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Report of the
Commjssion Studying Capital Financing Needs of

Small Businesses in VJrgiuja

To
The Governor and the General Assembly ofVaginia

Richmond, Virginia
May 1993

To: The Honorable L. Douglas Wilder, Governor of Virginia,
and

the General Assembly ofVirginia

I. Authority for Study

In response to the difficulties currently faced by small businesses in
meeting capital financing needs, the 1992 General Assembly adopted House
Joint Resolution No. 24 (Appendix A), calling for. the creation of the
Commission Studying Capital Financing Needs of Small Businesses in
Virginia (Commission on Capital Financing). The resolution established a
14-member commission composed of four members of the House of Delegates,
appointed by the Speaker of the House; two members of the Senate, appointed
by the Senate Committee on Privileges and Elections; the Chairman of the
Virginia Small Business Financing Authority or his designee; the Director of
the Virginia Department of Economic Development or his designee; and six
members at large representing the banking community, the Small Business
Development Centers, the Coalition for Jobs and the Environment, the Center
on Rural Development, Forward Southwest Virginia, and the planning district
commissions, all appointed by the Governor.

The CoJIJ.ID1ssion was directed by HJR 24 to examine the following issues:

• The formation of anew, state-funded revolving loan fund to meet the
special financing needs of rural small businesses;

• The restructuring of existing regional or statewide financing
programs to provide greater access for small businesses;

• Methods of removing structural obstacles, such as taxes and
subsidies, to ecologically healthy economic development;

• Special technical assistance needs of small, ecologically healthy
business enterprises;
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• The effectiveness of support for small business in comparison with
the recruitment of larger, externally based employers; and

• Methods for encouraging private sector support for local small
business.

Delegate Clarence E. Phillips served as Chairman of the Commission,
with Senator William C. Wampler, Jr., acting as Vice Chairman. The
Commission met four times. In addition, the Commission was split into two
subcommittees for the purpose of holding public hearings. The resolution
directed the Commission to submit its findings and recommendations to the
1993 Session of the General Assembly.

n, Background

A. RELATED STUDIES

There have been numerous studies in recent years which have examined
some facet of economic development or the problems of small businesses. The
following is a brief summary of several studies related to economic
development in Virginia which have been published since 1991.

House Document No. 39 (1991)
Review ofEconomic Development in Yirginia; Report by JLARC

The 1989 General Assembly directed the Joint Legislative Audit and
Review Commission to "review the Commonwealth's economic development
policies and the organization, operations, management, and performance of
the Department of Economic Development." JLARC issued a report of over
150 pages with various recommendations including development by the
Secretary of Economic Development of a formal, written, comprehensive
economic development policy to guide the state's economic development
efforts. JLARC also concluded that Virginia had established a diverse set of
economic development programs which provide high quality services.
However, the report went on to say that these programs could be improved
with better policy direction and improved program administration and
accountability.

House DocumentNo. 42 (1991)
. Commission to Propose Recommendations to Improve and Enhance the

Economic Development ofthe Southside Region ofthe Commotuuealth
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The 1990 General Assembly established this 23-member Commission to
propose recommendations to improve and enhance economic development in
the Southside region of the Commonwealth. The Commission was specifically
directed to consider community development, expansion and diversification of
existing industry, strategies to attract new industries to Southside, initiatives
to increase educational levels of the workforce, and individual and regional
efforts and activities which might be conducted in partnership with state
government, educational institutions, and the private sector. One
recommendation of the Commission was that the Department of Economic
Development assist businesses in the regulatory permit process so as to create
"on e-stop permitting." The work of this Commission has .been continued
through 1994.

House Document No. 54 (1992)
The Incentioes and Obstacles Facing Businesses When Making Location
Decisions in Virginia

This joint subcommittee was established in 1991 to study the incentives
and obstacles facing businesses when making location decisions in Virginia.
The subcommittee was directed to (i) evaluate the incentives offered by the
Commonwealth to encourage businesses to locate in the Commonwealth, (ii)
review the various permitting processes involved in establishing businesses in
Virginia and identify ways in which the permitting process may be expedited,
and (iii) review laws related to business operations as they affect the
expansion of existing facilities.

