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l. Summary:

Committee Subgtitute for Senate Bill 30-B provides a series of measures designed to simulate
the state’ s economy. These measures promote recruitment, retention, and expansion of job-
generaing bus nesses throughout the state and provide incentives for capital investiment and
spending during the current economic downturn. To accomplish these ends, the committee
subgtitute offers tax credits and refunds for businesses, provides down payment assstance to
homebuyers, encourages the growth of the information-technology industry in this state, and
delays implementation of congtruction regulations. The committee subgtitute also provides for
technical assstance and crisis management to aid small businesses during periods of economic
crigs. Themgor provisons of the committee substitute are as follows:

Capital Investment Tax Credit: The committee subgtitute temporarily broadensthe
eigibility criteriaand award structure of the Capitd Investment Tax Credit Program. Under
the expanded criteria, qudifying economic stimulus businesses are digible if they apply by
April 1, 2002, for projects that begin construction by December 31, 2002. (See page 9 of this
andyss)

Economic Development Trugt Fund: The committee subgtitute improves the efficiency of
the budgeting process for the Qudified Defense Contractors (QDC) and Qualified Target
Industry (QT]) tax refund programs. (See page 11 of thisanayss)

Tax Refund for Qualified Defense Contractors (QDC) and Aviation-Industry
Businesses. The committee subgtitute creates atax refund program for qudified aviation
industry businesses similar to the current QDC program, expands the existing program’s
refund- prorating provisons for participating firms, and temporarily alows firmsthet fail to
meet agreed targets to request an exemption from losing tax refunds or certifications to
remain in the program. (See page 12 of thisanalyss)



BILL: CS/SB 30-B Page 2

Tax Refund Program for Qualified Target Industry (QTI) Businesses. The committee
subgtitute expands the QTI program’ s refund-prorating provisons for participating firms,
temporarily dlowsfirmsthat fail to meet agreed targets to request an exemption from losing
tax refunds or certifications to remain in the program, and improves the efficiency of the
budgeting process for the QTI program. (See page 14 of thisandyss)

Extended Homeowner ship Assistance Program: The committee subgtitute expands
dighility of no-interest loans for home mortgage down payments and closing costs to
include families earning at least 150 percent of the state or county median income and limits
loan amounts to 10 percent of the home' s vaue. (See page 17 of thisanalyss)

Small Business Crisis Management Team: The committee substitute directs Enterprise
Florida, Inc., to creaste a Small Business Cris's Management Team that can be activated
quickly, for temporary periods of time, to assst smdl businesses in the Sate during periods
of economic crigs or sustained economic weakness. (See page 18 of thisandyss)

Florida Airport Authority Act: The committee substitute requires each county with a
population of more than 2.1 million people (Miami-Dade County) to conduct a countywide
referendum, giving voters the opportunity to gpprove the cregtion of an airport authority. The
committee subgtitute provides for the establishment and operation of the airport authority, if
creation of an authority is approved by voters. (See page 19 of thisandysis.)

Emerging and Strategic Technologies: The committee subgtitute provides policies that
promote a business climate in the state conducive to the growth of high-technology
businesses by encouraging increased access to capital and skilled workers, by including
economic development within the mission of the postsecondary education system, and by
spedificaly induding the information-technology industry within the scope of certain

exigting economic development incentive programs. Portions of the committee subgtitute
emanate from recommendations of the Information Service Technology Development Task
Force. (See page 20 of thisandyss)

Florida Building Code: The committee substitute delays the effective date of the new
Florida Building Code by three months, from January 1, 2002, to April 1, 2002, and makes
related changes to the code. (See page 25 of thisandysis)

Tourism Promotion: The committee subgtitute requires Visit FHoridato make every effort to
give priority to Florida- based and minority-owned vendors when expending public funds for
tourism promotion. (See page 29 of thisanayss.)

The committee subgtitute substantialy amends the following sections of the Horida Statutes:
159.26, 159.27, 159.705, 220.191, 240.105, 240.710, 288.095, 288.1045, 288.106, 288.108,
445.045, 553.415, and 627.0629. The committee substitute creates the following sections of the
Florida Statutes: 121.155, 332.201, 332.202, 332.203, 332.204, 332.205, 332.206, 332.207,
332.208, 332.209, 332.210, and 332.211. The committee substitute aso creates unnumbered
sections of the Florida Statutes.

Present Situation:

The National Economy

Following a decade of expansion, the United States economy began a dowdown in mid-2000.
During 2001, the Gross Domestic Product (GDP) dowed to a practicd standstill with real GDP
growing by 0.3 percent in the second quarter of 2001. Economic forecasts from August 2001
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found the economy was close to recession, but estimated a dightly greeter than even chance the
United States would have avoided arecession. If consumer spending perssted, the forecasts
predicted the economy would have averted arecesson. The terrorist attacks of September 11,
2001, on the World Trade Center and the Pentagon have focused attention on the weakened
condition of the economy, a condition exacerbated by the impacts of the attacks. Economic
forecasts from October 2001 reflect these impacts and anticipate a recession is now inevitable.

Increased uncertainty has led to sharp declines in consumer confidence and discretionary
gpending. In testimony before the Joint Economic Committee of the United States Congress on
October 17, 2001, Alan Greenspan, chairman of the Federa Reserve Board, recognized these
effects “The pronounced rise in uncertainty aso has damped consumer spending and capita
investment; households and businesses, confronted by helghtened uncertainty, have pulled back
from the marketplace, though that withdrawal has been partid and presumably temporary.”

Businesses have responded to declining economic conditions with plant closings and mass
layoffs. The netiona unemployment rate, reported at 4.9 percent in September 2001, is now
expected to peak around 6.0 percent in mid-2002.

The weakened economy and post-attack recession have been especialy harsh to aviation and
tourism, indudtries important to Forida s economy. In his testimony, Greenspan acknowledged
the concentrated impacts on these indugtries: “ Overdl airline passenger traffic, while above its
mid- September lows, was Hill off consderably in early October from pre-attack levels.
Smilarly, the hospitadity and entertainment industries have overcome some of their earlier
difficulties but continue to sruggle” The difficulty facing the aviation and tourism indudtries are
reflected in lowered prices for airfares, hotdls, and rental cars.

The pogt-attack forecasts predict a short recession. Fiscal and monetary policies are expected to
dimulate recovery by mid-2002. A modest upturn is anticipated in the first quarter of 2002,
followed by aresumption of consumer spending. Redl GDP is expected to riseto at least 4.0
percent in the third quarter of 2002. However, the forecasts assume both businesses and
consumers will return to normal habits during this autumn and winter. The forecasts al'so assume
that increased security will foresta| further terrorist attacks in the United States for the near
future and that the United States military counterattack will have no more than a brief impact on
consumer confidence.

Federal Gover nment’s Response to Economic Downturn

In response to the weakened economy and post-attack recession, the federal government has
begun stimulative monetary and fiscal policies. The Federd Reserve lowered short-term interest
rates nine times in 2001, lowering the federa funds rate from 6.5 percent in early January to 2.5
percent in October. Economic anaysts expect the Fed will cut interests rates another 0.5 percent
to 2.0 percent before the end of 2001.

Less than one week after the terrorist attacks, the United States Congress provided $40 hillionin
emergency funds to mitigate and respond to the attacks, combat domestic and internationd
terrorism, increase trangportation security, repair the public facilities and transportation systems
damaged by the attacks, and support nationa security. Severad days later, Congress enacted the
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Air Trangportation Safety and System Stabilization Act (act). The act provides $5 hillion in
emergency assstance to compensate air carriers for losses resulting from the temporary
shutdown of the nation’ s airgpace and the severe drop in passenger traffic since the atacks. The
act alocates $4.5 hillion to passenger carriers and $0.5 billion to cargo carriers. Additionaly, the
federd act createsthe Air Carrier Guarantee Loan Program, which provides $10 billion in loan
guaranteesfor air carriers who suffered losses due to the attacks, but for whom credit is not
otherwise reedily available.

In the aftermath of the terrorist attacks, the United States Small Business Adminigtration (SBA)
began to provide Economic Injury Disaster Loans to businesses located in communities declared
disaster areas by the President of the United States. Effective October 22, 2001, the SBA
expanded digibility for the loans to smdl businesses located throughout the country. The loans
are available to a smdl businessthat is unable to meet, but could have met, ordinary and
necessary operating expenses as aresult of the terrorist attacks or federa action taken asa
consequence of the attacks. Each loan is limited to a maximum of $1.5 million per business and
must be repaid within a maximum of 30 years at a maximum interest rate of 4 percent.

In early October 2001, the President of the United States proposed $75 hillion in tax incentives
for economic recovery. To provide these incentives, Rep. William M. Thomeas (R-Calif. 21st)
introduced the Economic Security and Recovery Act of 2001 (H.R. 3090) in the House of
Representatives. As of the date of this andys's, Congress has not enacted the legidation.

Severd hills have been introduced in Congress intended to assist the travel and tourism industry.
One of these hills, the Tourism Revitdization and Vaued Employee Labor Act of 2001 (H.R.
3140), would:

Provide subgstantid federd funding, with private-sector support and input, for advertisng
campaigns to encourage travel to and within the United States,

Provide aworkforce tax credit for training, retention, and hiring of travel and tourism
industry workers; financid assistance to help employees meet COBRA payments and
maintain their hedth insurance; and payrall tax rdief for employers and employees;

Provide a $500 tax credit ($1,000 for taxpayers filing jointly) for enumerated persona travel
expenses for trave originating and occurring within North America (airplane, cruise, train
and bus tickets, hotel and motel accommodations, and rental cars, but not meals) through the
end of 2002;

Restore full deductibility for those business entertainment expenses, including meds, that are
now subject to a 50-percent deduction through the end of 2002; and

Expand the dlowance for the carry back of net operating losses for taxpayersin the travel
and tourism industry beyond the current two-year limit for losses atributable to the period
from September 12, 2001, to December 31, 2002.

The President aso proposed a Back-to-Work Relief Package. Among its features, the package:

! The Travel AmericaNow Act of 2001 (H.R. 3041, S. 1500) includes a subset of the provisionsin H.R. 3140.
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Extends unemployment benefits by 13 weeks (beyond the covered 26 weeks) using federd

fundsin those states where unemployment increases by more than 30 percent of the rate

before the terrorist attacks.

Provides $3 hillion in Nationd Emergency Grants from the United States Department of

Labor to asss didocated workers in states experiencing plant closings or mass layoffs. A

gtate would be digible for agrant if the Governor certifies the events of September 11, 2001,

contributed importantly to the closures, layoffs, or didocations in the state. The grants would

be used to:

[0 Extend unemployment benefits (in states not otherwise eigible for extended benefits) for
clamants enrolled in job training.

[0 Provideincome support for clamants who are indigible for unemployment, but who
demondrate sufficient employment and who are enralled in job training.

[0 Provide fundsfor job search and training services, including customized training,
placement assistance, and rel ocation assistance.

