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l. Summary:

This committee substitute makes severd changes to provisons rdating to sate foreign office and
Enterprise Florida, Inc., reporting requirements, including:

revising the annua foreign office reporting date to December 1 for Horida foreign offices
under contract with Enterprise Florida, Inc., (Enterprise Forida) so that the reports can be
compiled and submitted to the Office of Tourism, Trade, and Economic Development
(OTTED) by Enterprise Forida as part of Enterprise Florida s annua report;

alowing Enterprise Horida to hire an economic andysis firm for its return-on-investment
report and asurvey firm for its customer- satisfaction survey as opposed to requiring the
use of a private accounting firm; and

revisng the due date of annud modificationsto Enterprise Florida s statewide Strategic
plan to January 31 in order to alow the Enterprise Florida board of directorsto review
and approve the strategic plan updates at its annua January board meeting.

This committee subgtitute aso:

amends s. 288.095, F.S,, to increase the cap — to $35 million from the current level of $30
million— on the total state share of tax refunds that may be scheduled for payment in

future fiscal years under the Qualified Defense Contractor and Qualified Target Industry
tax refund programs,

dtersthetimeline for OTTED approva of Qudlified Target Industry Tax Refund
Program refunds in order to improve the budgetary process for this program; and

amends s. 288.980, F.S,, to darify that OTTED may only utilize funds specificdly
appropriated for military base retention activities for such programs.
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This committee subgtitute substantialy amends the following sections of the Horida Statutes:
288.012, 288.095, 288.106, 288.90151, 288.905, and 288.980.

Il. Present Situation:

Enterprise Florida, Inc.

Created in 1992, Enterprise Florida, Inc., (Enterprise Florida) is a partnership between Florida's
government and business leaders and is the principa economic development organization for the
state.? Enterprise Florida's mission is to increase economic opportunities for al Floridians by
supporting the cregtion of quality jobs and globaly competitive businesses. It pursues this
mission in cooperation with its statewide network of economic development partners.

Enterprise Florida operates under a contract with the Office of Tourism, Trade, and Economic
Development (OTTED) and is responsible for developing specific programs and Strategies that
address creation, expanson, and retention of Forida business; the development of import and
export trade; and recruitment of worldwide business. In addition, Enterprise Horidais
respongble for:

aggressively marketing Florida' s rura and distressed urban communities as alocetion for
potentid new investment;

ng FHorida s competitiveness againg other business locations, and

incorporating the needs of small and minority businesses into economic devel opment,
internationa trade, and workforce development.

Reports by State of Florida Foreign Offices

Section 288.012, F.S,, requires each State of FHoridaforeign office to submit to OTTED, by
October 1 of each year, a complete and detailed report on its activities and accomplishments
during the preceding fiscal year. The report must provide information such as the number of
Florida companies asssted, the number of inquiries received about investment opportunitiesin
Florida, the number of trade |eads generated, the number of investment projects announced, and
the estimated U.S. dollar value of sales confirmations. Enterprise Forida maintains that these
reports should be part of its annua report (s. 288.906, F.S.) and, thus, should be submitted to
OTTED by adate more consstent with that annua report.

Tax Refund Programs

Qualified Defense Contractor Tax Refund Program (QDC Program): The QDC Program,
S. 288.1045, F.S,, isatoal to preserve and grow the state' s high technology employment basein
order to give the state a competitive edge as defense contractors consolidate defense contracts,

! See “Profile No. 6097,” Florida Gover nment Accountability Report, Florida Legidature' s Office of Program Policy
Anaysis and Government Accountability, http:/mww.oppaga.state.fl.us/profiles/6097/, January 19, 2001.

2 See s 288901, F.S
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acquire new contracts, or convert to commercia production. 3 Pre-approved projects receive tax
refunds of up to $5,000 per job created or saved in Florida. Conversion of defense jobsto
civilian production, acquisition of anew defense contract, and consolidation of a defense

contract are considered eligible projects.

Qualified Target Industry Tax Refund Program (QTI Program): The QTI Program, s. 288.106,
F.S.,, isanother one of the state’ s economic development incentives. Under the program, digible
businesses may receaive refunds of previoudy paid taxes, based upon the creation of jobs at a
ceatan sday leve.

As currently written, s. 288.106, F.S., creates a Situation in which it is necessary to appropriate a
larger amount for the QTI Program than will actudly be paid to QTI Program busnessesin a
given year, with the mgority of those payments being made from funds certified forward at the
end of thefisca year. Each August, when the Legidative Budget Request is prepared, OTTED
requests sufficient gppropriations to cover dl tax refunds scheduled in active tax refund
agreements and dlows a small amount for new projects that may be approved and have tax
refunds due in the following year. However, mog of the funds will not actualy be disbursed
until after the end of the year for which the funds are budgeted — a potentia spread of more than
two years. When combined with the fact that the appropriations process begins nine months
before the fiscal year begins and gppropriation decisons are findized in April of the previous
fiscal year, the problems in estimating the required appropriation for the QTI Program are
magnified. The following factors further complicate the gppropriations process for the program:

The QTI Program is an incentive program. Businesses must be gpproved before they have
made a decision to expand or locate in Florida.