The subcommittee found that the business incentives offered by the
Commonwealth were generally effective in recruiting new industry and
encouraging existing business to expand in Virginia. However, the
subcommittee did find that economic development efforts could be improved,
in part, by better assisting businesses in defraying initial start-up costs.
Among the legislative proposals of the subcommittee was the establishment of
a Governor's discretionary 01' contingency fund for infrastructure and other
improvements for new industry and the expansion of existing business.

House Document No. 60 (1992)
Commission to Propose Recommendations to Promote and Stimulate
Economic Development in the Blue Ridge Region ofVrrginia

The 1991 General Assembly adopted HJR No. 451 which established a
23-member commission to propose recommendations to promote and
stimulate economic development in the Blue Ridge region of the
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Commonwealth. The Commission issued an interim. report in 1992 and its
studies are continuing. Specific issues addressed by the Commission include
(i) partnerships between state and local governments, educational institutions
and the private sector, (ii) marketing strategies to promote business and
industry, (iii) expansion and diversification of existing industry, (iv) strategies
to promote tourism and market local attractions, (v) initiatives to enhance the
education and training of the workforce, and (vi) regional data collection and
analysis, information services and communication needs.

Although the Commission's studies are ongoing, one area of study which
was of particular interest to the Commission on Capital Financing is a
proposed Blue Ridge Region Development Bank. Three types of loans such a
bank may be involved with include (i) small business expansion loans, (ii)
venture capital for rural job creation, and (iii) home loans to low and
moderate income families.

House Document No. 37 (1992)
Joint Subcommittee to Study the Measures Necessary to Assun? VlTginia~s

Economic Recovery

The Economic Recovery Commission was created in 1991 and chaired by
Lieutenant Governor Donald S. Beyer, Jr. The stated mission of the
Commission was to help position Virginia as the best state in the nation in
which to do business. The Commission made a variety of recommendations in
subject areas such as international trade, new technology, capital formation,
education, workforce quality, and government productivity. Among the
specific recommendations was the creation of the "Virginia Reinvestment
Program11, intended to make small businesses more profitable and to
stimulate the reinvestment of corporate profits in new business activity. Also,
the Commission recommended that VEDCORP be encouraged to broaden its
mission and dedicate three million dollars of VEDCORP assets to a seed
capital program with a loan limit of $100,000.

B. EXISTING PROGRAMS

There are various financing and investment programs currently
available to small businesses in the Commonwealth. (~Virginia: A Guide
to Business Incentives, prepared by the Virginia Department of Economic
Development, 1990.) Those programs which may provide direct assistance to
small businesses are summarized as follows.
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VEDCORP, Inc. VEDCORP is a private, for-profit venture capital firm
which makes investments in small businesses located in certain areas of
Virginia. VEDCORP's eligible investments are those in which funds are used
in regions of the State other than the Richmond, Hampton Roads, and
Northern Virginia metropolitan areas.

Investments that are attractive to VEDCORP may include rapidly
growing companies whose capital needs exceed senior bank debt capacity,
plant acquisitions, ownership transitions, and additional investments in
portfolio companies. In general, VEnCORP provides mezzanine level
fin~cing and does .not anticipate. making investments in start-up situations
or m real estate projects,

VEDCORP prefers interest-bearing securities which are senior to equity,
but which provide equity-linked returns through warrants, options, or
conversion features. Typical investments may range between $100,000 and
$700,000 on a subordinated note basis with a term of five to eight years.
Repayments are scheduled to match the cash flow expectations, together with
an appropriate interest rate and an equity participation in the business. In
transactions requiring larger amounts, VEDCORP has the capability to bring
in other venture capital investors.

VEDCORP was founded in 1991 and has committed funds in excess of
$12 million from its investors--financial institutions, utilities, and other large
corporations throughout Virginia.

VtrgiDia Coalfield Economic Development Authority. The Virginia
Coalfield Economic Development Authority (VCEDA) is designed to enhance
the economic base of the seven counties and one city of far southwestern
Virginia (Counties of Buchanan, Dickenson, Lee, Russell, Scott, Tazewell, and
Wise counties and the City ofNorton).

The authority provides financial assistance to qualified new or
expanding industries through a revolving loan program. The loans may be
used for real estate purchases, construction or expansion of buildings, and the
purchase of machinery and equipment.

