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l. Summary:

This committee subgtitute makes severa changes to state economic development programs and
incentives, as well asto other programs. These changes include:

temporarily broadening the digibility criteria and award structure of the Capitd
Investment Tax Credit Program;

improving the efficiency of the budgeting process for the Qudified Defense
Contractor (QDC) and Qudified Target Industry (QTI) tax refund programs,

creating atax refund program for quaified aviation-industry businesses smilar to the
current QDC Program;

expanding the QDC and QTI programs' refund- prorating provisons for participating
firms, and temporarily alowing firmsthat fail to meet agreed targets to request an
exemption from losing tax refunds or certifications to remain in the program;

expanding information sharing between the Department of Revenue and the Office of
Tourism, Trade, and Economic Development with regard to certain economic
development programs,

directing Enterprise Horida, Inc., to creste a Small Business Criss Management
Team that can be activated quickly, for temporary periods of time, to assst small
businesses in the state during periods of economic crisis or sustained economic
weakness,

cregting a sdf-employment-ass stance program and the associated Self- Employment-
Assigtance Loan Program;
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reducing the amount of retdiatory insurance taxes levied by the state;
amending legidative intent regarding the State Comprehensive Plan; and
dtering the policies and procedures of Enterprise Florida, Inc., with regard to
assisting economicaly distressed communities

The committee subdtitute substantialy amends the following sections of the FHorida Statutes:

14.2015, 187.101, 213.053, 220.191, 288.095, 288.1045, 288.106, 288.901, 288.9015, 443.111,

and 624.5091. The committee substitute creates section 445.053, Florida Statutes. The committee
subdtitute also creates unnumbered sections of the Horida Statutes.

Present Situation:
Florida's Economy

Pardld to the nationa economy, the September 11 terrorist attacks affected 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 began layoffs. The state’ s unemployment rate rose from 4.9
percent in August to 6.0 percent in December.> According to Enterprise Florida, Inc.,
approximately 22 companies currently gpproved under the Qudified Defense Contractor and
Qudified Target Industry tax refund programs (see program descriptions, below) will not be able
to meet job- creation targets as aresult of the economic downturn and certain specific acts of
terrorism and, thus, will be diminated from the programs? 3

Aviation was one of the sectors of the state economy hardest hit by the events of September 11.4
The dragtic drop in passenger flying following the events of September 11 greetly affected the
date saviaion indusiry. 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 Federa Aviation Adminigration (FAA) regulations
on flight path designations, thus impacting businesses that rdy on small aviation flights.

! The state’ s unemployment rate dropped to 5.2 percent in January 2002. See Florida Agency for Workforce Innovation,
Florida Employment and Unemployment, January 2002, March 1, 2002.

2 Enterprise Florida, Inc., EFI 2002 Legislative Priorities, as adopted by the Enterprise Florida, Inc., Board of Directors on
December 6, 2001, and Enterprise Florida, Inc., 2002 Legislative Recommendations, as presented to the Senate Committee on
Commerce and Economic Opportunities on February 7, 2002,

3 Created in 1992, Enterprise Florida, Inc., is a partnership between Florida s government and business leaders and isthe
principa economic development organization for the state (s. 288.901, F.S)).

4 Enterprise Horida, Inc., estimates that Florida has 1,485 aviation companies, employing approximately 91,000 direct

employees. These companies generate an estimated $16.7 billion in sdes annualy. See Enterprise Florida, Inc., and various
Florida Aviation Trade Associations, | mpacts on Florida’ s Aviation Industry as a Result of September 11 Terrorists Attacks,
September 25, 2001, p. 4.

® Enterprise Florida, Inc., supra note 3, a 4.
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Capital Investment Tax Credit

Section 220.191, F.S,, provides for the Capital Investment Tax Credit (CITC) Program to dlow a
“qudifying business’ that establishes a“ qudifying project” in this date to receive an annua

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 state

which creates at least 100 new jobsin this state and isin one of the high-impact sectorsidentified
by Enterprise Florida, Inc., and certified by the Office of Tourism, Trade, and Economic
Development pursuant to s. 288.108(6), F.S., including, but not limited to, aviation, aerospace,
automotive, and silicon technology industries®

An annud credit is granted to any qudifying 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 “€eligible capita costs’
isdefined as dl expensesincurred by a qudifying business in connection with the acquisition,
congruction, ingalation, and equipping of aqudifying project during the period from the
beginning of construction of the project to the commencement of operations. Eligible capita
costs 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 digible capita costs of the project. Tax credits cannot be carried forward or backward by
any quaifying business with respect to a subsequent or prior year.

The annud tax credit granted under the CITC Program shdl not exceed the following
percentages of the annua corporate income tax ligbility or the premium tax ligbility generated by
or arisng out of a qudifying project:

One hundred percent for a qudifying project which resultsin a cumulative capita
investment of & least $100 million.”

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

Fifty percent for a quaifying project which resultsin a cumulative capita investment
of a least $25 million but less than $50 million.

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

® The High-Impact Business Performance Incentive Grants (HIP1) Program, s. 288.108, .S, is another one of the state's
economic development incentives used to attract and grow major high-impact facilitiesin FHorida. Under the program,
dligible busnessesin designated high-impact sectors (e.g., silicon technology, transportation equipment manufacturing) may
receive a busness performance grant based on investment and employment gods.

" The term “cumul ative capital investment” is defined asthetotal capital investment in land, buildings, and equipment made
in connection with aquaifying project during the period from the beginning of congtruction of the project to the
commencement of operations.
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Economic Development Trust Fund

Section 288.095, F.S,, creates the Economic Development Trust Fund within the Governor’s
Office of Tourism, Trade, and Economic Development (OTTED) and establishes the Economic
Deve opment Incentives Account within the trust fund. The Economic Development Incentives
Account consists of moneys appropriated to the account for purposes of the Quaified Defense
Contractor Tax Refund Program (QDC Program) (s. 288.1045, F.S.) and the Qualified Target
Industry Tax Refund Program (QTI 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 total 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 fiscal years to $35 miillion. This subsection aso provides that the total amount of tax
refund claims approved for payment by OTTED based on actud project performance may not
exceed the amount appropriated to the Economic Development Incentives Account for such
purposes for the fiscal year. In the event the Legidature does not gppropriate an amount
aufficient to satisfy “projections’ by OTTED for tax refunds under the QDC and QT] tax refund
programsin afisca 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.