Thereisatime lag between a QTI Program business' decision to expand or locate in
Horida and the creation of the jobs and payment of taxes.

The QTI Program is performance-based, and, therefore, actua tax refund payments are
not made until a QTI Program business has created the jobs and is paying the wages upon
which the incentive approval was based.

Not al of the businesses gpproved for the QT1 Program fully achieve the agreed-upon job
creation and wage levd, but thisis not known until a business has submitted its tax
refund claim and the information has been verified.

Asdlowed by gatute, most QT1 Program businesses wait until the end of the fiscd year
to submit clams. Because the claims must be reviewed and verified before payment is
made, refund payments are pushed past the end of the fisca year.

Knowing that not al the funds gppropriated will actudly be paid out in refunds (since some
businesses will drop out of the QTI Program during that two-year window and some clams will
be disapproved), it might appear reasonable to gppropriate a smaller amount based on an
estimate of actua payments. However, current law requiresthat, if the Legidature does not
appropriate an amount sufficient to pay dl of the refunds scheduled in active agreements,
OTTED must caculate what portion of each business refund could be paid from the

3 Information regarding the Qualified Defense Contractor Tax Refund Program is from Enterprise Florida, Inc., (December
2000).
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appropriation, and the businesses must be informed of the Stuation and told that they may only
receive a pro rata share of the tax refund the state has agreed to pay if they meet the performance
requirements. [s. 288.095(3)(b), F.S.] Having to inform businesses that the state may not meet its
QTI Program obligations would have negative consequences for the Sat€ s reputation in the
nationa and internationa business community. A more detrimenta Stuation could occur if the
estimate of actual payments to be made under this scenario was not accurate and digible
businesses did not receive the contracted amount of tax refunds.

Section 288.095, F.S., imposes a cap on the totd state share of QDC and QT tax refund
payments scheduled in dl active certifications for afiscal year. For FY 2000-2001, the cap is
$24 million; for subsequent fiscd years, the cap is $30 million. Based on thetotd financia
obligations for projects aready approved and under contract and projects that OTTED believes
will be approved in the future, OTTED estimates the following project commitment levels®

Fiscal Year Estimated Project Commitment Level
2001-02 $ 26,672,000
2002-03 $ 32,320,000
2003-04 $ 35,306,000

Military Base Retention Grants

Section 288.980(2)(a), F.S., provides that OTTED is authorized to award grants from any funds
availableto it to support activities related to the retention of military ingtalations potentialy
affected by federal base closure or redlignment. In recent fiscal years, OTTED has referenced
this section when utilizing excess QT Program appropriations for military base retention
activities viainterim budget changes.

Reporting Requirements of Enterprise Florida

Enterprise Horidais required, under the provisons of s. 288.90151(8), F.S., to contract with a
“private accounting firm” to conduct annua return-on-investment and customer- satisfaction
reports. According to Enterprise Florida, the requirement to hire a*“ private accounting firm,”
rather than an economic analysis or survey firm, unnecessarily elevates the cost of the reports.

Section 288.905, F.S., requires Enterprise Florida to devel op a statewide strategic plan for
economic development and provide annual updates of the statewide strategic plan to the
Governor and the Legidature by January 1 of each year. However, the Enterprise Florida board
of directorstypicaly meets soon after this deadline, thus forcing the board to approve changesto
the gtrategic plan gpproximately three months prior to its submisson to the Governor and the
Legidaiure.

[I. Effect of Proposed Changes:

This committee substitute makes severd changes to provisonsrelaing to state foreign office and
Enterprise Horida, Inc., reporting requirements. This committee substitute also increases the

* Source: Enterprise Florida, Inc.
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total annud tax refund payment cap for the Quaified Defense Contractor and Qudified Target
Industry tax refund programs, dters the timeline for approva of Qudified Targeted Industries
Tax Refund Program refunds by the Office of Tourism, Trade, and Economic Development
(OTTED), and darifiesthat OTTED may only utilize funds specificaly gppropriated for military
base retention activities for such programs. The following is a section-by-section andyss of this
committee subgtitute.

Section 1. Thissection amends s. 288.012, F.S,, to revise the reporting date for Florida foreign
offices under contract with Enterprise Florida, Inc., (Enterprise Horida). Information from the
foreign officesis dueto OTTED by December 1, rather than October 1, of each year. The reports
must be compiled and submitted to OTTED by Enterprise Florida as part of Enterprise FHorida's
annua report (s. 288.906, F.S.).