To be eligible for the VCEDA loans, private businesses must be basic
employers (any employer or job that brings new income to Virginia) who will
bring new income to the area. Loans are limited to $10,000 per permanent
job created, and the average minimum hourly wage should equal or exceed 1.5
times the current federal minimum wage rate at the end of six months of
employment. Any project providing at least 25 jobs within 12 months of
start-up will be given priority.

Funds for the program were estimated to exceed three million dollars for
fiscal year 1992. The funds are derived from the local coal and gas road
improvement tax and the natural gas severance tax. .
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Vrrginia Small Business Fin3n~:ngAuthority. In order to be eligible for
financing assistance from VSBFA for any of the programs listed below, a
Virginia business must have either (i) fewer than 250 employees, (ii) $10
million or less in annual gross revenues over each of the last three years, or
(iii) a net worth of two million dollars or less.

Export Guaranty Program. Under the Export Guaranty Program,
VSBFA will guarantee short-term bank loans extended to small
businesses primarily for pre-export working capital. This includes loans
to finance inventory, labor, marketing, and other services needed for
processing orders prior to. actual shipment. VSBFA's maximum
guaranty is $150,000 or 50 percent of the loan amount, whichever is
less. The guaranty may apply to a short-term loan, a revolving line of
credit, or a standby letter of credit.

Industrial Development Bonds and the Umbrella IDB Program, VSBFA
issues tax-exempt industrial development bonds (IDBs) to finance the
land, building, and capital equipment needs of small manufacturing
businesses statewide. In addition, VSBFA offers an Umbrella IDB
Program which provides a means for these small firms to sell their IDBs
in the public tax-exempt bond market. .

Loan Guaranty Program. The VSBFA Loan Guaranty Program assists
small businesses in obtaining short-term capital to improve and expand
their operations. VSBFA will guarantee up to $150,000 or 50 percent of
a bank: loan, whichever is less. Typical borrowing includes revolving
lines of credit to finance accounts receivable and inventory, and
short-term loans for working capital and fixed asset purchases, such as
office equipment.

ill. Work of the Commission

A. PUBLIC BEARINGS

The commission held public hearings in Abingdon and in Farmville.
Combined, there were approximately 14 speakers at the hearings, most of
whom operate or are trying to start a small business. Several of the speakers
were from area economic development agencies or small business development
centers.

One remark, repeated several times throughout the hearings, expressed
the need for a toll-free hotline to answer questions for those involved in small
businesses or to act as a clearinghouse for information. The type of
information needed" according to some of the speakers, includes requirements
for general paperwork, taxes, types of licenses required, and other
requirements for starting a business.
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A number of speakers described the difficulty in obtaining capital
financing from their local banks, whether large regional banks or small
community banks, and the overemphasis on the requirement of collateral. It
was stated that banks are no longer able to deal with people but look only at
numbers, with no regard for the importance of a business to a community or
other unique circumstances. It was also stated that the application process
was too cumbersome and complicated. In response to questions from
commission members, several speakers noted that they felt that the
availability of credit at market or above-market rates was more important
than loan subsidies or grants.

B. CURRENT LENDING AND REGULATORY CLIMATE

The Commissioner of the Bureau of Financial Institutions, which is part
of the State Corporation Commission, addressed the Commission on Capital
Financing. According to the Commissioner, the widely reported credit crunch
does exist to some extent, but it has been exaggerated. He noted that the
difficulty in obtaining credit arises not from a lack of available capital, but
from stricter examination standards enforced by the federal government. He
further stated that he believes that the prospects for sound businesses to
obtain loans are very good. In response to a question, the Commissioner
stated that the current trend of bank mergers has resulted in a transfer of
capital from rural areas. He explained that it is more profitable for a regional
bank to make a smaller number of large loans in a large metropolitan area
than to make a greater number of small loans in rural areas.

Also addressing the Commission was the financial services
representative for_ the VSBFA She stated that, while she agrees with the
Commissioner that banks in Virginia have money to lend, she takes issue
with the idea that the banks are eager to lend the money to creditworthy
small businesses. She believes that the credit crunch is very real. In support
of her argument she presented to the Commission a copy of a recent TIME
magazine article entitled "Why Banks Won't Lend." The article explains
there has been a decline iJ1 bank lending caused by the current (i) regulatory
environment which has forced banks to be very conservative in judging loans
and (ii) interest rate structure which encourages banks to invest its deposits
in risk-free medium-term treasury securities rather than in businesses. She
also provided the Commission with statistics to support this position (see
Appendix B).

