AMENDED IN SENATE AUGUST 29, 2000
AMENDED IN SENATE JUNE 15, 2000

AMENDED IN ASSEMBLY MAY 31, 2000

AMENDED IN ASSEMBLY APRIL 25, 2000

CALIFORNIA LEGISLATURE—1999-2000 REGULAR SESSION

ASSEMBLY BILL No. 1870

Introduced by Assembly Member Davis

February 10, 2000

and to add Section 15339.8 to, the Government Code, relating
to small business.

LEGISLATIVE COUNSEL'S DIGEST
AB 1870, as amended, Davis—Aleeheland—substanee—abuse:
: rug

AbuseSmall business funding

The Business Incubation Program Act establishes the
Business Incubation Program, pursuant to which grants may
be awarded by the Trade and Commerce Agency’s Office of
Small Business to assist in the development of, and delivery of
services to small businesses by, business incubators. A
“business incubator” is defined for these purposes as an entity
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that facilitates the formation and growth of new small
businesses to increase their probability of success through the
provision or sharing of specified types of equipment, services,
and facilities.

This bill would include specified types of activities and
services within the definition of *“business incubator” for
purposes of the program. It would require that programs and
services provided through the program be flexible and
responsive to the needs of small business, as specified. It would
additionally require the office, when awarding grants, to give
highest priority to proposals matching each state dollar
requested with at least one dollar in private or nonstate public
resources, either cash or in-kind.
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te.
\ote: 45 majority. Appropriation: -yesno. Fiscal committee:
yes. State-mandated local program: yes
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The people of the State of California do enact as follows:

SECHONA—TFhetegislature-fhrdsand-deelaresall of

SECTION 1. Section 15339.2 of the Government
Code is amended to read:

15339.2. For purposes of this chapter, the following
definitions apply:

(@) “Incubator” means an entity that facilitates the
formation and growth of new small businesses to increase
their probability of success through the provision or
sharing of needed equipment, services, and facilities,
including at leastfivaix of the following:

(1) Reception and meeting areas.

S.
secretarial services, accountingand
bookkeeping services.

4yResearchand researchibraries.

(2) Onsite financial, management, marketing,
business developmeitd technical counseling.

(3) Office  furniture rentals and flexible lease
arrangements for business sites or for necessary
equipment.

(4) Technology and computing assistance.

(5) Entry criteria and a graduation or exit policy.

(6) Provision of, or reasonable access to, debt or equity
financing for client companies as a component of the
incubator’s programs.

(7) Regional collaboration, as appropriate, among
facility-based incubators, virtual, e-commerce,
technology incubation systems, and existing economic
and business development programs, to meet the
ongoing demands to support development of micro and
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—5— AB 1870

small business enterprises for community economic
development.

(8) A comprehensive  entrepreneurial  program  of
services offered by one or more facility-based or virtual
incubation centers or business enterprise centers.

(b) “Office” means the Office of Small Business within
the Trade and Commerce Agency.

SEC. 2. Section 15339.3 of the Government Code is
amended to read:

15339.3. (a) The Office of Small Business shall award
grants to California nonprofit corporations or public
agencies pursuant to the application process described in
this section.

(b) In developing the applications for grants, the
office shall consult with incubators and other interested
parties to ensure that the application is understandable
and is disseminated as widely as possible.

(c) Grant funds shall be encumbered no later than one
year from the date they become available to the agency
for this purpose.

(d) The grants shall be awarded to the proposals
scoring the highest points, based upon criteria that shall
include the following:

(1) Priority shall be given to proposals that provide
maximum debt or equity funding to small businesses that
receive services pursuant to Section 15339.2 from a
California incubator. The office shall give consideration
to applicants that leverage the state funds with funds
from other sources used to provide funding to the
incubator businesses. The office shall give highest
priority to proposals matching each state dollar requested
with at least one dollar in private or nonstate public
resources, either cash or in-kind.

(2) Consideration shall also be given to proposals that
enable the formation and development of incubators.

(e) Grant awardees shall provide the office with
suitable financial records to ensure their financial
viability, and after receiving the grant, shall allow the
office to audit the records of the expenditure of grant
funds.
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5—thdhe Office of

Small Business shall evaluate the Business Incubation
Program and present its findings to the Legislature on a
biennial basis, commencing January 1, 2000. This
evaluation shall include, but shall not be limited to,
identifying the number of applicants for available grants,
the number of incubators assisted through the program,
the number of small businesses assisted, the graduation
rate of businesses out of incubators, and the number of
jobs created and their mean wage level, and identifying
the four-digit Standard Industrial Classification (SIC)
code for businesses in incubators partially financed by the
office. The evaluation shall be completed within the
existing resources of the office. The office may consult
with industry representatives, incubator associations, and
the California Research Bureau while developing the
biennial evaluation.

SEC. 3. Section 15339.8 is added to the Government
Code, to read:

15339.8. Programs and services provided pursuant to
this article shall be flexible and responsive to the needs of
small businesses identified through the regional planning
process described in this article. Services shall be
demand-driven, and delivery structures shall be in
accordance with best business practices,
performance-oriented, and cost-effective, and contribute
to regional and statewide economy growth and
competitiveness.

All matter omitted in this version of the
billappearsinthebillasamendedinthe
Senate, June 15, 2000 (JR 11)
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