Tax Refund Program for Qualified Defense Contractors

Finding that high technology jobs in the State were threstened by downsizing in the nationd

defense budget, the Legidature during a specia session in 1993 created atax refund program
designed to facilitate the employment of Horida citizens by defense contractors. The Qudified
Defense Contractor Tax Refund Program (QDC Program) authorized tax refunds to a certified
contractor that: 1) secured a new Department of Defense (DOD) contract, 2) consolidated an
exiging 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 repedled effective December 1, 19948

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 busness

must gpply to 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
alocd financid support component, under which an digible business must secure aresolution
adopted by county government which recommends the project and which indicates that the
necessary commitments of locd financid support for the business exigt. Locd financid support

8 The Legjidlature had specified that the program would be repealed 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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means funding from local sources, public or private, which is equd to 20 percent of the annud
tax refund for aquaified business (s. 288.1045(1)(o) and (3), F.S.).

Approved gpplicants 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 valorem taxes® Tax refunds
generdly are paid to a participating business over a period of severd years. A quaified gpplicant
may not be quadified for any project to receive more than $5,000 times the number of jobs
provided for in the tax refund agreemert.

The following are the results of the QDC Program for dl active and completed projects through
June 30, 2001:*°

Number Direct Jobs Average Wage Per . . -
of Created / Direct Job Created/ | | ”dc':g ‘;é’bs m(\f;f"r;a;t ﬁg{:i
Projects Retained Retained
Active 2 350 $53,472 331 $8.1 million $1.6 million
Complete 2 390 $28,518 387 $6.1 million $1.9 million

Tax Refund Program for Qualified Target Industry Businesses

The Qudlified Target Industry Tax Refund Program (QTI Program), s. 288.106, F.S., is one of
the state’' s economic devel opment incentives. Under the program, digible businesses may
receive refunds of previoudy paid taxes, based upon the creation of jobs at a certain sdary level.
The following are the results of the QTI Program for all active projects through June 30, 2001

Number of Direct Jobs Average Annual Wage Indirect Job Capital Certified
Projects Created Per Direct Job nair obs I nvestment Incentive
229 54,332 $36,914 61,163 $5.2 billion $209.2 million

Section 288.106(4), F.S., requires each QTI Program business to enter into a written agreement
with 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

® Although the Governor’s Office is subject to the provisions of ch. 120, F.S,, the use of the term “final order” with regard to
the application and refund processesin ss. 288.1045 and 288.106, F.S., gppearsto be incong stent with the term’ s definition
under the chapter. (See s. 120.52(1) and (7).) According to staff of the Governor’s Office of Tourism, Trade, and Economic
Development (OTTED), the actions referred to in s. 288.1045, F.S,, are actudly prdiminary rather than find. As such, the
actions are subject to apped prior to the issuance of afina order. (See s. 120.569, F.S, and rule 28-106.111, F.A.C.) Find
orders are then aso subject to appedl (s. 120.68, F.S).

10 See Office of Tourism, Trade, and Economic Development, 2001 Programs Funded From the Economic Devel opment
Trust Incentives Account, p. 29.

" seeld. at p. 24.
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resultsin the loss of digibility for receipt of dl tax refunds previoudy authorized and the

revocation by the director of OTTED of the certification of the business entity asaquaified

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
its job creation god. OTTED is concerned that recent economic conditions might cauise many

QT Program businesses to miss their contractua performance targets, thus iminating the
businesses from the program. Section 288.106(4), F.S., aso provides that atax refund agreement
must be sgned 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 local
financid support.

Additionally, as currently written, s. 288.106, F.S,, creates a Stuation in which it is necessary to
aopropriate 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 Legidlative Budget Request is
prepared, OTTED requests sufficient appropriations to cover al tax refunds scheduled in active
tax refund agreements and alows a smal amount for new projects that may be gpproved and
have tax refunds due in the following year. However, most of the funds will not actualy be
disbursed until after the end of the year for which the funds are budgeted — a potentia spread of
more than two years. When combined with the fact that the appropriations process begins nine
months before the 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 Florida.

Thereisatime lag between aQTI Program business's decision to expand or locate in
Florida and the creation of the jobs and payment of taxes.

The QTI Program is performance-based, and, therefore, actud 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 cdlaim and the information has been verified.

As dlowed by gatute, most QTI Program businesses wait until the end of the fiscd 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 fiscal 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 smaler amount based on an

12 Dueto its similar structure, the Qualified Defense Contractor Tax Refund Program is subject to the same situation,
athough to alesser extent dueto itssmdler size.
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edimate of actua payments. However, current law requiresthat, if the Legidature does not
appropriate an amount sufficient to pay al of the refunds scheduled in active agreements,
OTTED must cdculate what portion of each business s refund could be paid from the
appropriation (s. 288.095(3)(b), F.S.). The businesses would be informed of the situation 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. Having to inform businesses that the state may not
meet its QT1 Program obligations would have negative consequences for the state’' s reputation in
the nationd and internationa business community. A more detrimenta Stuation could occur if
the estimate of actual payments to be made under this scenario was not accurate and digible
businesses did not receive the contracted amount of tax refunds.

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

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

year within 30 days after the date that the claim for the annud tax refund is received by OTTED.
Section 288.106(6)(b), F.S., provides that 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.
Department of Revenue Confidentiality and Record Sharing Requirements

Section 213.053, F.S,, sets forth confidentidity and information sharing requirements for

the Department of Revenue with regard to tax adminigtration matters, including payment
information related to OTTED. Specificdly, s. 213.053(7)(k), F.S., states that the department
may provide payment information relaing to chs. 199, 201, 212, 220, and 221, F.S., (relating to
intangible personal property taxes, excise tax on documents, tax on saes, use, and other
transactions, corporate income tax, and tax on particular corporate income taxpayers,
repectively) to OTTED in its adminigtration of the tax refund program for quaified defense
contractors (s. 288.1045, F.S.) and the tax refund program for quaified target industry businesses
(s. 288.106, F.S).

Florida Small Business Council

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 sate (s.
288.901, F.S)). In 1999, pursuant to s. 288.904(1)(1), F.S., Enterprise Florida created the Florida
Small Business Council, which advises the Enterprise Florida Board of Directors on issues and
recommendations related to the formation, retention, and expansion of smdl businessin FHorida
The council’ smission is to advocate for a sound business climate for smal businessesin the
date by identifying key issues of concern to small businesses and offering recommendations to
help overcome those barriers to growth. The council’s membership consigts of 20 state leaders
representing a broad range of smal businesses, including rura, minority, urban core, technology,
professiond services, government advocacy, and research organizations. The council holds four
regular mestings per yedr.



