROGRAMS ADMINISTERED BY TEXAS ECONOMIC DEVELOPMENT
BANK.

The subgtitute adds language to re-design the enterprise zone program by eiminating the application
process and authorizing the bank to designate the enterprise zones based on areas with a poverty rate of
20 percent or higher. The subgtitute strengthens incentivesfor larger investmentsand new job creetion, and
requires adminigtrative costs of the program to be fully cost-recovered.

The subgtitute removes the requirement that the office establish an interstate lead generation program to
identify potential business partners to form networksin this state.

The subdtitute removes the provison that exempts the office' s out-of-State tourism advertising purchases
from the gate' s historicaly underutilized business requirements.

The subgtitute removesthe provisonthat alowsthe revenue derived from the collection of one-hdf of one

percent of the hotel and motel tax to be used for economic development activities, in addition to tourism
activitiesit is used for currently.
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