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COMMITTEE ACTION

Workshop - Discussion and testimony only on the following (no vote to be taken):

1 SB 226
Ring
(Identical H 441)

Capital Formation for Infrastructure Projects;
Modifying legislative findings and intent relating to the
need for seed capital and venture equity capital to
include infrastructure funding; creating the Florida
Infrastructure Fund Partnership as a private, for-profit
limited partnership or limited liability partnership;
requiring the Florida Development Finance
Corporation to issue contingent state bonds to
investment partners in the partnership; providing that
contingent state bonds become an obligation to the
state by the partnership under certain circumstances,
etc.

CM 12/01/2015 Workshop-Discussed
FT
AP

Workshop-Discussed

Presentation on Economic Development Program Evaluations by the Office of Program
Policy Analyses and Government Accountability on the following:

2 Space and Defense Industry Financial Incentives

3 International Trade and Development Programs

Presented

Presented
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FLORIDA OPPORTUNITY FUND

COMBINING CAPABILITIES AND RESOURCES
TO DELIVER EXCEPTIONAL PERFORMANCE

Florida Infrastructure Program
December 2015

Harnessing Private Capital To Accelerate
Infrastructure, PPPs, and Job Creation in Florida
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Executive Summary

The Florida Opportunity Fund (“FOF”) proposes the creation of a $350
million Florida-focused infrastructure program (the "Fund” or “Program”)
that invests in Florida infrastructure opportunities

The Fund would secure $350M from private investors backstopped by
the issuance of a contingent state revenue bond

The Fund would create / retain over 50,000 jobs in Florida

The Fund is expected to attract approximately $4B in additional capital
to Florida to invest in Florida infrastructure along with the Fund

With potentially no costto the State, the immediate effect on Florida's
economy would be a "win-win" - job creation and improved
infrastructure that remains in Florida, providing a lasting benefit for all
Floridians
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Florida Opportunity Fund Overview

=  The FOF is a Florida-focused investment program created by the Florida Legislature
in 2007 for the purpose of increasing the amount of capital available to emerging
Florida businesses

= FOF is administered by Enterprise Florida with investment management services
provided by Florida First Partners - a joint venture between Arsenal Venture Partners
and the Grovesnor Capital Management Customized Fund Investment Group

= Over $100M managed through three
investment vehicles:

*  Fund of Funds Program
» Clean Energy Investment Program
* Florida Venture Capital Program
= Private capital leverage ratio of 60:1
= Florida jobs positively impacted ~ 1,000

Florida Venture Capital Program Clean Energy Investment Program Fund of Funds Program
* Fund Size: $42M * Fund Size: $36M * Fund Size: $30M
* TargetInvestment: $1M- $3M * TargetInvestment: $500k - $5M * TargetInvestment: $1M- $3M

* Investment Structure: Debt/ Equity * Investment Structure: Debt/ Equity
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Infrastructure and Investors
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Why Infrastructure Matters Why Investors Like It

= Infrastructure serves as the backbone ofan | . |nfrastructure investments offer:
economy, and is critical to its long term

2 e Stable Yield: Potential to generate
competitive positioning.

stable and predictable yields, current

= Infrastructure has many categories that income
serve a variety of public needs. Low Volatility: Limited exposure to
economic cycles due to essential nature
TRANSPORT ENERGY & Social/lCommun of assets
UTILITIES ication Long-term Assets: Strong match to
i long-tail liabilities
Airports Gas pipelines I?:daucﬁﬁ;t;osn 9
Inflation Protection: Inflation linked
Bridges Storage facilities H]%acl;clﬂicezre revenue mechanisms
_ Low Elasticity of Demand: Usage
Parking - - e
systems Electricity networks ~ Waste facilities pattern has lower sensitivity to cost
. : Low Correlation: Low return correlation
Ports Power generation Satellites
to other asset classes
Toll roads Renewableenergy  gjper / Internet Barriers to Entry: Legal contracts and

(wind, solar, etc.) .
large capital costs

Cellular towers
Tunnels Water & sewage
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Pillars of the Proposed Program

The FOF proposes the creation of a $350 million infrastructure program to attract private capital,
accelerate build out of FL infrastructure, and create thousands of lasting jobs in the State

The 5 Pillars

Private FIL Balanced Job State
Capital Inirastructure Portfolio Creation Support
© fjr?dOM target o Accelerate o Diversified o Significant job o State provides
deployment of across creation ~ 50k+ contingent
o Institutional permanent FL infrastructure - : : backstop
) D ty of
investor base infrastructure types (i.e. ° Cgae{;{o Jobs through bond
o Expect>10:1 o Dedicated effort éwa;mn\}vP?rt, construction, ISsuance
leverage, to promote Egﬁc:{iona er, management, o Only redeemed
creating ~ $4B PPPs and Health r’ professional in 2028 if loss
of investment infrastructure tea care, and business of principal, and
investment in etc.) services only to the
Florida o (barrc?vsr?lfilgllg and o Lasting jobs in ﬁ))gtgnt of such
o Dedicated : ¢ ¢ the State
entity to investments o Needed to
manage and o Co-invest attract private
direct capital to alongside public capital solely
infrastructure in and private focused on FL
the State investors
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Program Structure