BILL: CS/SB 2414 Page 8

Federal Self-Employment Assistance Program

In 1993, as part of the federa law to ratify the North American Free Trade Agreement (NAFTA),
the United States Congress amended the Federa Unemployment Tax Act (26 U.S.C. ss. 3301-
3311) to alow each state to establish a self-employment assstance program as part of the state's
unemployment compensation system.*® Originally authorized as atemporary program for five
years dfter the ratification of NAFTA, the salf-employment assistance program was designed to
benefit workers who were didocated because of NAFTA. The traditiona unemployment
compensation system is primarily designed to provide income support for workers who are
temporarily laid off or who expect to be unemployed for a short time. Because NAFTA had the
potentia to cause some workers to lose their jobs permanently, the salf-employment assstance
program was designed to assist workersin starting new careers in salf-employment. 1n 1998,
Congress repealed the sunset of the salf-employment assistance program, thereby establishing it
as a permanent program.’* Seven states currently operate the program: Delaware, Maine,
Maryland, New Jersey, New Y ork, Oregon, and Pennsylvania®®

The sdf-employment assistance program is designed to encourage and enable unemployed
workers to create their own jobs by starting abusiness. Under the program, the State pays a self-
employment assistance dlowance, in lieu of regular unemployment compensation, to help
unemployed workers while they establish businesses and become sdlf-employed. Instead of
searching for asdary or wage job, participants must engage full-time in activities relating to the
establishment of their businesses and becoming sdf-employed. Participants must aso atend
state-gpproved programs, including entrepreneuria training, business counsding, and technical
assistance.

To be digible, an individua must first be digible to receive regular unemployment
compensation. Individuals who are permanently laid off from their previous jobs and who are
identified as likdy to exhaust regular unemployment compensation are digible to participate in
the program. To identify those individuas likely to exhaust regular benefits, most statesuse a
profiling systlem comprised of an exhaugtion prediction agorithm, which isaformula-driven
daidicd andyss. The Agency for Workforce Innovation currently uses asimilar profiling
system for determining digibility for reemployment services '

Participants receive salf-employment assistance alowances in the same amounts, &t the same
intervas, on the same terms, and subject to the same conditions as regular unemployment
compensation, but earned income from sdlf-employment does not disqudify an individud from
continued participation in the program. Federa law limits the number of participantsin the sdf-
employment ass stance program to no more than 5 percent of those receiving regular

13 North American Free Trade Agreement Implementation Act, s. 507, Pub. L. No. 103-182 (codified at 26 U.S.C. s. 3306(t)).
14 Noncitizen Benefit Clarification and Other Technical Amendments Act of 1998, s. 3, Public L. No. 105-306.

15 William T. Kosanovich et d., DTI Associates, Inc., Final Report: Comprehensive Assessment of Self-Employment
Assistance Programs (Office of Workforce Security, U.S. Department of Labor, June 2001), available at
http://wdr.doleta.gov/owsdrr/papers/sea.pdf.

16 Section 443.091(1)(d), F.S;; rule 60BB-3.028, F.A.C.
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unemployment compensation, and the self-employment assistance program is prohibited from
imposing costs on the state’' s Unemployment Compensation Trust Fund exceeding the cogts the
trust fund would have incurred if the state had not participated in the program.

I nsurance Premium Tax

Taxes are imposed on insurance premiums and paid by insurance companies at the following
rates. 1.75 percent on gross premiums minus reinsurance and return premiums; 1 percent on
annuity premiums; 1.6 percent on salf-insurers; and 5 percent on surplus lines premiums*’ A
credit is dlowed againg the premium tax equa to 15 percent of the amount paid by an insurer in
sdaries to employees located or based in Florida who are covered by unemployment
compensation (s. 624.509(5), F.S.).*® This credit, in combination with corporate taxes under
chs. 220 and 221, F.S., may not exceed 65 percent of the tax due for the calendar year

(s. 624.509(6), F.S.).1°

Section 624.5091, F.S,, provides for the state to charge aretaliatory tax.?° Retdiatory taxes are
assessed on licensed foreign or dien insurers when their sates of incorporation assess higher
aggregate taxes, fees, and assessments on the writing of insurance by Forida domiciled insurers
than Florida assesses on foreign insurers writing insurance in this state > The purpose of
retdiatory taxes isto equalize taxation of insurersin Florida and other states when other states
place an overdl higher tax burden on Foridainsurers than this state places on insurers from such
other states. Moreover, such taxes are intended to encourage more equal treatment of insurers by
other states, thereby adlowing Floridadomiciled insurers equal access to markets in other states.
Section 624.5091(1), F.S,, providesthat, in determining the retaliatory taxes to be imposed under
this section, 80 percent of the credit provided under s. 624.509(5), F.S,, (as limited by other
subsections of s. 624.509, F.S.) must not be considered.

State Comprehensive Plan

Section 187.101, F.S., describes and provides legidative intent for the State Comprehensive Plan
(plan). The plan must provide long-range policy guidance for the orderly socia, economic, and
physical growth of the state. It isintended to be a direction-setting document, and its policies

may be implemented only to the extent that financial resources are provided pursuant to

17 See Senate Finance and Taxation Commiittee, et. d., 2001 Florida Tax Handbook, p. 68. See also ss. 624.509, 624.4621,
624.475, and 626.932, F.S.

18 Senate Finance and Taxation Committee, et. dl., supra note 17, at 68.

9d., p. 69.

20 Nearly every state levies retaliatory taxes under some circumstances. Seeid., p. 70.

21 The following description of the concept of “retaliatory taxes” is drawn from and based on s. 624.5001, F.S,, and the
following sources. Texas Office of the Comptroller, Insurance Tax Procedures Manual, Chapter 10— Retaliatory Tax, at
http:/AMww.window.state.tx.us/taxinfo/audit/insuranc/10retali.htm, March 1999 (last visited March 6, 2002), and Martin F.

Grace, Insurance Taxation in Georgia: Analysis and Options, FRP Report No. 17, July 1998, p. iii (may be accessed at
http://rmictr.gsu.edu/Premtax98/FRPR17.pdf).
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legidétive appropriation or grants or gppropriations of any other public or private entities. The
plan does not create regulatory authority or authorize the adoption of agency rules, criteria, or
standards not otherwise authorized by law. This section further provides that the gods and
policies contained in the plan must be reasonably applied where they are economicadly and
environmentally feasible, not contrary to the public interest, and cons stent with the protection of

private property rights.
Enterprise Florida, Inc.

Enterprise Horida, Inc., (EFI) isapublic-private partnership and is the principa economic
development organization for the state. EF is respongible to provide leadership for business
development in Horida by aggressvely establishing a unified approach to Florida s efforts of
internationa trade and reverse investment; by aggressvely marketing the Sate as a pro-business
location for potentid new investment; and by aggressvely assigting in the retention and
expangon of existing businesses and the crestion of new businesses (s. 288.9015(1), F.S)). Itis
aso EFI’ srespongibility to aggressvely market Floridal s rura communities and distressed urban
communities as locations for potential new investment, to aggressively assst in the retention and
expanson of exiging busnessesin these communities, and to aggressively assst these
communitiesin the identification and development of new economic development opportunities
for job creation. EFI isfunded under a performance-based contract with the Office of Tourism,
Trade, and Economic Development (s. 288.90151(6), F.S.).

