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Greetings:

Please find herein the annual report and legislative suggestions submitted by the Business Enterprise Resource
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Thank you for your consideration of this report. Please do not hesitate to contact me at Wisty.Pender@tn.gov or
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INTRODUCTION

The report herein is required by Tennessee statute per Tennessee Annotated Code (T.C.A.) § 4-3-729 and
addresses public funding received by state agencies to assist small businesses. If the proposed recommendations
are implemented, the report generated under T.C.A. § 4-3-729 will become a valuable tool for legislators and
government officials, drawing attention to ways in which state government can provide better assistance to
Tennessee’s small businesses. See section V. for recommendations.

The report herein is pursuant to the following statute:

Title 4 State Government

Chapter 3 Creation, Organization and Powers of Administrative Departments and Divisions
Part 7 Department of Economic and Community Development

Tenn. Code Ann. § 4-3-729 (2013).

Annual reports.

(a) Each agency that receives public funding to assist small businesses shall file an annual report with the
department of economic and community development. The reports filed by each such agency shall include
an analysis detailing the accomplishments of the agency, including, but not limited to, the number of
businesses served, the status of those programs it is charged with administering, and the status of each
business the agency has assisted.

(b) The office of minority business enterprise or other appropriate department, office or division of the
department of economic and community development shall prepare a report to be filed with the
commissioner compiling an analysis of all the data required to be filed by this section by each such agency.
The commissioner shall annually report the results of such data to the general assembly.

(c) For purposes of this section, "small business" means a business with a sales volume of two hundred
thousand dollars (5200,000) or less or that employs fewer than fifteen (15) persons.

(d) Nothing in this section shall require any small business as defined in subsection (c) either to answer any
question or to complete any form.

HISTORY: Acts 1988, ch. 620, § 1. (www.lexisnexis.com/hottopics/tncode)

DEPARTMENT AND AGENCY LIST

For the purposes of this report, the thirty-one (31) state departments and agencies, consistent with the list utilized
by the Office of the Small Business Advocate (§ 8-4-703), were asked to provide any available data required under
the aforementioned statute.

Department of Agriculture - Department of Economic and Community
Development
Department of Children's Services
Department of Education
Department of Commerce and Insurance
Department of Environment and
Department of Corrections Conservation
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Department of General Services - Office of the Comptroller, Small Business

Advocate
Department of Health
Department of Human Services - Tennessee Alcoholic Beverage Commission
Department of Intellectual and - Tennessee Department of Financial
Developmental Disabilities Institutions

Tennessee Department of Transportation

Department of Labor and Workforce
Development - Tennessee Education Lottery Corporation

Department of Mental Health - Tennessee Health Services and
Development Agency

Department of Military

Tennessee Higher Education Commission
Department of Revenue

Tennessee Human Rights Commission
Department of Safety and Homeland

Security - Tennessee Regulatory Authority
Department of State - Tennessee Student Assistance Corporation
Department of Tourist Development - Tennessee Wildlife Resources Agency

Department of Treasury

Department of Veterans’ Affairs

RESPONSE

The Business Enterprise Resource Office (BERO) received responses from twenty-nine (29) of the thirty-one (31)
governmental agencies listed above. Of those, an overwhelming majority responded that the respective agency did
not receive public funds to support small businesses. It is worth noting here that there are a variety of definitions
for “small business” across the departments and agencies as well as within statute, and further the “sales volume”
determinant defined in the statue (§ 4-3-729) is not a standard. See section “IV. Recommendations” for specific
examples.

The following departments and agencies that administer programs for small business, provided the information
below regarding their respective program(s):

A. DEPARTMENT OF ECONOMIC AND COMMUNITY DEVELOPMENT (ECD)

ECD manages a variety of programs, both directly and indirectly, targeting entrepreneurs and small
businesses. The programs fall into two main categories (1) business assistance and (2) access to
capital. Some of the programs dictate specific definitions for “small business,” based on their
respective statute and/or the governing funding agency, while others allow the program to set the
guidelines.
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1. Business Assistance

A key area to the success of small businesses and entrepreneurs is access to business assistance.

The following are programs managed within ECD and affiliated with ECD.

The Business Enterprise Resource Office (BERO) publishes the TN Smart Start Guide, a
startup and small business guide. It is available online and in hard copy.
(www.tn.gov/ecd/bero)

The Tennessee Main Street Program is a program of ECD and a coordinating partner of
the National Trust for Historic Preservation’s National Main Street Center. There are 27
designated Main Street Communities statewide. In calendar year 2012, 23 of the
Tennessee Main Street communities reported reinvestment statistics that included 604
net new jobs, 107 net new businesses and a combined public (520,661,307)/ private
(562,081,591) investment of $82,742,898 within their program districts. A new
community was added in FY2012 and FY2013.

(www.tennesseemainstreet.org)

TNTrade officially launched in December 2011, and is a statewide initiative intended to
help achieve Gov. Haslam's goal of making Tennessee the No. 1 location in the
Southeast for high quality jobs by boosting exports of small and medium-sized
businesses (SME). Exporting companies grow faster and hire more workers than non-
exporting companies, yet less than 2 percent of Tennessee businesses are exporters.
Tennessee's exports totaled roughly $30 billion in 2011 and approximately 20 percent of
the state's manufacturing jobs depend on exports.

STEP Grant FY2011: TNTrade was initially developed with two primary components
geared towards increasing exports by Tennessee's “small businesses,” based on the SBA
definition: (1) the Market Access Program (MAP), and (2) leading trade missions to

foreign markets.

ECD was awarded $375,000 by the US Small Business Administration (SBA) as
part of the State Trade and Export Program (STEP) pilot. The grant period
consisted of four quarters from October 1, 2011 to September 30, 2012; the
grant was extended for two additional quarters, running through March 31,
2013. As the STEP and state fiscal years are different, the fourth, fifth and sixth
quarters of the 2011 grant occurred in the state’s FY2013. The award became
the foundation for the Tennessee Trade Initiative, TNTrade.

MAP was launched in January 2012. It was a reimbursement program designed
to enhance export readiness and sales activities in foreign markets for
qualifying Tennessee small and medium-size businesses. MAP provided a 50
percent reimbursement up to $5,000 per year toward approved export
activities. MAP funds were awarded to 15 companies during FY2013. Funds
awarded in FY2013 totaled $51,833.91. One woman business enterprise (WBE)
was awarded a reimbursement of $3,175.00. Two minority business enterprises
(MBEs) were awarded reimbursements totaling $5,110.26. Remaining FY2011
grant funds were used for six vendors and one contractor, none of which were
classified as MBEs or WBEs.