Co—
Exercised
only upon
A loss of
Capital | Distributions principal
Commitment
General Partner
FOF Infrastructure Fund
Florida Opportunity Fund
A
: Fund Manaager Identification
Investments Distributions 9 svndicat
yndication
Purchase Oversight
Asset
Directly v
: : Distributions
Infrastructure Assets Located in Florida .- I -
) L Co-
“Fund projects as | Investors I
part of i i
consortiumof : :
: co-investors | ~ $4B !
Clean AP LN it
Water/

Wastewater
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Investment Strategy

POTENTIAL SECTOR TARGETS

Aviation

Highways/Roads/Bridges

Education/Healthcare
Facilities

Other — Water, Utilities,

Pipelines, Fiber/Internet

INVESTMENT STRATEGY ]

Total Fund Size
o $350M
o 12 Year life
Focus on broad range of categories

o Greenfield — new assets

o  Brownfield — existing assets that need
improvement

Co-invest along side other
infrastructure investors

o  Provides leverage — anticipated > 10:1

Invest in financially sound and
strategic projects

o  Projects must create predictable revenue
stream



Florida Infrastructure Needs...
Available Sources Don’t Cover It
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Florida’s on the move

Aviation - $2.4B

o Florida now home to 20M people

and growing Highways - $82B

O Floridais 3™ largest state
ahead of New York

o Nearly 100M people travel to Rail PrOjeCtS and ExpanSion = $14.6B l

Florida annually

O Orlando sees more visitors Creating
than NYC i~ -h. Seaports - $7.2B
needs

o Florida is attracting and becoming
home to companies across sectors

and sizes Spaceports - $691.3M

o Regions within Florida are
expanding creating demand for
better inter-state transport and

logistics needs

Transit - $23.7B

o Floridais a critical gateway to Latin
America and global hub with

unique proximity to Panama Canal _Total Needs Exceed $14OB S
approx 10X available sources

Clean Water / Waste Water $35B |

OPPORTUNITY

F

Sources:
FDOT Strategic Intermodal System Unfunded Needs Plan. 2011.
American Society of Civil Engineers. Infrastructure Report Card.
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Florida Infrastructure Opportunity
— Sample Projects

The Florida Infrastructure Fund would align and work closely with all relevant state agencies
-2 FDOT, DEP, WMDs and others to help solve infrastructure challenges

——lll

Sample Project List of Infrastructure Needs Throughout Florida

Location Type Project Approx cost. ($m)
Northwest Florida Highway New Road - Escambia/Santa Rose Beltway $840
Northeast Florida Highway I-95 4 special use lanes expansion $1,545
Northwest Florida Highway New Road Florida/Alabama Connector $950
Central Florida Highway Sr 408 Eastern Extension - New Road $1,117
Automated People Mover / Intermodal Center - Port
Southeast Florida Seaport Everglades $1,377
Multiple Districts Turnpike New Interchange Turnpike Mainline $126
Broward County Water Palm Beach Reclaimed Water Systems $65
Monroe County Water Florida Keys Wastewater Improvement $50
Alternative Water Supply Yankee Lake Surface Water Plant

Seminole County Water Phase 2 $96
Volusia County Daytona Beach Comprehensive Water Management Project

Water Halifax River and Nova Canal Basins $53
South Florida (Miami Dade) Water Management 11 Storm Drainage Projects $6
Monroe County Water Management Waste Water, Collection, Transmission and Treatment Project $19
Brevard County Water Management Waste Water Treatment $30
St. Petersburg Water Management Water Treatment $63
Hollywood Drinking Water Distribution Project $21
Multiple Districts Rail Downtown Tampato Bradenton - New Passenger Service $1,907
Southwest Florida Transit BusRapid Transit Sarasota - Brandenton $620

FDOT Strategic Intermodal System Unfunded Needs Plan, 2011.
FY 2015-2016 Water Funding Requests List
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Why does the State need to be involved?

I
7
= One of the State’s primary roles is providing infrastructure assets for residents
and communities to facilitate commerce
Current budgetary realities create a large unmet infrastructure need ($140B)

= Attracting private capital to fund the State’s infrastructure needs requires the
State’s involvement to mitigate the geographic limitation

Global capital can choose to fund infrastructure projects anywhere in the world

= By backstopping the Fund, the State will enable a dedicated infrastructure team
that will serve to initiate and drive strategic infrastructure projects only in Florida to
fruition that would otherwise remain unfunded and unrealized

Engaging and catalyzing multiple stakeholders, including disparate state and
regional government agencies, requires a fund solely focused on Florida

= The State’s support will enable a broad-based portfolio of diversified infrastructure
projects across sector, size and regions, all within the State of Florida

Historically, Florida infrastructure projects have typically been large in size and
concentrated in sectors



Contingent Revenue Bonds
]
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State’s involvement will entice investors to investin a
Florida-focused infrastructure fund

