DEPARTMENT OF TAXATION
2012 Fiscal Impact Statement

1. Patron Adam P. Ebbin 2. Bill Number SB 262
House of Origin:
3. Committee House General Laws Introduced
Substitute
Engrossed
4. Title Microenterprise Investment Grant Program:
Creates a Microenterprise Investment Grant Second House:
Fund and Program X In Committee
Substitute
Enrolled

5. Summary/Purpose:

This bill would establish the Microenterprise Investment Grant Fund (the “Fund”), a
special non-reverting permanent fund, on the books of the Comptroller. The Fund would
be administered by the Department of Business Assistance (DBA). The aggregate
amount of the grant for each individual would not be allowed to exceed $12,500.

This bill would allow an individual to apply for a grant from the Fund for the investment
into a microenterprise located in a HUB Zone, a green microenterprise or any other type
of microenterprise. The amounts and distribution of the grant would be as follows:

e The grant for an investment in a microenterprise located in a HUB Zone would be
equal to 25 percent of the qualified investment, and would be issued over a three-
year period as follows: a.) 15 percent for the calendar year in which the investment
was made; and b.) five percent for each of the two years immediately following the
year in which the investment was made.

e The grant for an investment in a green microenterprise (as defined by the
Secretary of Commerce and Trade) would be equal to 25 percent of the
individual's qualified investment, and would be issued over a three-year period as
follows: a.) 15 percent for the calendar year in which the investment was made;
and b.) five percent for each of the two calendar years immediately following the
year in which the investment was made; and

e The grant for an investment in any other microenterprise would be equal to 20
percent of the individual's qualified investment, and would be issued over a three-
year period as follows: a.) 10 percent credit during the calendar year in which the
investment was made; and b.) five percent for each of the two calendar years
immediately following the year in which the investment was made.

This bill would require DBA to verify the amount of each grant. The grants would be

issued in the order that each completed eligible application is received. Any yearend
balances would be reappropriated and the fund retains any interest earned. In the event
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that the total amount of grants requested in a fiscal year exceeds the available funds in
the Fund, the grants would be issued in the next fiscal year in which funds are available.

The grant would not be allowed to any individual that has committed capital under
management in excess of $10 million and engages in the business of making debt or
equity investments in private businesses or to any individual that would be allocated a
share of the grant proceeds as a partner, shareholder, member, or owner of an entity that
engages in such business.

Finally, this bill would require DBA, with assistance from the Virginia Economic
Development Partnership, to develop guidelines, exempt from the Administrative Process
Act, that establish policies and procedures for qualifying for the grant.

This bill would effective beginning January 1, 2013.

This bill would not become effective unless the General Assembly makes an
appropriation of General Funds to the Microenterprise Investment Grant Fund during the
2012 General Assembly session.

. Budget amendment necessary: Yes.

ITEM(S):

New provision for the Microenterprise Investment Grant Fund

107, Department of Business Assistance (an appropriation for the administration of the
grant)

. Fiscal Impact Estimates are: Preliminary. (See Line 8.)
7a. Expenditure Impact:

Fiscal Year Dollars Positions Fund
2011-12 $0 0 GF
2012-13 Unknown 1FTE GF
2013-14 Unknown 1FTE GF
2014-15 Unknown 1FTE GF
2015-16 Unknown 1FTE GF
2016-17 Unknown 1FTE GF
2017-18 Unknown 1FTE GF

. Fiscal implications:

Department of Business Assistance

This bill is contingent upon the 2012 General Assembly making an appropriation for the
Microenterprise Investment Grant Fund created by the Senate amendment to this bill.

Another appropriation would be needed for the DBA’s administrative costs related to the
development of a database to track the spending and reimbursement of the
Microenterprise Investment Grant Fund. The costs associated with developing a
database would be up to $50,000. DBA has already developed databases to track the
Virginia Jobs Investment Program and the Small Business New Jobs Grant Fund
spending and reimbursement. In addition, DBA reports that it would likely need to hire at
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least one full-time employee and would incur additional costs depending on how many
individuals qualify for the grant.

Secretary of Commerce and Trade

The Secretary of Commerce and Trade would not incur any administrative costs, as they
already define green jobs under the Green Jobs Creation Tax Credit.

9. Specific agency or political subdivisions affected:

Department of Business Assistance
Secretary of Commerce and Trade

10.Technical amendment necessary: No.

11.0ther comments:
Federal Law
The Historically Underutilized Business Zones (HUB Zone) program, administered by the
Small Business Administration, helps small businesses in urban and rural communities
gain preferential access to federal procurement opportunities. These preferences go to
small businesses that maintain a principal office in a HUB Zone and employ staff who live
in a HUB Zone. Small businesses that qualify for the program receive a HUB Zone
certification from the Small Business Administration.

Current Virginia Small Business Incentives

The Virginia Small Business Finance Authority (VSBFA) assists small businesses through
a number of financing programs. VSBFA offers direct loans for fixed asset purchases to
businesses, localities and Economic Development Authorities for projects of all sizes.
VSBFA also offers loan guaranties and loan loss insurance programs to reduce risk to
banks making it easier for financial institutions to make loans to small businesses. In
addition, targeted financing programs are available for southern Virginia’s tobacco region,
minority-owned businesses, small manufacturers, non-profit organizations, licensed Child
care and family home providers, and Virginia’s tourism industry.

The Virginia Enterprise Zone program, administered by the Department of Housing and
Community Development, provides two grant programs available to eligible businesses
that locate a facility within the zone. The Job Creation Grant program provides grants to
eligible businesses for certain permanent full-time job creation exceeding a four job
threshold. The Real Property Investment Grant program provides grants for qualified
real property investments made in a designated Virginia Enterprise Zone by an eligible
individual or business. Since the program was converted to a grant program in 2005, no
new tax credits have been allowed. However, firms that had previously been allowed
Enterprise Zone General Business Tax Credits are permitted to continue to claim them.
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Similar Bills

Senate Bill 344 would create the Small Business Investment Grant Fund and allow
individuals that make certain investments into small businesses to apply for a grant. The
grant program would be administered by the Department of Business Assistance. This
bill would be effective July 1, 2012. This is an Executive bill.

cc : Secretary of Finance
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