STEP FY2012: The award was used for two primary purposes: (1) travel for RFP reviews
of oral proposals and contract payments for ECD's Export Development Office, and (2) a
trade mission to Paris for health care companies co-sponsored by the Nashville Area
Chamber of Commerce and ECD.
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ECD was awarded $604,551.00 by the SBA for STEP FY2012. The grant period
consisted of four quarters running from October 1, 2012 to September 30,
2013; quarters one and two of the FY2012 STEP grant overlaps with quarters
five and six of the FY2011 STEP grant. As the STEP and state fiscal years are on
different calendars, the first, second and third quarters of the 2012 grant
occurred in the state’s FY2013

A total of four vendors received federal funds in STEP FY2012, none of which
were classified as MBEs or WBEs. Five contractors received STEP funds. One
contractor that received $9,999.99 was both an MBE and WBE. The remaining
four contractors were international companies and therefore could not be
considered a MBE or WBE.

(www.tn.gov/ecd/tntrade)

d. Regional Entrepreneurial Accelerators program is designed to assist promising
entrepreneurs with the resources necessary to propel their companies along the
spectrum of business growth and job creation. Further, the goal for the accelerators is
to become a foundational component of each the nine Jobs4TN Jobs Base Camp’s
economic development strategy while creating a network of partnerships and mentors
within the local business community, the statewide investor base, higher education,
non-profits and government. Accelerators are located in each of the nine regions, and
were selected through a competitive grant application process. The grant funding is a
combination of state and federal dollars and contingent upon each accelerator providing
at minimum in local matching support. The program is managed by LaunchTN.

To date, regional accelerators hosted over 300 entrepreneurial events, engaged over
400 mentors, screened over 700 companies, accelerated over 100 companies, and
facilitated over $16 million in seed capital investment to the accelerated startup
companies.

(www.launchtn.org)

2. Access to Capital
Access to a robust capital ecosystem is critical to the success of Tennessee’s DBEs. Finance
programs that meet the needs of the state’s DBEs ensure the best possible opportunities for
startup and growth.

a. Access to Capital: Programs Managed within ECD

TNInvestco: This fund is a state-sponsored, “venture capital type” program that
provides capital to high-growth transformational businesses in Tennessee. The
goals are to develop entrepreneurial infrastructure, bring additional capital into the
state and diversify the state’s economy. The TNInvestcos are authorized to invest
funds in qualifying Tennessee businesses. As of January 1, 2013, the 10 authorized
TNInvestcos had funded 118 companies, deploying over $91 million with almost
$188 million in follow-on capital received by invested companies. The funded
companies have employed 1,391 full-time employees of which 558 (40 percent)
were filled by women and minorities.

(www.tn.gov/ecd/tninvestco)

Rural Small Business and Entrepreneur Loan Fund:
This program did not receive public funds in the last fiscal year.
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Overview: In an effort to provide a greater level of service to rural communities,
BERO started the ECD-BERO Revolving Microloan Program (a.k.a. Rural Small
Business and Entrepreneur Loan Fund). This program was established with seed
funding from USDA Rural Development with the goal to expand economic
opportunities in rural Tennessee through entrepreneurship and small business
growth. Small loans, or microloans, of $500 - $20,000 are available for working
capital and the purchase of equipment, inventory, and/or fixed assets. Loans are
very low interest and collateral is required on loans over $5,000. To qualify,
applicants must operate their business in a rural area; have fewer than 10
employees; and agree to technical assistance from resource providers during the
term of the loan.

As of June 2013 the total principal loaned was $246,744 and an available fund
balance of $120, 456. The loan program has maintained a low total loan loss rate.
(www.tn.gov/ecd/bero/loan.html)

b. Access to Capital: ECD Affiliate Programs Managed Outside of ECD

INCITE: Developed by ECD and managed by LaunchTN, the Innovation,
Commercialization, Investment, Technology and Entrepreneurship (INCITE) Co-
Investment Fund is backed entirely by a $29.7 million award through the U.S.
Department of Treasury’s State Small Business Credit Initiative (SSBCI). The fund is a
key component of Gov. Haslam’s $50 million INCITE initiative to raise Tennessee’s
profile in innovation-based economic development and increase the number of
knowledge-based jobs by assisting companies with access to early-stage capital. The
INCITE Fund provides funding to supplement investments (or a co-investment) in
Tennessee companies made by venture capital funds and investors from across
Tennessee and around the country. In calendar year 2012, LaunchTN reported that
the INCITE Co-investment Fund had provided capital to 18 Tennessee-based
companies who received $7 million in INCITE Fund capital and $19 million in private
sector matching capital.

(www.launchtn.org/incite)

Rural Opportunity Fund (ROF)/ Small Business Jobs Opportunity Fund (SBJOF)/
Energy Efficiency Loan Program: In 2008, the Tennessee ROF, a rural economic
development fund, was launched and in 2010 launched the SBJOF. The funds were
created through a partnership between the state of Tennessee, the Tennessee
Bankers Association and Pathway Lending, a not-for-profit community development
financial institution. ROF provides loans and technical assistance to small,
disadvantaged and early-stage businesses in rural Tennessee and the SBJOF
provides loans of up to $2.5 million to small businesses statewide. The Tennessee
General Assembly approved a $1.25 million appropriation directed through ECD for
the $10 million ROF, and $10 million for the $25 million SBJOF. The ROF is fully
deployed, and as the capital revolves it will be re-deployed. | addition, efforts
continue to raise additional investments to support the SBJOF.

During FY2013, the Tennessee Energy Efficiency Loan Program transitioned from
ECD to the Department of Environment and Conservation (TDEC) as part of the
Energy Policy Division effective January 1, 2013. The loan program continues to
provide low interest loans to qualified commercial, industrial or nonprofit
Tennessee-based businesses of up to $5 million. In March 2013, the interest rate
was reduced to two percent in order to make the program more beneficial and
accessible to Tennessee businesses. The interest rate is available on five-year loans
to businesses that undertake energy projects that include energy-saving measures;
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whereas standalone renewable energy projects are eligible to receive ten-year
loans at five percent interest. Originally, all loans were offered with an interest rate
of five percent.

In their 2012 annual report Pathway states, “More than 40 Tennessee Bankers
Association Member Banks have partnered with Pathway Lending to support
community development lending practices and help underserved businesses who
would otherwise have fewer opportunities to grow.”

(www.pathwaylending.org)

Advisements and Community Development Block Grants

ECD awards Community Development Block Grants (CDBG) to communities who then
contract with an individual company for its performance. The information gathered
regarding the award recipients of contracts results from the annual, federally required
Title VI reporting. The employee numbers and total sales receipts for these
subcontractors are unknown.

During FY2012, of the 34 CDBG subcontracts awarded to nine firms, eight of those firms
were woman-owned. The contracts awarded to women-owned firms totaled
$1,799,200, or 79 percent of the total dollar amount, and 88 percent of the total
number of subcontracts available. The average total award for the nine companies was
$254,635.56. There was no minority participation. (Relative to reporting for § 4-3-728.)

B. DEPARTMENT OF ENVIRONMENT AND CONSERVATION, SMALL BUSINESS ENVIRONMENTAL ASSISTANCE PROGRAM

(SBEAP):

The 1990 Clean Air Act Amendments, Title V, Section 507 required the establishment of an
environmental compliance assistance program in each state to support small businesses in

understanding and complying with environmental regulations. Tennessee’s Program provides free

confidential assistance. Services include permitting assistance, onsite visits, training, a toll free

hotline, regulatory notifications, outreach, and preventing and eliminating non-compliance situations.