Florida Department of Revenue

* Bondsredeemable only if loss of
principal and only to the extent of such
loss, if any

* Highly unlikely bonds are ever redeemed,
as infrastructure is a stable asset class

Florida Development Finance

Corporation

+ Issues Contingent State Revenue Bonds
to investors that match initial principal
commitmentamount
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OPPORTUNITY

* Noimpact on bonding capacity or credit
rating
* Not scored on current year budget

Indeterminate liability
to the State

)

Exposure is limited to $75M/year

Any redemption, if at all, would be
secured against general sales, use and
corporate taxes

2016

2028

Investors

* Make initial principal
commitmentof up to
$350M to the Florida
Infrastructure Fund

Investors

If principal is not returned by 2028,
one-time election to either redeem
the bond orretain partnership
interest

Investor entitled to redemption of
loss of principal only, not any gain
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Benefits to Florida
—

A Florida Focused Infrastructure Program provides broad reaching benefits -
private capital, new job creation, new infrastructure assets

5) Alleviate
1) ~ $4B in Private o ' — ; Budget Pressure
Capital - g

==Y 6) Potentially No

:
i

2) Job Creation ~ +50k

3) Accelerated PPP S 7) Reduce National
Deployment My S

8 Highway Fund
= Exposure

4) Gain Needed SN~ 41 8) Dedicated
Infrastructure 4 R [nfrastructure Vehicle

Proprietary & Confidential
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Potential Job Impact of the Program
-

Ir 1 ]
FL Project 1 ~
t t reation
Infrastructure | ——> | FL Project 2 | I- " m%‘ :

Fund

FL Project 3 I

Job Impact Projections
Infrastructure Investment Statistic
$1B invested in Infrastructure = 21k Jobs

$3B-$4B Fund Fund Size Jobs Potential
\\ $3.0B 63,000
$3.58B 73,500

$4.0B 84,000

Consumer
Spending

0:1 Leverage

\

$350M Fund

\\ 1

Proprietary & Confidential 13

*Duke Center on Globalization , Govemance, and Competitiveness
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Proposed Program Provides
Infrastructure Solution

There is no program in the State with the potential for this scale of
private capital, infrastructure development and job creation

Needed Infrastructure

Florida is growing fastboth in
population andtourism

— Businessesare migratingto
Florida

— This growth is outpacing our
investmentin Infrastructure

— Florida Infrastructure needs

exceed $140B
Private Capital Jobs Platform
— Publicbudgets are limited b= frastructure isa known
—  State dollars only cover so ! job creator
much infrastructure - This Program creates a
development variety of jobs —
—  The Program hasthe construction, management,
potential to attract $4B for professional services and
FL infrastructure reliE

—  The Programhasthe
potential to create well over
50k jobs



Summary
I
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= The authorization for the issuance of a contingent state revenue bond to support
the FOF's infrastructure program could garner billions of dollars of additional

private capital to Florida, create thousands of Florida jobs and meet critical
Florida infrastructure needs

= This action has NO short-term costs and could potentially have NO long-term
costs to the State

= This Fund is ideal for Florida as it:

Attempts to establish growth, increase employment, and reduce the burden of
government on its citizens

Addresses the capital shortage for quality infrastructure investments

Leverages the FOF, with the expertise, relationships and resources to
successfully develop and implement such a program

This unique opportunity affords a leveraged, private capital returns-focused
program to stimulate economic growth within the State of Florida, while
providing permanent infrastructure for clean energy, clean water, wastewater,
transportation, education and other strategic needs with little to no cost
exposure to the State
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FLORIDA OPPORTUNITY FUND

COMBINING CAPABILITIES AND RESOURCES
TO DELIVER EXCEPTIONAL PERFORMANCE
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Important Information

I
.
= This documentmay notbe used orreproduced for any other purpose. This documentis forinformational purposes only
and all information contained herein is subjectto revision and completion. This documentdoes not constitute orform
partof an offerto issue or sell, or of a solicitation of an offer to subscribe orbuy, any securities or other financial

instruments, nordoes it constitute a financial promotion, investmentadvice oraninducementorincitementto participate
in any product, offering orinvestment. The information setforth herein does notpurportto be complete.

= Exceptwhere otherwise indicated herein, the information provided herein is based on matters as they existas of the
date of preparation and notas ofany future date, and will notbe updated or otherwise revised to reflectinformationthat
subsequently becomes available or circumstances existing or changes occurring after the date hereof. Certain
information contained in this presentation constitutes “forward-4ooking statements,” which can be identified by the use of
forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,”

“intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to

various risks and uncertainties, actual events or results or the actual performance of the Fund may differ materially from

those reflected or contemplated in such forward-looking statements.
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Florida Senate - 2016