EFI Board of Directors
The EFI board of directors (board) is composed of the following members??

the Governor or the Governor’s designee;

the Commissioner of Education or the commissioner’s designee;

the Secretary of Labor and Employment or the secretary’ s designee;

amember of the Senate;

amember of the House of Representatives,

the chairperson of the board of Workforce Forida, Inc.;

SX private sector members gppointed by the Governor;

three private sector members gppointed by the President of the Senate;

three private sector members appointed by the Speaker of the House of Representatives,
the Secretary of State or the secretary’ s designee; and

an unspecified number of a-large members gppointed by the members of the EFI board.

The private sector members must include seven individuals experienced in international business
with expertise in finance, law, and manufacturing.?® Under the current structure of the board of

22 Section 288.901(3) and (1), F.S.

2.
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directors, the board may aso include representatives from urban or rura economic or community
devel opment organizations, however, there are no dedicated positions. EFl has 36 members on
its board of directors.?*

The EFl board is responsgible for annudly developing a strategic plan containing measurable
performance standards for the economic development of the state (s. 288.905, F.S.). The board is
aso required to coordinate with local and regiona economic development organizations

(s. 288.905(5), F.S)).

OPPAGA Report

The Office of Program Policy Analyss and Government Accountability (OPPAGA) recently
issued a report of its review and evauation of Enterprise Florida, Inc.?® The report concludes that
EFl has met its sandards for helping to create and retain jobsin urban distressed aress, but the
link between its strategies and job creation in these areas is questionable.?® The report dso
concludesthat EFl has met its standards for helping to create and retain jobs in rurd distressed
aress, but some rurd economic development organizations want certain types of assstance not
provided by EFI.2

Customer Satisfaction Survey

EF isrequired to annudly report on the results of a customer-satisfaction survey of businesses
served and loca economic development organizations (s. 288.90151(7), F.S.). The most recent
survey results from local economic devel opment organizations found that 81.6 percent were
aware of EFI’s services for urban core areas and 83.8 percent were aware of EFI’s services for
rurd areas. Of the local economic development organizations that used EFI’ s services for urban
core areas, 54.5 percent felt that the service was useful or very useful. One hundred percent of
the local economic development organizations using EFI’s services for rurd areas fet that the
service was useful or very useful. Survey results from businesses served by EFI found that 21.3
percent were aware of EFI’ s services for urban core areas and 24.4 percent were aware of EFI's
servicesfor rurd areas. Of the businesses using EFI’ s services for urban core areas, 33.3 percent
felt that the service was useful or very useful. One hundred percent of the businessesusing EFI’s
servicesfor rura aress felt that the services were useful or very useful.?®

24 Enterprise Florida, Inc., About Us, at http:/Aww.eflorida.com/all_about.html (last visited March 7, 2002).

25 Office of Program Policy Analysis and Government Accountability, Concerns Over Enterprise Florida’s Performance,
Servicesto Distressed Areas Point to a Need to Consider Several Alternatives for its Future Role, Report No. 01-62,
December 2001.

%14, p.6.

271d., p. 8.

28 Erngt & Young, LLP, 2001 Customer Satisfaction Survey Results for Enterprise Florida, Inc., pp. 6-7, August 10, 2001.
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[I. Effect of Proposed Changes:

This committee substitute makes several changes to state economic development programs and
incentives, aswdl asto other programs. These changes include:

temporarily broadening the digibility criteria and award structure of the Capita
Investment Tax Credit Program;

improving the efficiency of the budgeting process for the Qualified Defense
Contractor (QDC) and Qualified Target Industry (QT]I) tax refund programs,

creating atax refund program for qudified aviation-industry businesses smilar to the
current QDC Program;

expanding the QDC and QTI programs' refund-prorating provisons for participating
firms, and temporarily dlowing firmsthat fail to meet agreed targets to request an
exemption from losing tax refunds or certifications to remain in the program;

expanding information sharing between the Department of Revenue and the Office of
Tourism, Trade, and Economic Development with regard to certain economic
development programs,

directing Enterprise Horida, Inc., to creste a Smal Business Criss Management
Team that can be activated quickly, for temporary periods of time, to assst small
businesses in the state during periods of economic crisgs or sustained economic
weakness,

creating a sdf-employment-assi stance program and the associated Sdlf- Employment-
Assgtance Loan Program;

reducing the amount of retaiatory insurance taxes levied by the Sete;
amending legidative intent regarding the State Comprehengve Plan; and

dtering the policies and procedures of Enterprise Florida, Inc., with regard to
assisting economicaly distressed communities.

The following is a section-by-section analysis of the committee subgtitute.

Section 1 amendss. 220.191, F.S,, to temporarily broaden the digibility criteriaand award
gructure for the Capita Investment Tax Credit (CITC) Program. The committee substitute
crestes anew category for digibility under the program. This new category, “qudifying
economic stimulus business,” is defined as a business thet establishes a“ quaifying economic
gimulus project” in this state and that is certified by the Governor’s Office of Tourism, Trade,
and Economic Development (OTTED) on or before December 31, 2002, to receive tax credits
under s. 220.191, F.S. The term “quaifying economic stimulus project” is defined as a new or
expanding facility in this state which creates a least 50 new jobsin this state and would be
eligible for consderation as a qudified target industry business under s. 288.106, F.S. (amuch
broader category than the High-Impact Business Performance Incentive Grants Program, under
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which projects are qualified in current law).2® Construction on a qualifying economic stimulus
project, or on aqudifying project with a cumulative capitd investment of at least $15 million but
less than $25 million, must begin after January 1, 2002, but on or before July 31, 2003.

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 aisng out of a qudifying economic simulus project:

Ninety percent if the quaifying economic stimulus project results in acumulative capita
investment of a least $100 million.

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

Forty percent if the qualifying economic stimulus project resultsin acumulative capital
investment of a least $25 million but less than $50 miillion.

Thirty percent if the qudifying economic simulus project results in a cumulative capita
investment of at least $15 million but less than $25 million.

The committee subgtitute also creates a new, lower-award tier for “quaifying projects’ on which
construction has begun after January 1, 2002, but on or before July 31, 2003, (40 percent of the
annua corporate income tax ligbility or the premium tax liability generated by or arising out of a
qudifying project which resultsin acumulative capitd invesment of at least $15 million but less
than $25 million); reduces the minimum cumulaive capita investment for qualifying projects

from $25 million to $15 million; and gpplies the new $15 million minimum investment to
qualifying economic stimulus projects.