A small business has 100 or fewer employees, not a major stationary source, and meets the federal
Small Business Act’s definition of a small business.

(www.tn.gov/environment/apc/sbeap)

1. Required Program Components

a.

State Ombudsman (Advocate)

The Small Business Ombudsman represents small business in regulatory matters,
identifies, and proposes solutions to small business technical and compliance problems.
Environmental Technical Assistance

Technical Assistance staff provides technical, administrative, and permitting assistance.
Staff informs businesses of regulatory requirements in easy-to-understand language.
When needed staff conducts onsite visits and provide training opportunities.
Compliance Advisory Panel (CAP)

An advisory panel comprised of individuals appointed by the Governor, the legislature
and one Department representative is required. The Panel advises and provides
technical, administrative and evaluation assistance to the program. Six appointments
have been made. One additional appointment is needed.
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2. Program
a.

b.

Activities
New Regulations/Sources
- Staff review regulations, determine potentially impacted sources, develop a
strategy for notification and assistance, develop compliance assistance tools,
conduct training programs and work with regulatory programs on outreach
activities. The Program is currently addressing three large industry groups:
surface coating (residual requests), reciprocating internal combustion engines
and area source boilers.
- Staff assist potentially new companies in understanding regulatory
requirements
- Staff participates in monthly conference calls on regulations with other SBEAPs
and EPA.
Existing Sources
Staff respond to small business compliance and permitting questions.
Staff monitor enforcement reports to determine sectors with compliance
problems and develop compliance assistance strategies
Staff assist companies in meeting permit conditions, including developing tools
to meet recordkeeping requirements.
Staff assist companies in resolving non-compliance issues and will assist in
utilizing the Department’s self-disclosure audit policy

3. Highlights: July 2012 — June 2013:

a.

4. Projects:
a.

Linda Sadler, manager of the SBEAP and the Small Business Ombudsman retired in
November of 2012. Vicki Lowe of APC Mobile Air Resource Management was named the
new manager. SBEAP will transfer to Office of External Affairs with Meredith Benton,
Nashville Regional Director for External Affairs, as manager on July 1, 2013.

Alan Sparkman, a Compliance Advisory Panel member and the Executive Director of the
Tennessee Concrete Association, serves on the National Compliance Advisory Panel.
Staff served on the David Draughon Excellence Award Selection Committee.

The Small Business Ombudsman served as the contact for the Comptroller of the
Treasury’s Small Business Advocate. She facilitated resolution of small business
environmental questions/ concerns /assistances received by the Comptroller’s Office.
Following Linda Sadler’s retirement, SBEAP in collectively acted as the Small Business
Ombudsman.

Staff were part of the team for the SIP revision of 1200-03-18-.24 Gasoline Dispensing
Facilities - Stage | and Il Vapor Recovery. EPA issued guidance that Stage Il could be
discontinued if states could justify removal according to Sections 110(l) and 193 of the
Clean Air Act Amended 1990.

Staff worked with APC for revision of Title V and Non-Title V application forms.

Staff worked with the Office of External Affairs on the Small Business Survey. 489 small
businesses were emailed concerning the survey using information gathered from the
SBEAP assistance database.

Regulatory Notifications/Compliance Assistance:

The Nine Metal Fabrication (6X) rule: Following notification of the rule’s promulgation to
potentially affected sources, staff assisted small businesses in determining the
applicability to their facility. Staff maintained a web page to assist sources in
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determining applicability and needed compliance steps. Compliance assistance
information was collected and shared. Affected facilities were assisted with their annual
compliance certification requirements.

b. Autobody/collision repair shops/Miscellaneous metal surface coating facilities and Paint
stripping facilities (6H): Staff assisted sources subject to the rule to obtain compliance.
Some referrals to the Program were made by enforcement staff. Staff partnered with
paint suppliers and supplied them with information and training materials to assist their
efforts to help customers with rule compliance. Materials were distributed to the TN
Technology Centers that are conducting required painter training.

c. Gasoline Dispensing Facilities (6C): Staff continued efforts to assist compliance for
gasoline dispensing facilities. Staff submitted articles for inclusion in the TN Fuels and
Convenience Store Association newsletters.

d. Boiler area source rule (6J): A workshop was conducted on the rule at the Ready-Mix
Concrete meeting. Staff developed and implemented a regulatory compliance
notification for area source boilers that took into account changes in notification dates
and mailed out. Meetings, discussions were held with potential partners to assist
compliance with the rule’s tune-up requirements. Assistance materials and web page
were developed and revised to keep up to date with compliance information.

e. Reciprocating Internal Combustion Engines (4Z): Staff developed a web page and rule
support information. Staff are keeping up to date on changes to the rule and how we
can assist potentially affected sources.

f.  Chromium Electroplating (N): Staff identified 54 potentially affected businesses and
mailed a postcard type notification concerning changes to the emission limits at
Chromium Electroplaters made due to a residual risk review by EPA. A fact sheet and
revisions to the website were developed.

g. Chemical Manufacturing (6V): Staff identified 5 facilities that had stated in the Initial
Notification that they were affected by 6V. These facilities were notified directly by
email or phone to remind them of the need to submit the Notification of Compliance
Status report due October 29, 2012.

h. Drycleaners: Staff worked with Petroleum based drycleaners on recordkeeping
requirements. Staff are reviewing materials to keep them updated for dry cleaning
training classes.

5. Meetings/Conference Calls:

a. Staff conducted monthly regional calls with State SBEAPs and EPA Region IV small
business liaison

b. Staff participate in monthly National Steering Committee conference calls with State
SBEAPs from across the country and EPA Small Business and Enforcement DC Offices

c. Staff participate in monthly Technical Subcommittees calls to discuss and provide input
on area source rule development and small business compliance matters. Often rule
writers will attend the call to provide guidance.

d. Asneeded meetings are held with APC staff on notifications, assistances, material
development, and rule implementation

e. Staff attend APC Board meetings.

6. Workshops: Conducted Training for 17 individuals
Staff facilitated one workshop on Boilers in association with the TN Concrete Association
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7. Events: Staff participated in one event with 250 contacts
Participated in two Earth Day sessions at Nashville State Technical College

8. Permit Application and General Assistance
Staff provided direct permitting and compliance assistance to over 110 individuals. Those
assisted were individual businesses or citizens that contacted the SBEAP directly or were
referenced from regulatory agencies. Of the 110 specifically assisted small businesses, 18 were
able to be positively identified as meeting the [§ 4-3-729 (c)] definition of a small business.
Several assistance requests were from individuals that may or may not have represented a small
business. Most of the assistances were through phone calls or e-mails. The assistance included
help with form(s) completion, understanding rule requirements, identifying steps needed to
comply with regulations and steps needed to remedy non-compliance. Web pages on multiple
industrial sectors were maintained that had 6,426 web views from 3,640 unique individuals.

C. DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT (LABOR-WFD)
Labor-WFD engages businesses statewide in multiple ways including, but limited to, those listed

below:

1. Awarded Incumbent Worker Training Grants, which met the lay-off aversion criteria for the

program:
Program Year 2013 GRANT AMT TRAINEES COUNTY END Total emp.
$4,710.00 3 Lawrence | 9/30/2013 6
2 grants
$20,900.00 7 Bedford | 9/30/2013 7
Total 2013: $25,610.00 10 13
Program Year 2012
$24,340.00 5 Knox | 9/30/2012 5
$13,915.00 5 Dickson | 9/30/2012 5
$24,900.00 9 Blount | 9/30/2012 9
7 grants
$3,650.00 10 Hamilton | 9/30/2012 10
$21,000.00 11 Anderson | 9/30/2012 11
$23,240.00 5 Hamilton | 9/30/2012 12
$25,000.00 10 Shelby | 9/30.2012 14
Total 2012: $136,045.00 55 66

2. Other services that benefit small businesses include job matching/referrals that include staff
assistance, veterans’ employment, and Work Opportunity Tax Credits.
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3. Employer registration in the system for job orders from 1/1/2013 — 12/19/2013 follows:

Number of Employees Total
1-4 501

5-9 504

10-19 494

D. DEPARTMENT OF TRANSPORTATION (TDOT), CiviL RIGHTS OFFICE

The TDOT Civil Rights Office Small Business Development Program (SBDP) primary goal is to increase
the number of minority and female businesses in the highway and bridge construction industry. The
SBDP provides quality technical assistance, resources, guidance, and any other information for TDOT-
certified DBEs, which are traditionally small businesses.

Public funding for this office is disseminated annually through a combination of FHWA and state
funding. The amount of funding received by FHWA is based on the annual Statement of Work
proposed by the SBDP Office and is calculated through a formula-based approach, therefore each
year differs. The most current amount of funding we received from FHWA was $209,051. We also
received state money in order to meet our office goals. The amount we receive annually (based on
the current contract for our Supportive Services contractor) is $211,952.67. This money goes toward
business training and support for TDOT-certified Disadvantaged Business Enterprises (DBEs).

These funds are utilized by TDOT’s Supportive Services contractor to help level the playing field in
regards to TDOT-certified DBEs. These DBEs are small businesses who are historically underutilized in
the road construction industry. Each DBE in the program is encouraged to complete a Needs
Assessment Survey in order to gauge what type of additional services, if any, are needed to help their
business grow. Those in need of additional assistance are encouraged to contact Supportive Services.
While some DBEs may need this additional support, not all require or request this benefit.
Nevertheless, all DBEs will receive notifications of upcoming contracting opportunities, newsletters
and publications, and other information that this office and our Supportive Services contractors offer.

Currently, there are 466 DBEs eligible for TDOT help though public funds. DBEs are required to be
certified by TDOT to receive training and support through our Supportive Services. Other state DBEs
and small businesses are encouraged to bid on TDOT contracts but are ineligible for the full range of
services from Supportive Services (as indicated by the contract). TDOT office personnel are available
to provide help and services to these other businesses as needed, but note these non-TDOT certified
DBEs and small businesses do not utilize public funding.

Some of the services offered to TDOT-certified DBEs this year include:
One-on-one training
Classroom/group training
Electronic Newsletter
News & procurement notices
E-mail alerts
Training/workshops at DBE Annual Meeting
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State, Federal, SBA, OSDBU, etc., e-mail alerts and opportunities sent out
Bonding/banking/finance seminars

Outreach Event/ Speaking Engagements

QuickBooks, Business Planning, Marketing, Contract Review, Executive Leadership
Development, etc.

In the 2012-2013 fiscal year, 364 prime and sub-contracts were awarded to DBEs in the amount of
$49,488,719.241. The scope of work for these businesses ranges from concrete to landscaping to
engineering. TDOT, through its Supportive Services contract, is responsible for the training and other
needed services for these DBEs. Besides documenting who requests assistance as well as which DBEs
are utilized on TDOT projects, no further tracking mechanisms are in place for the current status of
DBEs involved in the program.

(www.tdot.state.tn.us/civil-rights/smallbusiness/default.htm)

The following departments and agencies work with small business, but do not receive public funds.

A. COMPTROLLER OF THE TREASURY, OFFICE OF THE SMALL BUSINESS ADVOCATE (OSBA)
The enabling legislation which created the OSBA was done within the existing resources of the
Comptroller of the Treasury. Therefore the agency does not specifically receive public funds to assist small
businesses. However, the OSBA does assist small businesses with fifty (50) or fewer employees by
providing information, answering questions, and serving as an informal mediator between state agencies
and small businesses. The annual report can be found on the website.
(www.comptroller.tn.gov/OSBA/publications.asp)

B. DEPARTMENT OF GENERAL SERVICES, GOVERNOR’S OFFICE OF DIVERSITY BUSINESS ENTERPRISE (GO-DBE)
Go-DBE does not receive public funds to assist small business. The annual report is at
www.tn.gov/businessopps.

Note:
The following services have been provided to small business enterprises by Go-DBE:

1. They have been registered in the state of Tennessee’s Edison portal for current procurement
opportunities.

2. The businesses have been approved as small, minority- , woman- or service-disabled veteran-
owned businesses.

3. They receive procurement referrals from agencies seeking to utilize products and/or services
from certified businesses.

4. The businesses are included in the certified directory on Go-DBE website for use by state
agencies and departments seeking to achieve their agency internal goals.

C. DEPARTMENT OF REVENUE
Revenue does not receive public funds for small business assistance.

Note:

Revenue devotes many resources to taxpayer education. Free tax workshops for new businesses are
offered bimonthly in Nashville, Chattanooga, Johnson City, Knoxville and Memphis. Annual tax seminars
for businesses are offered through universities statewide. A Speakers Bureau is also available through the
department for certain types of organizations at no charge.
(www.tn.gov/revenue/education/index.shtml)
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D. DEPARTMENT OF TOURIST DEVELOPMENT
[Tourist Development] does not receive public funding that supports small businesses directly or
individually, but all businesses do benefit and are recipients indirectly from our statewide marketing and
tourism programs that try to bring more and sustainable economic development to each region of the
state.
(www.tnvacation.com) (www.tncivilwar150.com)

E. DEPARTMENT OF TREASURY, SMALL AND MINORITY OWNED BUSINESS LOAN PROGRAM (SMOB)
SMOB has not received any appropriated funds since 2006.