Congress has not enacted the President’ s proposal, but a version of the Back to Work Act of
2001 (H.R. 3112) wasintroduced in the House of Representatives by Rep. John A. Boehner (R-
Ohio 8th).

Florida's Economy

Before September 11, 2001, the state' s economy had begun to show signs of weakness. For
example, declinesin anticipated tax collections led the Revenue Estimating Conference to

predict a $673.2 million shortfdl in the gate budget. The sate€' s unemployment rate averaged
about 3.6 percent throughout 2000. From January to July 2001, unemployment rose from 3.8 to
4.2 percent. In Augus, the state' s unemployment rate grew to 4.3 percent.

Pardld to the nationa economy, the terrorist attacks have exacerbated Florida s economic
conditions. In October, the Revenue Estimating Conference downwardly revised estimated tax
collections by $644.3 million, bringing the state' s cumulative budget shortfal to $1.32 hillion.
Employers throughout the state have begun layoffs. As reported by the Agency for Workforce
Innovation, initid unemployment claims started to climb in September, but spiked in October.
Preiminary data from the United States Department of Labor show the state’' s unemployment
rate in September remained at August’slevel of 4.3 percent. Estimated from October’ sfirst two
weeks of clams, initia clamsfor the month are expected to reach 82,500. By comparison, initia
clams averaged 46,306 per month for the first nine months of 2001 (including July’ s seasond
high of 60,097 clams).

The federd Worker Adjustment and Retraining Notification (WARN) notices are another
indicator of the gtate’ s layoffs. Under federd law, larger employers must provide WARN notices
to employees at least 60 days before plant closings and mass layoffs. In generd, WARN notices
are required for employers who have 100 or more employees. From January 1 to October 25,
2001, 200 WARN notices have been filed in FHoorida. More than 40 percent of these were filed
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after September 11. Of the 81 notices filed after September 11, amost 60 percent are attributed
to dedlinesin aviation and tourism.?

Tourism

Tourism and recregtion are asgnificant part of Florida s economy. Last year, the State attracted
71.5 million visitors, making it the second-most visited state in the nation behind California®

The Tourism/Recresation sector of the state' s economy generated $50.7 billion of taxable sales, or
approximately 10 percent of Florida s gross state product for 2000.* These sales led to more than
$3 hillion in state sdes tax collections, more than $335 million in loca option tourist

development tax collections, and more than $146 million in rental car surcharge tax collections:®
Moreover, more than 840,000 of the state’s 7.2 million jobs are directly related to tourism,
including workersin the cruise, airline, restaurants, hotels, theme parks, and attractions

indugtries. It is estimated that another 400,000 jobs are indirectly related to tourism.

The nationa economic dowdown was dready sgnificantly affecting the state tourism industry
prior to the events of September 11. Because more than haf of the sate' s vistors arrive by air,
the terrorigt attacks further disrupted tourism by shaking public confidence in flying. As arlines
announced layoffs, state hotels, travel bureaus, renta car companies, cruise lines, and attractions
reported sgnificant declinesin business.

Hard data regarding the impact of the recesson and terrorist attacks on the tourism industry will
not be available for sometime. According to Vist Horida, the state' s officid tourism marketing
agency (s. 288.1226, F.S.), “the impact of recent events on tourism isimpossible to confidently
quantify at thistime. The consensus of industry experts is that American consumers were, in
effect, paradyzed immediately and gradualy began to resume activities. Compounded by the
downturn trending in the American economy before September 11, the working hypothesisis
that tourism will be set back by 10 percent to 20 percent and may take up to one year to regan

2 From September 11 to October 25, 2001, 48 WARN notices were filed in Florida relating to aviation or tourism: 37 are
classfied as* Trangportation and Warehousing”; 8 as* Accommodation and Food Services’; and 3 as* Arts, Entertainment,
and Recregtion.”

3 Sources Visit Florida, 2000 Florida Visitor Study, 2001, p. 2; Travel Industry Association of America, Travel scope, 2000.

* Tourism/Recrestion taxable sales resuilts indude both resident and visitor spending in the following sales categories (by
percentage of total taxable tourism/recreation sdesin 2000, for the top four categories): restaurants/lunchrooms (37.00
percent); hotels, gpartment houses (23.92 percent); admissions (11.66 percent); rental of tangible property (10.68 percent);
jewery, legther; taverns, nightclubs; gift, card, and novelty shops; photographers, photo supplies; parking lots, boat dockings;
cigar stands, tobacco supplies, newsstands; and, holiday season vendors. Source: Visit Horida, 2000 Florida Visitor Study,
2001, p. 45-46.

® Counties may levy atourist development tax or “bed tax” at therate of 1to 5 percent of thetotal charge for the lease or

rentd of living accommodationsin any hotel, gpartment hotel, motel, resort motel, gpartment, apartment motel,

roominghouse, mobile home park, recregtiona vehicle park, or condominium for aterm of six monthsor less. (s. 125.0104,

F.S)) In December 2000, 47 counties had indtituted a bed tax. The rental car surcharge isa$2 per day charge for thefirst

thirty days of arental or lease of avehide. (s 212.0606, F.S.). Source: Vist Florida, 2000 Florida Visitor Study, 2001, p. 48-
49,
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current levels”® However, AAA Auto Club South is attempting to gauge the condition of the

tourism indudtry in the southeastern U.S. with itsweekly “AAA Travel Barometer.” In its latest
barometer, AAA reports:

For the week ending October 19, 2001, ticket sales for theme parks and other attractions
increased 15 percentage points to 80 percent of year 2000 sales,

Airlineticket sdes were stable a 66 percent of year 2000 levels, adecline of 4 percentage
points from the previous week;

Overdl travel agency sdes, composed of cruises, tours and airline tickets, declined 7
percentage points to 56 percent of year 2000 saes after again of 4 percentage points the
previous week. However, when this measurement is price-adjusted to remove the impact of
current deep discounts on tours and cruises, these sales represent 68 percent of last year's
volume and

Hotdl reservations dropped 18 percentage points last week to 79 percent of year 2000 levels
but are ill 17 percentage points higher than they were the week ending September 14, 2001.

In order to stimulate state tourism, Visit Floridais proposing a$30 million marketing campaign.’
The campaign would emphasize product and value- oriented messages, address genera and
multi-culturd markets, maintain flexibility to respond to changing market conditions and
campaign performance, and leverage investment with co-op partners.

Aviation

Enterprise Florida, Inc., the state€' s principal economic organization (s. 288.901, F.S.), estimates
that Florida has 1,485 aviation companies, employing approximately 91,000 direct employees.
These companies generate an estimated $16.7 billion in sdles annually.®

The dradtic drop in passenger flying following the events of September 11 grestly affected the
date' s aviation industry. Commercia and generd aviation companies dike reportedly suffered
large losses from the decrease in air traffic. Additiondly, many smdl aviation companies were
not able to resume flight activity because of Federd Aviation Adminigration (FAA) regulations
on flight path designations, thus impacting businesses that rely on smal aviation flights. From
September 19 to 24, 2001, Enterprise Florida, Inc., and the Governor’s Office of Tourism, Trade,
and Economic Development (OTTED) conducted an industry-wide survey to estimate the
economic impact of the terrorist attacks on the stat€’ s airports, airlines, and tourism-related
businesses.® The survey indicates that much of Florida's aviation and aviation support companies
have suffered sgnificant economic impact due to the terrorist attacks. Specificaly, the survey’'s
findingsindude:

6 Visit Florida, Tourism Presentation to Senate Commer ce & Economic Opportunities Committee, October 10, 2001.

" Visit Florida proposes afunding plan with approximately $8 million from its current budget, $2 million from its emergency
economic risk fund, and $20 million from other state sources.

8 Enterprise Florida, Inc., and various Florida Aviation Trade Associations, Impacts on Florida’ s Aviation Industry asa
Result of September 11 Terrorists’ Attacks September 25, 2001, p. 4.

%1bid.
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Eighty-nine percent of FHorida aviation companies are estimated to have suffered a
“dgnificant” to “ devadtating” impact;

Eighty percent of Horida aviation companies will layoff a portion of their workforce;
Approximately 49 percent of Florida s aviation industry may reduce employee pay as much
as 26 percent; and

Lost revenueis anticipated to be, on the average, as high as 53 percent in the first 30 days
since September 11 and as high 33.9 percent over the next year.

Between October 22 and 24, 2001, the FAA opened the skies over 12 more cities, including
Miami and Orlando, to dl private planes, leaving only Washington, New Y ork, and Boston with
limits on smd| arcraft. The action dlows pilots in the 12 cities to resume flying under what are
known as visud flight rules, in which the pilot islow enough in the sky in good wegther to
navigate by landmarks on the ground and is not required to file aflight plan.

Florida'sInitial Response to Economic Downturn

In response to the state’ s weskened economy, the State of Florida has implemented severa
immediate measures to mitigate the effects of the economic downturn. For example, on
September 25, 2001, the Governor and Cabinet directed state agencies with employees caled to
active military duty to receive full civilian pay, in addition to their military pay, for thefirg 30

days of active duty. Theresfter, state employees will receive compensation necessary to raise
their military pay to their civilian pay level and continue their existing benefits.

On October 4, 2001, the Governor established “ Operation Paycheck.” The program emphasizes
short-term job training for didocated workers and job placement services in high-demand
employment sectors currently experiencing worker shortages, such asinformation technology,
hedlth care, and construction. Community colleges, technica centers, and universities will

provide accel erated training options for Operation Paycheck participants. Federal Workforce
Investment Act (WIA) funds pay for tuition, fees, books, childcare, and transportation for
program participants. Workforce Development Education Funding is used for vocationa
certificate training. Additionally, on October 17, 2001, Workforce Florida, Inc. (WFI), redirected
$10 million in workforce funds to Operation Paycheck for fisca year 2001-2002.

Findly, the Agency for Workforce Innovation, in conjunction with WH, has begun
implementation of aplan to assst those areas hit hardest by the economic downturn. The plan
includes:

Redirecting as much as $30 million to workforce projects in communities most impacted by
unemployment.

Deploying additiona staff to handle the increased need for job placement, training, and
unemployment daims processing in the affected aress.

Enhancing marketing activities in the affected areas to increase awareness of available
workforce services and promoting the ability to file for unemployment over the Internet.
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Promoting the Short-Time Compensation Program, which permits employersto avert layoffs
by reducing work hours for groups of employees, dlowing them to become digible for
partid unemployment benefits.

Identifying clamants for unemployment who are former welfare recipients and who may be
digible for welfare trangtion services, including job placement and job training.

Effect of Proposed Changes:

The committee subgtitute provides a series of measures designed to simulate the state’'s
economy. These measures promote recruitment, retention, and expansion of job-generating

busi nesses throughout the state and provide incentives for capital investment and spending
during the current economic downturn. To accomplish these ends, the committee subgtitute
offerstax credits and refunds for businesses, provides down payment assstance to homebuyers,
encourages the growth of the information-technology industry in this state, and delays
implementation of congtruction regulations. The committee subgtitute also provides for technica
assgance and crisis management to aid smal businesses during periods of economic criss.