By Senator Ring

29-00101B-16 201
A bill to be entitled

An act relating to capital formation for
infrastructure projects; amending s. 288.9621, F.S.;
designating the “Florida Capital Formation Act” as
part XI of ch. 288, F.S.; amending s. 288.9622, F.S.;
modifying legislative findings and intent relating to
the need for seed capital and venture equity capital
to include infrastructure funding; conforming a
provision to changes made by the act; amending s.
288.9623, F.S.; defining terms; conforming a provision
to changes made by the act; creating s. 288.9628,
F.S.; creating the Florida Infrastructure Fund
Partnership as a private, for-profit limited
partnership or limited liability partnership;
providing that the partnership is not an
instrumentality of the state; prescribing the purposes
and duties of the partnership; providing for
management of the partnership by the Florida
Opportunity Fund; authorizing the fund to lend moneys
to the partnership for specified purposes; requiring
the partnership to raise funds from investment
partners; providing for commitment agreements with
investment partners; specifying types of
infrastructure projects that the partnership is
authorized to invest in or prohibited from investing
in; providing evaluation requirements for
infrastructure projects; requiring the partnership to

submit an annual report to the Governor and the

Legislature; prohibiting the partnership from making
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Florida Senate - 2016 SB 226

29-00101B-16 2016226

its debts payable from any money or resources other
than those of the partnership; prohibiting the
partnership from investing in projects with or
accepting investments from certain companies; creating
s. 288.9629, F.S.; requiring the Florida Development
Finance Corporation to issue contingent state bonds to
investment partners in the partnership; authorizing
the corporation and the fund to charge fees; limiting
the amount of such fees; prohibiting the total
aggregate amount of all contingent state bonds from
exceeding a specified amount; requiring that a
specified commitment agreement be entered into
concurrently with an investment commitment to the
fund; requiring the partnership to provide a specified
written notice to each investment partner if, on the
maturity date in its commitment agreement, the partner
has a net capital loss; specifying the minimum content
for such notice; requiring the partner to concurrently
provide a copy of the notice to the corporation;
authorizing each affected investment partner to make
specified one-time elections upon the receipt of the
notice; requiring an investment partner to provide
written notice to the partnership and the corporation
of its election within a specified period; requiring
the partnership to apply to the corporation on behalf
of the purchaser of contingent state bonds for the
issuance of contingent state bonds under certain
circumstances; requiring that the partnership’s

application for contingent state bonds include the
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Florida Senate - 2016

partnership’s certification of the amount to be issued
and the identity of the person to whom the bonds are
to be issued; requiring the corporation to issue the
contingent state bonds within a specified period after
receipt of a timely and complete application;
requiring the partnership to provide the investment
partner with written notice in certain circumstances;
authorizing the investment partner to take specified
actions within a specified period after the receipt of
such notice; prohibiting the corporation from issuing
or approving contingent state bonds in excess of a
specified amount; prohibiting the owner of contingent
state bonds from claiming bonds in excess of a
specified amount; providing that contingent state
bonds become an obligation to the state by the
partnership under certain circumstances; providing
that the fund, as general partner, 1is not liable to
the state for the repayment of used contingent state
bonds; providing that contingent state bonds issued
under the act are transferable in whole or in part by
their owner; requiring the corporation to provide a
certain written assurance to the partnership under
certain circumstances; exempting contingent state
bonds transferred or sold under the act from the
provisions of ch. 517, F.S.; amending s. 213.053,
F.S.; authorizing the Department of Revenue to
disclose certain information to the partnership and
the corporation relative to certain contingent state

bonds; providing an effective date.
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29-00101B-16 2016226
Be It Enacted by the Legislature of the State of Florida:
Section 1. Section 288.9621, Florida Statutes, is amended

to read:
288.9621 Short title.—This part Seetiens288-9621-288-0625

may be cited as the “Florida Capital Formation Act.”

Section 2. Subsections (1) and (2) of section 288.9622,
Florida Statutes, are amended to read:

288.9622 Findings and intent.—

(1) The Legislature finds and declares that there is a need
to increase the availability of seed capital and early stage
venture equity capital for emerging companies in the state,
including, without limitation, enterprises in life sciences,
information technology, advanced manufacturing processes,
aviation and aerospace, and homeland security and defense, as

well as other strategic technologies and infrastructure funding.

(2) It is the intent of the Legislature that this part ss—=

288-9621-288-0625 serve to mobilize private investment in a
broad variety of venture capital partnerships in diversified
industries and geographies; retain private sector investment
criteria focused on rate of return; use the services of highly
qualified managers in the venture capital industry regardless of
location; facilitate the organization of the Florida Opportunity
Fund as an investor in seed and early stage businesses,
infrastructure projects, venture capital funds, infrastructure
funds, and angel funds; and precipitate capital investment and

extensions of credit to and in the Florida Opportunity Fund.

Section 3. Section 288.9623, Florida Statutes, is amended
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29-00101B-16 2016226
to read:

288.9623 Definitions.—As used in this part, the term ss=

288 021289 Qggoc.

(1) “Board” means the board of directors of the Florida
Opportunity Fund.

(2) “Commitment agreement” means a contract between the

partnership and an investment partner in which the partner

commits to providing a specified amount of investment capital in

exchange for an ownership interest in the partnership.

(3) “Contingent state bonds” means any state bonds, revenue

bonds, certificates, or other obligations that are contingent

upon a loss of the investment capital contributed by an

investment partner under s. 288.9629 and that are payable from

tax revenues received by the state under chapter 212, chapter
220, or ss. 624.509 and 624.50091.