Overview:
The principle function of the Small and Minority-Owned Business Assistance Program (SMOB) is to provide
a significant statewide platform through a support structure that fosters the expansion of small and
minority-owned businesses in Tennessee. SMOB consists of two components: loans (including lines of
credit) and program services. The loans provided must be for a specific project. Acceptable purposes for
loan proceeds include:

acquisition of machinery and equipment

working capital

supplies and materials

inventory

certain other business-related activity

There are certain types of businesses that are deemed ineligible to receive assistance from the SMOB
Program. Ineligible businesses include:

churches

non-profit organizations

insurance companies

real estate contractors

real estate developers

night clubs and any similar entertainment-oriented business
businesses that do not create or provide jobs

businesses not incorporated or located in Tennessee

Lenders for SMOB are:

Chattanooga Neighborhood Enterprises

East Tennessee Development District

Nashville Minority Business Development Loan Fund
Pathway Lending

South Central Tennessee Development District

Tri State Bank of Memphis
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Outstanding loans for the SMOB Program are depicted below as of June 2013:

Race Male Female No. of Loans Total Loans

by Race
African-American $621,241 $730,365 30 $1,351,606
White 302,501 211,135 16 513,636
Other 58,104 117,050 4 175,154
Total Loans $981,846 $1,058,550 50 $2,040,396

RECOMMENDATIONS

The following recommendations remain essentially the same as in the previous year’s report:

We would like to offer a few suggestions related to the clarification of T.C.A. § 4-3-729 for consideration by the
General Assembly. If these changes are implemented, the report generated under § 4-3-729 will become a
valuable tool for legislators and government officials, drawing attention to ways in which state government can
provide better assistance to small businesses.

A. The first suggestion is to clarify the reporting requirement to the General Assembly. The current statute
requires that “the office of minority business enterprise or other appropriate department, office or
division of the Department of Economic and Community Development” make the report to “the General
Assembly.” We would like to suggest that “the department” should make this report to “the Speaker of
the Senate, the Speaker of the House of Representatives, the Chair of the Senate Commerce and Labor
committee, and the Chair of the House of Representatives Business and Utilities committee.” This
reporting requirement is similar to the requirements for BERO’s annual report, which is found in T.C.A. §
4-26-105.

B. The second point of clarification is the definition of “small business” in § 4-3-729(c). The current
definition is not found anywhere else in T.C.A. and does not align with the parameters upon which
departments and agencies currently report. Several agencies responded to the request for information
stating that their records were not kept in such a way as to allow them to readily identify small businesses
as defined in the statute.

Some of the current definitions for “small business” within statute, which may or may not also include
“sales volume” benchmarks, are as follows:

o Title 4 State Government
Chapter 3 Creation, Organization and Powers of Administrative Departments and Divisions
Part 23 Department of Transportation
Tenn. Code Ann. § 4-3-2305 (2013)
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4-3-2305. Compliance.

Small business shall be defined to include certified disadvantaged business enterprises as defined
by 49 CFR Part 26, and business enterprises that satisfy all the requirements of a disadvantaged
business enterprise under Part 26, including but not limited to, requirements of business size and
net worth of owners, other than the requirement that the owners of the business qualify as
members of the groups identified in subsection 2 of the definition of socially and economically
disadvantaged individuals in 49 CFR Part 26.5. The commissioner may promulgate rules to
implement the purpose of this section.

(Pursuant to section 3 of the Small Business Act and U.S. Small Business Administration (*SBA)
regulations implementing it (13 CFR part 121) that also does not exceed the cap on average
annual gross receipts specified in § 26.65(b).)

o Title 4 State Government
Chapter 31 Tennessee Local Development Authority Act
Part 1 General Provisions

Tenn. Code Ann. § 4-31-102 (2013)

4-31-102. Chapter definitions.

(16) "Small business concern" means an enterprise that constitutes a "small business concern"
under federal law and the criteria used by the administrator of the small business administration
of the United States as the same may be amended from time to time.

(This refers to the *SBA’s definitions.)

o Title 8 Public Officers And Employees
4 Comptroller of the Treasury
Part 7 Small Business Advocate

Tenn. Code Ann. § 8-4-701 (2013)

8-4-701. "Small business" defined.
For purposes of this part, "small business" means a business entity, including its affiliates, that
employs fifty (50) or fewer full-time employees.

o Title 13 Public Planning And Housing
Chapter 11 Uniform Relocation Assistance Act of 1972

Tenn. Code Ann. § 13-11-103 (2013)

13-11-103. Chapter definitions.

(3)(A)(ii) On which such person is a residential tenant or conducts a small business, a farm
operation, or a business defined in subdivision (1)(D), as a direct result of rehabilitation,
demolition, or such other displacing activity as the governor or the governor's designee may
prescribe, under a program or project undertaken by a state agency or with federal financial
assistance in any case in which the head of the displacing agency determines that such
displacement is permanent; and

(No reference to or specific definition for “small business” provided.)

o Title 29 Remedies and Special Proceedings
Chapter 37 Equal Access to Justice
Tenn. Code Ann. § 29-37-103 (2013)
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29-37-103. Chapter definitions.

(3) (A) "Small business" means a business entity that is:

(i) A natural person who is licensed by one (1) or more state agencies or boards and whose claim
under this chapter arises from such licensing, but the person shall not have a net worth of more
than three hundred thousand dollars ($300,000) at the time the civil action is filed;

(i) A sole proprietor of an unincorporated business that meets each of the following conditions:
(a) Whose annual gross receipts do not exceed one million dollars ($1,000,000) during the twelve
(12) months immediately preceding the date the civil action was filed; and

(b) Who does not employ more than fifteen (15) persons on a full- time basis on the date the civil
action was filed; or

(iii) A partnership or corporation that meets each of the following conditions:

(a) Whose annual gross receipts do not exceed two million dollars ($2,000,000) during the twelve
(12) months immediately preceding the date the civil action was filed; and

(b) Who does not employ more than thirty (30) persons on a full- time basis on the date the civil
action was filed; and

(B) "Small business" also includes any neighborhood or homeowners' association which is an
entity that:

(i) Is not-for-profit;

(ii) Is supported solely by contributions, membership fees assessed to residents of a defined
geographical area and/or fund-raising activities sponsored by the association; and

(iii) Does not employ more than ten (10) persons on a full-time basis on the date the civil action
was filed; and

o Title 45 Banks And Financial Institutions
Chapter 8 Small Business Investment Development
Part 1 Small Business Investment Companies

Tenn. Code Ann. § 45-8-101 (2013)

45-8-101. Functions and powers -- Supervision.

Small business investment companies chartered by the secretary of state and licensed by the
small business administration shall be authorized to perform all the functions and exercise all the
powers in this state and be subject to all the limitations as prescribed by the Small Business
Investment Act of 1958, Public Law 85-699, 85th Congress, second session, 72 Stat. 689, and all
rules and regulations promulgated under that act. So long as the company is licensed, regulated,
supervised and inspected by the small business administration, it shall not be subject to
supervision by agencies of the state, except by the department of commerce and insurance
under title 48, chapter 1, part 1.

(This refers to the *SBA’s definitions.)

*For reference the U.S. Small Business Administration (SBA):

SBA defines a small business concern as one that is independently owned and operated, is
organized for profit, and is not dominant in its field. Depending on the industry, size standard
eligibility is based on the average number of employees for the preceding twelve months or on
sales volume averaged over a three-year period.