Section 2 amends s. 288.095, F.S,, by conforming certain terminology to changes made in the
timeline for approva of Qudified Defense Contractor Tax Refund Program (QDC Program) and
Qudified Target Industry Tax Refund Program (QTI Program) tax refundsin sections 3 and 4 of
the committee subgtitute. The committee subgtitute also amends s. 288.095, F.S,, to revise the
content and re-assign the respongbility from OTTED to Enterprise Horida 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
andysis of the impact of tax refunds on rurd communities, brownfield areas, and distressed
urban communities. OTTED must assist Enterprise Horidain the collection of datareated to
business performance and incentive payments.

Section 3 amends the Qudified Defense Contractor Tax Refund Program (QDC Program) to
creste a comparable tax refund program for qudified aviation-industry businesses. The
committee substitute defines an aviation-industry business as one engaged in activities that
support genera or commercid aviaion, including the congtruction, repair, or maintenance of

29 Section 288.106, F.S,, describes the Qualified Target Industry Tax Refund Program (QTI Program). At least 26 industries
aredigiblefor the QTI Program, including apparel and other textiles, business services, chemicas and alied products,
communications, corporate headquarters, eectronic and other equipment, fabricated metd products, food and kindred
products, furniture and fixtures, research and development, and wholesdle distribution.



BILL: CS/SB 2414 Page 14

arcraft, aircraft power plants, aircraft parts, or aircraft accessories. To be digible for tax refunds
under the program, an aviation-indusiry business must cregte or retain at least 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 aviationtindustry contract;

Consolidating multi- state operations in Horida;

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 eigible taxesinclude those under the QDC Program, plus aviation
fue taxes paid. For both qudified defense contractors and quaified aviation-industry businesses,
the committee substitute 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 its tax refund agreement may request of
OTTED an exemption from the statutory requirement that such businesses|lose their
certifications. To receive the exemption, however, the business must establish that negetive
economic conditions in the business sindustry or specific acts of terrorism prevented the
business from complying with the terms and conditions of its contract. The tax refund program
for aviation-industry businessesis limited, in that an application for certification must be
submitted no later than June 30, 2003.

The committee substitute al'so makes revisonsto s. 288.1045, F.S,, to specify that damsfor tax
refunds must be submitted by January 31 for payment from the legidative appropriation 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.
Additionaly, this committee subgtitute changes certain references relating to OTTED'’ s
adminigration of the QDC Program in order to make those references more accurately reflect
OTTED's compliance with the provisons of the Adminigirative Procedure Act.

Section 4 amends s. 288.106, F.S., by dtering the timeline for approva of Qualified Target
Industry Tax Refund Program (QTI Program) refunds in order to improve the budgetary process
for this gppropriation. For al new QT1 Program projects, or existing projects that request any
modification to their agreement, QTI Program tax refund clamswill be due by January 31 of
each fisca year for the jobs created by December 31 of that same fiscd year. The refunds
associated with those claims will be paid out of the appropriation for the following fiscal yesr.

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 claims
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 claims
before the fisca 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.
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The full advantages of these changes will not be redized immediately because they can only be
applied to new QTI Program agreements, or to amended agreements, because the time frames
and prerogatives specified in existing agreements must be honored. However, over a period of
severd years, these changes will significantly reduce the amount of QTI Program funds
appropriated over actud refund payments and eliminate the problem of excessve forward
certification of QTI Program funds for payment after the end of the fiscd year.

Conversion of existing agreementsto the new QTI Program timeline might be accdlerated if QTI
Program businesses that are unable to meet the terms and conditions of their agreements quaify
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 sindustry or specific acts of terrorism
prevented the business from complying with the terms and conditions of its tax refund
agreement. If granted an economic simulus exemption, a QT1 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. When amending the agreement of a business 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 stimulus 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 abusiness to receive 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 contractual requirements. Under s. 288.106(4)(b), F.S,, as
amended, a QTI Program business quaifying and opting for a prorated refund would dso 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 (including the new timeline) and relevant

OTTED procedures.

The committee subdtitute aso includes the following substantive provisons.

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

Amends s. 288.106(5)(€), F.S., to dlow OTTED to grant an extension, for the purpose of
dlowing a QTI Program businessto file additiona information in support of itsdam, of
the time period during which OTTED must approve or disgpprove a QTI Program
business stax refund claim and, if approved, specify the amount of the tax refund that is
authorized to be paid;

Creates s. 288.106(5)(g), F.S., which expresdy statesthat s. 288.106, F.S., does not
cregte a presumption that atax refund claim will be approved 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 Innovation, or

any loca government or authority with repect to monitoring the payment of QTI
Program-related taxes,

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

Changes certain references rdating to OTTED’ s administration of the QT1 Program in
order to make those references more accurately reflect OTTED’ s compliance with the
provisons of the Adminidrative Procedure Act; and

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

Section 5 amends s. 14.2015(2)(f)1., F.S,, (relating to the creation, powers, and duties of
OTTED) to darify that areference to s. 288.1045, F.S., applies to both quaified defense
contractors and, as provided in section 3 of this committee substitute, quaified aviation-industry
businesses.

Section 6 amends s. 213.053(7)(k), F.S., to expand information-sharing between the Department
of Revenue (DOR) and OTTED in the following ways:

In addition to current information-sharing, DOR would be able to provideto OTTED:

0 payment information relaing to s. 206.9825, F.S,, (aviation fuel tax) and ch. 624,
F.S., (insurance premium tax) in the adminigration of the tax refund program for
qudified defense contractors and aviation-industry businesses authorized by
S. 288.1045, F.S,, and the tax refund program for qualified target industry
bus nesses authorized by s. 288.106, F.S.; and

o information relating to tax credits taken by businesses under s. 220.191, F.S, and
exemptions or refunds received by businesses under s. 212.08(5)(j), F.S,, inthe
adminigration and evauation of the capita investment tax credit program
authorized in s. 220.191, F.S, and the semiconductor, defense, and space tax
exemption program authorized in s. 212.08(5)(j), F.S.

DOR would be able to provide to OTTED employees or agents of OTTED (as identified
inwriting by OTTED to DORY):

0 payment information relating to s. 206.9825, F.S., and chs. 199, 201, 212, 220,
221, and 624, F.S., in the adminigtration of the tax refund program for qudified
defense contractors and aviation-industry businesses authorized by s. 288.1045,
F.S., and the tax refund program for qualified target industry businesses
authorized by s. 288.106, F.S.; and

o information relating to tax credits taken by businesses under s. 220.191, F.S, and
exemptions or refunds received by businesses under s. 212.08(5)(j), F.S,, inthe
adminidration and evauation of the capital investment tax credit program
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authorized in s. 220.191, F.S, and the semiconductor, defense, and space tax
exemption program authorized in s. 212.08(5)(j), F.S.