(4) “Corporation” means the Florida Development Finance

Corporation.
(5) 42> “Fund” means the Florida Opportunity Fund.

(6) “Infrastructure project” means a capital project in

this state which addresses the need for a facility or other

strategic infrastructure, including a water or a wastewater

system, a communication system, a power system, a transportation

system, a renewable energy system, or an ancillary or support

system for any such project.

(7) “Investment capital” means the total capital committed

by the investment partner, pursuant to a commitment agreement,

for an equity interest in the partnership.

(8) “Investment partner” or “partner” means a person other

than the partnership, the fund, or the trust that purchases or
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is the transferee of an ownership interest in the partnership.

(9) “Net capital loss” means an amount equal to the

difference between the actual total investment capital advanced

by the investment partner to the partnership and the actual

amount of the aggregate distributions received by the investment

partner.

(10) “Partnership” means the Florida Infrastructure Fund

Partnership.
Section 4. Section 288.9628, Florida Statutes, is created
to read:

288.9628 Florida Infrastructure Fund Partnership; creation;

duties.—
(1) The Florida Opportunity Fund shall facilitate the

creation of the Florida Infrastructure Fund Partnership, which

shall be organized and operated under chapter 620 as a private,

for-profit limited partnership or limited liability partnership

with the fund as a general partner. The partnership shall manage

its business affairs and conduct business consistent with its

organizing documents and the purposes described in this section.

However, the partnership is not an instrumentality of the state.

(2) The primary purposes of the partnership are to raise

investment capital and to invest the capital in infrastructure

projects in the state which promote economic development.

(3) (a) As the general partner of the partnership, the fund

shall manage the partnership’s business affairs. At a minimum,
the fund shall:

1. Solicit and hire one or more investment managers to

assist with management of the partnership and to oversee the

raising and investing of capital by the partnership. The
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evaluation of candidates must address their level of experience,

investment philosophy and process, demonstrable success in

fundraising, and prior investment results. Only candidates who

have maintained an office with a full-time investment

professional in this state for at least 2 years before the

solicitation may be considered.

2. With the assistance of the investment manager or other

service providers, solicit, negotiate the terms of, contract

for, and receive investment capital.

3. Receive investment returns.

4. Disburse returns to investment partners.

5. Approve investments.
(b) The fund may lend up to $750,000 to the partnership to

pay the initial expenses associated with the organization of the

partnership and solicitation of investment partners.

(4) (a) The partnership shall enter into commitment

agreements with investment partners for investment in

infrastructure projects under terms approved by the fund’s

board.

(b) The partnership may enter into commitment agreements

with investment partners beginning July 1, 2016. The total

aggregate amount of principal investment capital payable to the

partnership under all commitment agreements may not exceed $350

million. If the partnership does not obtain commitment

agreements totaling at least $100 million by December 1, 2017,

the partnership must cancel any executed agreement and return

the investment capital of each investment partner who executed

an agreement.

(5) (a) The partnership may invest only in an infrastructure
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project:

1. That fulfills an important infrastructure need in the

state.

2. That raises funding from other sources so that the total

amount invested in the project is at least twice the amount

invested by the partnership, inclusive of the partnership’s

investment.

3. For which legal measures exist, appropriate to the

individual project, to ensure that the project is not closed due

to fraud, to the detriment of the residents of the state.

(b) The partnership may not invest more than 20 percent of

its total available investment capital in any single

infrastructure project.

(c) The partnership may not invest in any infrastructure

project that involves any phase of a project authorized under

the Florida Rail Enterprise Act, ss. 341.8201-341.842.

(6) Before investing in an infrastructure project, the

partnership must assess whether the project will provide a

continuing benefit for the residents of the state and evaluate

the following:

(a) A written business plan for the project, including all

expected revenue sources.

(b) The likelihood that the project will attract operating

capital from investment partners, other lenders, or grants.

(c) The management team for the project.

(d) The project’s potential for job creation in the state.

(e) The financial resources of the entity proposing the

project.

(f) Other factors that are consistent with this section and
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that are deemed by the partnership as relevant to the likelihood

of the project’s success.

(7) Beginning December 1, 2016, and each December 1

thereafter, the partnership shall submit an annual report of its

activities to the Governor, the President of the Senate, and the

Speaker of the House of Representatives. The annual report must

include, at a minimum:

(a) An accounting of the amounts of investment capital

raised and disbursed by the partnership and the progress of the

partnership, including the progress of each infrastructure

project in which the partnership has invested.

(b) A description of the costs and benefits to the state of

the partnership’s investment in infrastructure projects,

including a list of such projects; the costs and benefits of

such projects to the state and, if applicable, to the county or

municipality in which the project is located; the number of

businesses and associated industries affected; the number and

types of jobs created or retained, and the average annual wages

of such jobs; and the impact on the state’s economy.

(c) Independently audited financial statements, including

statements that show receipts and expenditures from the

preceding fiscal year for the operational costs of the

partnership.