Examples of SBA’s general size standards include the following:
Manufacturing: Maximum number of employees may range from 500 to 1500,
depending on the type of product manufactured;
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Wholesaling: Maximum number of employees may range from 100 to 500 depending on
the particular product being provided;

Services: Annual receipts may not exceed $2.5 to $21.5 million, depending on the
particular service being provided;

Retailing: Annual receipts may not exceed $5.0 to $21.0 million, depending on the
particular product being provided;

General and Heavy Construction: General construction annual receipts may not exceed
$13.5 to $17 million, depending on the type of construction;

Special Trade Construction: Annual receipts may not exceed $7 million; and
Agriculture: Annual receipts may not exceed $0.5 to $9.0 million, depending on the
agricultural product.

For other sectors and industries visit www.sba.gov/content/what-sbas-definition-small-business-

concern.

C. Lastly, the removal of section (d) from the statute is suggested. Section (d) states that no small business is
required to answer any questions or complete any forms relative to this report. Several agencies
responded that due to section (d), they did not have enough data available for the report. If this section is
removed, agencies will be able to collect the data they need in order to meet the reporting requirement

of § 4-3-729.

CONTACT INFORMATION

Wisty Pender, Director Toll-free: 800.872.7201
State of Tennessee, ECD-BERO Local (Nashville): 615.741.2626

312 Rosa L. Parks,

26" Floor Fax: 615.401.6872

Nashville, TN 37243

ecd.bero@tn.gov

www.tn.gov/ecd/bero

About BERO: The Business Enterprise Resource Office (BERO) is housed within the Department of Economic and

Community Development.

BERO serves as a voice for and advocate of disadvantaged businesses (DBE); analyzes,

disseminates and promotes best practices and access to capital to service providers; and reports on status of DBEs

statewide.

About ECD: The Tennessee Department of Economic and Community Development's mission is to develop
strategies which help make Tennessee the No. 1 location in the Southeast for high quality jobs. The department
seeks to attract new corporate investment in Tennessee and works with Tennessee companies to facilitate
expansion and economic growth.
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TENNESSEE

Ready to Work

STATE OF TENNESSEE

DEPARTMENT OF ECONOMIC & COMMUNITY DEVELOPMENT
BUSINESS DEVELOPMENT DIVISION
312 ROSA L. PARKS AVENUE, ELEVENTH FLOOR
NASHVILLE, TENNESSEE 37243
TELEPHONE: 615.741.2626 — FAX: 615.741.5829
www.tn.gov/ecd/bero

Februrary 6, 2013

To: The Honorable Ron Ramsey, Lieutenant Governor and Speaker of the Senate
The Honorable Beth Harwell, Speaker of the House of Representatives
The Honorable Mark Norris, Senate Majority Leader
The Honorable Jim Kyle, Senate Minority Leader
The Honorable Gerald McCormick, House Majority Leadership
The Honorable Craig Fitzhugh, House Minority Leadership
The Honorable Jack Johnson, Senate Commerce, Labor and Agriculture Committee Chair
The Honorable Pat Marsh, House Business and Utilities Committee Chair

Greetings:
Please find herein the annual report, inlcuding legislative suggestions, submitted on behalf of the Department of
Economic and Community Development by the Business Enterprise Resource Office (BERO) pursuant to Tennessee

Annotated Code 4-3-729.

Thank you for your consideration of this report. If you have any questions regarding this report, please do not hesitate
to contact me at Wisty.Pender@tn.gov or 615.741.8914 (direct).

Respectfully submitted,

A

s

-4
Wisty Pendef,
DirectoréBERO
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Tennessee Department of Economic and Community Development

Business Enterprise Resource Office (BERO)

Report Background

The report herein is pursuant to the following statute:

Title 4 State Government

Chapter 3 Creation, Organization and Powers of Administrative Departments and Divisions
Part 7 Department of Economic and Community Development

Tenn. Code Ann. § 4-3-729 (2012).

Annual reports.

(a) Each agency that receives public funding to assist small businesses shall file an annual report with the
department of economic and community development. The reports filed by each such agency shall include
an analysis detailing the accomplishments of the agency, including, but not limited to, the number of
businesses served, the status of those programs it is charged with administering, and the status of each
business the agency has assisted.

(b) The office of minority business enterprise or other appropriate department, office or division of the
department of economic and community development shall prepare a report to be filed with the
commissioner compiling an analysis of all the data required to be filed by this section by each such agency.
The commissioner shall annually report the results of such data to the general assembly.

(c) For purposes of this section, "small business" means a business with a sales volume of two hundred
thousand dollars (5200,000) or less or that employs fewer than fifteen (15) persons.

(d) Nothing in this section shall require any small business as defined in subsection (c) either to answer any
question or to complete any form.

HISTORY: Acts 1988, ch. 620, § 1. (www.lexisnexis.com/hottopics/thcode)

Department and Agency List

For the purposes of this report, the thirty-four (34) state departments and agencies, consistent with the
list utilized by the Office of the Small Business Advocate (§ 8-4-703), were asked to provide any available
data required under the aforementioned statute.

Department of Agriculture
Department of Children's Services
Department of Commerce and Insurance

Department of Corrections

Department of Economic and Community
Development

Department of Education

Department of Environment and
Conservation

Department of Finance and Administration

Report: T.C.A. § 4-3-729

Department of General Services
Department of Health

Department of Human Services

Department of Intellectual and
Developmental Disabilities

Department of Labor and Workforce
Development

Department of Mental Health

Department of Military
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Department of Revenue

Department of Safety & Homeland Security
Department of State

Department of Tourist Development
Department of Treasury

Department of Veterans’ Affairs

Tennessee Alcoholic Beverage Commission
Tennessee Board of Probation and Parole

Tennessee Bureau of TennCare

Tennessee Department of Financial
Institutions

Response

Tennessee Department of Transportation

Tennessee Education Lottery Corporation

Tennessee Health Services and
Development Agency

Tennessee Higher Education Commission
Tennessee Human Rights Commission
Tennessee Regulatory Authority
Tennessee Student Assistance Corporation
Tennessee Wildlife Resources Agency

TRICOR

The Business Enterprise Resource Office (BERO) received replies from thirteen (13) of the thirty-four (34)

governmental agencies listed above. Of those, an overwhelming majority responded that their agency

either (a) did not receive public funds to support small businesses, or (b) were unable to compile the

requested data due to ambiguity in the statute. While several agencies work with small businesses one

reason for ambiguity can be connected to the variety of definitions for “small business” across the

departments and agencies. Further the “sales volume” determinant defined in the statue (§ 4-3-729) is

not standard either. See section IV. Recommendations for further explanation of size differences found in

code.

Of the departments and agencies that administer programs for small business, the following provided

information specific to their program(s).

A. Department of General Services, Governor’s Office of Diversity Business Enterprise (Go-DBE)
Go-DBE utilizes the statutory definition of “small business” as codified in T.C.A. § 12-3-801-808. The
following services have been provided to small business enterprises by Go-DBE (See Attachment 1):

1. They have been registered in the state of Tennessee’s Edison portal for current procurement

opportunities.