The VSBFA representative stated that "everyday, I talk. to business
owners from around the state, many of whom are in rural areas, who are
frustrated because they are unable to get the financing which is needed to
help their company to grow, or, in some cases, to simply allow their company
to survive. Many of these companies are creditworthy companies which
deserve to get financing, but cannot get it, for reasons outside of their
control. If Because all of the programs currently provided by the VSBFA
require the participation of a commercial bank, the Authority.is often unable
to assist businesses in this position.
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The president of VEDCORP also addressed the Commission. VEDCORP
is a private, for-profit entity that makes equity investments in small
businesses located in certain areas of Virginia. He told the Commission that
VEDCORP has closed only one loan in its two years of existence but has 12
.proposals outstanding and has handled 375 inquiries. While expressing
disappointment with these figures, he stated that VEDCORP has been going
through an incubation period, which was not completely unexpected for a
start-up business. He believes that if VEDCORP expands its territory to
include the entire State and if the economy starts to improve, VEDCORP is in
a position to become much more active.

The executive vice president of the Virginia Chamber of Commerce
expressed the Chamber's continued support of VEDCORP. He further
commented that Virginia businesses are going to need greater access to
capital financing in the future, due in part to the needs of companies that will
be required to find new products and customers due to cutbacks by the federal
government in national defense.

c. SEEKING ALTERNA.TIVES TO TRADITIONAL FINANCING
PROGRAMS

The representative for VSBFA proposed an alternative direct loan
program which would give the Authority the ability to lend directly to
companies when banks will not lend because of reasons other than
creditworthiness (see Appendix C). The program would be targeted to
emerging or existing companies which are unable to obtain capital from
private sources, especially companies located in rural areas of the State where
business capital may be less accessible. The Authority would require
approximately $100,000 per year in additional funding in order to administer
the program. and appro.x:imately two million dollars in loan money available in
order to make a sufficient impact. .

The director of the Longwood Small Business Development Center
(LSBDC) made a presentation to the commission. The sole objective of the
LSBDC, which is part of the Virginia Small Business Development Center's
program, is to help Virginia businesses prosper and increase job opportunities
by offering assistance to Virginians in starting a business, expanding a
business, or solving business related problems. Some of the specific services
provided by LSBDC, as well as other centers around the State (Appendix D),
include client· counseling; business plan preparation; market research;
financial analysis; strategic planning; and various educational, research, and
community service projects. In response to questions from the Commission,
he explained some of the difficulties he sees small businesses facing with
regard to obtaining necessary financing to start or expand a business and the
role which the LSBDC plays in trying to find creative solutions to these
difficulties.

The executive director of the Fifth Planning District Commission in
Roanoke addressed the ongoing feasibility study for establishing a Blue Ridge
region development bank. Such a bank would he designed to address the
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needs of small or marginal borrowers who are not profitable to banks.
Characteristics differentiating a development bank from other financial
institutions include (i) targeting its lending to nontraditional borrowers and
depressed areas, (in increasing its outreach and lending capital through
partnerships with public sector programs, private sector capital, and
community-based organizations, (iii) providing technical assistance to
borrowers, and (iv) taking more risks in its lending, to the extent prudent as a
regulated financial institution.

The co-director of the Appalachian Center for Economic Networks
(ACEnet) explained how a flexible .manufacturing network (FMN) can be used
as a tool to bring small businesses together and help them find market
niches. A FMN is a group of very small firms which comes together to
produce a particular product that none of them could manufacture alone.
According to the co-director, areas with significant FMN formation have
experienced dramatic economic revitalization, generating many new
businesses and increasing the standard of living. However, FMNs do not tend
to develop naturally in the United States because our legal and banking
systems are not set up to deal with this type of business arrangement.
Economic development organizations need to take the initiative to help set up
F:M:Ns in order for them to be successful.

A Virginia businessman addressed the Commission in order to endorse
the Small Corporation Offering Registration (SCOR) program. SCOR is a
streamlined, fill-in-the-blanks registration process allowing small firms to
raise up to one million dollars in a 12-month period. According to the
speaker, Virginia has not taken action to officially adopt the SCOR program
for widespread use. He stated that this inaction hurts Virginia businesses by
placing them at a competitive disadvantage to. businesses located in SCOR
states and by inhibiting the capital formation process.