(8) The partnership may not make its debts payable from any

moneys or resources other than those of the partnership. An

obligation of the partnership is not an obligation of the state

or any political subdivision thereof, but is an obligation of

the partnership, payable exclusively from the partnership’s

resources.
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(9) The partnership may not invest in an infrastructure

project with, or accept investment capital from, a prohibited

company described in s. 215.472 or a scrutinized company as

defined in s. 215.473, and the entity owning an infrastructure

project in which the partnership has invested must provide

reasonable assurances to the partnership that the entity will

not provide such a prohibited company or scrutinized company

with an ownership interest in the infrastructure project.

Section 5. Section 288.9629, Florida Statutes, is created
to read:

288.9629 Issuance of contingent state bonds for the Florida

Infrastructure Fund Partnership.—
(1) (a) Pursuant to s. 288.9628 and this section, the

corporation shall issue contingent state bonds to investment

partners in the partnership in a maximum amount equal to the

investment capital committed by such investment partners to the

partnership.

(b) The corporation and the fund may seek reimbursement for

their respective reasonable costs and expenses related to the

partnership by charging a fee for the issuance of contingent

state bonds to investment partners. The fee may be up to 0.25

percent of the aggregate investment capital committed to the

partnership by the investment partners who are issued

certificates.

(c) The total aggregate amount of all contingent state

bonds issued by the corporation may not exceed $350 million.

(d) The investment partner and the partnership must enter

into a commitment agreement at the time of the investment

commitment to the fund by the investment partner. The commitment
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291| agreement must include a specific calendar-year maturity date 320 made by an investment partner under paragraph (c) is final and
292| designated by the corporation, which must be at least 12 years 321| may not be revoked or modified.
293 after the date of the agreement. Contingent state bonds may be 322 (e) An investment partner shall provide written notice to
294 claimed or redeemed only by an investment partner or purchaser 323| the partnership and the corporation of its election within 30
295| 1in accordance with this section and the terms of the commitment 324| days after its receipt of the notice from the partnership. If an
296 agreement. 325 investment partner fails to timely provide such notice, the
297 (2) (a) The partnership shall provide written notice to each 326| investment partner is deemed to have elected to maintain its
298 investment partner if, on the maturity date in its commitment 327 investment in the partnership under subparagraph (c)2.
299| agreement, the partner has a net capital loss. At a minimum, the 328 (3) If an investment partner makes the election under
300 notice must include: 329 subparagraph (4) (c)l., the partnership shall exercise its best
301 1. A good faith estimate of the fair market value of the 330 efforts to sell the contingent state bonds. In order to receive
302 partnership’s assets as of the date of the notice. 331 the proceeds from the partnership’s sale of the contingent state
303 2. The total investment capital provided by all investment 332 bonds, the investment partner must agree in writing to transfer
304| partners as of the date of the notice. 333| its ownership interest in the partnership to the fund. A
305 3. The total amount of distributions received by the 334| purchaser’s payment for contingent state bonds must be made to
306 investment partners. 335 the partnership on behalf of the investment partner or, upon the
307 4. The amount of the contingent state bonds, issued by the 336| partner’s request, directly to the investment partner. The
308| Department of Revenue, to which the investment partner is 337| partnership may sell contingent state bonds in an amount not to
309 entitled. 338| exceed the lesser of:
310 (b) The partnership shall concurrently provide a copy of 339 (a) The maximum amount of the contingent state bonds issued
311| each such notice to the corporation. 340 to the investment partner; or
312 (c) Upon receipt of the notice from the partnership, each 341 (b) The amount of contingent state bonds necessary to yield
313| affected investment partner may make a one-time election to: 342| net proceeds to the investment partner equal to its net capital
314 1. Have the partnership sell, on the partner’s behalf, the 343| loss as of the date of the partnership’s notice.
315| contingent state bonds issued to the partner under the terms of 344 (4) (a) Within 30 days after the sale of contingent state
316 the partner’s commitment agreement, with the proceeds of the 345| bonds under subsection (3), the partnership shall apply to the
317 sale to be paid to the partner by the partnership; or 346| corporation for issuance of the contingent state bonds on behalf
318 2. Maintain the partner’s investment in the partnership. 347 of the purchaser of the contingent state bonds. However, the
319 (d) Except as provided in paragraph (4) (c), the election 348| partnership’s failure to timely submit an application to the
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corporation does not affect the purchaser’s eligibility for the

contingent state bonds.

(b) The partnership’s application for contingent state

bonds must include the partnership’s certification of the amount

of contingent state bonds to be issued and the identity of the

person to whom the contingent state bonds are to be issued. The

corporation shall issue the contingent state bonds within 30

days after receipt of a timely and complete application.

(c) The partnership shall provide the investment partner

with written notice if, within 90 days after the partner’s

election, the partnership is unable to sell enough contingent

state bonds to yield net proceeds to the investment partner

equal to its net capital loss as of the date of the

partnership’s notice and the partner’s contingent state bonds

remain unsold. Within 30 days after receipt of such notice, the

investment partner may:

1. Revoke its prior election and make a new election under

paragraph (2) (c); or

2. Modify the election and have the partnership continue to

sell contingent state bonds until the partner’s net capital loss

is satisfied or the maximum amount of the partner’s contingent

state bonds is reached, whichever occurs first.