Capital Investment Tax Credit (Section 1)

Present Situation: Section 220.191, F.S,, provides for the Capital Investment Tax Credit (CITC)
Program to dlow a* quaifying business’ which establishes a“ qudifying project” in this date to
receive an annud credit againg the corporate income tax liability or the premium tax ligbility
generated by the project. The term “quaifying project” is defined as anew or expanding facility

in this gate which creates at least 100 new jobsin this state and isin one of the high-impact

sectors identified by Enterprise Florida, Inc., and certified by the office pursuant to s. 288.108(6),
F.S., including, but not limited to, aviation, aerospace, automotive, and silicon technology
industries'® As of October 22, 2001, there were six active CITC Program projects. According to
the Governor’ s Office of Tourism, Trade, and Economic Development (OTTED), no CITC
projects have reached the stage where they are actudly taking the CITC credit.

An annud credit is granted to any quaifying businessin an amount equa to 5 percent of the
eligible capitd costs generated by a qudifying project, for a period not to exceed 20 years
beginning with the commencement of operations of the project. The term “digible capita costs’
isdefined as dl expensesincurred by a qualifying business in connection with the acquistion,
condruction, ingalation, and equipping of aquaifying project during the period from the
beginning of congtruction of the project to the commencement of operations. Eligible capita
cogts do not include the cost of any property previoudy owned or leased by a qudifying
business. The sum of al tax credits provided for aqualifying project cannot exceed 100 percent
of the éligible capital costs of the project. Tax credits cannot be carried forward or backward by
any quaifying business with respect to a subsequent or prior year.

10 The High-1mpact Business Performance Incentive Grants (HIP1) Program, s. 288.108, F.S,, is another one of the state's
economic development incentives used to atract and grow mgjor high impact facilitiesin Florida. Under the program,
digible businessssin designated high-impact sectors (e.g., silicon technology, transportation equipment manufacturing) may
receive a busi ness performance grant based on investment and employnent goals. As of October 22, 2001, there werefive
active HIPI Program projects. These projects have been awarded approximately $29.8 million and are scheduled to provide
2,000 new jobs. As of October 22, 2001, there have been $9.5 million in actud disbursementsto HIPI Program businesses,
which have crested 284 new jobs.



BILL: CS/SB 30-B Page 10

The annud tax credit granted under the CITC Program shall not exceed thefallowing
percentages of the annua corporate income tax ligbility or the premium tax ligbility generated by
or arisng out of aqualifying project:

One hundred percent for a qudifying project which results in a cumulative capitd invesment
of at least $100 million.**

Seventy-five percent for aqudifying project which resultsin a cumulaive capita investment
of at least $50 million but less than $100 million.

Fifty percent for aqualifying project which resultsin a cumulative capitd investment of at
least $25 million but less than $50 million.

A qudifying project which resultsin acumulative capita investment of less than $25 millionis
not eigible for the capitd investment tax credit.

Effect of Proposed Changes. The committee subgtitute amends s. 220.191, F.S., to temporarily
broaden the digihility criteriaand award structure for the Capitd Investment Tax Credit (CITC)
Program. The committee substitute cregtes anew category for digibility under the program. This
new category, “qualifying economic simulus business,” is defined as a business that establishes
a“quaifying economic stimulus project” and that is certified by the Governor’s Office of

Tourism, Trade, and Economic Development (OTTED) on or before April 1, 2002, to receive tax
creditsunder s. 220.191, F.S. The term “qualifying economic stimulus project” is defined asa
new or expanding facility in this state which creates at least 50 new jobsin this sate and isin

one of the target industries identified under s. 288.106(1)(0), F.S. (amuch broader category than
the High-Impact Business Performance Incentive Grants Program, under which projects are
qudified in current law).*? Construction on a quaifying economic simulus project, or on a
qudifying project with a cumulative capitd investment of at least $15 million but less than $25
million, must begin on or before December 31, 2002.

The committee subgtitute creates a new award structure for qualifying economic simulus
projects. The annua tax credit granted under s. 220.191, F.S,, shdl not exceed the following
percentages of the annua corporate income tax ligbility or the premium tax ligbility generated by
or arisgng out of a qudifying economic stimulus project:

Ninety percent if the quaifying economic stimulus project resultsin a cumuleive capitd
investment of a least $100 million.

Sixty-five percent if the qualifying economic simulus project results in a cumuleive capita
investment of a least $50 million but less than $100 million.

M The term “cumulative capital investment” is defined asthe total capital investment in land, buildings, and equipment made
in connection with aqualifying project during the period fromthe beginning of construction of the project to the
commencement of operations.

12 Section 288.106, F.S,, describesthe Qualified Target Industry (QTI) Tax Refund Program. At least 26 industries are
igible for the QTI Program, including appard and other textiles, business services, chemicas and allied products,
communications, corporate headquarters, €ectronic and other equipment, fabricated meta products, food and kindred
products, furniture and fixtures, research and devel opment, and wholesale distribution.
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Forty percent if the quaifying economic stimulus project resultsin a cumulative capital
investment of a least $25 million but less than $50 million.
Thirty percent if the qualifying economic simulus project results in a cumulative capitd
investment of at least $15 million but less than $25 million.

The committee subgtitute aso creates a new, lower award tier for “quaifying projects’

(40 percent of the annud corporate income tax ligbility or the premium tax liability generated by
or aigng out of aqualifying project which results in acumulative capitd invesment of & least
$15 million but less than $25 million), reduces the minimum cumulative capitd investment for
qudifying projects from $25 million to $15 million, and applies the new $15 million minimum
investment to qualifying economic stimulus projects.

Economic Development Trust Fund (Section 2)

Present Situation: Created in 1992, Enterprise Florida, Inc.,*® is a partnership between Florida's
government and business leaders and is the principa economic development organization for the
state.1* Enterprise Florida s mission is to increase economic opportunities for al Floridians by
supporting the creation of quality jobs and globaly competitive businesses. It pursues this

mission in cooperation with its satewide network of economic development partners. Enterprise
Florida operates under a contract with the Office of Tourism, Trade, and Economic Development
(OTTED) and is respongible for developing specific programs and strategies that address

creation, expansion, and retention of Horida businesses; the development of import and export
trade; and the recruitment of worldwide business. In addition, Enterprise Floridais responsible

for:

Aggressively marketing Florida's rurd and distressed urban communities as alocation for
potentid new investment;

Assessing FHorida s competitiveness againgt other business locations; and

Incorporating the needs of smal and minority busnessesinto economic devel opment,
internationa trade, and workforce development.

Section 288.095, F.S,, creates the Economic Development Trust Fund within OTTED and
establishes the Economic Devel opment [ncentives Account within the trust fund. The Economic
Development Incentives Account consists of moneys gppropriated to the account for purposes of
the Qualified Defense Contractor (QDC) Tax Refund Program (s. 288.1045, F.S.) and the
Quadlified Target Industry (QTI1) Tax Refund Program (s. 288.106, F.S.), aswell aslocd financid
support provided under those sections.

Section 288.095(3), F.S., imposes a cap on the tota state share of QDC and QTI tax refund
payments scheduled in al active certifications for afisca year. For fiscd year 2001-2002, the
cgp is $30 million. During the 2001 Regular Session, the Legidature raised the cap for
subsequent fisca years to $35 million. This subsection aso provides that the tota amount of tax

13 See “Profile No. 6097,” Florida Government Accountability Report, Florida Legidature's Office of Program Policy
Anaysis and Government Accountability, http://Aww.oppaga.state.fl.us/profiles/6097/, July 10, 2001.

14 See 5288901, F.S.
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refund claims approved for payment by OTTED based on actua project performance may not
exceed the amount appropriated to the Economic Devel opment Incentives Account for such
purposes for the fisca year. In the event the Legidature does not appropriate an amount
aufficient to satisfy “projections’ by OTTED for tax refunds under the QDC and QTI tax refund
programsin afiscd year, OTTED must prorate the refunds. Section 288.095(3), F.S., dso
requires OTTED to submit to the board of directors of Enterprise Forida by September 30 of
each year, a complete and detailed report of al programs funded out of the Economic
Development Incentives Account.

Effect of Proposed Changes. The committee substitute amends s. 288.095, F.S., by conforming
certain terminology to changes made in the timeline for approva of QDC and QT tax refundsin
sections 3 and 4 of the committee substitute. The committee substitute also amends s. 288.095,
F.S., to revise the content and re-assign the respongibility from OTTED to Enterprise Florida for
completing and submitting the annua incentives report and changes the due date of the report

from September 30 to December 31 of each year. Enterprise Florida, Inc., isrequired to include a
separate analysis of theimpact of tax refunds on rural communities, brownfield areas, and
distressed urban communities. OTTED must assst Enterprise Florida, Inc., in the collection of

data related to business performance and incentive payments.

Tax Refund for Qualified Defense Contractorsand Aviation-1ndustry Businesses
(Section 3)

Present Situation: Finding that high technology jobsin the state were threstened by downsizing
in the nationa defense budget, the Legislature during a specia session in 1993 created atax
refund program designed to facilitate the employment of Florida citizens by defense contractors.
The Qudified Defense Contractor (QDC) Tax Refund Program authorized tax refundsto a
certified contractor that: 1) secured a new Department of Defense (DOD) contract, 2)
consolidated an existing DOD contract in Florida, 3) converted defense production jobs to non-
defense production jobs, or 4) contracted for the reuse of a defense-related facility (s. 288.104,
F.S., 1994 Supp.). The program was repealed effective December 1, 1994.2°

In 1996, the QDC program was re-created and codified in s. 288.1045, F.S. (See s. 1, ch. 96-348,
L.O.F.) In order to participate in the program and be dligible to receive tax refunds, a business

must apply to the Governor’s Office of Tourism, Trade, and Economic Development (OTTED)

for certification. The Statute prescribes information that must be submitted by a defense

contractor in order to be certified (s. 288.1045(3), F.S.). The QDC program features alocal
financia support component, under which an digible business must secure a resolution adopted

by county government which recommends the project and which indicates that the necessary
commitments of locd financid support for the busness exist. Loca financid support means

funding from loca sources, public or private, which is equa to 20 percent of the annua tax

refund for a qualified business (s. 288.1045(1)(o0) and (3), F.S.).

15 The Legidature had specified that the program would be repesled effective December 1, 1994, if no qualified applicant had
entered into avalid new DOD contract or begun consolidation of an existing DOD contract, which was expected to result in
the employment of at least 1,000 full-time employees. Because this condition was not satisfied by asingle qudified
gpplicant, the statute stood repealed.
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Approved applicants enter into an agreement with OTTED and may receive refunds based on the
payment of sales and use taxes, corporate income taxes, intangible persona property taxes,
emergency excise taxes, excise taxes on documents, and ad vaorem taxes. Tax refunds generdly
are paid to a participating business over a period of severd years. A quadified applicant may not
be qudified for any project to receive more than $5,000 times the number of jobs provided for in
the tax refund agreement.