IV. Recommendations

Based on what the Commission heard during the course of its study,
individual members proposed recommendations for consideration by the
entire Commission. A list of approximately 10 recommendations was
circulated to the members, who were asked to rank the proposals. The
following four recommendations were given the highest ranking by the
members:

Recommendation No.1. Development of a direct loan program, as
proposed by the Virginia Small Business Financing Authority, which will
address the financing needs of creditworthy emerging and existing Virginia
companies that have been unable to obtain financing from conventional
private sources.

Recommendation No.2. A joint project between appropriate state
agencies and the Virginia Chamber of Commerce to produce and maintain a
comprehensive directory of capital financing sources.
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Recommendation No.3. Development of a hotline for "one-stop
shopping" for those in need of financing information as a joint project between
the State and the Virginia Chamber of Commerce, to work in conjunction with
Recommendation No.2.

Recommendation No.4. A resolution encouraging VEDCORP to set
aside a percentage of funds to be used in rural areas without taking an equity
position.

The four recommendations were develored into three pieces of proposed
legislation for the 1993 Session of the Genera Assembly (see Appendix E).

Although, due to time constraints and other practical considerations, the
additional recommendations were not incorporated into any proposed
legislation, they also had the support of the majority of Commission members
and it is not the intent of this report to minimize the importance of these
additional recommendations. For a complete listing of additional
recommendations, see Appendix F.

v. Conclusion

The members of the Capital Financing Commission heard from, and
were assisted by, various members of the public and private sector during the
course of its study. The Commission expresses its gratitude to all those who
gave testimony, provided materials or assisted in some other way in educating
the Commission members regarding the problems faced by small businesses
in meeting their capital financing needs as well as possible solutions to those
problems. .

Respectfully submitted,

Clarence E. Phillips, Chairman
William C. Wampler, Jr., Vice Chairman
John J. Davies III
Joseph P. Johnson, Jr.
Clinton Miller
James A. Baldwin
Virginia Chewning
William Confroy
Anthony Flaccavento
Gerald L. Hughes, Jr.
Dr. Helen M. Lewis
William C. Shelton
Cathy Surface '
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GENERAL ASSEMBLY OF VIRGINIA-1992 SESSION
HOUSE JOINT RESOLUTION NO. 2-4

Creating the Commission on Capital Financing.

Agreed to by the House of Delegates. March 5, 1992
Agreed to by the Senate. March 3, 1992

WHEREAS, in the past 10 years much bas been done in Virginia to promote economic
development in rural areas: and

WHEREAS, these efforts have not addressed twoot Southwest and rural Virginia's most
critical development probJems: continued reliance on large, externally based corporations,
-and serious waste and pollution problems resulting trom the processes or by-products of
various industries; and

WHEREAS, related to these problems is the extreme difficulty that small businesses
currently face in obtaining funds: and

WHEREAS, the majority ot jobs in the United States continues to be created by small
business: and .

WHEREAS, in order to attract businesses to rural areas ot the Commonwealth, tecanicat
and financiaJ assistance for locally based small business must be provided: now, therefore,
be it

RESOLVED by the House ot Delegates, the Senate concurring, That there be hereby
created the Commission on capital Financing. The Commission shall be composed at 14
members as follows: tour members ot the House of DeJegates to be appointed by the
Speaker at the House: two members at the Senate to be appointed by the Senate
Committee on PriVileges and Elections; the Chairman ot the Virginia $maJl Business
Financing Autbority or nis designee; the Director at the Virginia Department ot Economic
DeveJopment or bis designee; and six members at large representing the following: the
banking community, the SmaU Business Development Centers, the Coalition (or Jobs and
the En.vironmen~ the Center on Rural Devetopment, Forward Southwest Virginia, and a
planning district commission, all to be appointed by the Governor.