Within 30 days after such modified election, the partnership

shall apply to the corporation in accordance with paragraph (a)

for issuance of contingent state bonds on behalf of the

purchasers in the required amounts.

(5) (&) The corporation may not issue more than $350 million

in contingent state bonds. The corporation may not approve

Page 13 of 15

words underlined are additions.

378
379
380
381
382
383
384
385
386
387
388
389
390
391
392
393
394
395
396
397
398
399
400
401
402
403
404
405
406

CODING: Words strieken are deletions;

Florida Senate - 2016 SB 226

29-00101B-16 2016226

contingent state bonds in excess of the total capital committed

through commitment agreements.

(b) The amount of contingent state bonds which may be

claimed by the owner of the bonds in any given state fiscal year

may not exceed an amount equal to $75 million multiplied by a

fraction, the numerator of which is the amount of bonds that the

corporation issued to such owner and the denominator of which is

the total amount of all bonds that the corporation issued to

contingent state bonds owners.

(c) Contingent state bonds issued by the corporation under

this section may be used by the owner of the bonds.

(d) To the extent that contingent state bonds issued under

this section are used by their owner to obtain payment from the

state, the amount of such bonds becomes an obligation to the

state by the partnership, secured exclusively by the ownership

interest transferred to the fund by the investment partner whose

investment generated the contingent state bonds. In such case,

the state’s recovery is limited to such forfeited ownership

interest. The corporation shall account for contingent state

bonds used under this section and make such information

available to the partnership. The fund, as general partner, is

not liable to the state for repayment of the used contingent

state bonds.

(e) Contingent state bonds issued under this section are

transferable in whole or in part by their owner. An owner of

contingent state bonds must notify the corporation of any such

transfer.

(6) The corporation, upon the request of the partnership,

shall provide the partnership with a written assurance that the
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407 commitment agreements between investment partners and the

408| partnership will be honored by the corporation as provided in

409 this section.

410 (7) Chapter 517 does not apply to the contingent state

411 bonds transferred or sold under this section.

412 Section 6. Paragraph (cc) is added to subsection (8) of
413 section 213.053, Florida Statutes, to read:

414 213.053 Confidentiality and information sharing.—

415 (8) Notwithstanding any other provision of this section,
416 the department may provide:

417 (cc) Information relating to contingent state bonds under
418| ss. 288.9628 and 288.9629 to the Florida Infrastructure Fund

419 Partnership and the Florida Development Finance Corporation.
420

421 Disclosure of information under this subsection shall be

422 pursuant to a written agreement between the executive director
423 and the agency. Such agencies, governmental or nongovernmental,
424 shall be bound by the same requirements of confidentiality as
425| the Department of Revenue. Breach of confidentiality is a

426| misdemeanor of the first degree, punishable as provided by s.
427 775.082 or s. 775.083.

428 Section 7. This act shall take effect July 1, 2016.
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I Space and Defense Incentive Programs

= Semiconductor, = Qualified Defense Contractor
Defense or Space and Space Flight Business
Technology Sales Tax Refund
Tax Exemption (Expired on June 30, 2014)

= Manufacturing and Spaceport

Investment Incentive
(Repealed on July 1, 2013)




I Space and Defense Incentive Programs

» Semiconductor, Defense or Space Technology Sales
Tax Exemption (SDST) - Sales tax exemptions for
certain purchases by qualified space, defense, and
semiconductor companies

» Qualified Defense Contractor and Space Flight
Business Tax Refund (QDSC) - Tax refund for job

creation and retention to certain defense and space
flight contractors

» Manufacturing and Spaceport Investment Incentive
(MSII) - Tax refund for equipment purchases for
manufacturing and spaceport companies




I Program Funding

» Reported sales taxes exempted for the
SDST program were $17.6 million for Calendar
Years 2011 through 2014

» The Legislature appropriated $2.4 million for
QDSC projects

» The Legislature allocated $43 million to the
MSII program




Findings




I Relatively Few Businesses Participated in
Space and Defense Incentive Programs

» Three businesses accounted for 90% of reported
taxes exempted under the SDST program

» Six QDSC projects received $2.3 million in tax
refunds; three are inactive

» Twenty-two businesses received $400,878 in
MSII tax refunds, less than 1% of funds allocated




I Use of Other Incentives May Explain
Low Participation

» Businesses may be using the sales tax
exemption for purchases of industrial
machinery and equipment rather than using
the SDST exemption

» Some businesses may choose to participate in
the Qualified Targeted Industry Tax Refund
Program instead of using the QDSC incentive




I Program Participants Created Jobs and
Made Capital Investments

» SDST program participants reported nearly
$300 million in tax-exempted purchases and
S3 billion in capital investments

» Businesses receiving QDSC tax refunds created
368 jobs and retained 1,478 jobs

» Businesses receiving MSII tax refunds made
$10.2 million in eligible equipment purchases