Section 7 directs Enterprise Florida, Inc., to create a Small Business Criss Management Team
that can be activated quickly, for temporary periods of time, to assst small busnessesin the state
during periods of economic crisis 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 Horida. The purposes of the team will include:

Sarving asaninitid, Sngle point of contact for smal businesses that are attempting to
gather information on the variety of dtate and federd programs and services available to
them;

Publicizing to smal businesses information on federd assistance programs or initiatives,
such as the economic injury loan programs of the U.S. Smal Business Adminidration;

Referring smal businesses to organizations, such as smdl business development centers,
that can provide one-on-one counseling in business operations or best practices,

Coordinating with the state and regiond partnersin the workforce development system to
ensure that 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

Utilizing the eflorida.com website as a bulletin board for small businesses to gather
current information on available assistance.

The committee substitute also directs OTTED; 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 “smal business’
to generaly mean a business with 25 or fewer employees. However, the committee substitute
permits Enterprise Floridato provide team-related services to businesses with more employees
if, inits judgment, the economic conditions or circumstances of the particular busness warrant.

Section 8 provides ashort title, gpecifying that the self-employment assistance program (see
Section 9 of the committee subgtitute) and the Sdf- Employment- Assistance Loan Program (see
Section 10 of the committee substitute) together may be cited at the “ Horida Self- Employment
and Enterprise Development Act.”

Section 9 amends s. 443.111, F.S,, effective October 1, 2002, which governs the payment of
unemployment compensation benefits. The committee substitute creates a saif-employment-
assistance program, implementing authority in the Federal Unemployment Tax Act. Under the
program, the committee substitute provides for the payment to digible individuas of sdif-
employment-assstance alowances, in lieu of regular unemployment compensation benefits.
Instead of searching for asdary or wage job, the committee subgtitute requires participants to
engage full-timein activities related to establishing businesses and becoming sdf-employed. The
following summarizes the mgor program components.
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Eligibility: To bedigible, anindividud mus firs be digible to recaive regular
unemployment compensation. Individuas who are permanently laid off from their
previous jobs and who are identified by an igibility-assessment system aslikely to
exhaust regular unemployment compensation are digible to participate in the program.
An digible individud must apply for the program within 60 days after filing for
unemployment, must have a least 18 weeks of unemployment benefits remaining, and
must not have previoudy participated in the program.

Eligibility-Assessment System: For determining digibility, the Agency for Workforce
Innovation is required to establish a system to identify unemployed individuals who are
likely to exhaust regular unemployment compensation benefits. The system may bethe
same as the exigting profiling systlem used to determine digibility for reemploymert
services.

Training and Counseling Programs. Each participant in the self-employment- assistance
program must attend entrepreneuria training, business counsding, and technical

assistance programs. These programs must be approved by the Agency for Workforce
Innovation. Workforce FHorida, Inc., is directed to adopt the minimum standards for these
training and counsding programs and to contract with existing providers (e.g., Smdl
Business Development Centers) using funds provided to the workforce system (i.e., funds
from the federal Workforce Investment Act and Temporary Assistance for Needy
Families block grants).

Disgualification: Each participant in the program is required to document attendance of
the training and counsdling programs and participation in the full-time activities related to
establishing a businesses and becoming saf-employed. If anindividud falsto engagein
the required activities and programsin any week, theindividud is disquaified from
recelving an alowance for that week. If the individud is disqudified in two consecutive
weeks or for any three weeks, the individud is removed from the program.

Allowances: Participants in the program receive s&lf-employment- assistance adlowances
in the same amounts, at the same intervals, on the same terms, and subject to the same
conditions as regular unemployment compensation, but earned income from self-
employment does not disqudify an individud from continued participation in the
program. In addition, requirements for registering for work, ability to work, availability
for work, and failing to apply for or accept suitable work, do not apply to participants.
Allowances are paid from the Unemployment Compensation Trust Fund but are not
charged to the accounts of contributory employers. Reimbursable employers are,
however, required to make reimbursements for the alowances.

Participation Limit: The number of participants in the program islimited to 1 percent of
those recaiving regular unemployment compensation. The Agency for Workforce
Innovation can further restrict participation based upon the availability of training and
counsding programs or funding.

Rules. The Agency for Workforce Innovation is directed to adopt rules for administration
of the program.
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Evaluations and Recommendations: The Agency for Workforce Innovation, Workforce
Florida, Inc., and the regiona workforce boards are required to report to the Governor
and the Legidature on the effectiveness of the program by January 1, 2007.

Conflicts: The committee subgtitute provides that, if it conflicts with federd
requirements, the federa requirements control.

Expiration: The sdf-employment-assistance program expires July 1, 2007.

Section 10 creates s. 445.053, F.S,, effective October 1, 2002, establishing a Self-Employment-
Assstance Loan Program to provide micro-loans to participants of the sdlf-employment-
assstance program in order to asss participants in establishing businesses through supplying
start-up capitd. To be digible for aloan, participants must gpply within one year after
completing the training and counseling programs approved by the Agency for Workforce
Innovation. Participants may receive follow-up loans within three years after completing the
required programs, but the total of dl |oans received may not exceed $10,000. Funding for the
loans is subject to specific legidative gppropriation (see section 16). The committee substitute
requires the Agency for Workforce Innovation to contract with quaified entities to make and
sarvice the loans. These qudified entities may include financid indtitutions, nonprofit
organizations that have demongtrated fiduciary integrity, or government agencies acting in
cooperation with nonprofit organizations. Workforce Florida, Inc., is directed to select the
qudified entities and negotiate the terms and conditions of the contracts. The contracts must
require that loan repayments be used only for the loan program (e.g., making loans to other
program participants). The committee substitute also directs that business counsding and
technica assistance programs should be extended during the first year after an individud
recaeives aloan. The loan program expires three years after the saf-employment-assistance
program expires or is repealed.

Section 11 amends s. 624.5091(1), F.S,, to increase the percentage of the salary credit provided
under s. 624.509(5), F.S., which is exempt from consideration when the state calculates the
amount of retdiatory taxesto levy againgt aforeign insurer. Specificaly, this section increases

the percentage from 80 percent to 90 percent effective January 1, 2003, and from 90 percent to
100 percent effective January 1, 2004. These amendments have the effect of lowering the amount
of retdiatory taxes imposed by the state on foreign insurers.