The Commission shall examine the following issues:
1. The formation ot a new, state-funded revolving loan fund to meet the special

financing needs ot rural small business;
2. The restructuring at existing regional or statewide financing programs to provide

greater access tor small businesses;
3. Methods for removing structural obstacles, such as taxes and SUbsidies. [0 ecologically

heaJthy economic development
4. Special technical assistance needs 01 small, ecologically nealtny business enterprises:
5. The effectiveness at support tor small businesses in comparison with' the recruitment

01 larger, externaJly based employers. Effectiveness could be measured by criteria such as
the creation at jobs, retention ot jobs, average wages and benefits, environmentaJ soundness
ot business, and contribution to other important community goals; and

6. Metbods for encouraging private sector support for local small business.
The SUbcommittee shall report its findings and recommendations to the Governor and

the 1993 Session 'ot the General Assembly of Virginia. The report shall be SUbmitted in
accordance with the procedures ot the DiVision ot Legislative Automated Systems tor the
processing of legislative documents.

The indirect costs ot this study are estimated to be $9,000; the direct costs shall not
exceed $8,000.

Implementation of this resolution is subject to SUbsequent approval and certification by
the Joint RUles Committee. The Committee may Withhold expenditures or delay the period
for the conduct at the study.
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VIrginia Small Business FinancingAuthority

DirectLoanProgram

Program Goal:
'Ib provide a direct loanprogram which will address
the financing needs ofcreditworthy emergingor
existingVIrginia companies that have been unable
to obtain financing from conventional private
sources.

'lllmet Users:

Emergingor existingcompanies.
Unable in obtain capital from private sources.
Located in areas wherebusiness capital. is less

accessible, especially in rural areas ofthe
state.



Virginia Small Business FinancingAuthority

DirectLoanProgram

Eligibilitv requirements:

Evidence ofdenial: .
Must supply evidence ofapplication and denial
from twocommercial banks.

Job retention I creation:
The proposed loan would be required to retain
or create jobs in the area in which the business
was located. -

Creditworthiness:
The business must demonstrate a reasonable
assurance ofrepayment.

Length oftime in business:
Applicantmust have a minimum of1year in

. business. The program wouldconsider
companies inbusiness less than 1year only in
selectsituations where there are factors which
mitigate the risk.



VIrginia. Small Business FinancingAuthority

DirectLoanProgram

Program StIucture:

Amount:
Minimumloanof$25,000
Maximumloanof$250,OOO

Thrm:
Minimumterm of6 months
Maximum term of5-years

Purpose:
Seasonalor permanent workingcapital
Acquisition ofequipment
Leasehold improvements

*Cannotbe used toprovideseed money
orventure capital

*Cannot be used to providerevolving
linesofcredit.



VIrginia Small Business FinancingAuthority

Direct LoanProgram

Almli<2tion Process:

Prescreening:
Th be done by area SmallBusiness Development
Centerbased onestablished criteria

Recommendation;
All applications must receive the recommendation
ofa local economic development official.

AImlication Review IDecisions:
TheVSBFAwill process, review and underwrite all
applications before submissionto the VSBFALoan
Committee for approval



VIrginia Small Business FinancingAuthority

DirectLoan Program.

Loan Servicing:

Monito~

VSBFAstaffwill be responsible formonitoringand
servicingofall approved loans, includingthe
ongoingreview ofany required reports. .

conection:
\lSBFAstaffwillbe responsible for tracking and
reporting ofregular payments from borrowers.

Problem resolution:
In the event ofa loan default, the VSBFAstaffwill
be responsible for the collection ofthe loan, includ
ingthe liquidation ofany collateral
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HOUSE JOINT RESOLUTION NO. 649
Offered January 26. 1993

Requesting the Department 0; Economic Development to develop certain programs to
assist small businesses in locating and obtaining capital financing.

Patrons-Phillips; Senators: Reasor and Wampler

Referred to the Committee on Rules

WHEREAS. many small businesses in the Commonwealth face difficulty in obtaining
capital financing; and

WHEREAS., there are a variety of public and private sector sources of capital financing
which may meet some of the existing capital financing needs of the Commonwealth's small
businesses; and

WHEREAS, there is no up-to-date comprehensive directory or source available in the
Commonwealth to which a potential borrower may turn for detailed information on all
possible sources of pubtlc or private capital financing; and

WHEREAS., without such a comprehensive directory, a potential borrower may have no
idea how to access the capital financing available tnrougn these sources; and

WHEREAS, even When all sources of capital financing currently available are
considered, there are small businesses which are unable to obtain needed financing due to
an inability to meet inflexible requirements such as minimum loan amounts; and