As of October 17, 2001, there were two active QDC program projects. These projects are
scheduled to generate 350 new jobs and provide more than $1.6 million in future refunds to their
sponsoring businesses. As of October 17, 2001, there have been approximately $2.4 millionin
actual dishursementsto QDC program businesses, which have created or retained more than
1,100 jobs.

Effect of Proposed Changes. The committee subgtitute amends the Qudified Defense
Contractor (QDC) Tax Refund Program to create a comparable tax refund program for quaified
aviation-industry businesses. The committee substitute defines an aviation-industry business as
one engaged in activities that support generd or commerciad aviation, including the congruction,
repair, or maintenance of aircraft, aircraft power plants, aircraft parts, or aircraft accessories. To
be digible for tax refunds under the program, an aviation-industry business must creste or retain

a leadt five jobsin this state — paying wages that are 100 percent of the Statewide or area average
private-sector wage — through:

Securing a new multi-state, competitive aviationrindustry contract;

Consolidating multi- state operations in Florida;

Converting jobs in aviation-industry operations to nonaviation-industry operations; or
Expanding aviation-industry operations.

The business would be digible for refunds — equaling $5,000 per job retained or created — of
taxes previoudy paid. The digible taxes include those under the QDC program, plus aviaion
fuel taxes paid. For both qudified defense contractors and quaified aviation-industry businesses,
the committee subgtitute provides for the payment of prorated refundsif the business meets 80
percent of its agreed job targets and 90 percent of its agreed wage levels. Alternatively, a
business that isin breach of the terms and conditions of itstax refund agreement may request of
the Office of Tourism, Trade, and Economic Development (OTTED) an exemption from the
gatutory requirement that such businesses lose their certifications. To receive the exemption,
however, the business must establish that negative economic conditions in the business's
industry prevented the business from complying with the terms and conditions of its contract.
The tax refund program for aviationindustry busnessesis limited, in that an application for
certification must be submitted no later than June 30, 2003.

The committee substitute so makesrevisonsto s. 288.1045, F.S,, to specify that clamsfor tax
refunds must be submitted by January 31 for payment from the legidative gppropriation for the
following fiscd year. The changes are designed to enable OTTED to provide the Legidature
with amore accurate estimate of the annua gppropriation needed to satisfy tax refund claims.



BILL: CS/SB 30-B Page 14

Tax Refund Program for Qualified Target Industry Businesses (Section 4)

Present Situation: The Qualified Target Industry Tax Refund Program (QTI Program),

s. 288.106, F.S,, is one of the gate' s economic development incentives. Under the program,
eligible businesses may receive refunds of previoudy paid taxes, based upon the cregtion of jobs
at acertain sdary level. As of October 17, 2001, there were 241 active QTI Program projects.
These projects are scheduled to provide 56,706 new jobs and generate more than $213 million in
future refunds for their sponsoring businesses. As of October 17, 2001, there have been
approximately $23.5 million in actud disbursementsto QTI Program businesses, which have
created more than 17,500 jobs.

Section 288.106(4), F.S., requires each QTI Program business to enter into awritten agreement
with the Governor’ s Office of Tourism, Trade, and Economic Development (OTTED)
concerning the business' s participation in the program. Compliance with the terms and
conditions of atax refund agreement is a condition precedent for the receipt of atax refund each
year. The failure to comply with the terms and conditions of the tax refund agreement resultsin
the loss of digihility for receipt of dl tax refunds previoudy authorized and the revocation by the
director of OTTED of the certification of the business entity as a qudified target industry
business. However, s. 288.106(5)(d), F.S., provides for a prorated tax refund, less a 5-percent
pendty, for aQTI Program business that provesit has achieved at least 80 percent of itsjob
creation god. OTTED is concerned that recent economic conditions might cause many QTI
Program businesses to miss their contractua performance targets, thus eiminating the businesses
from the program. Section 288.106(4), F.S., dso providesthat atax refund agreement must be
signed by OTTED and the agreeing QTI Program business within 120 days after the issuance of
aletter of certification but not before passage and receipt of aresolution of locd financid

support.

Additiondly, as currently written, s. 288.106, F.S,, creates a Situation in which it is necessary to
appropriate alarger amount for the QTI Program than will actualy be paid to QTI Program
businessesin a given year, with the mgority of those payments being made from funds certified
forward at the end of the fiscal year. Each August, when the Legidative Budget Request is
prepared, OTTED requests sufficient appropriations to cover dl tax refunds scheduled in active
tax refund agreements and alows a smdl amount for new projects that may be approved and
have tax refunds due in the following year. However, most of the fundswill not actudly 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 gppropriations process begins nine
months before the fisca year begins and gppropriation decisons are findized in April of the
previous fiscd year, the problems in estimating the required gppropriation for the QTI Program
are magnified. The following factors further complicate the appropriations 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 FHorida.

Thereisatime lag between a QTI Program business decison to expand or locate in Horida
and the cresation of the jobs and payment of taxes.
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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 QTI Program fully achieve the agreed-upon job
creation and wage leve, but thisis not known until a business has submitted its tax refund
clam and the information has been verified.

Asdlowed by statute, most QTI Program businesses wait until the end of the fisca year to
submit claims. 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 dams will
be disapproved), it might appear reasonable to appropriate a smaller anount based on an
estimate of actua payments. However, current law requiresthat, if the Legidature does not
gppropriate an amount sufficient to pay al of the refunds scheduled in active agreements,

OTTED mugt cdculate what portion of each business' s refund could be paid from the
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 sta€' s reputation in the
nationd and internationa business community. A more detrimenta Stuation could occur if the
estimate of actua payments to be made under this scenario was not accurate and digible
businesses did not receive the contracted amount of tax refunds.

Section 288.106(5)(e), F.S., aso providesthat OTTED, with assistance from the Department of
Revenue or the Department of Labor and Employment Security, must specify by written find

order the amount of the tax refund that is authorized for a QT Program business for the fiscd

year within 30 days after the date that the claim for the annua tax refund is received by OTTED.
Section 288.106(6)(b), F.S., providesthat OTTED may request the assistance of those entities or
any loca government or authority with respect to monitoring the payment of QTI Program:
related taxes.

Section 288.106(7), F.S., provides for arepeal of s. 288.106, F.S., on June 30, 2004.

Effect of Proposed Changes: The committee substitute amends s. 288.106, F.S,, by atering the
timeline for approva of Qudified Target Industry Tax Refund Program (QT1 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 clams will be due by January 31 of each fisca year for the jobs created by December 31
of that samefiscd year. The refunds associated with those clamswill be paid out of the
appropriation for the following fiscal yesar.

Under the new timeline, OTTED will know which businesses have submitted claims by the time
the legidative sesson begins. By the time the legidative budget is complete, some of the dlaims
that had been scheduled for the coming fiscal year can be eliminated, thus reducing the amount
of the gppropriations request. OTTED will aso have had an opportunity to evauate the clams
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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 immediatdly because they can only be
applied to new QTI Program agreements, or to amended agreements, because the time frames
and prerogatives specified in existing agreements must be honored. However, over a period of
severd years, these changes will significantly reduce the amount of QT1 Program funds
gopropriated over actud refund payments and diminate the problem of excessve forward
certification of QTI Program funds for payment after the end of the fiscd year.

Converson of exiging agreements to the new QTI Program timeline might be accderated if QT
Program businesses that are unable to meet the terms and conditions of their agreements qualify
for and opt to exercise one of two new provisonsin this section. First, the committee substitute
amends s. 288.106(4)(b), F.S., to provide that a QTI Program business that does not fulfill its
agreement may request an “economic stimulus exemption” from OTTED in lieu of any tax
refund claim scheduled to be submitted after June 30, 2001, but before July 1, 2003. In
determining whether to grant such an exemption, OTTED must consider the extent to which
negative economic conditions in the requesting business s industry prevented the business from
complying with the terms and conditions of its tax refund agreement. If granted an economic
gimulus exemption, aQTI Program business must agree to renegotiate its tax refund agreement
with OTTED to, a aminimum, ensure that the terms of the agreement comply with current law
(including the new timeline) and rdevant OTTED procedures. WWhen amending the agreement of
abusiness receiving an economic simulus exemption, OTTED may extend the duration of the
agreement for no more than one year. A QTI Program business that receives an economic
simulus exemption may not receive atax refund for the period covered by the exemption.

The second new provison amends s. 288.106(5)(d), F.S., to expand conditions for approving a
prorated tax refund by alowing businessesto recelve a prorated refund for achieving at least 90
percent of the average wage specified in the tax refund agreement (but not less than statutory
minimum average wage requirements) if it has achieved at least 80 percent of its projected
employment and satisfied al other contractua requirements. Under s. 288.106(4)(b), F.S., as
amended, a QTI Program business quaifying and opting for a prorated refund would also have to
agree to renegotiate its tax refund agreement with OTTED to, a a minimum, ensure that the
terms of the agreement comply with current law (induding the new timeline) and rdevant

OTTED procedures.

The committee subgtitute also includes the following subgtantive provisons:

Amends s. 288.106(4)(c), F.S., to dlow OTTED, upon request of aQTI Program business, to
grant an extenson of the 120-day time period during which atax refund agreement must be
sgned by OTTED and the agreeing QTI Program business,

Amendss. 288.106(5)(e), F.S., to allow OTTED to grant an extension, for the purpose of
dlowing aQTI Program businessto file additiona information in support of itsdam, of the
time period during which OTTED must gpprove or disgpprove aQTl Program business stax
refund claim and, if gpproved, the amount of the tax refund that is authorized to be paid;
Creates s. 288.106(5)(g), F.S., which expresdy states that s. 288.106, F.S., does not create a
presumption that atax refund claim will be gpproved and paid;
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Amends s. 288.106(6)(b), F.S., to add “jobs and wages’ to the list of topics about which
OTTED may ask the Department of Revenue, the Agency for Workforce Innovetion, or any
loca government or authority with respect to monitoring the payment of QTI Program:
related taxes,

Creates s. 288.106(6)(c), F.S., which expressy states that funds specificaly appropriated for
the QT tax refund program may not be used for any purpose other than the payment of tax
refunds authorized by s. 288.106; and

Reenacts s. 288.106(7), F.S., which providesfor arepeal of s. 288.106, F.S., on June 30,
2004.

Extended Homeowner ship Assistance Program (Section 5)

Present Situation: Under current law, the Florida Housing Finance Corporation (corporation)
provides loans under the Florida Homeownership Ass stance Program (HAP) to low-income
persons and families for down payments and closing costs reated to the purchase of the
borrower’ s primary residence (ss. 420.503(23)(a)1. and 420.5088(1), F.S.). To be éigible for a
HAP loan, a person or family must have an income that does not exceed 80 percent of the State
or loca median income, whichever is grester, adjusted for family sze. Using reedily available
data from the United States Census Bureau, the median income for the State of Floridain 1997
was $32,877. County median incomes ranged from a high of $43,061 in Seminole County to a
low of $21,982 in Dixie County. Thus, 80 percent of the statewide vaue would be $26,302,
while county values would range from $34,449 to $17,586. The corporation currently charges
each loan gpplicant a $50 application fee (rule 67-45.007, F.A.C.).