Section 12 amends s. 187.101, F.S,, to provide additional legidative intent regarding the State
Comprehensive Plan. More specifically, this section provides that “[t]he highest priorities of the
date are to achieve adiverse, hedlthy, vibrant, and sustainable economy while enhancing neturd
resources and protecting private property rights.” Further, this section states that, by making
strategic growth management decisions that increase workforce income, there will be more
revenue for state and local government. This revenue can then be used to pay the “five mgor
expenses of date and loca governments’: education, infrastructure, environment, public safety,
and socid services.

Section 13 amends, effective July 1, 2002, s. 288.901, F.S.,, to increase the number of members
on the Enterprise Florida, Inc., board of directors by requiring the addition of a representetive of
aloca or regiond economic-development or community-development organization serving

urban economically distressed communities and a representative of aloca or regiona economic-
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development or community-development organization serving rura economically distressed
aress. The Governor shal appoint the additional representatives.

Section 14 amends s. 288.9015, F.S.,, to specify that Enterprise Florida, Inc., (EFI) must
aggressively market the sate' s “economicaly” distressed urban communities (as opposed to
marketing “ distressed urban communities” under current law). EFl is aso directed not only to
market, but also to “facilitate the use of,” state economic development incentivesin
economicaly distressed areas. This section adds the high-impact performance grants under

S. 288.108, F.S,, and contracts for transportation projects under s. 288.063, F.S,, to the list of

examples of state incentive programs to be marketed to and used in the state’ s economically
distressed aress.

Section 15 creates an unnumbered section of Florida Statutes to direct EFl to implement a
comprehensive program of activities desgned specifically to facilitate economic development in
economicaly distressed areas. In accordance with that ingtruction, criteriafor designating
economically distressed communities are provided, and EFl isrequired to create a programmeatic
unit for facilitating business formation and expangon in, and relocation to, economically

distressed communities. EFl is aso required to establish at least seven regions around the State to
facilitate service-provison to economically distressed communities.

Economically Distressed Communities Programmatic Unit. The section requires EFl to establish
aprogrammatic unit, dedicated to facilitating business formation and business expanson in, as
well as business reocation to, economically distressed communities.

Economically Distressed Community Regions. The section requires EF to establish at least
seven regions around the state assigned to aregional representative who is amember of EFI’s
daff to serve as liaison between EFl and aregion. The duties of regiond representatives include:
coordinating with economic development and community development organizations serving
economically distressed communities, providing information about potential locations for

bus ness devel opment within economically distressed communities;, and asssting exigting
businesses in economicaly distressed communities to sustain or expand their operations.

Indicia of Economically Distressed Communities. The section provides that theindiciaof an
economicdly distressed community include: few state economic development projects, rdaively
dow job growth; many abandoned business properties; relatively high rate of unemployment or
underemployment; and not being targeted for revitaization under a state or federal program or
not having experienced marked revitaization under such a program.

EFI Responsibilities. To improve economically distressed communities, this section requires EF
to:

promote the services offered by regiona representatives;
identify and market properties suitable for economic devel opment;

work with Workforce Forida, Inc., and the Agency for Workforce Innovation to enhance
labor sKills;

market and use al economic development incentives available; and
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coordinate with other agencies to maximize the availability of economic opportunities.

Performance Measures. EF is required to consult with OPPAGA to develop performance
measures to assess the changes in economic activity in economicaly distressed areas as the result
of EF’sactivities required by this section.

Reporting and Feedback to Legislature. EFl isrequired to include in its annual report feedback
on the success or failure of its use of regiond representatives and recommendations regarding
whether the use of regiond representatives should be expanded. EFl must include in its annud
report a discussion of whether it achieved the performance measures directed to be created in this
section. EFl isfurther required to recommend revisons to existing incentive programs, but these
recommendations are not required to be in EFI’s annud report.

Section 16 appropriates $1 million to fund the Saf-Employment- Assistant Loan Program during

fiscal year 2002-03, which is provided from the Generd Revenue Fund. (See Section 10 of the
committee subgtitute.)

Section 17 provides that, except as otherwise specifically provided in this act, this act shall take
effect upon becoming alaw.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

Section 1. The Revenue Estimating Conference estimates the fiscal impact of section 1 of
this committee subdtitute (amending s. 220.191, F.S,, relating to the Capita Investment
Tax Credit Program) to be aFY 2002-03 Generd Revenue loss of $3.0 million with an
annudized firg-year loss of $11.5 million.
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Fiscd Y ear 2002-2003
Genegrd Revenue Trust Locd Total
Issue/Fund 1 Year Recurring 1 Year Recurring 1 Year Recurring 1 Year Recurring
Ammﬁnogfatﬁ AT $@o  s@s $00 $00 $00 $00 $(30) $(115)

Sections 2-4. Section 288.095(3), F.S., imposes a cap on the total state share of Qualified
Defense Contractor Tax Refund Program (QDC Program) and Qualified Target Industry
Tax Refund Program (QTI Program) tax refund payments scheduled in dl active
certifications for afisca year. For fisca year 2001-2002, the cap is $30 million. During

the 2001 Regular Session, the Legidature raised the cap in subsequent fiscal yearsto $35
million. Regardless of the cgp established in law, the tota amount of tax refund claims
gpproved for payment by the Governor’s Office of Tourism, Trade, and Economic
Development (OTTED) may not exceed the amount agppropriated to the Economic

Deve opment Incentives Account for such purposes for the fiscal yesr.

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

the programs for up to two years, room under the cap could more quickly disappear. The
committee substitute also expands the conditions under which a prorated tax refund shdl
be approved, thus potentialy keeping businesses in the programs that might normally
have dropped out due to non-compliance with their tax refund agreements. Although
OTTED’ s &&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 Satus.

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 session begins. Over aperiod of severd years, this change will
ggnificantly reduce the amount of QTI and QDC Program funds appropriated over actua
refund payments and diminate the problem of excessive forward certification of QTI
Program funds for payment after the end of the fisca year. Conversion of existing
agreements to the new timelines might be accelerated if businesses that 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 guidelines because
such businesses are required, under the provisions created by this committee subgtitute, to
renegotiate their tax refund agreements to ensure that the terms of the agreements comply
with current law and OTTED procedures governing application for and award of tax
refunds, induding the amended reporting/claims timelines.