2. The businesses have been approved as small, minority- , woman- or service-disabled veteran-

owned businesses.

3. They receive procurement referrals from agencies seeking to utilize products and/or services

from certified businesses.

4. The businesses are included in the certified directory on Go-DBE website for use by state
agencies and departments seeking to achieve their agency internal goals.

(www.tn.gov/businessopps)

B. Department of Economic and Community Development (ECD)

ECD manages a variety of programs, both directly and indirectly, targeting entrepreneurs and small

businesses. The programs fall into two main categories (1) business assistance and (2) access to

capital. Some of programs dictate specific definitions for “small business,” based on their respective

statute and/or the governing funding agency, while others allowed the program to set the guidelines.

Report: T.C.A. § 4-3-729
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1. Business Assistance

A key area to the success of small businesses and entrepreneurs is access to business assistance.

Access to Technical Assistance in Business Formation (Accelerators): In FY2012, an
accelerator was selected in each of the nine Jobs4TN Jobs Base Camp regions to assist
area entrepreneurs as they develop business plans and launch companies that have the
potential to create new jobs. The goal for the accelerators is to become a foundational
component of each region’s economic development strategy while creating a network
of partnerships and mentors within the local business community, the statewide
investor base, higher education, non-profits and government. A $250,000 grant was
awarded to each accelerator through a competitive grant application process. The grant
funding is a combination of state and federal dollars and contingent upon each
accelerator providing at minimum an additional $250,000 in local matching support. The
accelerator program was developed by ECD and is managed by LaunchTN. The FY2013
report will highlight their progress. (www.launchtn.org)

Access to Assistance with Business Promotion and Technical Assistance: The Tennessee
Main Street Program is an ECD program and a coordinating partner of the National Trust
for Historic Preservation’s National Main Street Center. There are 24 certified Main
Street Communities statewide. According to the 2011 reinvestment statistics, 23 of the
Tennessee Main Street communities reported on their reinvestment statistics. They
reported 617 net new jobs, 135 net new businesses and a combined public
(541,446,188)/private (548,102,466) investment of $89,548,654.
(www.tennesseemainstreet.org)

2. Access to Capital

Access to a robust capital ecosystem is critical to the success of Tennessee’s DBEs. Finance

programs that meet the needs of the state’s DBEs ensure the best possible opportunities for

startup and growth.

Report: T.C.A. § 4-3-729

Access to Capital: Programs Managed within ECD

i Rural Small Business and Entrepreneur Loan Fund: In an effort to provide a
greater level of service to rural communities, BERO started the ECD-BERO
Revolving Microloan Program (a.k.a. Rural Small Business and Entrepreneur Loan
Fund). This program was established with seed funding from USDA Rural
Development with the goal to expand economic opportunities in rural
Tennessee through entrepreneurship and small business growth. The loan
program is for entrepreneurs and small businesses in rural Tennessee. Small
loans, or microloans, of $500 - $20,000 (as of July 1, 2012) are available for
purchasing equipment, inventory, working capital and/or fixed asset purchases.
Loans are below market interest rates and collateral is required on loans of
$5,000 or more. To qualify, applicants must operate their business in a rural area
and have fewer than 10 employees. Applicants agree to technical assistance
from resource providers during the term of the loan.

As of January 1, 2013, ECD approved a total of $258,000 in microloan projects
and closed $224,805.84 of the loans. The $33,194.16 variance in approved loans
will not be closed as certain conditions of the loan agreement(s) were not met
by the borrowers and/or adjustments related to modification of loans. The
$250,500 in microloan projects were funded/allocated by the original $125,000
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USDA RBEG, $30,000 in state funding, the $100,000 USDA ARRA-RBEG and
program income. Five (5) loans totaling $40,500 in principal were completed
successfully. (www.tn.gov/ecd/bero/loan.html)

TNInvestco: This fund is a state-sponsored, venture capital program that
provides capital to high-growth transformational businesses in Tennessee. The
goals are to develop entrepreneurial infrastructure, bring additional capital in
the state and diversify the state’s economy. The TNInvestcos are authorized to
invest funds in qualifying Tennessee businesses. As of January 1, 2012, the 10
TNInvestcos had funded 76 companies, deploying more than $55 million. The
funded companies employed 751.5 full-time employees of which 270 were filled
by women and minorities.

(www.tn.gov/ecd/tninvestco)

b. Access to Capital: ECD Affiliate Programs Managed Outside of ECD

INCITE: Developed by ECD and managed by LaunchTN, the Innovation,
Commercialization, Investment, Technology and Entrepreneurship (INCITE) Co-
Investment Fund is backed entirely by a $29.7 million award through the U.S.
Department of Treasury’s State Small Business Credit Initiative. The fund is a
key component of Gov. Haslam’s $50 million INCITE initiative to raise
Tennessee’s profile in innovation-based economic development and increase
the number of knowledge-based jobs by assisting companies with access to
early-stage capital. The INCITE Fund provides funding to supplement
investments (or a co-investment) in Tennessee companies made by venture
capital funds and investors from across Tennessee and around the country. As
of June 30, 2012, the fund co-invested approximately $4 million in 10
companies. These companies employ 44 women and minorities.
(www.launchtn.org)

Tennessee Rural Opportunity Fund, Small Business Jobs Opportunity Fund and
Energy Efficiency Loan Programs: In 2008, the Tennessee Rural Opportunity Fund
(ROF), a rural economic development fund, was launched; and in 2010 the Small
Business Jobs Opportunity Fund (SBJOF) was launched. The funds were created
through a partnership between the state of Tennessee, the Tennessee Bankers
Association and Pathway Lending, a not-for-profit community development
financial institution. ROF provides loans and technical assistance to small,
disadvantaged and early-stage businesses in rural Tennessee, and the SBJOF
provides loans of up to $2.5 million to small businesses statewide. The
legislature approved a $1.25 million appropriation through ECD for the $10
million ROF and $10 million for $25 million for the SBJOF.

The Tennessee Energy Efficiency Loan Program provides low interest loans to
qualified commercial, industrial or nonprofit Tennessee-based businesses. The
program allows 100 percent financing for energy efficient technology, energy
retrofits and renewable energy systems. It is a collaborative effort between the
state of Tennessee, TVA, Pinnacle National Bank and Pathway Lending.