Loan amounts are limited to the lesser of 25 percent of the purchase price of the home or the
amount necessary to enable the purchaser to meet credit requirements. Under s. 420.5088, F.S.,,
the interest rate for HAP loans may not exceed 3 percent; however, the corporation’ s rules
provide for “no interest” loans (rule 67-45.001(5), F.A.C.). Repayment of each HAP loan is
deferred until expiration of the term of the borrower’ s first mortgage. A HAP loan etablishes a
lien againgt the borrower’ s residence, but is* subordinated,” which means the lien is secondary to
the mortgage lender’ s lien. In addition, the balance of any HAP loan isdue a cosing if the
borrower’ s resdence is sold or transferred.

Funding for HAP is provided by a portion of the documentary stamp tax receipts deposited in the
State Housing Trust Fund. Under current law, loan repayments are deposited in the Forida
Homeownership Assistance Fund maintained by the corporation and do not revert to the Genera
Revenue Fund (s. 420.5088(5), F.S.). Further, current law exempts these funds from
appropriation by the Legidature and from being included in the corporation’ s budget request.

Effect of Proposed Changes: The committee subgtitute creates a temporary Extended
Homeownership Assistance Program, which is automatically repeded on June 30, 2003. This
extended program provides loans for down payments and closing costs related to the purchase of
the borrower’ s primary residence and is smilar to HAP. However, the extended program targets
both moderate and middle-income persons and families, in addition to the low-income borrowers
currently eigible under HAP. The committee substitute provides that loans under the extended
program are non-interest bearing. Funding for the loans is subject to legidative gppropriation,

and the corporation is authorized to adopt rules implementing the extended program.



BILL: CS/SB 30-B Page 18

Loans under the extended program differ from HAP loans primarily in two ways. Firs, the
extended program expands digibility beyond the current level of 80 percent of median income.
To bedigible for aloan under the extended program, a person or family must have an income
that does not exceed 150 percent of the state or county median income, whichever is greeter,
adjusted for family size. For comparison to the 1997 values discussed in the present Situation,
150 percent of the statewide vaue would be $49,316, while county values would range from a
high of $64,592 to alow of $32,973. Second, the extended program limits loan amounts to
$15,000. Loan amounts are further limited to the lesser of 10 percent of the tota purchase price
or 10 percent of the appraised value of the borrower’s residence.

Small Business Crisis Management Team (Section 6)

Present Situation: Created in 1992, Enterprise Florida, Inc.,'® is a partnership between Florida's
government and business leaders and is the principa economic development organization for the
state.!” 1n 1999, pursuant to s. 288.904(2)(1), F.S., Enterprise Florida created the Florida Small
Business Council, which advises the Enterprise FHlorida Board of Directors on issues and
recommendations related to the formation, retention, and expansion of smal busnessin Horida
The council’ s mission is to advocate for a sound business climate for small businessesin the
date by identifying key issues of concern to smal businesses and offering recommendations to
help overcome those barriers to growth. The council’s membership consists of 20 state leaders
representing a broad range of small businesses, including rura, minority, urban core, technology,
professiona services, government advocacy, and research organizations. The council holds four
regular meetings per year.

Effect of Proposed Changes: The committee substitute directs Enterprise Florida, Inc., to create
a Smadl Business Criss Management Teamthat can be activated quickly, for temporary periods

of time, to assst amd| businesses in the state during periods of economic cridgs or sustained
economic weakness. The team will include senior Enterprise Florida staff members and
representatives of other organizations who are recruited to serve on the team by the president of
Enterprise Florida. The purposes of the team will include:

Serving asaninitid, single point of contact for small businesses that are attempting to gather
information on the variety of sate and federal programs and services available to them;
Publicizing to small businesses information on federd assistance programs or initigtives,

such as the economic injury loan programs of the U.S. Smal Business Adminigration;
Referring smdll businesses to organizations, such as smdl business development centers, that
can provide one-on-one counsding in business operations or best practices,

Coordinating with the state and regiona partners in the workforce development system to
ensure thet businesses undergoing layoffs or contemplating layoffs are aware of economic
development incentives or other programs and services that may help reduce or avoid the
need for such layoffs, and

16 See “Profile No. 6097,” Florida Government Accountability Report, Florida Legidature's Office of Program Policy
Anaysis and Government Accountability, http://Aww.oppaga.state.fl.us/profiles/6097/, July 10, 2001.

17 See s 288901, F.S.
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Utilizing the eflorida.com website as a bulletin board for small businesses to gather current
information on available assstance.

The committee subgtitute aso directs the Office of Tourism, Trade, and Economic Development;
Workforce Florida, Inc.; the Agency for Workforce Innovation; and the Department of
Community Affairsto assst Enterprise Florida with the operation of the team and, for purposes
of this section, defines the term “smdl business’ to generadly mean a business with 25 or fewer
employees. However, the committee substitute permits Enterprise Florida to provide team+
related services to businesses with more employees if, in its judgment, the economic conditions
or circumgtances of the particular business warrant.

Florida Airport Authority Act (Sections7 thru 9)

Present Situation: Individua arport authorities have been created by enactment of locd hillsin
anumber of counties. At last count, there are 29 airport authoritiesin Forida, but not al of them
are active. Authority to create the individud arport authorities is derived from numerous loca
bills, the language of which can be found in various chapters of the Laws of FHorida, but not the
Florida Statutes. In addition, local governments operate many airports as a department or office
within the local government structure. Miami International Airport has been the subject of
controversy for many years. Locd eected officids and the community are divided over how to
address some of the issues of concern a their airport. Miami-Dade County is conditutionaly
exempt from the local bill process.

Effect of Proposed Changes. The committee substitute creates ss. 332.201-332.211, F.S.,, the
Florida Airport Authority Act. The provisions are modeled on the Florida Expressway Authority
Act. The mgor provisonsinclude:

Any county which has a population of more than 2.1 million people is required to schedule a
countywide referendum giving voters the opportunity to approve the creetion of an airport
authority. Based on 2000 figures from the United States Census Bureau, Miami- Dade County
meets the population requirements.

Such an authority would have seven members, who must be permanent residents of the
county they are representing. Two members would be appointed by the Governor (subject to
confirmation by the state Senate); two would be appointed by the County Ethics
Commission; one by the County Mayor; and two by the County Commisson. The authority
members would dect from among their number the chairperson, and sdlect a secretary and a
treasurer who do not need to be authority members.

The Governor’ s gppointees would have four-year terms, no terms of office were specified for
the other gppointees. The Governor’s appointments may not hold any dective office during
thelr terms on the authority.

Members of the authority and their spouses would be prohibited from owning certain stocks
and bonds. As a condition of gppointment, each gppointee must affirm to the “ Spesker” and
the “President” his or her qudification by a specified certification.

The authority members must file full and public financid disdosure, under s. 112.3144, F.S.
Also, amember of the authority would be prohibited from contributing to the campaign
acocount of any dected officia and from soliciting any campaign contributions for any

dected officid.
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The authority would have the discretion to employ staff members and set the sdariesfor the
following positions: executive director; executive secretary; counsd and lega saff; technical
experts, consultants, and advisors; engineers and employees as it may require. It aso may
employ afiscd agent, from among at least three persons or companies that submit sedled
proposals.

The authority must submit facility reports, audits, and other reports required of specid
digricts under ch. 189, F.S,, and it must notice its meetings and keep records, available to the
public, of what transpired.

An authority would exercise have discretion to acquire, hold, congtruct, improve, maintain,
operate, own, and lease an airport system. Additiond airports may be congtructed only if the
additiond airport isfinancidly feasble and compatible with the authority’ s exigting plans.
Each new airport must have the written consent of the board of county commissioners.

The authority would be empowered to sue and be sued, adopt a corporate sedl, acquire and
use any redl or persona property in carrying out its purposes, make leases or lease-purchase
agreements, establish and collect fees, rentals and charges for its services and facilities,
borrow money, and issue bonds under the State Bond Act, ch. 215, F.S. It adso could accept
grants from and enter into contracts with afedera, state, or county agency, and would have
the power of eminent domain.

Any bonds pledging the full faith and credit of the State of Florida would have to be issued
by the Board of Adminigration’s Divison of Bond Finance on behdf of the authority, upon
express written consent of the board of county commissioners.

The authority aso would have been aole to consder unsolicited proposas from private
entities for planning, condructing, maintaining, or operating its airport system. An airport
constructed under this provison must have state and federd gpprova and the prior express
written consent of the board of county commissioners.

The authority would be prohibited from undertaking any construction that is not consstent
with federd aviation requirements, the statewide aviation system plan, and the county’s
comprehensive plan.

The authority would be able to gppoint the county as its agent for construction projects and
may enter into contracts, leases, or other agreements with other governmenta entities or
individuds.

The authority would be exempt from all state and loca taxes except for the corporate tax
pursuant to ch. 220, F.S.

The provisons of the Horida Airport Authority Act would not be applicable to a county in which
an airport authority has been created by a genera or specid act of the Legidature, nor would its
provisons goply to any county that has created its own arport authority.

Emerging and Strategic Technologies (Sections 10 thru 19)

Present Situation:

Information Service Technology Development Task Force: The Legidature in 1999 created the
Information Service Technology Development Task Force (task force) within the Department of

Management Services (ch. 99-354, L.O.F.). The task force, which operated under the name
“itflorida.com” and which dissolved effective July 1, 2001, was composed of 34 members from
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the public and private sectors. The charge of the task force included devel oping overarching
principles to guide state policy decisions with respect to the free-market development and
beneficid use of advanced communications networks and information technologies; identifying
factors that affect the ability of such technologies to flourish in the state; and developing policy
recommendations for each factor.

To achieve its purposes, the task force divided its stated directives among nine subcommittees.
Each subcommittee developed policy recommendations according to its stated directive.'® Policy
recommendations from the eBusness subcommittee included:

Formation of a private entity, itflorida.com, Inc., to continue the work of the task force
following the task force' s dissolution;

Deveopment of the information technology marketing and image campaign by

Enterprise Horida, Inc., required under Iegislati on adopted during the 2000 session (s. 34,
ch. 2000-164, L.O.F.; s. 288.911, F.S.*);

Expansion of the Certified Capital Company (CAPCO) Act under s. 288.99, F.S,;
Revison of the $30 million cap — to $35 million — on the totdl sate share of tax refund
payments that may be scheduled for future fiscal years under the Qualified Target

Industry (QTI) and Qualified Defense Contractor (QDC) tax refund programs;*°
Creation of a broad-based sdestax credit for machinery and equipment purchased for use
in research and development activities;

Reped of the tax on intangible persond property;

Inclusion of “information technology” as a project activity digible for indudtrid revenue
bond financing;

Deggnation of “information technology” as a sector digible for participation in the
date' s grant program for high-impact businesses under s. 288.108, F.S.; and
Authorization by the Legidature of a study on whether to adopt the Uniform Computer
Information Transactions Act (UCITA) (2001 Annual Report of the Information Service
Technology Development Task Force, February 14, 2001, pp. 9-10).