WHEREAS. the Commission on Capital Financing, created pursuant to HJR 24 (1992),
during the course 01 its study, received a proposal from the Virginia Small Business
Fmancing Authority to provide a direct loan .program which Will address the· financing
needs of creditworthy emerging or existing Virginia companies that have been unable to
obtain financing from conventional private sources; and

WHEREAS, the Financing Authority. which operates within the Department of Economic
Development, has been authorized to and is capable of administering such a new financing
program; and

WHEREAS, the Financing Authority will require approximately $100,000 per year in
additional funding in order to administer the program, and will need approximately two
million dollars in loan money available in order to make a- sufficient impact; now,
tnererore, be it _

RESOLVED by the House of Delegates, the Senate concurring, That the Department of
Economic Development be requested to develop and maintain a comprehensive directory of
capital finance sources and serve as a central source for the dissemination of such
information to those seeking capital financing information; and, be it

RESOLYED FURTHER, That the Virginia Small Business Financing Authority be
requested to develop. and implement, SUbject to appropriate funding from the General
Assembly, a direct loan program which Will address the financing needs of creditworthy
emerging or existing Virginia businesses that have been unable to obtain financing from
conventional private sources.

The Department and the Authority shall report their progress to the Governor and the
1994 Session of the General Assembly as provided in the procedures of the Division of
Legislative Automated Systems for the processing of legislative documents..



HOUSE JOINT RESOLUTION NO.. 650
Offered January 26, 1993

Requesting VEDCORP to make loans in rural areas without taking an equity position.

Patrons-Phillips; Senator: Wampler

Referred to the Committee on Rules

WHEREAS, VEDCORP, a private, for-profit entity that makes investments in small
businesses, was created in 1991 with the assistance ot the Commonwealth, which provided
$1.8 million in start-up support; and

'9lHEREAS, VEDCORP only seeks to invest in businesses in which it will take an equity
position; and

WHEREAS, many businesses are reluctant to give up an eq¢ty position in order to
obtain a loan, particularly in areas ot the Commonwealth Where such investment
arrangements may be unfamiliar; and

WHEREAS, VEDCORP has been greatly underutilized in its two years ot existence; now,
therefore, be it

RESOLYEn by the House ot Delegates, the Senate concurring. That VEDCORP reassess
its investment objectives in order to set aside a portion of its available funds to be used in
rural areas of the Commonwealth without taking an equity position.



HOUSE JOINT RESOLUTION NO. 651
Offered January 26~ 1993

Expressing the sense of the General Assembly that a development bank be established in
the Comrnonweaith,

Patrons-Pb.illips; Senators: Reasor and Wampler

Referred to the Committee on Rules

WHEREAS~ many small businesses in the Commonwealth face considerable difficulty in
obtaining capital financing from private sector financial institutions due, in part, to the
changing regulatory climate; and

WHEREA.s~ several state and federal programs currently provide capital financing
opportunities to. small businesses, these programs are often too restrictive or inflexible to
adequately meet the capital financing needs of small businesses; and

WHEREAS~ many small businesses are currently falling through the cracks of existing
state and federal loan programs due to an inability to meet program requirements such as
minimum loan amounts and job creation; and

WHEREAS~ private sector development banks which lend to nontraditional' borrowers,
provide technical assistance to such borrowers, and Which focus on loans which are just
beyond "bankamlity" have been successful in other states; now, tnererore, be it

RESOLYED by the House oj Delegates, the Senate concurring, That it is the sense of
the General Assembly that a statewide development bank be established . in the
Commonwealth; and, be it

RESOLVED FURTHER, That the Commonwealth assist, where possible, in removing any
institutional barriers which may arise in the creation of a statewide development bank..
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• Creation of a seed fund for non-profit community based development
organizations to promote local capacity and involvement in the
development of innovative, locally based businesses. This seed fund
would be modeled on the highly successful seed program already in
place for non-profit housing providers.

• Development of a working task force, including representation from
the Department of Economic Development, Center for Innovative
Technology, Department of Environmental Quality, small business
development centers, etc., to develop strategies to support ecologically
healthy businesses.

• A resolution calling for a reevalutation of the funding criteria of the
Coalfield Economic Development Authority.

• A resolution calling on the state to maxnmze the use of federal
matching funds by increasing state spending on certain economic
development programs.


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