Florida's Industry Employment
Outperformed Other Competing States

» Several competing states offer similar space and
defense incentives

» Florida’s industry employment growth from 2005
to 2014 was higher than other states and the
national average

State Parts Manufacturing Defense Industr

Florida 7.9% -2.5%
Alabama 7.0%
California -2.4% -18.4%
Texas -7.5% -13.5%
Virginia -8.9%

United States 7.4% -4.2%




Stakeholders Are Satisfied with Incentives,
but Suggest Improvements

» Space and defense incentives are important

= SDST recipients report that operations would be
reduced without the incentive

= QDSC recipients value that the program provides
an incentive for job retention

» Incentive programs could be enhanced

= Reduce stringency of QDSC job creation
requirements

= Simplify and shorten application approval process




Conclusions




I Legislature Could Consider Moditying
QDSC Program Eligibility Requirements

» If the Legislature wishes to reauthorize the
program, it could consider improvements

= For example, reduce minimum amount of gross
receipts from defense or space flight business
contracts required of applicants

® This could expand program eligibility, as businesses
reported being increasingly reliant on commercial
contracts due to declines in federal defense
contracts and funding




Questions?

THE FLORIDA LEGISLATURE’S
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OPPAGA supports the Florida Legislature by providing data, evaluative research, and objective analyses that assist legislative budget and policy deliberations.
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Information

Alex Regalado

Senior Legislative Analyst
(850) 717-0506
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Kara Collin-Gomez
Staff Director
(850) 717-0503
collins-gomez.kara@oppaga.fl.gov
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I International Trade and Development

» Enterprise Florida (EFI) activities support
and promote exporting and foreign direct
investment

® Trade missions

® Trade shows

= Grant programs

= Export education and counseling

" Foreign offices — 13 full service offices,
2 liaison offices




I Program Funding and Expenditures

» 54.88 million Legislative appropriation for
Fiscal Year 2013-14

" Provided through the International Trade and
Promotion Trust Fund
» $6.58 million in total funding
" |ncludes event revenues and state and federal
grant funds

» Largest expenditures include payroll and
foreign office contracts

= EF| staff — $1.83 million
= Foreign office contracts — $1.86 million




I Grant Awards During 3-Year Review Period

» 422 grants totaling $1.2 million
= Number of grants peaked at 164 in 2013

» Three primary types of grants

= Export marketing plan grants to support the
development of businesses’ plans

= Target Sector and Gold Key Grants help
businesses pay for
® trade mission and show expenses, or

® one-on-one meetings with prospective foreign
buyers/investors




Findings




I Stakeholders Support EFI's International
Trade Activities

» EFl collaborates with federal, state and
local partners to promote exporting and
foreign direct investment

» Business and government stakeholders
expressed favorable opinions of EFI’s
international trade and development
activities




EFI Cannot Accurately Assess Performance
Using Current Export Sales Data

» Data are largely unverified and may overstate
performance

= Of $2.1 billion in export sales, 11% reported as actual
sales, though amount is unverified

EFI International Trade

Development Foreign Offices
Fiscal Actual Anticipated Actual Anticipated
Year Export Sales Export Sales Export Sales Export Sales
2011-12 $56,276,133 $585,858,608 i $0 $3,500,000
2012-13 81,046,941 613,317,039 4,915,300 28,899,000
2013-14 97,690,492 694,608,021 3,183,108 25,354,000
Total $235,013,566 $1,893,783,6 $8,098,408 $57,753,000




Foreign Direct Investment Is Also
Difficult to Assess

» Divided responsibilities, different standards, and
lack of follow-up on foreign direct investment

= Activities are split between EFI International Trade and
Development and Business Development Units

" Projects credited at different project stages
® Foreign offices credited when leads referred to EFI

® EFI Business Development credited when FL contact/address
confirmed

" Foreign investment leads may or may not result in
completed projects



I EFI Could Enhance How It Measures Efforts to
Help Companies Diversify Exports

» Two types of businesses — New to exporting and

eX

» EF

panding exports to new countries

only recently began distinguishing between these

two types and has not established specific
performance goals

» Grant award process may limit applicant pool, with
the majority of grants awarded to a relatively small
number of businesses

36% of grant recipients received 63% of awards




I Other States Provide Models to Enhance
Assistance to Florida Exporters

Virginia and Washington appear to offer unique services

Virginia Leaders

in Export Trade Program

Export Washington—

« Two year program, 25
companies enroll each year

 Business export leaders share
expertise

e Provides up to $15,000
toward export-related
expenses

 Tracks company export
growth

China Accelerator Program

» Fee-based services include
shared office space, back
office administration, and
market development

 To assess overall
performance, the state’s
Department of Commerce
regularly surveys businesses




Recommendations




EFI Could Consider Several Recommendations to
Improve International Trade and Development Efforts

» Revise performance measures to distinguish
between anticipated sales and actual sales

» Establish specific goals for increasing the
number of companies new to exporting and
those expanding exports to additional countries

» Consider initiatives that provide additional
support to companies new to exporting
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