Recommendations of the eEntertainment subcommittee included:
Deveopment of joint-use advanced digita media research and production facilities at

drategic locations in the state, with the facilities serving asfocal points for collaboration
between the digitd mediaindustry and educationd inditutions; and

18 The nine subcommittees included: eBusiness Development, Retention & Recruitment; eEducation K-12; eWorkforce
eAccess & Awareness, eGovernment; eLaws— Adminigrative & Regulatory; elaws— Civil & Crimind; elnfrastructure &
Technology Development; and eEntertainment (2001 Annual Report of the Information Service Technol ogy Development
Task Force, February 14, 2001, pp. 1-3).

19 This statute requires EFI to “ create a marketing campaign to help attract, develop, and retain information technology
businessesin the state.” Further, the datute specifies that the “ message of the campaign shdl be to increase nationd and
internationa awareness of this state as atate idedly suited for the successful advancement of the information technology
business sector” (s. 288.911(1) and (2), F.S).

20 During the 2001 Regular Session, the Legislature raised the statutory cap to $35 miillion effective with the 2002-2003 fiscal
year. See s 41, ch. 2001-201, L.O.F.
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Desgnation of the digitd mediaindustry as a high-impact sector for the purposes of

some of the dat€' s incentive programs, such as the grant program for high-impact
businesses under s. 288.108, F.S., and the QTI tax refund program under s. 288.106, F.S.
(id. at p. 14).

Digitd Media During the 2000 Regular Session, the Legidature required the Board of Regents
to creste a Digita Media Education Coordination Group to develop a plan to enhance FHorida s
ability to meet the current and future workforce needs of the digitd mediaindustry (s. 153,

ch. 2000-165, L.O.F., as codified in s. 240.710, F.S.). The group issued its report to the
Legidature in January 2001. One of the recommendations of the group was that a Florida Digita
Media Coordinating Council be created to serve as a coordinating council for digitd media
education, research, and workforce development. The group provided that one of the council’s
functions would be to plan for and seek public and private funding for a series of regiona joint-
use advanced digita media production facilities. The facilities would be designed to encourage
collocation and collaboration between industry and educationd entities. Among other purposes,
the facilities would provide affordable access to State- of-the-art facilities for both academic and
industry partner activities and would provide professiona development of students through
involvement with actua industry projects (State University System of Florida, Digital Media
Education Coordination Group Report to the Florida Legislature, January 1, 2001, p. 10).

Economic Deve opment/\Workforce Devel opment Tools:

Bond Financing: Part |1 of ch. 159, F.S,, isthe “Horida Industrial Development Financing Act.”
The federd government provides an annua aloceation to the state for the issuance of tax exempt
indugtrid revenue bonds. The estimated amount available in 1999 was $765 million. Section
159.26, F.S., governsthe legidative findings and purpose of the act and cites specific activities

as being vitd to the state in rdlaion to the use of financing under the act, including, but not

limited to, agriculture, tourism, urban development, historic preservation, education, and hedth
careindugtries. The Information Service Technology Development Task Force recommended
that information technology be added to the act as an digible category of activities (2001 Annual
Report of the Information Service Technology Development Task Force, February 14, 2001,
p. 22).

High Impact Performance Incentives: Section 288.108, F.S., provides for the payment of grants
to abusinessin a high-impact sector that makes a cumulative investment in the state of $100
million and creetes a least 100 full-time jobs. In the case of a research-and-deve opment facility,
the investment must be $75 million, with 75 full-time jobs. The statute prescribes a process

under which Enterprise Horida, Inc., and the Office of Tourism, Trade, and Economic
Development sdlect and designate the high-impact sectors digible for the program. The statute
currently specifies that the silicon-technology sector is a high-impact sector (s. 288.108(6)(i),

F.S.). Although the information technology sector has been designated through the prescribed
process, the task force recommended that the information technology be specificaly cited in

gtatute (2001 Annual Report of the Information Service Technology Development Task Force at
p. 22).

Internet-Based System for Information Technology Promotion and Workforce: Section 445.045,
F.S., requires the Department of Labor and Employment Security to facilitate efforts to ensure
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the development and maintenance of awebste that promotes the information technology
industry in Horida. In addition to containing information on the scope of the information
technology indudtry in the Sate, the website is to contain information concerning employment
opportunities at information technology businesses in the date.

Postsecondary Education: The statutory mission of the state system of postsecondary education
is 1) to develop human resources, 2) to discover and disseminate knowledge, 3) to extend
knowledge and its gpplication beyond the boundaries of its campuses, and 4) to serve and
dimulate society by developing in sudents heightened intellectud, cultura, and humane
sengtivities; scientific, professond, and technologica expertise; and a sense of purpose

(s. 240.105, F.S). This satutory statement currently does not specificaly cite “economic
development” as being within the misson of the state system of postsecondary education.

Investments of Horida Retirement System Funds. Chapter 121, F.S., governs the Florida
Retirement System. The System Trugt Fund is the trust fund established in the State Treasury for
the purpose of holding and investing the contributions by members and employers of the Florida
Retirement System and paying system benefits (s. 121.021(36), F.S.). The Board of
Adminigtration has responghility for investing and reinvesting available funds of the System

Trust Fund consistent with provisions contained in ch. 215, F.S. (s. 121.151, F.S). The
Investment Advisory Council isasix-member council thet reviews the invesments made by staff
of the Board of Adminigtration and that makes recommendations regarding investment policies,
strategies, and procedures (s. 215.444, F.S)).

In 1995, the Board of Administration (board) contributed $15 million toward the capitdization of
the Cypress Equity Fund, which isaventure capital “fund of funds’ concept developed by
Enterprise Florida, Inc. (See Office of Program Policy Analysis and Government Accountability,
Review of the Enterprise Florida, Inc., Capital Development Board’s Cypress Equity Fund,
Report No. 98-33, December 1998, p. 2.) The board and five financid ingtitutions contributed a
total of $35.5 million, which has been invested in a portfolio of venture capita funds formed by
professond verture capitaists, who, in turn, invest in individua businesses according to their
individud investment criteria. This gpproach differs from a concept in which direct investments
aremadein individuad companies.

Effect of Proposed Changes. The committee subgtitute provides policies that promote a business
climate in the state conducive to the growth of high-technology businesses by encouraging

increased access to capita and skilled workers, by including economic development within the
mission of the postsecondary education system, and by specificdly including the information
technology industry within the scope of certain existing economic development incentive

programs. Portions of the committee substitute emanate from recommendations of the

Information Service Technology Development Task Force.

Section 10 creates s. 121.155, F.S,, relating to investments of the Florida Retirement Systemin
support of the state’'s economic development goals. This new section of the Horida Statutes
contains legidative findings that access to capita affects the growth of high technology
businesses in the sate and that the State Board of Adminitration (SBA), by virtue of its
authority to invest gate retirement system dallars, can influence the availability of capitd for
such businesses. The committee substitute expresses the intent of the Legidature that the SBA
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maximize opportunities to invest sate retirement systemn dollarsin a manner that complements
economic development goas, such asinvesting fundsin support of emerging and Strategic
technology businesses in the sate and forming partnerships with venture capita firmsto
encourage investment of venture capital funds in these businesses. The committee subgtitute
requires the SBA to solicit information from Enterprise Florida, Inc. (EFI), on state economic
development godls; to share such information with the SBA’s Investment Advisory Council; and
to report to the Legidature on the SBA’s activities that further the legidative findings and intent.

Sections 11 and 12 amends ss. 159.26 and 159.27, F.S,, the “Horida Industria Development
Financing Act,” to specify that activities promoting the advancement of information technology
and projects comprising information technology facilities are digible for bond financing under
the act. Further, the committee subgtitute provides a definition of the term *information
technology facility,” which specifies— by North American Industry Classification System
(NAICS) codes — the types of businesses included within the term.

Section 13 amends s. 159.705, F.S,, relating to the powers of a research and development
authority. The committee substitute specifies that a project that is located in aresearch and
development park and that is financed through the Industrid Development Financing Act may be
operated by aresearch and development authority, a state university, a state community college,
or agovernmenta agency if the purpose and operation of the project are consistent with the
policies governing research and devel opment authorities.

Section 14 amends s. 240.105, F.S,, to provide that the mission of the state system of
postsecondary education includes promoting “the economic development of the state.”

Section 15 amends s. 240.710, F.S,, to provide for continued functioning of the Digitd Media
Education Coordination Group that was created in 2000 to develop a plan for enhancing the
date’ s ability to meet the workforce needs of the digital mediaindustry. The committee
substitute provides for the coordination group to be formed within the purview of the Divison of
Colleges and Universities at the Department of Education, rather than by the Board of Regents.
Obsolete provisons related to the development of the plan are deleted, as the plan was submitted
to the Legidature in January 2001. The committee substitute provides, however, for the
coordination group to continue to work on the issue of enhancing the state’ s ability to meet the
industry’ s workforce needs. This section specifies that the coordination group shal work with
the Divison of Community Colleges; the Office of Tourism, Trade, and Economic
Development; and the Articulation Coordinating Committee. The coordination group is required
to report annudly to the Florida Board of Education.

Section 16 amends s. 288.108, F.S,, relating to a grant program for high-impact businesses, to
expresdy provide that the “information technology sector” is comprised of the ?pes of
businesses that produce the high impact the incentive is designed to encourage.®* This revision
a0 provides that for the purposes of this economic development incentive, aswell as the capita
investment tax credit under s. 220.191, F.S,, the information technology sector encompasses the
digita media sector as defined by Enterprise Florida, Inc., and the Office of Tourism, Trade, and

21 According to the Governor’ s Office of Tourism, Trade, and Economic Development, eligihility for theinformation-
technology sector has aready been established for this grant program through an administrative process outlined in statute.
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Economic Development. This section aso replaces the term “silicon technology” with the term
“samiconductor technology” for purposes of thisindusiry’ s existing designation as a high-impact
business.

Section 17 amends s. 445.045, F.S,, relating to development of an Internet-based system for
information technology industry promation and workforce recruitment. The committee substitute
reassigns respongbility for the development and maintenance of this website to Workforce
Horida, Inc. (WFI), from the Department of Labor and Employment Security. The committee
substitute al'so charges WFI with ensuring coordination and compatibility between the website
operated under this section and the larger workforce information system required under s.
445,011, F.S. WFI aso mugt coordinate its efforts with the efforts of Enterprise Florida, Inc., to
develop a high-technology marketing campaign as required by s. 288.911, F.S. In addition, WFI
isto work with the State Technology Office to ensure consstency with the state’ s informeation
system strategy and enterprise architecture. The committee substitute authorizes WFI to contract
with public agencies for assstance in developing and maintaining the webdte, and it aso
authorizes W to procure services necessary to fulfill its respongbilities under this section,
provided it utilizes competitive procurement practices.