Section 2. This section amends s. 288.095, F.S., to increase the cap — to $35 million from the
current level of $30 million — on the total state share of tax refunds that may be scheduled for
payment in future fisca years under the Qudified Defense Contractor and Qualified Target
Industry tax refund programs. Tax refund payments under these programs are paid out over a
period of years. The cap on the amount of payments that can be scheduled in future years affects
the ability to enroll new businesses in the program today because a new business cannot be
enrolled if that would mean that the amount of payments scheduled in afuture year exceeds the
cap. By raising the cap on the amount of permissible future payments, this committee subdtitute
has the effect of dlowing program administrators to enroll additiond businesses in the program,
thereby increasing the likdly total amount of refunds scheduled for payment in future years.

Section 3. This section amends s. 288.106, F.S,, by dtering the timeline for approva of
Qudified Target Industry Tax Refund Program (QTI Program) refunds in order to improve the
budgetary process for this gppropriation. For al new QTI Program projects, or existing projects
that request any modification to their agreement, QTI Program tax refund daimswill be due by
January 31 of each fiscal year for the jobs created by December 31 of that same fisca year. The
refunds associated with those dlams will be paid out of the gppropriation for the following fisca
year.

Under the new timeline, OTTED will know which businesses have submitted clams by the time
the legidative sesson begins. By the time the legidative budget is complete, some of the daims
that had been scheduled for the coming fiscal year can be iminated, thus reducing the amount
of the appropriations request. OTTED will dso have had an opportunity to evauate the clams
before the fiscal year has begun and, with the exception of possible gppeds, will be able to pay
clams at the beginning of the fiscd year rather than after the end of the year.

The full advantages of these changes will not be redized immediately because they can only be
applied to new QTI Program agreements, or to amended agreements, because the time frames
and prerogatives oecified in exigting agreements must be honored. However, over a period of
severd years, these changes will significantly reduce the amount of QTI Program funds
gppropriated over actud refund payments and eliminate the problem of excessve forward
certification of QTI Program funds for payment after the end of the fisca year.
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Section 4. This section amends s. 288.90151, F.S,, to dlow Enterprise Floridato hire an
economic analyss firm for its return-on-investment report and a survey firm for its customer-
satisfaction survey as opposed to requiring the use of a*“private accounting firm.” According to
Enterprise Florida, this change does not preclude the use of an accounting firm but alows
Enterprise Florida the option of reducing cogts through the use of “equaly competert dternative
resources.”

Section 5. This section amends s. 288.905, F.S,, to revise the due date of annua modifications to
Enterprise Horida s statewide strategic plan to January 31 (from January 1). The new due date
will dlow the Enterprise Florida board to review and approve the Strategic plan updates at its
annua January board meeting prior to submission of the changes to the Governor and the
Legidature.

Section 6. This section amends s. 288.980, F.S,, to clarify that OTTED may only utilize funds
specificaly appropriated for military base retention activities for such programs.

Section 7. This section provides that this act shall take effect on July 1, 2001.
Constitutional Issues:
A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:

None.

C. Trust Funds Restrictions:

None.
Economic Impact and Fiscal Note:
A. Tax/Fee Issues:

This committee subgtitute amends s. 288.095, F.S,, to increase the cap — to $35 million from
the current level of $30 million — on the total state share of tax refunds that may be
scheduled for payment in future fiscal years under the Qudified Defense Contractor and
Qudified Target Indudtry tax refund programs. The tota amount of tax refund claims
approved for payment by the Office of Tourism, Trade, and Economic Development
(OTTED) based on actua project performance may not exceed the amount appropriated to
the Economic Devel opment Incentives Account for such purposes for the fiscd year.

[s. 288.095(3)(b), F.S|]

Furthermore, as aresult of the amended Qudified Target Industry Tax Refund Program
(QTI Program) timeline under s. 288.106, F.S., OTTED will know which businesses have
submitted claims by the time the legidative session begins. Over aperiod of severd years,
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VI.

VII.

VIII.

this change will significantly reduce the amount of QTI Program funds appropriated over
actud refund payments and iminate the problem of excessive forward certification of QTI
Program funds for payment after the end of the fisca year.

This committee subgtitute a'so amends s. 288.980, F.S,, to clarify that OTTED may only
utilize funds specificaly appropriated for military base retention activities for such
programs.

B. Private Sector Impact:

Additiona businesses may be able to take advantage of the Qualified Defense Contractor
and Qualified Target Industry tax refund programs. This committee subgtitute dso amends
s. 288.106, F.S,, to dter the timeline for approva of QTI Program refunds in order to
improve the budgetary process for this appropriation. For al new QTI Program projects, or
existing projects that request any modification to their agreement, QTI Program tax refund
clamswill be due by January 31 of each fisca year for the jobs created by December 31 of
that samefisca year. The refunds associated with those claims will be paid out of the
gopropriation for the following fisca year. According to OTTED, this timeline change will
not significantly affect the QT1 Program projects to which it will be applied (i.e., new
projects and existing projects that request any modification to their agreements).

C. Government Sector Impact:

Various reporting requirements will change for Enterprise Florida, Inc., and state foreign
offices. This committee subgtitute so amends s. 288.106, F.S,, to dter the timeline for
approva of QTI Program refundsin order to improve the budgetary processfor this
appropriation.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

This Senate staff anadyss does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