Section 9. The Agency for Workforce Innovation estimates that $6.2 million in additiona
unemployment benefits would be paid each year from the Unemployment Compensation
Trusgt Fund. The committee subgtitute' s payments of sdf-employment-assistance
alowances are not charged to the accounts of contributory employers but, instead, are
charged to reimbursable employers. For contributory employers, the noncharging of these
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benefits may cause amargind increase in the noncharge adjustment factor, thereby
socidizing the cost of the program among dl contributory employersin the state in order
to replenish the trust fund. Reimbursable employers will reimburse the trust fund for the
sdf-employment- assistance allowances charged to their accounts in the same manner that
they would have rembursed amounts paid for regular unemployment compensation
benefits.

Section 11. The committee substitute amends s. 624.5091(1), F.S., to increase the
percentage of the credit provided under s. 624.509(5), F.S., which is exempt from
consderation when the state caculates the amount of retdiatory taxesto levy againg a
foreign insurer. Specificaly, this section increases the percentage from 80 percent to 90
percent effective January 1, 2003, and from 90 percent to 100 percent effective January 1,
2004. These amendments have the effect of lowering the amount of retdiatory taxes
imposed by the state on foreign insurers.

The Revenue Estimating Conference (REC) has not reviewed this provison. However,
on March 16, 2001, the REC estimated the fiscal impact of asimilar proposa to bea
fird-year Generd Revenueloss of $6.1 million with arecurring loss of $4 million. It
should be noted, though, that the proposal reviewed by the REC increased the relevant
percentage from 80 percent directly to 100 percent instead of phasing in the increase as
does this committee subgtitute.

B. Private Sector Impact:

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

Sections 3 and 4. For the Quaified Defense Contractor Tax Refund Program (QDC
Program) and Qudified Target Industry Tax Refund Program, expanding the conditions
for gpproving prorated tax refunds and dlowing non-compliant businessesto remain
temporarily in the programs could alow busnesses to remain in the programs until the
economy rebounds. The committee subgtitute might aso help the Sate aviation industry,
which has been hurt by the economic downturn, by amending the QDC Program to create
a comparable tax refund program for qudified aviation-industry businesses. Qudified
aviationindustry businesses would be igible for refunds— equaling $5,000 per job — of
taxes previoudy paid.

Section 7. The committee substitute directs Enterprise Forida, Inc., to creste a Small
Business Crisgs Management Team that can be activated quickly, for temporary periods
of time, to assst Imdl businessesin the sate during periods of economic crisis or
sustained economic weakness.

Sections 8-10 and 16. Unemployed individuds participating in the sdf-employment-
assstance program are igible to receive sdlf-employment-assstance dlowancesin lieu
of regular unemployment compensation, entrepreneurid training, business counsding,

and technicd assstance. Completers of the training and counsdling programs may aso be
digible for micro-loans to supply business start-up capital. The increased coststo the
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Unemployment Compensation Trust from the noncharging of sdf-employment-assistance
alowances would likely cause amargind increase in the noncharge adjustment factor,
thereby resulting in margind increases in the unemployment compensation taxes paid by
contributory employers.

Section 11. The committee subgtitute has the effect of lowering the amount of retdiatory
taxesimposed by the state on foreign insurers. Thistax reduction could result in an
increase in foreign insurers doing business in the state and hiring Florida employees.

Sections 13-15. The committee substitute provides for Enterprise Florida, Inc., to
establish regiond representatives to be single points of contact for businessesin
economically distressed communities. Additiondly, more information regarding topics
such as economic devel opment incentives and properties suitable for economic
development might be made available to businesses consdering relocating to, or
expanding in, economically distressed communities.

C. Government Sector Impact:

Section 1. Because the committee subgtitute temporarily broadens the digibility criteria
and award structure for the Capita Investment Tax Credit Program, the Governor’s
Office of Tourism, 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 3 and 4. Although expanding the conditions for gpproving prorated tax refunds
and dlowing non-compliant businesses to remain temporarily in the Qualified Defense
Contractor Tax Refund Program and the Qudified Target Industry Tax Refund Program
could cause OTTED to have to renegotiate severd tax refund agreements, doing so will
make the programs more efficient to administer. Moreover, changes to the
reporting/cdams timelines of these programs will improve the accuracy of the
appropriations processes for these programs.

Section 6. The committee subgtitute aso expands information sharing between the
Department of Revenue and OTTED with regard to certain economic devel opment
programs.

Section 7. The committee substitute directs Enterprise Forida, Inc., to create a Smdll
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 weskness. The committee substitute aso directs OTTED; Workforce
Florida, Inc.; the Agency for Workforce Innovation; and the Department of Community
Affarsto assst Enterprise Horidawith the operation of the team.

Sections 8-10 and 16. According to the Agency for Workforce Innovation,
implementation of the saf-employment-assistance program (section 9) would yield
recurring codts in benefits from the Unemployment Compensation Trust Fund of
approximately $6,263,400. This estimate is based upon calculaions that predict the
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annua enrollment in the program to be gpproximately 1,100 unemployed individuas.
Because the committee subdtitute limits program digibility to those individuas who are
eigibleto receive at least 18 weeks of unemployment benefits, these caculations
edimate that program participants will be eigible for 26 weeks of benefits & an average
weekly benefit amount of $218.67 per claim. In addition, the agency estimates it will
incur approximately $46,200 in nonrecurring expenditures for information technology
cogts associated with reprogramming of the agency’ s mainframe computer to modify the
unemployment compensation benefit payment system.

As part of the self-employment- assistance program, Workforce Florida, Inc., is directed
to contract with exigting providersin order to provide program participants with
entrepreneurid training, business counsdling, and technica assstance. Workforce Florida
isdirected to use funds provided to the workforce system, including funds from the
federal Workforce Investment Act and Temporary Assistance for Needy Families block
grants. The Agency for Workforce Innovation is authorized to limit program participation
basad upon the availability of funds. The committee substitute also creates the Self-
Employment- Assistance Loan Program, which provides micro-loans for participantsin
order to assgt them in establishing businesses through supplying start-up capita (section
10). To be digible for amicro-loan, participants of the salf-employment-assistance
program must complete the required training and counseling programs. Based on the
experience of other gates implementing sSmilar programs, approximately 70 percent of
program participants are estimated to complete the training. Thus, approximeately

770 individuds are estimated to be digible for micro-loans. Funding for the loansis
subject to specific legidative appropriation, and the committee substitute provides a

$1 million gppropriation for this purpose for fiscd year 2002-03 (section 16).

Sections 13-15. Enterprise Florida, Inc., (EFI) might incur certain restructuring expenses
when complying with provisons of this committee subdtitute relating to asssting
economicaly distressed communities. Additionally, because this committee subgtitute
requires EFl to devote more of its efforts toward economically distressed communities,
without additiona resources EFl might have to focus less on economic development in

other areas of the state.
VI. Technical Deficiencies:
None.
VILI. Related Issues:
None.
VIII. Amendments:
None.

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