Section 18 expressesthe Legidature s intent to support the crestion of joint-use advanced
digita-media research and production facilities in Florida, to provide opportunities for
collaboration between research and education programs and the digita-mediaindustry. To that
end, the committee subgtitute authorizes the Office of Tourism, Trade, and Economic
Development (OTTED), subject to legidative appropriation, to create a program to facilitate
edtablishment and maintenance of such facilities. OTTED isrequired to develop adtrategic plan
addressing the governance and funding of such facilities and may contract for the establishment
of the fadilities— maximizing the use and integration of existing fadilitiesin the date that would
be suitable as advanced digital-media facilities. The committee substitute authorizes funding
provided under this section to be used to lease or refurbish exiging facilities. Any entity
receiving state funds under this program is required to match such funding with non-state
sources. In addition, any facility receiving funds must submit an operating plan to OTTED for
gpprova, which planmust provide for the creation of atenant association and for the collection
of dues from tenants to support operation and maintenance of the facility. The committee
subdtitute authorizes OTTED to identify the specific types of businesses to be included within
the meaning of “digital media’ for the purposes of this section.

Section 19 requires the Office of Tourism, Trade, and Economic Devel opment, the Office of the
Film Commissioner, and the Digital Media Education Coordination Group to report to the
Legdature by February 1, 2002, on arecommended funding levd for the program to facilitate
establishment of joint-use advanced digital- media research and production facilities. (See section
18, above.)

Florida Building Code (Sections 20 thru 31)

Present Situation: Building codes establish minimum safety standards for the design and
condruction of buildings by addressng such issues as dructurd integrity; mechanical, plumbing,
eectricd, lighting, heating, air conditioning, ventilation, firgproofing, and exit systems; safe
materias, energy efficiency; and accessibility by persons with physicd disabilities. In doing so,
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these regulations protect lives and property, promotes innovation and new technology, and helps
ensure economic viahility through the availability of safe and affordable buildings and structures.

The reform of Forida' s building codes system has been an issue within the congtruction industry
for many years. It was not until Forida endured back-to-back natural disasters— Hurricane
Andrew in August 1992, the “ Storm of the Century” in March 1993, Tropicad Storms Alberto
and Beryl in the Summer of 1994, and Hurricanes Erin and Opa during the 1995 Hurricane
Season — that the building code system’ s effectiveness took on statewide sgnificance for the
congruction industry and al of the stakeholders in the building codes system, including local
governments, the banking and real estate indudtries, the insurance industry, labor unions, date
agencies, manufacturers, and Horida s citizens. While it was fortunate that these storms set no
records with respect to loss of life, they (particularly Andrew) did bresk dl records for insured
losses. Thiswas adirect cause of Horida sinsurance crissin the 1990's, which essentidly
affected every homeowner in the date.

In 1996, Governor Lawton Chiles established a Building Codes Study Commission to evauate
Florida s building codes system and develop recommendations to reform and improveit. The
Governor gppointed 28 members to the study commission, representing diverse stakeholdersin
the system, including building officias, loca government officias, banking and red etate
interests, the disabled, the design and congtruction industries, building owners, Sate agencies,
and the generd public.

In 1998, the study commission issued its findings and proposed a building codes system with the
following characterigtics:

A dngle, stlatewide building code that would govern al technica requirements for Floridals
public and private buildings and take into account appropriate loca variations such asthe
fallowing: climatic conditions, soil types, termites, weether-related events, and risks
associated with coastal devel opment;

Locd enforcement of the statewide building code, with updates and amendments
accomplished by a newly condtituted state-leve entity;

State review of decisons of locd officials or boards of gpped, and state authority to issue
binding interpretations to ensure statewide congstency;

Strengthened enforcement and compliance to ensure accountability through expanded
education and training of al participants involved in building congtruction, clear and precise
definition of roles and responghilities, and discipling; and

A strong product evauation and approval process which is respongble, streamlined, and
fordable, and which promotes innovation and new technology.

The 1998 Legidature consdered the findings and recommendations of the study commission and
enacted mgjor legidation reflecting amgority of its proposas. Chapter 98-287, L.O.F.,
implemented many of the sudy commission’s recommendations, to include the development of a
Statewide unified building code.

On February 14, 2000, the commission adopted the Florida Building Code as an adminidtrative
rule and submitted it, together with proposed conforming amendments to the Florida Statutes, to
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the 2000 Legidature for consideration. The commission aso adopted the South Florida Building
Code for gpplication in Miami-Dade and Broward Counties.

In response, the Legidature adopted many of the recommended statutory changes submitted by
the commission, directed the commission to incorporate specific changes to the adopted Florida
Building Code, and directed the commission to study the gpplicability of the Florida Building
Code to utility buildings and to recommend a statewide product gpprova system to the
Legidature by February 2001 (ch. 2000-141, L.O.F.).

In the 2001 Regular Session, the Legidature delayed implementation of the FHorida Building
Code from July 1, 2001, to January 1, 2002. In addition, it adopted recommendations of the
commission providing for a state product approval system, the gpplicability of the FHorida
Building Code to storage sheds, plan review of prototype buildings, license feesto fund research
and education relaing to the congtruction industry, congtruction permits, Code Commentary on
the Florida Building Code, exemptions from fire sfety provisons, and other issues relaing to
the Forida Building Code (ch. 2001-186, L.O.F.).

The law aso contained provisons relaing to water well contractors, ingpection of factory- built
school buildings, congtruction of swimming pools, the Building Code Training Program,
development of arehabilitation code, astudy of the necessity for universal eevator keysfor
emergency personnd, and appointments to the Education Technica Advisory Committee of the
Horida Building Commission.

The HoridaBuilding Code is scheduled to be effective on January 1, 2002.

Effect of Proposed Changes: The committee substitute delays the effective date of the new
Florida Building Code three months, from January 1, 2002, to April 1, 2002, and makes
additiond statutory changes or requirements related to the delay of this effective date.

Section 20 amends s. 553.415, F.S,, s. 22 of ch. 2001-186, L.O.F., which provided for the
incorporation of the Uniform Code for Public Educationd Facilities into the new Horida
Building Code. This provison changes the incorporation date from January 1, 2002, to April 1,
2002.

Section 21 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto
datutory provisons that implement portions of the new Horida Building Code made in the 2001
Regular Sesson.

Section 22 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto
datutory provisons that implement portions of the new Horida Building Code made in the 2000
and 2001 Regular Sessions.

Section 23 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto
gatutory provisions that implement portions of the new Florida Building Code made in the 1998,
2000, and 2001 Regular Sessions.
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Section 24 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto s. 61,
ch. 98-419, L.O.F.,, that implements a portion of the new Horida Building Code.

Section 25 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto s. 135,
ch. 2000-141, L.O.F., that implements a portion of the new FHorida Building Code.

Section 26 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto s. 62,
ch. 98-287, L.O.F., that implements a portion of the new Florida Building Code.

Section 27 delays the effective date, from January 1, 2002, to April 1, 2002, of changesto s. 68,
ch. 98-287, L.O.F., that implements a portion of the new Florida Building Code.

Section 28 amends s. 627.0629(1), F.S., to delay by three months the application of credits,
discounts or other rate differentials insurance companies must make for properties built under the
new Florida Building Code. This delay is congstent with the three-month delay of
implementation of the new Horida Building Code.

The current gtatute requires, by December 31, 2002, insurance companies make a rate filing for
residentid property insurance that includes actuarialy reasonable discounts, credits, or other rate
differentials, or appropriate reductions in deductibles, for properties on which fixtures or
congtruction techniques demongtrated to reduce the amount of lossin awindstorm have been
ingaled or implemented. The fixtures or construction techniquesinclude, but are not limited to,
fixtures or techniques that enhance roof strength, roof covering performance, roof-to-wal
grength, wall-to-floor-to-foundation strength, opening protection, and window, door, and
skylight strength. Credits, discounts, or other rate differentials for fixtures and congtruction
techniques that meet the minimum requirements of the Horida Building Code must be included

in the ratefiling.

Section 29 creates a new unspecified section of Floridalaw to address aglitch in the dtate
minimum building code currently in effect. This provison darifies that the updated codes
gpproved since 1988 by the commission and adopted by locd governments are in force until the
new Horida Building Code becomes effective.

Section 30 creates a new unspecified section of FHoridalaw to darify that building permits
goplied for prior to the effective date of the new code are governed by the stlate minimum codein
effect on the date of permit gpplication. This same provision is specified in s. 25, ch. 2001-186,
L.O.F. However, ddaying the effective date of the new code will dso delay the effective date of
this provison.

Section 31 cresates a new unspecified section of Floridalaw to require “locd jurisdictions
bisected or otherwise divided by aline separating wind speed zones’ to enact ordinances
establishing wind speed zone boundaries by January 1, 2002, three months before the effective
date of the new Forida Building Code. Thisrequirement is necessary to dlow building
professionas to design buildings that meet the requirements of the code.
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Tourism Promotion (Section 32)

Present Situation: Created within the Office of Tourism, Trade, and Economic Developmernt,
the Florida Commission on Tourism oversees state efforts to increase the positive impact of
tourism to dl sectors of the economy through effective marketing activities (s. 288.1223, F.S).
The commission, which was created in 1991, contracts with the Florida Tourism Industry
Marketing Corporation to carry out the programs and activities identified in the commission’'s
four-year marketing plan. The Forida Tourism Industry Marketing Corporation conductsiits
busness as Vist FHorida

Vidt Horidais a public- private partnership that serves as an umbrella organization under which
Florida's tourism promotional campaigns are coordinated (s. 288.1226, F.S.). Vist Florida's
misson isto market and facilitate travel to and within Horida for the bendfit of its resdents,
economy, and travel and tourism indugtry. Visit Horida' s primary responsbilities include
adminigtering domestic and internationd advertisng campaigns designed to promote the entire
date as a tourism destination, conducting domestic and international promotiona activities,
managing the state’ s welcome centers, and conducting research on tourism and travel trends.

According to Vigt Horida s saff, Vist FHorida attempts to use Florida based and minority-
owned vendors whenever economicaly judtifigble. However, in July and August 2001, in
response to alegations from film industry professonas that certain state agencies consstently
hire out- of-state production companies and/or production crews to staff and produce magjor
commercia productions, the Governor’s Office of Film and Entertainment (OFE) researched and
compiled information regarding motion picture and/or video productions that were produced by
or for agtate agency and funded with state moneys during the past two years. The OFE found
that three of the four projects produced by Visit Forida were produced in Florida by Florida-
based production companies. Although the fourth project was produced in Florida by a
Cdifornia-based production company, 80 percent of the production crew were from FHorida.
Based on the data it collected, the OFE recommended that it:

Conduct an annua awareness campaign, targeting state agency communications directors,
regarding production resources available in the Sate;

Dissaminate an informationa package, induding a production guide, a guide to the
filmmaking process, and aletter urging state agenciesto utilize the OFE as their source for
production resourcesin the state; and

Publish on its webgite available bids for sate-agency production work.