4 | Page


http://www.tn.gov/ecd/bero/loan.html
http://www.tn.gov/ecd/tninvestco
http://www.launchtn.org/

Report: T.C.A. § 4-3-729

The Energy Division moved from ECD to TDEC on January 1, 2013.
(www.pathwaylending.org)

TNTrade Market Access Program/Trade Missions

The TNTrade initiatives were made possible by STEP funding from the U.S. Small
Business Administration. This program encompassed both access to capital and business
assistance.

i The TNTrade Market Access Program (MAP), launched in January 2012, was a
reimbursement pilot program designed to enhance export readiness, promotion
and sales activities in foreign markets for Tennessee’s small- to mid-sized
companies. MAP provided a 50 percent reimbursement for up to $5,000 per
year for qualified and approved export activities. The program was funded
through a grant awarded by the U.S. Small Business Administration and
managed by ECD. During FY2012, 22 applications were received and 17
approved. Of those approved, all are small businesses with two minority-owned,
one woman-owned and four veteran-owned. The program ended September 30,
2012.

ii. In FY2012, two trade missions were planned with the second occurring in
FY2013. The first trade mission, in April 2012, visited Asia (China and South
Korea) and focused on medical equipment and health care companies. The
second trade mission, in July 2012, visited Mexico with a focus on the
automotive industry. Both trade missions encompassed a variety of activities
including trade shows, Gold Key business meetings through the U.S. Commercial
Service and networking events and activities. Eleven companies participated on
the Asia trade mission; and of those companies, eight were full participants
covered by STEP funds, and four were self-pay. All businesses were small
business enterprises, and of those, woman- and minority-owned businesses
comprised 37.5 percent of company participation. Of the 12 individual
participants, minority participants comprised over one-third the total and
women one-quarter. (www.tn.gov/ecd/tntrade)

The U.S. Small Business Administration guidelines were used in determining
“small business” status.

Advisements and Community Development Block Grants

ECD awards Community Development Block Grants (CDBG) to communities who then
contract with an individual company for its performance. The information gathered
regarding the award recipients of contracts results from the annual, federally required
Title VI reporting. The employee numbers and total sales receipts for these
subcontractors are unknown.

During FY2012, of the 34 CDBG subcontracts awarded to nine firms, eight of those firms
were woman-owned. The contracts awarded to women-owned firms totaled
$1,799,200, or 79 percent of the total dollar amount, and 88 percent of the total
number of subcontracts available. The average total award for the nine companies was
$254,635.56. There was no minority participation. (Relative to reporting for § 4-3-728.)
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e. Tennessee Smart Start Guide
This startup guide and resource, is produced and made available online and in hard
copy. The guide and related postcard are distributed across the state via the nine
regional offices, county and city officials, chambers of commerce and other resource
partners, and through events and inquiries (email, phone, etc.). The guide is linked to on
many websites - a button, link and PDF are provided to chambers of commerce and
other resource partners upon request. The last guide was promulgated in December
2011 for 3,000 copies at $1.24 per copy, and postcard in March 2012 for 5,000 copies at
$0.08 per copy. (http://tn.gov/ecd/bero)

C. Department of Environment and Conservation, Small Business Environmental Assistance Program
(SBEAP): The 1990 Clean Air Act Amendments, Title V, Section 507 required the establishment of an
environmental compliance assistance program in each state to support small businesses in
understanding and complying with environmental regulations. Tennessee’s program provides free,
confidential assistance. SBEAP services include permitting assistance, onsite visits, training, a toll-free
hotline, regulatory notifications, outreach for the prevention and elimination of non-compliance
situations. A small business has 100 or fewer employees, is not a major stationary source and meets
the federal Small Business Act’s definition of a small business. (www.tn.gov/environment/apc/sbeap)

1. SBEAP Numbers:

a. Conducted training for 268 individuals

b. Staff participated in two events with 183 contacts

c. Staff provided permitting and compliance assistance to over 234 individuals
2. See Attachment 2 for complete details.

D. Department of Transportation (TDOT), Civil Rights Office
TDOT Civil Rights Offices Small Business Development Program annual funding comes from both
state and federal funds used contracting services for the benefit of Disadvantaged Business
Enterprises (DBEs).

1. There are currently two ongoing contracts for supportive services and training for DBEs:

a. Contract one: FA-1031456A, is available for all in-state TDOT-certified DBEs
(approximately 200) and provides generalized supportive services including, but not
limited to, one-on-one training, business assessments and planning; financial analysis;
leadership development; private counseling; one-on-one training; and individual and
group training classes (e.g. strategic market planning, accounting software , bidding and
estimating, project management, etc.). The funding on this contract is $211,952.67 in
state funds and $251,047.33 in federal funds.

b. Contract two: FA-0927332, is similar to the first contact in scope but is only offered to
ten DBEs for the contract year. As only a small number of DBEs are accepted into this
program, the training is more in-depth and personalized to meet the particular needs of
each individual business. This contract is funded solely with Federal Funds for
$316,200.00 annually.

2. Qualifications for a DBE may or may not be in line with the definition of a “small business” as
outlined in section (c) of the referring document (Tenn. Code Ann. § 4-3-729). TDOT DBE
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qualifications may be found on the TDOT website as well as in 49 CFR 26.61-26.73 (Subpart

D). To summarize, a DBE must be an existing and independent “for-profit” business that

meets the federal definition of a small business concern; must meet the federal definition of
“socially and economically disadvantaged”; DBE owners must be able to show ownership of
at least 51 percent of the firm, and possess the expertise to control daily operations; and the

owners’ net worth must not be over $1.32 million. (www.tdot.state.tn.us/civil-rights)

3. Business status of those served is difficult to quantify as this is a resource available for the
DBEs to take advantage of at their own discretion. However, 130 DBEs (64.5 percent) have
received a detailed assessment on their company by the supportive services staff, and many
of the DBEs regularly take advantage of the vast resources made available to them to help
increase their knowledge in the construction industry, as well as to help them vie
competitively on state, federal and private sector contracts.

4. The latest report, covering the 2011-2012 Civil Rights Office Small Business Development
Office Supportive Services contract period is marked Attachment 3.

Recommendations

We would like to offer a few suggestions related to the clarification of T.C.A. § 4-3-729 for consideration
by the General Assembly. If these changes are implemented, the report generated under § 4-3-729 will
become a valuable tool for legislators and government officials, drawing attention to ways in which state
government can provide better assistance to small businesses.

The first suggestion is to clarify the reporting requirement to the General Assembly. The current statute
requires that “the office of minority business enterprise or other appropriate department, office or
division of the Department of Economic and Community Development” make the report to “the General
Assembly.” We would like to suggest that “the department” should make this report to “the Speaker of
the Senate, the Speaker of the House of Representatives, the Chair of the Senate Commerce, Labor and
Agriculture committee, and the Chair of the House of Representatives Business and Utilities committee.”
This reporting requirement is similar to the requirements for BERO’s annual report, which is found in
T.C.A. § 4-26-105.

The second point of clarification is the definition of “small business” in § 4-3-729(c). The current
definition is not found anywhere else in T.C.A. and does not align with the parameters upon which
departments and agencies currently report. Several agencies responded to the request for information
stating that their records were not kept in such a way as to allow them to readily identify small businesses
as defined in the statute. One option would be to use a standard definition, such as that of the Governor’s
Office for Diversity Business Enterprise and state procurement requirements as found in § 4-56-
103(c)(4)(iii):

“Small business" means one that is independently owned and operated, has total gross
receipts of no more than ten million dollars (510,000,000) averaged over a three-year
period, and employs no more than thirty (30) persons on a full-time basis.

Some of the current definitions for “small business” within statute, which may or may not also include
“sales volume” benchmarks are as follows:
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