Additiondly, on October 11, 2001, the Governor wrote a letter to tourism professionas
throughout the state encouraging them to use Florida: based production resources when launching
their new advertising campaigns, offering to post the tourism professonas’ production-rel ated
bids on the OFE website, and recommending that the professionds contact the OFE or aloca
film office if they need production equipment, soundstage rentas, or unique filming locations.

Effect of Proposed Changes: The committee substitute requires Visit FHorida and its contractors
to “make every effort to give priority” to “Horida-based” and *“minority-owned” vendors,
subcontractors, and production companies when expending public funds for their “tourism
promotion activities.” Because the committee substitute usesimprecise terms to regulate Vist
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Floridd s expenditure of public funds for its tourism promotion activities, the Legidature may
wish to amend the committee substitute utilizing terms that make the phrase “ make every effort
to give priority” more specific, provide criteriafor defining “Florida-based” and * minority-
owned” firms, and darify which “tourism promotion activities’ are governed by the legidation.
Effective Date (Section 33)

The committee substitute provides that it takes effect upon becoming alaw, except as otherwise
provided in the committee subgtitute.

V. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

The committee substitute has not been heard by the Revenue Estimating Conference.

Section 1. According to the 2001 Florida Tax Handbook, the Capital Investment Tax
Credit (CITC) is estimated to cost the state approximately $500,000 annually.?? This
estimate, however, is based on the CITC Program’s grict eigibility requirements. Under
current law, aquaifying project must create at least 100 jobs, result in at least $25
million in cumulative capital investment, and be in a high-impact sector, including
avidion, aerospace, automotive, and slicon technology.

The committee subgtitute relaxes, dbeit temporarily, the CITC Program’ s digibility
requirements and award gructure. A newly defined qudifying economic stimulus project
must cregte a least 50 jobs, result in at least $15 million in cumuletive capita

investment, and be in one of the numerous and varied indugtries eigible under the
Quadlified Target Industry Tax Refund Program. Depending on the number of businesses
that are accepted into the program under these new criteria, the cost of the program could
increase. Moreover, unlike the Qualified Defense Contractor and the Qualified Target
Industry tax refund programs, the CITC Program is an uncapped tax credit program; tax

22 However, according to the Governor’ s Office of Tourism, Trade, and Economic Development (OTTED), no CITC projects
have reached the stage where they are actudly taking the CITC crediit.
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credits, unlike refunds, are managed by the Department of Revenue through the tax
process and are not subject to |legidative appropriation.

Sections 2-4. Section 288.095(3), F.S., imposes a cap on the total state share of Qualified
Defense Contractor (QDC) Tax Refund Program and Qudified Target Industry (QT1)

Tax Refund Program tax refund payments scheduled in al active certifications for a

fiscd year. For fiscd year 2001-2002, the cap is $30 million. During the 2001 Regular
Session, the Legidature raised the cap in subsequent fisca years to $35 million.

Regardless of the cap established in law, the total amount of tax refund claims approved

for payment by the Governor’s Office of Tourism, Trade, and Economic Development
(OTTED) may not exceed the amount gppropriated to the Economic Development
Incentives Account for such purposes for the fisca year.

By broadening QDC Program digibility requirements and dlowing QDC and QTI
businesses that do not comply with their tax refund agreements to potentialy remanin

the programs for up to two years, room under the cap could more quickly disappear. The
committee subgtitute a0 expands the conditions under which a prorated tax refund shall
be approved, thus potentialy keeping businesses in the programs that might normaly
have dropped out due to non-compliance with their tax refund agreements. Although
OTTED’ s d&ff is not currently concerned about having enough room under the cap, they
indicated that, should these provisions become law, they would have to more closaly
monitor the cap’s status.

Furthermore, as aresult of the amended QTI and QDC Program reporting/claims
timelines, OTTED will be better able to gauge which businesses have submitted clams
by the time the legidative sesson begins. Over aperiod of severd years, this change will
sgnificantly reduce the amount of QT1 and QDC Program funds gppropriated over actua
refund payments and iminate the problem of excessve forward certification of QTI
Program funds for payment after the end of the fiscal year. Converson of existing
agreements to the new timelines might be accderated if businessesthat are unable to
meet the terms and conditions of their agreements qualify for and opt to exercise either an
economic stimulus exemption or a prorated refund under the amended guiddines.

B. Private Sector Impact:

Section 1. The committee subgtitute temporarily broadens the digibility criteriaand
award structure for the Capita Investment Tax Credit Program.

Sections 2-4: For the Qualified Defense Contractor (QDC) Tax Refund Program and
Quadlified Target Industry (QT1) Tax Refund Program, expanding the conditions for
approving prorated tax refunds and allowing non-compliant businesses to remain
temporarily in the program could alow businesses to remain in the program until the
economy rebounds. The committee subdtitute might aso help the Sate aviation industry,
which has been hurt by the economic downturn, by amending the QDC Program to creete
acomparable tax refund program for quaified aviation-industry businesses. Qualified
aviation-industry businesses would be digible for refunds — equaling $5,000 per job — of
taxes previoudy paid.
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Section 5: The Extended Homeownership Assstance Program will assist familiesto
quaify for mortgage loans by providing funds for down payments and closing costs
through no-interest loans. Presumably, the improved ability of these families to purchase
homes will increase demand for mortgages, subject to the level of funding gppropriated
for the program. Thus, the committee subgtitute may, on the margin, aso benefit financia
indtitutions and the construction industry through the increased sale of homes.

Section 6: The committee subgtitute directs Enterprise Florida, Inc., to creste a Smal
Business Criss Management Team that can be activated quickly, for temporary periods
of time, to assst smdl businesses in the Sate during periods of economic crisis or
sustained economic weakness.

Sections 10-19: The provisons of the committee subgtitute relating to emerging and
drategic technologies are designed to create a business climate in the state conducive to
the retention, growth, and recruitment of high-technology businesses. Additiondly, the
committee subgtitute amends the “Horida Industrid Development Financing Act” to
specify that activities promoting the advancement of information technology and projects
comprising information technology facilities are igible for bond financing under the act.

Sections 20-30: The committee subgtitute delays the effective date of the new Florida
Building Code three months, from January 1, 2002, to April 1, 2002.

Section 32: The committee subgtitute requires Visit FHorida and its contractors to “ make
every effort to give priority” to Florida-based and minority-owned vendors,
subcontractors, and production companies when expending public funds for their tourism
promotion activities.

C. Government Sector Impact:

Section 1: Because the committee substitute temporarily broadens the digibility criteria
and award structure for the Capitd Investment Tax Credit Program, the Governor’s
Office of Touriam, Trade, and Economic Development might have to certify more
businesses under the program, and the Department of Revenue might have to develop
more Capita Investment Tax Credit agreements.

Sections 2-4: Although expanding the conditions for gpproving prorated tax refunds and
alowing nor-compliant businesses to remain temporarily in the Qudified Defense
Contractor (QDC) Tax Refund Program and the Qudlified Target Industry (QTI) Tax
Refund Program could cause the Governor’ s Office of Tourism, Trade, and Economic
Development to have to renegotiate severd tax refund agreements, doing so will make
the programs more efficient to administer. Moreover, changes to the reporting/clams
timelines of these programs will improve the accuracy of the appropriations processes for
these programs.

Section 5: The Extended Homeownership Assistance Program is subject to legidative
gopropriations. Thus, this provision will have no government sector impact beyond the
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level of funding provided by the Legidature. Further, the committee subgtitute authorizes
the Florida Housing Finance Corporation to collect a $50 application fee for each loan,
which isretained by the corporation to defray its cogts of administering the program.

Section 6: The committee substitute directs Enterprise Florida, Inc., to create a Small
Business Criss Management Team that can be activated quickly, for temporary periods
of time, to asss smal businessesin the state during periods of economic crissor
sustained economic weekness. The committee subgtitute a so directs the Office of
Tourism, Trade, and Economic Development; Workforce Florida, Inc.; the Agency for
Workforce Innovation; and the Department of Community Affairsto assst Enterprise
Florida with the operation of the team.

Sections 7-9: The committee substitute provides that any county which has a population
of more than 2.1 million people s required to schedule a countywide referendum giving
voters the opportunity to approve the creetion of an airport authority.

Sections 10-19: The precise impact of the provisions of the committee subgtitute relating
to emerging and drategic technologies on the government sector is not known. The
measure does require anumber of actions by governmenta or public-private entities,
some of which include requiring:

Staff of the Board of Adminigtration to regularly solicit information from Enterprise
Florida, Inc. (EFI), on economic development strategies.

Workforce Florida, Inc. (WFI), to maintain awebsgte promoting the informetion
technology industry and providing for workforce recruitment.

The Office of Tourism, Trade, and Economic Development, the Office of the Flm
Commissioner, and the Digita Media Education Coordination Group to report to the
Legidature on arecommended funding level for the program to facilitate
edablishment of joint-use advanced digital-media research and production facilities.

Additiondly, the committee substitute amends the “ Horida Industria Devel opment
Financing Act” to specify that activities promoting the advancement of information
technology and projects comprising information technology facilities are digible for
bond financing under the act.

Section 31: The committee substitute requires “locd jurisdictions bisected or otherwise
divided by aline separating wind speed zones’ to enact ordinances establishing wind
speed zone boundaries by January 1, 2002, three months before the effective date of the
new Horida Building Code. This requirement is necessary to dlow building professonds
to design buildings that meet the requirements of the code.

Section 32: The committee subgtitute requires Visit Floridaand its contractors to “make
every effort to give priority” to Horida-based and minority-owned vendors,
subcontractors, and production companies when expending public funds for their tourism
promotion activities.
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VI.

VII.

VIILI.

Technical Deficiencies:

In sections 18 and 19, the committee substitute includes references to the “ Office of the FIm
Commissioner.” During the 2001 |egidative session, the satutory name for the office was
changed to “ Office of Film and Entertainment.” See s. 5, ch. 2001-106, L.O.F.

In section 32, the committee subdtitute restricts the expenditure of public funds for tourism
promotion activities by the “Florida Tourism Marketing Corporation.” The Florida Tourism
Industry Marketing Corporation was established under s. 288.1226(2), F.S. The officid name of
the corporation filed with the Department of State is*Florida Tourism Indusiry Marketing
Corporation”; however, the committee substitute’ s reference to the corporation’s name does not
include the word “ Industry.” The Legidature may wish to amend the committee subgtitute to
conform to the corporation’ s officid name.

Related Issues:
None.
Amendments:

None.

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